
Corporate Raiding and the Role of the State in
Russia

Michael Rochlitz∗

October 31, 2012

Abstract

To what extend are Russian state agencies involved in predatory behaviour,
and what are the determinants of their activities? Analysing a newly compiled
dataset containing 312 cases of illegal corporate raiding (reiderstvo) between 1999
and 2010, this paper finds that the campaign against the oil company Yukos
in 2003 triggered an increasing involvement of state agencies in illegal raiding
attacks. I also find that election results for the ruling president and his party, as
well as the degree to which elections are manipulated throughout Russia’s regions,
have a significant and positive effect on the occurence of raiding cases in a given
region. A possible interpretation might be that if regional state agencies are able
to provide a sufficiently high level of electoral support for the ruling elites in the
centre, they are in turn allowed to participate in a certain degree of predatory
activities.
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1 Introduction

Imagine to be a young innovative entrepreneur in Russia. A couple of years ago, you
had a brilliant idea, you were able to get some money, which permitted you to start a
business. The business began to grow, with your company eventually becoming one of
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the leaders in its field. Until one morning, access to your office is denied by a group of
armed people in black uniforms. A sleek lawyer presents you with a document stating
that you no longer own your business. The document is evidently a forgery, but it
contains the official seal of a local judge. You call the police, but after viewing the
document an officer confirms that the document is legal. The officer then asks you to
kindly leave the company premises, as you no longer own the firm. Outraged, you start
a legal battle to get your business back. But procedures are long and protracted, and
although finally a court aknowledges that the document was indeed a forgery, in the
meantime your company has been dismantled, its assets sold off, and the group carrying
out the raid has disappeared. Although you are still young and innovative, you will
now think twice before starting a new business.

During the last 12 years, this has been a common situation for many Russian en-
trepreneurs. While only a couple of high-profile cases have made it into the West-
ern press, inside Russia the problem of corporate raiding (reiderstvo) has received
widespread attention. The issue has been widely discussed in regional and national Rus-
sian newspapers, as well as in the popular media, with numerous novels, TV series and
movies about raiding being published and produced in recent years1. Leading obervers
of the Russian economy have underlined its importance, with Ekaterina Zhuravskaya
(2008) calling corporate raiding “the problem most acute, urgent and illustrative of the
present state of affairs” in Russia today.

Corporate raiding in Russia is a distinctive phenomenon, not to be confounded
with hostile takeovers elsewhere. Unlike hostile takeovers in the West, corporate raids
in Russia are characterised by the use of illegal methods, such as blackmail, bribery,
forged documents, and the use of armed groups to enforce change of ownership. A
further central point is the close involvement of government agencies, both as active
supporters of raider groups, and as initiators of raiding attacks themselves. From
an economic perspective, most observers agree that the economic effects of corporate
raiding in Russia are negative, in contrast to the often efficiency-enhancing effects of
takeovers elsewhere in the world. In Russia, the story goes, firms are attacked and
taken over not for productive purposes, but for short-term profits, with companies
being dismantled and assets sold off after a raid has been successfully carried out.

1For example, the novels Ochota na Isubrja (1999) and Promsona (2003) by Yulia Latynina, Reider
(2007) by Pavel Astachov, or Anti-Reider (2008) and Millioner (2010) by Sergei Sergeyev. Ochota na
Isubrja, about the takeover of a steel plant in Siberia, was made into a TV series in 2005, and Reider
into a movie in 2011. Sachvatchiki (2009, ’The Raiders’) is another TV series about a girl who tries
to bring a company stolen by raiders back to her father.
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Apart from the direct negative effects on attacked companies, this also contributes to
a negative business climate in general. If entrepreneurs have to fear that their firm is
stolen once they are successful, they are less inclined to start a business and to invest
in the first place.

Corporate raiding is the latest distinctive stage in the history of the fight for prop-
erty in Russia’s economic transition. Volkov (2004) identifies three different stages of
property re-distribution before 1998. After covert insider privatization threatened to get
out of hand (1988-1991), the reformers initiated privatization by vouchers (1992-1994),
which was then followed by the infamous loans-for-shares schemes around the time of
Boris Yeltsin’s re-election (1995-1996). By 1997, the Russian state had privatized (or
lost) a large percentage of its assets, which had been acquired mostly by insiders and
a small group of profiteers that smartly navigated the different stages of privatization,
the so-called oligarchs (Barnes 2006).

It was at this point that corporate raiding started in Russia (Volkov 2004, Radygin
2010). Those who had been left outside until now started trying to get a share of the pie,
while some of the leading oligarchs tried to consolidate and round-up their possessions
with the use of illegal takeover attacks. Although the methods, characteristics and main
protagonists of raiding attacks have changed over time, since the late 1990s until today
corporate raiding has remained a central feature of property redistribution in Russia.

Considering the central importance of the topic to understand Russia’s economy
during the 2000s, its treatment in the literature has remained relatively limited to
date. A number of descriptive studies provide an overall account of raiding in Russia.
Volkov (2004), Firestone (2008), Zhuravskaya (2008), Carbonell (2009), Settles (2009),
Sakwa (2011) and Osipian (2012) focus on a couple of high-profile cases to highlight the
characteristics, methods, determinants and economic consequences of raiding attacks.
Kireev (2007) and Radygin (2010) look more specifically on the market for corporate
control in Russia, while Woodruff (2004) and Firestone (2010) examine the legal side
of the problem. Demidova (2007) and Markus (2012) look on preventive measures and
possible defenses against raiding, whereas Kapeliushnikov et al. (2012) and Dzarasov
(2011) try to quantitatively measure the economic effects of insecure property rights in
Russia. Finally, Privalov and Volkov (2007), Aldabergenova (2010), Volkov (2010) and
Gans-Morse (2012) look on the involvement of state agencies and the role of the state.

While these studies provide important insights, a number of central questions have
not yet been addressed. Although there is a general consensus that corporate raiding has
been a central problem of the Russian economy in the 2000s, estimates about the actual
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extent of the phenomenon vary widely (see table 6, appendix). Most estimates cited
in the literature are subjective evaluations made by officials and experts in newspaper
interviews. Apart from a short study by Zhang (2010)2, there is no quantitative evidence
about the real number of raider attacks, or about a possible evolution in the number of
cases over time. While there seems to be a consensus in the literature that the number
of attacks per year might easily be situated in the hundreds or even thousands, no solid
evidence for this exists. As there has been a recent tendency in the Russian media
to call all types of corporate conflict in Russia “reiderstvo” (Sakwa 2011), the actual
number of attacks might also be lower than expected.

Evidence about the nature of the firms attacked, the raiders themselves, the preva-
lence of raiding in different regions and the extent to which state agencies are involved
remains also largely anecdotal to date. While a handful of cases has been widely cov-
ered, a genuine understanding of the phenomenon of corporate raiding would require
an analysis based on a broader sample. Such a sample would also permit to have a
look at the deeper determinants of reiderstvo in Russia, especially with respect to the
growing role played by regional state agencies and the central state.

In this paper, I attempt to provide an analysis based on a broader sample of cases.
As official information about corporate raiding in Russia does either not exist, or is not
publicly available, I base my study on a comprehensive search for cases that have been
mentioned in Russian newspaper articles. Using the online-archive Integrum3, a strict
definition of corporate raiding, and looking for at least two independent sources per
case, I find evidence for 312 cases that have occured between 1999 and 2010.

The dataset I have assembled permits a more in-depth treatment of the topic than
has previously been possible, both in a qualitative and in a quantitative sense. My
analysis confirms the hypothesis that raiding really started to take off in 1999. There
was a peak in the number of raiding attacks between 2005 and 2006, followed by a sec-
ond smaller peak in 2008, and then a stabilization at a lower level in 2009 and 2010. I
am able to identify a shift both in the sectoral and regional distribution of raiding cases
between the first and second half of the 2000s, from a concentration on the manufactur-
ing sector in heavily industrialized regions (such as the regions of Perm and Sverdlovsk
in the Urals) towards a focus on smaller companies in the service, retail, transport and
construction sectors, concentrated around the southern Russian regions of Voronezh,

2Zhang, using a number of different sources, assembles a sample of 97 major takeover cases between
1992 and 2005.

3A database containing all national and regional newspapers in Russia, www.integrum.ru.
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Volgograd, Samara and Saratov. Using firm-level data permits to show that the eco-
nomic effect of raiding attacks on attacked firms is indeed largely negative. From a
qualitative analysis of the newspaper articles collected, I find that the raider groups
involved mostly emanate from criminal groups that dominated the Russian economy
throughout the 1990s. As the state re-consolidated its hold on the Russian economy
after the financial crisis in 1998, these groups were gradually pushed out of their in-
volvement into protection rackets and started to offer enforcement services to companies
that were interested in taking over corporate rivals. In addition, they also carried out
raids for their own benefit, dismantling and selling off assets of target companies after
a successful attack. I further find that state agencies became increasingly involved in
raiding attacks throughout the decade, first as supporters of criminal raiding groups,
and then increasingly also as initiators of raiding attacks themselves. The attack on
the oil company Yukos in late 2003 seems to play a trigger role in this respect, with the
involvement of state agencies sharply increasing around the years 2003 and 2004.

I finally conduct a panel data analysis to look at the determinants of raiding attacks
across Russia’s regions. I find that the level of gross regional product, the quality of
infrastructure and human capital, as well as the presence of organized crime and the
level of political instability in a given region positively affect the number of raiding
cases. On the other hand, gross regional product per capita has a negative effect on the
frequency of cases.

Concerning the increasing involvement of regional state agencies in raiding attacks
over time, I find that higher election results for the ruling president and the presidential
party in presidential and parliamentary elections, as well as the degree to which elections
have been manipulated in a given region by local administrations, have consistently a
strongly positive effect on the number of raiding cases. A possible interpretation of
this finding might be that if regional elites are able to foster a sufficiently high level
of electoral support for the ruling elites in Moscow, they are in turn permitted to
participate in a certain degree of predatory activities in their region. Based on my
own findings and the conclusions made by other studies on the topic, I argue that
this indeed might be the case. Russia’s elites at the federal centre in Moscow would
thus face an implicit trade-off between ensuring their hold on power, and effectively
tackling the widespread presence of predatory behaviour and corruption by regional
state agencies, which are at the bottom of the high level of property rights insecurity
that make economic modernization so difficult throughout the country.

The paper is organized as follows. Section 2 presents the data and the methodology
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used for data collection. Section 3 describes the distribution of attacks across time,
regions and sectors, and looks at the nature of targeted firms, the characteristics of
raider groups, and the problem of state involvement in raiding attacks. In section 4, I
develop a testable hypothesis and then carry out a panel data analysis to look at the
determinants of raiding attacks across Russia’s regions. Section 5 concludes.

2 Methodology and Data

Until the introduction of a federal law on corporate raiding in July 20104, no official
statistics on raiding did exist in Russia. In the comparatively rare cases that raiders
were convicted, this was done under standand corporate law, making it difficult to
distinguish raiding cases from other cases in criminal statistics. Estimates about the
overall number of cases that are cited in the literature are mostly based on the subjective
opinion of experts, politicians and officials, and vary widely (see table 6, appendix).
To my knowledge, no reliable information exists to date about the number of raiding
attacks carried out each year, and their regional distribution.

The only information available are news reports and newspaper articles about at-
tacks that have taken place. There is a strong probability that only a limited number
of cases find their way into newspapers, as raiders are inclined to keep their activity
secret, and local officials might try to prevent the publication of incriminating infor-
mation. Furthermore, reporting on economic crimes is inherently risky, especially in a
country like Russia where 106 journalists have been murdered between 1999 and 20105.
Thus, it is likely that the real number of cases is a multiple of the number of cases that
can be found in the press.

On the other hand, attacked businessmen have increasingly tried to make their cases
public, as part of a strategy of defense. Compared to televised media, the Russian
print media is also still relatively independent, with a number of regional and national
newspapers actively discussing sensitive issues. Looking at a frequency analysis of
mentionings in all Russian national and regional newspapers, it seems that at least
from 2004 onwards, the issue of corporate raiding has been widely discussed in the
Russian press. Figure 1 shows that while the number of times terms such as “organized
crime” and “property redistribution” (characteristic for Russia in the 1990s) where

4Composed of a number of amendments and extensions to existing law, i.a. to Federal Law No.
147-FZ, “On Natural Monopolies”.

5“Journalists in Russia” database, http://journalists-in-russia.org/.
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mentioned remained stable throughout the 2000s, the number of mentionings for terms
such as “corporate raiding”, “siloviki”6 and “corruption” increased significantly during
the same period. Apart from showing that newspapers in Russia do discuss the issue
of corporate raiding, this is also a first hint towards the hypothesis expressed in parts
3 and 4 of this paper. The simultaneous increase in newspaper reports for “siloviki”,
“corruption” and a bit later “raider attack” suggests that both issues might be somehow
connected.

Figure 1: Terms mentioned in Russian national and regional newspapers (number of
mentions / year; source: Integrum, www.integrum.ru).

While newspaper articles thus do not constitute a perfect source of information, they
might still provide the best possibility currently available for a comprehensive collection
of data on raider attacks in Russia. In this paper, I thus undertake a systematic analysis
of Russian newspaper archives, to assemble a dataset about raiding that is as complete
as possible, given the shortcomings described above.

Newspaper archives were accessed through “Integrum”, a comprehensive online
database of all Russian national and regional newspapers archives (2441 different me-
dia in total). I searched the archives with the use of different keywords for articles
about illegal corporate takeovers and raider attacks7, ending the search when no new

6“Silovik” is a Russian word used to describe politicians from the security and military services. A
large proportion of Vladimir Putin’s close associates are siloviki (see e.g. Kryshtanovskaya and White
2003, 2009).

7Keywords used are reider, reiderstvo, reiderskii sachvat, korporativnii sachvat, nedrushestvenoe
poglashenie, peredel sobstvennosti, sakasenoe bankrotstvo, i.e. raider, raider attack, raider takeover,
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relevant articles appeared for each keyword. For each reference to an attack, I checked
if the attack was compatible with a strict definition of illegal corporate raiding. A case
was only added to the dataset if two independent sources clearly confirmed that illegal
methods were used in an attempted or successful attack on a given firm. The objective
of the attack had to be a partial or complete transfer of property from the initial owners
to the attackers. Moreover, the information also had to be detailed enough to permit
the clear identification of the year the attack occured, of the firm attacked, and of the
attack’s precise location. To control for a possible bias due to different degrees of media
freedom in Russia’s regions, I include an index of regional media freedom as control in
my regressions in part 4 of the paper.

Altogether, I was able to identify 312 cases of corporate raiding for the period 1999
to 2010, based on evidence from approximately 1500 newspaper articles. For each case,
I checked if the illegal involvement of state agencies was mentioned, either in support
of raiders, or as initiators of the raid themselves. If state-involvement was mentioned,
I grouped it according to five categories, i.e. involvement by the security services, the
tax service, courts and the legal system, any kind of regulatory control agency (e.g. fire
security), and local and regional administrations. Finally, I also retrieved financial and
corporate information for each attacked company from the company database ORBIS
(copyright BvD), ideally for the years when the raider attack occurred. This was done
to get some idea about the size, type and importance of target companies. Detailed
corporate information was available for 216 of the 312 firms in my sample.

3 Descriptive Statistics

Distribution of raider attacks over time, regions and sectors

Although Integrum covers newspaper archives from 1991 onwards, I found the first
clearly identifiable cases of corporate raiding for the year 1999. This confirms earlier
accounts of raiding “arising at the turn of the century” (Kireev 2007, page 38), with
the introduction of a new bankruptcy law in late 1998 “triggering” the start of raider
attacks (Volkov 2004). While from 1999 to 2002 the number of attacks I was able to
identify remains relatively low, attacks increase rapidly from 2003 onwards, to reach a
peak in 2005 and 2006. In 2008, the number of attacks reaches a second lower peak,

corporate takeover, hostile takeover, property redistribution, ordered bankrupcy. Archives were ac-
cessed between November 2011 and February 2012.
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before declining slightly until 2010 (figure 2).

Figure 2: Number of identified raiding attacks per year

To show the regional distribution of raider attacks, I constructed an index show-
ing the intensity of raidings across Russia’s regions (raidings weighted by the average
number of firms in a given region). A graphic representation of this raiding intensity
index reveals interesting regional patterns. Apart from a concentration in Moscow, St.
Petersburg, Tver Oblast and Primorskii Krai in the Far East, raidings are centered in
two groups of regions (figure 3). One group are the Ural mountains, with the heavily
industrialized regions of Perm, Sverdlovsk and Cheliabinsk showing a high prevalence of
raiding cases (1). A second group are the Southern Russian regions of Samara, Penza,
Saratov, Voronezh and Volgograd, as well as the republics of Tatarstan and Chuvashia
(2).

Disaggregating attacks over time reveals the dynamics of property conflicts in Putin’s
Russia. In the early 2000s, corporate raiding attacks were concentrated in centers of
heavy industry such as the Ural mountains or the Republic of Tatarstan, where large
industrial conglomerates were trying to complete and consolidate their economic em-
pires through hostile takeovers. Simultaneously, a number of ambitious latecomers such
as the infamous raider Pavel Fedulov from Yekaterinburg were trying to belatedly build
their own holding companies. After 2005, the number of raiding attacks declines in the
Urals and other heavily industrialized regions such as Ulyanovsk Oblast and Tatarstan,
indicating a consolidation of property. At the same time, a shift in raiding cases towards
a new center of gravity around the Southern Russian regions of Voronezh and Saratov
becomes visible. Figure 4 shows this shift in the intensity of raidings per region over
time, focusing on the Ural mountains and Southern Russia.
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Figure 3: Raiding intensity index (1999 - 2010) Raidings weighted by average number of firms in a

given region, normalized from 1 (low intensity) to 20 (high intensity). White grey: 1 - 4, light grey: 5 - 8, darker grey:

9 - 12, dark grey: 13 - 16, black: 17 - 20. 1) Perm and Sverdlovsk Oblast, 2) Penza, Saratov, Volgograd, Voronezh.

Figure 4: Raiding intensity index over time for Western Russia Raidings weighted by average

number of firms in a given region, normalized from 1 (low intensity) to 20 (high intensity). White grey: 1 - 4, light grey:

5 - 8, darker grey: 9 - 12, dark grey: 13 - 16, black: 17 - 20.
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This shift in the regional distribution of attacks is also reflected in the sectoral
distribution of raiding cases. While in the early 2000s, attacks are concentrated in
the manufacturing sector, around 2005 a clear change is visible, with services, retail
and construction becoming the sectors mainly affected (figure 5). The fact that raiders
shift their attention from one sector to others over time shows the dynamics of property
rights consolidation in an economy that is still in transition. In the early 2000s, the
ownership situation of many manufacturing enterprises was still unstable. Many former
Soviet company directors had acquired controlling stakes of their companies during the
privatizations of the 1990s, and had thus become de-facto owners (the so called “red
directors”). These directors were often unable to oppose well-organized raiding attacks,
especially if raiders were acting on behalf and with the resources of larger conglomerates,
or with the support of state agencies. However, once a large number of factories had
become part of bigger holding companies, these large holdings were better able to
protect their assets, with the manufacturing sector consequently experiencing a certain
consolidation in the second half of the 2000s. As it became more difficult for raiders to
attack firms in the manufacturing sector, they shifted their focus to sectors that were
easier targets, such as services, retail and construction.

Figure 5: Raider attacks by year and sector (as percentage of all attacks; NR: natural resources, A:

Agriculture, M: manufacturing, S&T: science & technology, S: services, R: retail, TR: transport, C: construction).
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Firm characteristics and economic effects of attacks

What are the characteristics of firms that are attacked? For 216 of the 312 firms in my
sample, I was able to collect complete or partial yearly data on the number of employees,
turnover, total assets and profit (using the online database ORBIS, provided by Bureau
van Dijk). A first look shows that the average number of employees of firms attacked
was much higher from 1999 to 2004 than from 2005 onwards (figure 6). This is consistent
with the sectoral distribution of raiding cases depicted above. In the early 2000s, many
of the firms affected by raiding attacks were large industrial enterprises with still high
numbers of employees as a legacy from Soviet times, such as the steel works A.K. Serov
in Yekaterinburg (attacked in 1999), the Zapadno-Sibirskiy Metallurgicheskiy Kombinat
in Novokuznetsk (attacked in 2000), or the Achinsk Alumina Refinery near Krasnoyarsk
(attacked in 2002). Eventually, as the manufacturing sector became more consolidated,
raiders put their sights on a much larger spectrum of firms in different sectors and of
different size. From an average number of 3000 employees per firm in the first half
of the 2000s, the number thus falls to an average of around 750 employees from 2005
onwards.

Changes in the nature of raided firms are also reflected by the data on turnover
and total assets. While average turnover and total assets for firms attacked between
1999 and 2007 were around 75 and 90 milion USD respectively, for the years 2008
to 2010, average turnover and total assets rose to 185 and 135 million USD (figure
6). Although in general attacked firms were smaller during the second half of the
decade, a series of attacks on recently established big retailers such as the cosmetics
firm Arbat Prestige, the mobile phone retailer Evroset, the supermarket chain Lenta or
the electronic retailers Svyaznoy and Eldorado between 2008 and 2010 are the reason
for this increase.
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Figure 6: Average yearly turnover, total assets and number of employees of attacked
firms Left y-axis: th USD, right y-axis: employees; data from Orbis (Bureau van Dijk), available for 216 of the 312

firms in the dataset. Data for the large oil companies Yukos (attacked in 2003) and Russneft (attacked in 2007) has been

excluded from the graph, as turnover (8.4 billion for Yukos, 4.6 billion for Russneft for the respective year of attack) and

total assets figures (18.7 billion for Yukos, 6 billion for Russneft, respective year of attack) were much higher than for

all other firms in the sample.

While the phenomenon of corporate raiding at the beginning of the decade had still
much to do with the restructuring and redistribution of Soviet industrial property, a
change in quality happened around the year 2005. Increasingly, attacked companies
were new businesses that had been established during the late 1990s or the early 2000s.
While some of the early raiding cases eventually led to industrial restructuring and the
consolidation of holding companies (thus in the outcome resembling takeover cases in
the West), the increasing number of attacks on young companies in the service and re-
tail sectors since 2005 constitutes a growing threat to Russia’s investment and incentive
climate, as more and more the country’s most dynamic companies are targeted. Con-
trary to the general understanding that Russia experienced a certain stabilisation and
consolidation throughout the 2000s, this indicates that the negative effects of raiding
attacks on Russia’s economy have actually become worse during the decade. The poten-
tial negative effects of such a worsening incentive climate are pointed out by Dzarasov
(2011) and Kapeliushnikov et al. (2012), who both show how insecure property rights
and short-time horizons have depressed productive investment in Russia during the last
10 years.
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How to measure the direct economic effects of raider attacks on firms? This is more
difficult than only looking on potential effects on the investment climate, as one would
need to control for all other influences on a given firm to isolate the effect of an attack
on firm performance. Given these limitations, I only undertake a rough analysis in
looking on the profitability trend of a firm during the time of an attack. For firms
where corporate data for a sufficient number of years was available (121 out of 312
in my sample), I checked if at the year of the attack or one year after the attack,
a break in the profitability trend did occur (i.e. a change from positive to negative
profits, or a drop of at least 50% in profits for at least two consecutive years). For
28% of firms in this sub-sample, such a break did happen. 12.4% of firms ceased to
exist after the attack, while 8.3% experienced a significant improvement in profitability
during the year or right after the year of an attack. For the remaining 51.2% of firms,
a clear break in the trend was not noticable8. Thus, 40.4% of firms in the sub-sample
experienced either a serious drop in profits or ceased to exist after an attack, while
only 8.3% experienced an improvement in profitability. These findings support the
hypothesis that the negative effects of raiding attacks on firm profitability do indeed
dominate positive effects. Furthermore, for many firms corporate data was no longer
available for the years following an attack (with data on these firms consequently not
being included in the above sub-sample). This suggests that the percentage of firms
that went bankrupt, were disolved or were dismantled after an attack is actually much
higher than the 12.4% of firms in the sub-sample above for which bankruptcy as a
consequence of an attack was indicated in corporate data.

By looking on the data on firm profits, we can see the effects of the financial crisis
on attacked companies. While firms in my sample were profitable on average until
2007, most firms attacked between 2008 and 2010 were losing money (figure 7). This
does not mean however that raiders increasingly targeted loss-making firms. In many
cases during the crisis, firms that were financially relatively sound got into temporary
difficulties because orders were cancelled or deliveries no longer paid. They then became
easy targets for raiders, who were using corrupt judges and legal officials to quickly
enforce minor financial claims in order to bankrupt and take over companies.

The financial crisis also gave rise to the new term of “kreditnoe reiderstvo”, i.e.
banks taking advantage of temporary difficulties of their debitors to take them over. In

8The distribution throughout time of sharp drops in profitability after an attack is relatively even
for the sample, and thus cannot be solely attributed to external shocks such as the financial crisis in
2008.
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a couple of cases, banks allegedly used methods similar to those employed by criminal
raider groups to make it difficult or impossible for debtors to serve their debt, in order to
appropriate the collateral or the companies themselves (Murashko 2009, Settles 2009).

Figure 7: Average profit/loss of attacked firms Data from Orbis (Bureau van Dijk), available for 216

of the 312 firms in the dataset.

Description of raider groups and the involvement of state agencies

Who are the people that carry out a corporate raid? Volkov (2000, 2002) has described
how the criminal groups that emerged during the late 1980s throughout Russia be-
came increasingly well organized and established in the 1990s, up to the point that
most businesses in Russia had to make regular payments to a protection racket or pri-
vate security agency. Volkov called these criminal groups and private security agencies
“violent entrepreneurs”, as they used their ability to apply organized force to fill the
vacuum left by the crumbling Soviet state. During these years, state agencies had lost
the monopoly of violence, and were often just another competitor on the market for
protection money.

With the beginning of Russia’s economic recovery after the financial crash in 1998,
state agencies received better funding, re-consolidated and were eventually able to re-
gain the monopoly of violence on the territory of the Russian state. Being pushed out
of their initial market, many criminal groups legalized their structures and evolved into
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business groups or private security agencies. Others hired lawyers and began to work
as consulting agencies for firms involved in corporate conflicts, using the connections
and knowledge they had gained during the 1990s. Firms that were interested in taking
over a rival approached these newly founded agencies, and soon the former violent en-
trepreneurs were carrying out corporate raids for a number of big business groups that
wanted to consolidate their economic holdings (Bloom et al., 2003). According to Ald-
abergenova (2010), in 2004 no less than 100 such agencies were offering their services
in Moscow alone, while Privalov and Volkov (2007) speak of “several dozen professional
agencies throughout Russia”.

A characteristic feature of these raiding groups are the close links they entertain
with state agencies. During the early 1990s, the former Soviet security apparatus expe-
rienced a significant reduction of personnel. Many members of the security services that
had lost their job went into the private sector, often joining private security agencies
or other groups controlled by violent entrepreneurs. However, they kept close contact
with colleagues that were still working for the state (Volkov 2000). After the turn of
the century, these former secret service members or policemen started using their con-
nections to facilitate the corporate raids the agencies they worked for were conducting.
As a result, raids were increasingly carried out with the active support of law enforce-
ment agencies, tax officials, or the judiciary. Eventually, members of state agencies also
started to directly play the role of a raiding group in carrying out attacks for payment9,
in conducting raider attacks in the interest of higher placed regional and state officials,
or in attacking companies for their own benefit.

In June 2010, then President Dimitry Medvedev denounced this state of affairs in
an official meeting about corporate raiding with interior minister Rashid Nurgaliev,
deploring that “as a rule, these crimes are committed with the support of law enforce-
ment officials”10. In the literature on corporate raiding, there is a strong consensus that
it is almost impossible to carry out a successful raid without the help of state agen-
cies. Bloom et al. (2003) underline that “the main tool employed in the recent wave
of hostile takeovers in Russia is the judicial branch of government, plus ’administra-
tive resources”’, while Volkov (2004) maintains that “the central feature of enterprise

9A range of price lists are available on the internet, showing how much it would approximately
cost to enlist a state agency for the provision of various raiding and enforcement services (see e.g.
Aldabergenova 2010).

10Meeting between President Dmitry Medvedev and Minister of the Interior Rashid Nurgaliev,
Vnukovo Airport, 1.06.2010; “Law on improving the effectiveness of anti-raiding measures has been
signed” (eng.news.kremlin.ru/news/532).
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takeovers [is] the use of state courts, of special police forces, and of regional admin-
istrations to execute the change of management and ownership by means of physical
or administrative coercion.” Similarly, Privalov and Volkov (2007) argue that raiders
usually operate with the help of elements in the judiciary, the security services or tax
agencies, and that most raiding agencies are protected by some regional-level official in
the FSB (Russia’s federal security service).

For my sample, I checked for each raiding case if the illegal involvement of state
agencies was mentioned. For 52.8% of cases, newspaper sources clearly stated that
state agencies were supporting the group that carried out the raid, or were themselves
initiators of an attack. Looking on state involvement over time, one can find a structural
break occuring around the year 2003. While from 1999 to 2002, illegal state involvement
was mentioned for 37% of cases, from 2003 to 2010, state agencies were involved in 61%
of cases (figure 8). This increasing involvement of state structures in raiding cases is
also found by other studies. For example, Gans-Morse (2012) finds in a study based on
90 interviews and a survey carried out in 2009 and 2010 that threats to firms’ property
rights from the side of predatory state agencies have increased sharply after 2003, with
firms also increasingly paying corrupt state officials to help solving corporate conflicts.
Gans-Morse underlines that most attacks were carried out by regional low- or mid-
level officials, with the direct involvement of high-level state officials from the center
remaining an exception. This is what I found as well after the analysis of the 1500
newspaper articles in my sample, although this might partially be due to the fact that
it is more difficult to identify and prove the involvement of high-level state officials than
that of local or regional state employees.

To have a look at the nature of state involvement, I checked for each case what kind
of state agency was involved. While the judiciary was involved in 21% of cases, the
security services in 19% and tax agencies in 17%, the involvement of local and regional
administrations was mentioned for 15% of cases, and some kind of regulatory agency
was involved in 8% of cases.

In a typical case, the police or officials from a regulatory agency would confiscate
corporate documentation during a regulatory control. These documents would then
be used by corporate raiders in a takeover attack. An example is the attack on the
meat processing factory "Plutos" in Moscow in 2004, where the owner was investigated
by local police on charges that were soon dropped. However, the police asked him to
provide a range of corporate documentation, which he submitted. Six months later,
these documents were used in a successful takeover attack on "Plutos". The company

17



Figure 8: Involvement of corrupt state agencies in illegal raider attacks (% of all attacks)

was resold six times in three months, with the premises and equipment finally being
sold off and the company being dissolved, before the case could be heard in court.

In other cases, the security services facilitated or provided logistical support for
takeover attacks, or refused to intervene when called upon. In the well documented
attack on the cosmetics chain "Arbat Prestige", competitors allegedly paid police or-
gans for help in attacking the company. During an attack on Alstom-SEMS in 2001
(a company producing electrical machinery in Yekaterinburg), the police arrested the
security service of the company in the middle of the night and drove them off in two
minibuses. Two hours later, the company was taken over by 70 armed men. When the
chemical company "Uralchimmash" was attacked in Yekaterinburg in September 2000,
the police helped the raider Pavel Fedulev to enforce his ownership claims, which were
based on fraudulent documentation. During the attack on a meat processing factory
in Yekaterinburg in 2006 ("Yekaterinskii Mjasokombinat"), the police arrived but left
again, calling the attack a "dispute amongst management entities". In Perm Oblast,
the police, although called upon, allegedly cooperated with raiders by purposefully not
investigating several cases of corporate theft.

The police also increasingly arrested entrepreneurs on minor charges, thus weakening
their ability to defend themselves against attacks. While entrepreneurs were in prison,
their companies were attacked by raiders, as happened for example in the case of the
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agricultural firm "Agromol" in 2008. Volkov et al. (2010) show that in a large part
of criminal cases related to economic crimes, these cases are not resulting from any
wrongdoing by the arrested entrepreneurs, but rather an outcome of services offered
by law enforcement agents to raider groups and economic competitors. An example
of entrepreneurs attempting to defend themselves against such practices is the civil
society organization "Biznes Solidarnost"11, which was founded by the entrepreneur
Yana Yakovleva in 2008 after she had been arrested by local police while her company
was under attack.

In a growing number of cases, security services themselves seemed to be among
the initiators of attacks. Probably the most prominent example is the attack on the
investment fund Hermitage Capital Management. Hermitage claims that the attack
was initiated by a lieutnant-colonel in the Department of Tax Crime of the Interior
Ministry, and approved of by the FSB. Allegedly, phoney tax claims were used to take
over several companies, the accounts of which were then forged to claim large tax-
repayments from the Russian state. A couple of cases in Voronezh, involving among
others the machine building factory "Rudgormash", seem to have been designed in a
similar way. In Moscow, members of the police force have been accused of forcing
companies to sell their real estate at artificially low prices, in order to resell valuable
real estate in the city’s booming construction markets (as happened for example in 2004
with a firm making medical equipment, "Biofisicheskaja Aparata"). Allegedly, police
forces in Moscow’s northern administrative district (UVD SAO g. Moskvii) have been
especially active in using intimidation and force to blackmail and take over various
companies.

Privalov and Volkov (2007) argue that over time, a change in quality in the relation
between security services and raider groups did happen. While at the beginning of
the 2000s, raider groups payed corrupt state officials in return for logistical support,
after a certain time members of the security services started to use raider groups as
instruments to achieve their own objectives. Due to their initial cooperation with
raiding agencies, the security services were well informed about illegal raids carried
out by raider groups. They then used this information to blackmail and force raiders
to carry out additional raids, with themselves becoming the main beneficiaries. In
my sample of 1500 newspaper articles, I find evidence that confirms this hypothesis.
While big industrial holdings are frequently mentioned as hiring raiding agencies to

11www.kapitalisty.ru
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initiate attacks during the early years of the decade, from the mid-2000s onwards articles
increasingly note that members of state agencies themselves ordered, initiated and
benefited from attacks.

While the security services play a prominent role in raider attacks, especially because
of their capability to use force, prosecutors, judges and the judicial system are equally
involved. Often, raiders approach courts asking for legal decisions to obtain search
warrants or official confirmation of ownership changes. These warrants are then used
to occupy companies with the help of private security companies or local police forces.
Although claims made by raiders are often based on fraudulent documentation, courts
frequently grant the raiders’ requests, either because they have been bribed, or because
they did not understand the requests’ fraudulent nature. Thus, in the takeover battle
over the Angarsk cement plant in 2007, raiders used search warrants to justify their
forced occupation of the plant. The search warrants were issued by small local courts
located far away from the city of Angarsk. Although the courts reversed their decisions
in several cases after having realized that they had been victims of fraud, the search
warrants had already served their purpose. Similarly, in the case of the high-tech
company "Ismeron" in St.Petersburg, the St. Petersburg commercial court issued in
2004 a search warrant in the name of a minority shareholder (a pensioner), which was
then used to occupy the company premises by force (that the pensioner was aware of
his involvement in the case is unlikely).

While the security services and the judiciary seem to be the state institutions most
actively involved in raider attacks, the tax service also plays a significant role. An ex-
ample is the attempt by the company Syntech to take over the world’s largest ammonia
producer Togliatti Azot in 2005. Shortly after Syntech acquired 10% of Togliatti Azot
stock and tried to take control over the company’s board of directors, Togliatti Azot was
subject to sever pressure and a series of regulatory controls (120 in 18 months) by the
tax authorities, in what allegedly amounted to a coordinated attack on Togilatti Azot.
The case of the Moscow book retailer Biblio Globus in 2007, where raiders obtained the
company’s constituent documents through the tax office and then used them in their
attack, or the sudden and substantial tax claims that pushed the telecommunications
company Svasnoi on the brink of bankruptcy in 2008 are further examples.

By far the most famous involvement of tax agencies is the attack against the oil
company Yukos that began in 2003. After the arrest of its owner Mikhail Khodorkovsky
in late 2003, the company was presented with a series of tax claims that amounted to
$27 billion, forcing the company to sell its core asset Yuganskneftegaz and eventually
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to declare bankruptcy in 2006. Shortly after Yuganskneftegaz was acquired by the then
unknown shell company Baikal-Finansgrup in December 2004, Baikal-Finansgrup was
bought by the state owned oil company Rosneft, thus confirming the political nature
of the raid.

Due to its political implications, Yukos is not a typical raiding case but rather a
personal reckoning between a leading businessman with political ambitions and presi-
dent Putin, who in arresting Khodorkovsky eliminated a potentially dangerous political
challenger (see e.g. Sakwa 2008). However, although different in scope and nature than
the other raider attacks in our sample, the Yukos affair has important implications with
regard to the involvement of state officials in corporate raiding. As shown above, the
attack on Yukos in late 2003 coincides with a notable and lasting increase in the in-
volvement of state agencies in raiding attacks, as well as with an overall increase in the
number of raiding cases. Many observers see a link between Yukos and the increasingly
predatory nature of Russian state agencies, with “every official after 2003 looking for
his own little Yukos” (interview with the social activist Yana Yakovleva, cited by Gans-
Morse 2012, page 36; see also Yakovlev 2012). In other words, once state officials at
the very top started to steal openly, mid- and low-level state officials saw no reason to
keep back either. In particular the number of entrepreneurs arrested on phoney charges
grew markedly after 2003, with Gans-Morse (2012, page 38) arguing that “after 2003,
the initial year of the Khodorkovsky Affair, there was a notable increase in the number
of economic crimes uncovered by Ministry of Internal Affairs investigators”.

This is especially significant as Yukos was essentially an attempt by the ruling elites
in Moscow to defend their hold on political power. There thus seems to exist at least
an indirect link between the increase in economic crimes committed by Russian state
officials, and the political system put in place and consolidated under Vladimir Putin.
In the next section, I will examine this link more in detail.

4 The Political Economy of Corporate Raiding in
Russia

Development of a testable hypothesis

Why do we notice an increasing involvement of state agencies in raiding cases over
time? A better understanding of what determines this development is not only crucial
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to understand the phenomenon of corporate raiding in contemporary Russia, but also
to better understand the nature of the political system build by Vladimir Putin. More
broadly, such an analysis can also contribute to a better understanding of predatory
behaviour, political power and federal-regional relations in authoritarian regimes in
general (see e.g. Azam, Bates and Bias 2009).

Two main hypotheses have been advanced by various authors to explain the increas-
ingly predatory nature of Russian state agencies. According to the first view, the central
state has lost the ability to fully control local and regional state agencies. These agen-
cies have successfully opposed attempts by the centre to initiate reforms, which would
have put into danger their ability to capture rents (Gans-Morse 2012). As a result,
local law enforcement agencies are widely active in the shadow economy, often cooper-
ating with and playing the role of enforcement agents for criminal and raider groups
(Kosals and Dubova, 2012). The growing number of statements by Vladimir Putin and
Dmitry Medvedev aknowledging the increase and emphasising the necessity to fight
bureaucratic corruption could be seen as an argument in support of this hypothesis.

Why should the centre have lost control? Mendras (2012) argues that the very
institutional changes introduced by Putin to consolidate his hold on power are at the
origin of an increasing institutional decay in Russia. Especially from 2004 onwards,
Putin has dismantled many of the institutions that have formerly assured at least a
degree of accountability and democratic control, such as independent television channels
or the election of provincial governors (centrally appointed from 2005 onwards). Due to
the centre’s selective interference in various law cases, the judiciary as an independent
institution has also largely ceased to function (Mendras 2012, pages 175-181). Looking
at a series of governance indicators by the World Bank, this decline in institutional
quality from around 2004 onwards is indeed visible for a range of different indicators
(see figure 9, appendix). The increase in predatory activities by state agencies might
thus be related to a concomitant decline of institutional quality, making it more difficult
for the centre to hold local and regional state agencies to account.

An analysis complementing the one by Mendras is offered by Taylor (2011). He
first shows how Putin has substantially strenghtened the role of coercive state agencies
(the so called power ministries or ’siloviki’) in the Russian state, and then argues that
this has been accompanied by only a limited and one-sided increase in state capacity.
While at the end of the 2000s the Russian state was significantly more able to repress
oppositional movements than when Putin came to power, the ability of the security
services to perform core law enforcement tasks such as fighting crime and terrorism
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has not improved, with the situation rather getting worse in some areas such as the
security of property rights. Taylor attributes this to the pathologies inherent in the
way the power ministries work, such as the dominance of informal and personalistic
decision-making, the lack of a monitoring and control structure, and the widespread
persistence of Soviet-type belief structures characterized by conspiracy theories, a dislike
of democratic political competition (often associated with ’disorder’), and the fear of
Russia being threatened by external and internal enemies. While this specific mode
of operation permitted the centre to use the security services to effectively suppress
political opposition, the lack of transparency and accountability characteristic of this
same mode of operation made it impossible for the security services to effectively fight
abuse of power and illegal activities in their own ranks.

Consequently, even if the central state was willing to decisively tackle bureaucratic
corruption and predatory behaviour by state agencies, this will only be possible after a
broad reform of the security services and Russia’s institutional system more generally.
However, such a reform would in turn put into jeopardy the ability of the ruling elites
to successfully control and surpress political opposition. As the capacity to do this is
one of the pillars the current political system is build upon, Putin and the ruling elites
effectively face a trade-off between their secure hold on power, and an improvement
of the rule of law that would permit them to tackle the problem of predatory state
agencies.

The apparent inability of the centre to control predatory activities by lower-level
state agencies, rather than being an exogenous event happening largely against the will
of the central state, might thus be a result and structural feature of the system put
into place under Vladimir Putin. This leads us to our second hypothesis. Rather than
having lost control over local and regional state agencies, a certain level of bureaucratic
predation might be the price the ruling elites are willing to pay to stay in power.

A couple of recent papers have shown that after the abolition of gubernatorial elec-
tions in 2005, in order to be reappointed by the president Russian provincial governors
have to be loyal to the centre, and to be able to mobilize electoral support for the pres-
ident and his party in their respective province (Turovsky 2010, Reisinger and Moraski
2011). Other criteria such as economic performance or crime rates are much less im-
portant to secure reappointment (Reisinger and Moraski 2011). In addition, the federal
centre also seems to tolerate a certain degree of rent-seeking by federal politicians that
have been appointed to serve a term as provincial governor before returning to high-level
posts at the centre (Libman, Kozlov and Schultz, 2012).
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Against this background, it is conceivable that in return for high election results,
the centre might knowingly or implicitly tolerate a certain degree of illegal activities by
regional elites. In other words, as long as regional law enforcement agencies and admin-
istrations are able to guarantee high election results for the president and the ruling
party, they are allowed to enrich themselves up to a certain degree by participating in
various illegal activities, such as raiding attacks on local businesses. Furthermore, as
regional elites are less accountable to their regional electorates after the abolition of gu-
bernatorial elections in 2005, they also do no longer have to worry as much about their
regional popularity as before, as long as they remain able to deliver high election results
to the centre. Therefore, this hypothesis could also explain why state involvement in
raiding attacks has increased around the time gubernatorial elections were abolished.

Regression Analysis

To test this hypothesis in a multivariate analysis, I gathered regional data for 81 Russian
regions for the time period 1999 to 2010. The regions of Chechnya and the Autonomous
District of Nenets were excluded from the analysis for reasons of data availability. As
data on human capital was not available for the region of Chuchotka, I include the region
only in the first two of every series of regressions (excluding Chuchotka completely does
not change the results).

While my dependent variable is the number of raiding attacks per year and re-
gion, election results in the presidential elections of the years 2000, 2004 and 2008 for
the Kremlin-backed candidate as well as election results in the Duma (parliamentary)
elections of 1999, 2003 and 2007 for the presidential party are my main explanatory
variables. In addition, an indicator developed by Dmitry Oreshkin (Oreshkin 2007),
measuring the degree to which elections have been manipulated by local elites through-
out Russia’s regions, is used as a further explanatory variable. I then also control for
a large range of other factors that might influence the frequency of raider attacks in
Russian regions, such as the level of gross regional product and gross regional product
per head, the quality of human capital and infrastructure, regional crime levels, re-
gional oil production, regional political stability, the percentage of people living below
the poverty line in each region, as well as time and regional fixed effects. Finally, I also
include an indicator measuring media freedom in Russia’s regions, as this is arguably
an important factor influencing the reporting of raiding cases in the press.

Data for presidential and Duma elections have been collected from the Central
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Election Commission of the Russian Federation, while data on regional economic per-
formance, regional crime levels, the quality of human capital and on poverty levels are
from the Russian Federal Statistics Service Rosstat. The quality of infrastructure and
political stability are measured by a ranking published every year by the Russian rating
agency Expert RA. Media freedom is a yearly indicator constructed by Nikolay Petrov
at the Carnegie Centre in Moscow. To account for regional oil production, I included a
dummy variable that is 1 for Russia’s 10 biggest oil producing regions, and 0 otherwise
(see tables 4 and 5 in the appendix for a detailed decription of the data).

I thus end up with an almost balanced panel of 960 observations, with data for 80
regions and 12 years12. Table 1 estimates the effect of presidential election results for
the Kremlin candidate on the number of rading attacks. Following our hypothesis, we
would expect that higher results will have a positive effect on the number of attacks.
This is indeed what we find. Irrespective of the number or nature of controls added,
results in presidential elections for the Kremlin candidate always have a positive and
significant effect on the number of raider attacks. Looking on election results in Duma
(parliamentary) elections for the ruling party United Russia, the picture is similar (table
2). Almost across the board, Duma election results have a positive and significant
impact on the frequency of raiding attacks.

However, these results by themselves do not necessarily mean that in return for
providing electoral support for the president and his party, local elites in regions with
high election results are allowed to participate in a certain degree of predatory activities.
Different factors might be behind this correlation between raiding attacks and election
results. For example, more people might vote for the Kremlin candidate in regions
that are heavily affected by raiding attacks, in the hope that a strong president might
protect them from criminal raider groups and corrupt regional elites.

I therefore also use a third explanatory variable that is more closely connected with
the ability of regional administrations to foster high election outcomes for the president
and his party. Elections in Russia have been widely recognized as unfair and biased
in favour of the incumbent president and the ruling party, with widespread manipula-
tions by electoral officials and regional administrations occuring throughout the country
(Bacon 2012; Kobak, Shpilkin, Pshenichnikov 2012; Klimek at al. 2012). For example,
Myagkov, Ordeshook and Shakin (2009) argue that both during the 2003/2004 and
2007/2008 election cycles in Russia, more than 10 million votes in favour of the ruling

12The only exception is data on poverty, which is missing for the region of Kamchatka for the years
1999 to 2001.
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president and party were of suspect nature, with the degree of manipulation increasing
from election to election. Using different methods, a number of studies have docu-
mented the degree of statistical irregularities in elections across Russia’s regions (see
e.g. Klimek et al., 2012). Building on these studies and aggregating different indica-
tors13, Oreshkin (2007) has constructed an index documenting the degree of electoral
irregularities across Russia’s regions. As this index is a good proxy for the attempts
of regional elites to tamper with election results in order to please the centre, I use
it as main explanatory variable in my third set of regressions (table 3). As before,
our hypothesis would suggest that the higher is the level of electoral irregularities in a
given region, the higher will be the number of raiding cases. This is again what we find.
The degree of electoral manipulation is always a strong and significant predictor of the
number of raiding attacks, irrespective of the nature and number of controls added.

What other factors do play a role as determinants of raider attacks across Russia’s
regions? From tables 1, 2 and 3, we see that the richer is a region, the more raider
attacks do occur, with the effect of gross regional product on the number of raider
attacks being positive and significant for all 24 regressions. This result intuitively makes
sense, as attacks are more frequent in regions where there is more to steal. However,
the level of GRP per capita seems to be negatively correlated with the number of raider
attacks, although the effect is not always significant. A possible explanation might be
that the wealthier individuals become on average, the better they are able to defend
themselves against attacks. A higher level of GRP per capita might also be correlated
with higher levels of civic awareness, a higher number of self-defense and civil society
organizations, better access to information through better internet connections, and a
higher quality and more widespread presence of independent newspapers.

While newspaper independence and media freedom per se might well have a negative
effect on raiding attacks, the consistent positive effect of regional media freedom on the
frequency of attacks we find in this study is not a surprise, as newspaper articles were
the source of information used to identify raiding attacks in the first place. Basically,
what we see is that in regions with freer media, the press is more likely to report and
write about attacks. Although this might be the source of a potential bias, this bias
is not a problem for our study, as it is going into the opposite direction to our main

13Indicators aggregated by Oreshkin are an implausibly high or low participation rate in elections
(1), an implausibly high number of invalid votes (2), a very high or low share of votes “against all”
(3), an implausibly high vote share for a single party or candidate (approaching 100% in some Russian
regions) (4), a high difference between results in a particular voting district and results in neighbouring
districts (5).
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findings. The fact that we still find more raiding cases in regions with higher electoral
manipulation (and thus with presumably also higher repression of the media) than in
more liberal regions suggests that without regional differences in the freedom of the
press, the effect would be even stronger.

Looking on the quality of infrastructure, it seems that better infrastructure in gen-
eral leads to a higher number of raiding attacks per region. While not always significant,
the indicator for the quality of infrastructure is consistently positive.

The number of university students as a percentage share of the overall population in
a region, which I use as a proxy for human capital, has consistently a strongly positive
and significant effect on the occurence of raider attacks. What we most probably see
here is evidence for raider attacks differing in nature from the more physical and violent,
but less sophisticated kind of crimes prevalent in Russia during the 1990s. Throughout
the 2000s, raider groups have relied on increasingly elaborate and complicated schemes,
using qualified lawyers instead of contract killers to carry out their work. An available
pool of ambitious and well qualified university students might thus play an important
role for the decision of a raider group to become active in a given region. However, it
could also be the case that higher numbers of university students can be found in regions
that are also more attractive for raiders per se (although the correlation coefficient
between human capital and gross regional product (0.504) is not exceptionally high).

I then also control for the level of political instability and risk in each region. The
indicator I use is a ranking build every year by the Russian rating agency Expert
RA, measuring the degree of investment risks emanating from political factors such
as changes in legislation, appointments and elections of new governors and mayors, as
well as the risk of expropriation for political reasons. Not surprisingly, a higher level
of political risk has always a positive and significant effect on the number of raiding
attacks.

On the contrary, regional oil production does not seem to affect the number of
raiding attacks in a significant way. Although the coefficient is always negative, it is
never significant. It seems that while two of the most notable cases of state predation
happened in the oil sector (Yukos and Russneft), in general the oil and gaz sector is too
consolidated to make it an interesting target for regional raiding groups and low and
mid-level state agencies.

The percentage of people living with an income below the poverty line also seems
to have only a limited effect on the frequency of raider attacks. While the coefficient is
always positive, it is only significant (at the 10% level) for regressions 14 and 15 (table
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2).
Finally, looking on the level of crime in a given region yields some interesting results.

I first used the number of criminal cases filed per year and capita as control for the
general crime level in a region (crime_1). The coefficient for this indicator was not
significant (regressions 7, 15 and 23). I then replaced it with the number of murders
committed per year and capita (crime_2), which arguably is a closer proxy for the
presence of organized crime and criminal groups than the overall number of criminal
cases. For this second indicator, coefficients were always strongly positive and significant
(regressions 8, 16 and 24).

The presence of organized crime in a given region thus seems to have a strong
positive effect on the frequency of raiding attacks, which intuitively makes sense. Inter-
estingly, adding a control for organized crime also consistently lowers the magnitude of
the coefficients for the explanatory variables measuring election results and election ir-
regularities (pres_elec, duma_elec and elec_irregular). In other words, in regions with
a stronger presence of organized crime, the link between election results and electoral
manipulation and the number of raiding cases is weaker. If our hypothesis that this link
reflects the involvement of state agencies in raiding cases comes true, what we find here
might be evidence for a certain level of competition between criminal groups and state
agencies for raiding targets. An alternative explanation would be that in such regions,
the involvement of state agencies is less visible, as they might be using criminal groups
to carry out raiding attacks instead of being directly involved themselves. This would
confirm the hypothesis developed by Volkov and Privalov (2007), who argue that state
agencies have increasingly been using criminal groups to carry out their own objectives.

Discussion of the results

In sum, we indeed find some evidence in support of the hypothesis outlined above.
In regions where local administrations are able to guarantee a high level of electoral
support for the ruling elites in the centre, the number of predatory attacks on local
businesses is also higher. We have also seen that from 2003 onwards, in on average 61%
of cases these same local administrations have been actively involved in the predatory
attacks described. Thus, it is at least possible that the increasing involvement of state
agencies in raiding attacks can be attributed to the fact that the centre is turning a
blind eye on the predatory activities of regional state officials, as long as these are able
to guarantee high voting results for the president and his party, even if these results
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(1) (2) (3) (4) (5) (6) (7) (8)

pres_elec
1.307**
(0.51)

1.142***
(0.51)

1.397***
(0.52)

1.778***
(0.537)

1.781***
(0.537)

1.739***
(0.539)

1.743***
(0.542)

1.59***
(0.54)

log grp
0.23***
(0.055)

0.172***
(0.059)

0.181***
(0.064)

0.165***
(0.064)

0.167***
(0.064)

0.178***
(0.064)

0.178***
(0.065)

0.178***
(0.064)

log grph
-0.373***

(0.105)
-0.251**

(0.115)
-0.306**

(0.125)
-0.231*
(0.128)

-0.208
(0.14)

-0.131
(0.155)

-0.131
(0.155)

-0.055
(0.156)

media
0.26***
(0.055)

0.272***
(0.055)

0.233***
(0.056)

0.188***
(0.058)

0.183***
(0.06)

0.191***
(0.06)

0.19***
(0.063)

0.161***
(0.061)

infrastructure
0.63**
(0.25)

0.472*
(0.255)

0.481*
(0.234)

0.466*
(0.257)

0.509**
(0.259)

0.513*
(0.265)

0.655**
(0.263)

human_cap
10.907***
(3.358)

12.001***
(3.37)

11.879***
(3.385)

12.134***
(3.395)

12.134***
(3.397)

14.925***
(3.52)

polit_risk
0.485***
(0.177)

0.493***
(0.177)

0.473***
(0.179)

0.474***
(0.l8)

0.503***
(0.179)

oil
-0.063
(0.156)

-0.079
(0.158)

-0.079
(0.158)

-0.123
(0.158)

poverty
0.685
(0.55)

0.684
(0.551)

0.549
(0.55)

crime_1
0.558
(8.289)

crime_2
1.511***
(0.528)

constant
6.217***
(0.991)

5.536***
(1.025)

5.056***
(1.319)

3.901***
(1.38)

3.6**
(1.567)

2.313
(1.902)

2.297
(1.919)

1.131
(1.94)

Time FE
Region FE

Yes
Yes

Yes
Yes

Yes
Yes

Yes
Yes

Yes
Yes

Yes
Yes

Yes
Yes

Yes
Yes

Observations
Regions
R squared

972
81

0.366

972
81
0.37

960
80

0.379

960
80

0.384

960
80

0.384

957
80

0.385

957
80

0.385

957
80
0.39

Table 1: Impact of presidential election results for the Kremlin candidate on the fre-
quency of raiding attacks, 1999-2010; dep. var.: number of raiding attacks per year and region, two-way

fixed effects; *** 1% significance level, ** 5% significance level, * 10% significance level, significant results marked bold.
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(9) (10) (11) (12) (13) (14) (15) (16)

duma_elec
0.66

(0.419)
0.723*
(0.418)

0.777*
(0.423)

1.099**
(0.439)

1.102**
(0.44)

1.176***
(0.442)

1.176***
(0.444)

0.983**
(0.454)

log grp
0.222***
(0.055)

0.166***
(0.059)

0.183***
(0.064)

0.171***
(0.064)

0.172***
(0.064)

0.188***
(0.065)

0.188***
(0.065)

0.185***
(0.064)

log grph
-0.343***

(0.104)
-0.225**

(0.115)
-0.297**

(0.126)
-0.225*
(0.128)

-0.203
(0.14)

-0.092
(0.156)

-0.092
(0.156)

-0.029
(0.157)

media
0.255***
(0.055)

0.267***
(0.055)

0.231***
(0.057)

0.192***
(0.059)

0.186***
(0.06)

0.198***
(0.061)

0.198***
(0.063)

0.167***
(0.062)

infrastructure
0.597**
(0.25)

0.432*
(0.255)

0.434*
(0.254)

0.42
(0.255)

0.483*
(0.259)

0.483*
(0.265)

0.613**
(0.263)

human_cap
10.83***
(3.372)

11.948***
(3.39)

11.829***
(3.405)

12.3***
(3.417)

12.299***
(3.419)

14.677***
(3.529)

polit_risk
0.461***
(0.178)

0.469***
(0.18)

0.456***
(0.18)

0.456***
(0.l81)

0.463***
(0.18)

oil
-0.062
(0.157)

-0.088
(0.158)

-0.088
(0.158)

-0.126
(0.158)

poverty
0.958*
(0.553)

0.958*
(0.553)

0.549
(0.55)

crime_1
-0.067
(8.298)

crime_2
1.404***
(0.543)

constant
6.561***
(0.979)

5.942***
(1.011)

5.424***
(1.312)

4.332***
(1.374)

4.038***
(1.563)

2.085
(1.947)

2.087
(1.964)

1.243
(1.968)

Time FE
Region FE

Yes
Yes

Yes
Yes

Yes
Yes

Yes
Yes

Yes
Yes

Yes
Yes

Yes
Yes

Yes
Yes

Observations
Regions
R squared

972
81

0.363

972
81

0.367

960
80

0.379

960
80

0.381

960
80
0.38

957
80

0.385

957
80

0.383

957
80

0.387

Table 2: Impact of Duma (parliamentary) election results for the ruling party United
Russia on the frequency of raiding attacks, 1999-2010; dep. var.: number of raiding attacks per year

and region, two-way fixed effects; *** 1% significance level, ** 5% significance level, * 10% significance level, significant

results marked bold.
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(17) (18) (19) (20) (21) (22) (23) (24)

elec_irregular
0.714***
(0.213)

0.668***
(0.214)

0.574***
(0.216)

0.797***
(0.227)

0.883***
(0.236)

0.855***
(0.238)

0.947***
(0.253)

0.743***
(0.241)

log grp
0.224***
(0.054)

0.177***
(0.059)

0.193***
(0.064)

0.182***
(0.064)

0.189***
(0.064)

0.199***
(0.065)

0.204***
(0.065)

0.196***
(0.064)

log grph
-0.351***

(0.103)
-0.253**

(0.115)
-0.32**
(0.126)

-0.243*
(0.128)

-0.166
(0.14)

-0.098
(0.155)

-0.086
(0.155)

-0.034
(0.156)

media
0.302***
(0.057)

0.305***
(0.057)

0.266***
(0.06)

0.23***
(0.06)

0.216***
(0.061)

0.222***
(0.061)

0.207***
(0.063)

0.19***
(0.063)

infrastructure
0.482*
(0.251)

0.342
(0.254)

0.307
(0.254)

0.248
(0.257)

0.291
(0.26)

0.339
(0.264)

0.447*
(0.267)

human_cap
9.296***
(3.365)

9.949***
(3.358)

9.427***
(3.379)

9.721***
(3.394)

9.557***
(3.397)

12.49***
(3.555)

polit_risk
0.541***
(0.18)

0.59***
(0.184)

0.568***
(0.186)

0.602***
(0.l88)

0.574***
(0.185)

oil
-0.218
(0.162)

-0.228
(0.163)

-0.245
(0.164)

-0.247
(0.163)

poverty
0.615
(0.551)

0.591
(0.551)

0.508
(0.551)

crime_1
9.248
(8.765)

crime_2
1.36**
(0.535)

constant
6.334***
(0.977)

5.886***
(1.006)

5.858***
(1.271)

4.802***
(1.314)

3.715***
(1.542)

2.566
(1.88)

2.232
(1.907)

1.537
(1.918)

Time FE
Region FE

Yes
Yes

Yes
Yes

Yes
Yes

Yes
Yes

Yes
Yes

Yes
Yes

Yes
Yes

Yes
Yes

Observations
Regions
R squared

972
81

0.369

972
81

0.367

960
80

0.379

960
80

0.381

960
80

0.386

957
80

0.387

957
80

0.388

957
80

0.391

Table 3: Impact of the degree of election irregularities on the frequency of raiding
attacks, 1999-2010; dep. var.: number of raiding attacks per year and region, two-way fixed effects; *** 1%

significance level, ** 5% significance level, * 10% significance level, significant results marked bold.
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are to a large part an outcome of electoral manipulation and vote rigging.
The hypothesis above would also fit into the larger picture of developments in Rus-

sia during the last 10 years. We have seen that while a range of mechanisms and
institutions guaranteeing a certain level of accountability and control of regional state
organs have gradually been weakened or abolished (such as competitive elections on
a federal level, regional elections, independent television stations or an independent
judiciary), a narrower set of institutions ensuring political control by the federal centre
has been strengthened (such as the ability of the security services to surpress politi-
cal opposition, the appointment of regional governors based on political loyalty, and
an increasing pressure on local administrations to assure high election results for the
president and his party14). Our hypothesis would also explain why the central state
has been consistently hesitant to intervene or condemn predatory activities by regional
state officials. For example, in the cases of Hermitage Capital or Evgeny Chichvarkin
and the mobile retailer Evroset, the central state eventually turned against the victims
of raider attacks to the extend that they had to leave the country, as they had collected
too much incriminating evidence against regional state agencies15.

Thus, what we see in contemporary Russia seems to be an authoritarian regime
in which the ruling elites are according primary importance to their hold on power,
with the economic development of the country playing only a secondary role or even
being sacrificed if both objectives conflict. This is a direct contrast to what we find for
example in China, where ensuring high growth rates to legitimize the rule of the party
is a primary objective at every level of administration (see e.g. Li and Zhou 2005, Xu
2011).

As long as the Russian economy profited from high oil prices, this system was
sustainable, as high oil prices still guaranteed a decent rate of growth (around 7%
between 1999 and 2007). However, once oil prices dropped as a result of the economic
crisis, it became clear that Russia would not be able to sustain similar growth rates in

14A number of recent articles have argued that without massive manipulations in the 2011 Duma
elections, the ruling party United Russia would have actually come out without a majority in
the State Duma (see e.g. BBC News 04.02.2012, “Vote Rigging Fears Ahead of Russian Poll”,
http://www.bbc.co.uk/news/world-europe-16874360). Accordingly, the ability of the ruling elites to
convince local state agencies to deliver sufficiently high voting results is becoming more and more an
issue of survival for the regime.

15Both Hermitage Capital owner Bill Browder and Evroset founder Evgeny Chichvarkin invested
significant amounts of resources to investigate the attacks mounted against them, eventually revealing
the names and affiliations of the regional officials that had attacked their firms. As a result, one of the
lawyers hired by Hermitage Capital in the investigation was arrested and died in prison, while both
Hermitage Capital and Chichvarkin had to leave Russia.
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the future (from 2009 to 2011, growth has been at -7.83%, 4.3% and 4.3% respectively,
with a growth rate of 3.7% forecasted for 2012). There seems to be a consensus in
the literature that Russia’s institutional deficiencies are the main obstacle to a higher
growth rate, and that tackling these deficiencies would be a precondition to change
Russia’s growth trajectory (see e.g. Hanson 2012). However, judging from recent
reactions by the government to political protests in the country, the ruling elites seem
to have decided instead to further strengthen the set of repressive institutions that are
at the origin of the countries institutional problems, one of which is the involvement of
state agencies in predatory activities described in this paper.

5 Conclusion

The objective of this paper was to examine the phenomenon of corporate raiding as
a distinctive stage of property redistribution in post-communist Russia, with a special
focus on the determinants of raiding attacks and the role of the state. To do this, I
assembled a new dataset of 312 raiding cases that occured between 1999 and 2010, by
carrying out a comprehensive scan of Russian national and regional newspaper archives.

Analysing the dataset, I found a peak in the number of raiding cases in the years
2005 and 2006, followed by a second smaller peak in 2008, and then a stabilization at
a lower level in 2009 and 2010. From the data, a shift in the sectoral and regional
distribution of raiding cases through time was identifiable, from a concentration on the
manufacturing sector in heavily industrialized regions (such as the regions of Perm and
Sverdlovsk in the Urals) towards a focus on smaller companies in the service, retail,
transport and construction sectors, concentrated around the southern Russian regions
of Voronezh, Volgograd, Samara and Saratov.

The nature of raider groups involved in raiding attacks also changed over time.
While raider groups initially often took the place or emerged from the criminal groups
that had dominated the Russian economy throughout the 1990s, after the attack on
the oil company Yukos in 2003 various state agencies became more and more involved
in raiding attacks, first as supporters of criminal raiding groups, and then increasingly
also as initiators of raiding attacks themselves.

To examine the determinants of raider attacks across Russia’s regions, I carried
out a panel data analysis. While the level of gross regional product, the quality of
infrastructure and human capital, as well as the presence of organized crime and the
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level of political instability in a given region positively affect the number of raiding
cases, gross regional product per capita has a negative effect on the frequency of cases.
With respect to the increasing involvement of regional state agencies in raiding attacks
over time, I found that higher election results for the ruling president and his party,
as well as the degree to which elections have been manipulated in a given region, have
consistently a significant and positive effect on the number of raiding cases.

I argue that a possible interpretation of this finding might be that if regional elites
are able to provide a sufficiently high level of electoral support for the ruling elites
in the federal centre, they are in turn allowed to participate in a certain degree of
predatory activities in their region. Russia’s ruling elites would thus face an implicit
trade-off between ensuring their hold on power, and effectively tackling corruption and
predatory behaviour by regional state agencies. Such an interpretation would also fit
into the wider context of political developments in Russia during the last 10 years,
where institutions assuring a certain level of public accountability and control have
been weakened, while simultaneously a narrower set of repressive institutions ensuring
political control by the ruling elites have been strengthened, with often negative effects
on Russia’s economic development and dynamism.
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6 Appendix

Variable Observations Mean St. Dev. Min Max
raiding 972 0.318 1.391 0 22
pres_elec 972 0.637 0.124 0.25 0.988
duma_elec 972 0.431 0.189 0.014 0.987
elec_irregular 972 0.206 0.228 0 1
log grp 972 11.459 1.342 7.399 15.943
log grph 972 11.222 0.959 8.537 14.142
media 972 2.753 0.859 1 5
infrastructure 972 41.774 24.161 1 88
human_cap 960 0.038 0.016 0.0013 0.1255
polit_risk 972 45.508 25.271 1 89
oil 972 0.123 0.329 0 1
poverty 969 0.262 0.138 0.066 0.943
crime_1 972 0.021 0.007 0.0031 0.0494
crime_2 972 0.204 0.107 0.054 0.906

Table 4: Summary Statistics
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Variable Description Source
raiding Number of raiding attacks per year and region. Newspaper articles (Online

database Integrum,

www.integrum.ru).

pres_elec Election results for the Russian president in presidential
elections (2000, 2004, 2008). For the time period 1999-2003, I used the

2000 election results, for 2004-2007 the 2004 election results, and for

2008-2010 the 2008 election results.

Russian Central Election
Commission
(www.cikrf.ru)

duma_elec Election results for the party “United Russia” in Duma
(parliamentary) elections (1999, 2003, 2007). For the time period

1999-2002, I used the 1999 election results, for 2003-2006 the 2003 election

results, and for 2007-2010 the 2007 election results.

Russian Central Election
Commission
(www.cikrf.ru)

elec_irregular Aggregated indicator measuring the degree to which election
irregularities are noticable in a given region.

Indicator built by Dmitry
Oreshkin (Oreshkin
2007).

log grp Logarithm of gross regional product. Russian Federal Statistics
Service Rosstat
(www.gks.ru)

log grph Logarithm of gross regional product per capita. Russian Federal Statistics
Service Rosstat
(www.gks.ru)

media Indicator measuring the degree of media freedom in Russia’s
regions (from 1, not free, to 5, free).

Nikolay Petrov, Moscow
Carnegie Center

infrastructure Yearly relative ranking measuring the quality of infrastructure in
Russia’s regions. The higher the place in the ranking, the lower the

quality of infrastructure (to avoid confusion, I changed the signs in the

otuput tables from negative to positive for the indicator, so that a positive

coefficient for infrastructure means that better infrastructure leads to a

higher number of attacks).

Russian rating agency
Expert RA
(www.raexpert.ru)

human_cap Number of university students as a percentage share of the
overall population in a region.

Russian Federal Statistics
Service Rosstat
(www.gks.ru)

polit_risk Yearly relative ranking measuring the degree of political risk and
instability in a region (the higher the place in the ranking, the higher is

political instability).

Russian rating agency
Expert RA
(www.raexpert.org)

oil Dummy variable, 1 for the 10 biggest oil producing regions in
Russia (measured by average yearly production), 0 otherwise.

Russian Federal Statistics
Service Rosstat
(www.gks.ru)

poverty The number of people with an income below the poverty line, as
percentage share of the overall population in a region.

Russian Federal Statistics
Service Rosstat
(www.gks.ru).

crime_1 The number of criminal cases filed per year and capita in a
region.

Russian Federal Statistics
Service Rosstat
(www.gks.ru)

crime_2 The number of murders per year and capita in a region. Russian Federal Statistics
Service Rosstat
(www.gks.ru)

Table 5: Description of Data
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Figure 9: Institutional Quality (Russia, 1999-2010) Worldwide Governance Indicators: in-
dicators on the accountability of government agencies, corruption, regulatory quality, government
effectiveness, and the rule of law, scale: 0 (low quality) to 100 (high quality), left y-axis, yearly pub-
lished by the World Bank, http://info.worldbank.org/governance/wgi/. State inv (right y-axis) is the
percentage of raiding cases in my sample in which governemnt agencies were involved. In the above
graph, state involvement is the only indicator increasing over time, while the World Bank governance
indicators, after an initial increase, either decrease or stagnate from 2002/2003 onwards.
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Estimate
Expert /
Politician /
Institution

Source / cited by

“...more than 60 000 attacks per year.”

Sergey Mironov
(former head of the
party “A Just
Russia”)

Demnin, Labutin (2011,
page 140)

“...in 2004, more than 100 groups active in
Moscow alone.”

A. Kireev (Moscow
city government)

Aldabergenova (2010)

“...about 5000 cases between 2000 and 2004,
1900 cases in 2005 alone.”

Russian Chamber of
Commerce and
Industry

Demnin, Labutin (2011,
page 140)

“...by 2001, thousands of cases per year.” Volkov (2004) Volkov (2004, page 527)

“...in Moscow, 11 cases in 2003, and in 2006
already 53, i.e. a 5 times increase in 4 years.”

Moscow city
prosecutor Yurii
Semin

Volkov, Privalov (2007)

“...from 2002 to 2005, about 5000 companies
attacked.”

Victor Pleskachevskii,
head of the state
committee for
property

Volkov, Privalov (2007)

“...every year, about 60 000 to 70 000 attacks in
Russia.”

Elena Ballask, St
Petersburg Law
Institute of the
General Prosecutor

Volkov, Privalov (2007)

“...approximately 70 000 Russian companies a
year become targets of raider attacks.”

Carbonnell et al.
(2009)

Carbonnell et al. (2009,
page 1)

“In 2005 Russia’s Ministry of Internal Affairs
had under preliminary investigation 346 criminal
cases connected with the unlawful seizure of
firms - twice as many as in 2004.”

Demidova (2007) Demidova (2007, page 47)

“300 Moscow businesses are raided every year.”
Ivan Novitskii, deputy
of Moscow city Duma
(2007)

Firestone (2008, page
1207)

“Every year, 60 000 to 70 000 companies
attacked in Russia.”

Auditing Chamber of
the Russian
Federation

Osipian (2011, page 8)

“Every year, 70 000 to 80 000 attempted raider
attacks result in about 5000 successful hostile
takeovers.”

Filimonova (2008)
Filimonova (2008, page

40)

Table 6: Importance and Frequency of Raiding Attacks in Russia (Estimates by Experts
and Leading Politicians) We see that estimates vary considerably, but are generally much higher
than the number of 312 cases I found by analysing Russian newspaper archives. I.e., either the biggest
part of cases never make it into the press, or estimates by experts are somehow inflated.
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