
THE STATE OF MOSCOW

To what extent are twenty-" rst century megacities a form of power? Of the 
world’s 26 megacities today, 14 of them have outgrown the country they are 
located in, according to some major parameters such as GDP, Foreign Direct 
Investments (FDI) and Population. In many of these cases, partly simultaneous 
political processes which take place in both the megacity and the country as a 
whole -- emancipation, competition and con# ict – result in discrepancies over 
power within the national borders.

! e emancipation and potential political freedom of megacities has been widely 
celebrated. Stanford University Economist Paul Romer  advocates an idea 
of Charter Cities in Africa as a means to help poor countries to fast-forward 
their economies, or using large cities as machines for economic emancipation 

from their countries.1  Geographer Parag Khanna 
shares optimism about the city as an “island of 
governance on which the future world order will 
be built.”2  Maurice Strong, a long-time o$  cial and 
consultant for the United Nations claims, “nation-
states will probably yield more of their authority to 
city governments in the decades to come.”3

Driven by a certain ideological agenda, discourse 
on this topic is devoid of scepticism: in an ever-
growing discussion on megacities, there are ever-
fewer doubts about the validity of their autonomy. 
Consequently, this investigation represents an 
e% ort to probe these theories and to anticipate the 
terrifying beauty of a prevalent emerging political 
regime - the con# ict, friction and discomfort 
between Moscow as a megacity and a shrinking 
Russia. Can “freedom” be sustained?

“.. .THE CONFLICT, FRICTION 
AND DISCOMFORT BETWEEN 
MOSCOW AS A MEGACITY AND 
A SHRINKING RUSSIA.. .”

Moscow Government
© Ʉɪɨɜɥɹ ɋɬɨɥɢɰɵ
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GROWTH

In 1991, Moscow bureaucracy was still working under the in# uence of its 
Soviet Union heritage, and therefore regulated the smallest details concerning 
the city. Controversially, the market economy, which gives some state 
responsibilities to the private sector, only made the city’s bureaucracy more 
extensive and resulted in even more regulation for the city. Due to this, 
between the years of 1991 and 2011, the bureaucratic apparatus of Moscow 
nearly doubled both in terms of departments and employees.4

At the same time, the city has only prospered, demonstrating excellent 
growth.  In 1992 Moscow’s budget was 18 times smaller than the entire 
budget for Russia and constituted $1.9 billion; now, only 20 years later, 
it is only eight times as small and has grown in size to $42.3 billion.5 ! e 
relevance of government in the city’s economy even manifests physically: the 
municipality owns some of the most prominent real estate in Moscow, such 
as the most expensive department store in the city, TsUM, and hotel Radisson 
SAS Slavyanskaya. In 2002, a government-owned company even planned 
to construct a Formula-1 race track accompanied by a casino, hotels and an 
arti" cial harbour in the city.6 ! e municipality also extends their reach into 
business: in 1991, the main functions of  Moscow’s Department of Industry 
and Science was the “production and use of secondary resources”, “production 
of goods for citizen consumption” and “use of labor resources”.  By 2011, these 
main functions had expanded and changed to include “management of shares 
in companies”.7 

To understand what these processes of “growth” actually mean, it is important 
to know that the municipal government of Moscow in the Soviet Union was a 
branch of a totally centralized system. In the Soviet Union, Moscow’s legislative 
power, also known as Mossoviet, had held sessions only two to four times a year 
for a period of two days, and there was even a tradition to elect to it exactly the 
same people as at the very top of the state: Lenin, Trotsky, Molotov.8

! erefore, it is important to note that embedded in the growth and expansion 
of Moscow’s bureaucratic process and powers is the construction of a previously 
(partially) non-existent local government.  However, as a result of this, it can be 
argued that the current level of self-governance that the city has attained goes 
beyond the lines of some of its initial motivations and directions… 

A PORTRAIT OF MOSCOW GOVERNMENT

Size     directly employs around 14,000 people; 
some 2 million people work for the city or businesses 

    owned by the city (2000)

Composition     Departments or Committees: 69
    Sub-departments: 945
    Co-Chairs: 6
    Commissions: 95

Income      $39.226 billion (budget funds)
    + around $13.729 billion (“charity funds”)

Companies     540 (controlling interests in 190 " rms,
    majority interests in 50 " rms)

Commercial real estate     In Moscow: 36 million m2

    Outside Moscow: properties in around 60 other   
                Russian regions and abroad (Abkhazia, Crimea,   

    Mongolia, Venezuela, Bulgaria, Kazakhstan, Latvia)

AVG annual incomes from real estate deals: $308.6 mill
Total value of Moscow-owned property: $25 bill (1998)

RUSSIA > MOSCOW
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Political and 
Administrative System 
of Moscow, 2012
Data source: Moscow 
Government, 1995-2012
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MOSCOW AS STATE

According to the Constitution, Moscow and St. Petersburg are two cities in 
Russia that have a status of “federal” city, giving them the same powers as the 
other 81 federal subjects: republics, oblasts, krays, autonomous okrugs and 
autonomous oblast.9 However, de facto Moscow is the only city and the only 
federal subject in Russia that is politically autonomous from the country, and 
since the fall of Soviet Union has designed its own system of bureaucracy to 
create spaces in governance where Moscow, in a way, becomes independent 
from Russia. 

Since the middle of the 1990s, Moscow has duplicated many Federal ministries 
within its municipal structure. Today, Moscow has its own Defense O$  ce, 
Energy Department, Department of Foreign A% airs with its own “embassies” 
and an A% airs Committee of Cossacks, which is a direct duplication of an 
identical Committee serving the Presidential administration.

Moscow also " nancially operates highly independently from the Federal State. 
Only 5.8% of Moscow’s budget constitutes federal subsidies while the city 
collects 53% of all its taxes for the federal budget. ! e Moscow government 
has even created a special fund that bypasses state and allows it to reach money 
outside of Parliament’s control. In a politically di$  cult cases, or when the 
federal executive branch wants to avoid dealing with the State Duma, the 
Federal government can extract funds from the " nances of Moscow.10

As a result of this relative bureaucratic and " nancial 
independence, Moscow as a political entity is able 
to pursue its own agenda, even if it is di% erent 
from that of the Federal Government. In some 
cases, the government of the city even acts as a 
de facto government of Russia, with the mayor 
of Moscow acting as the president of the country. 
For instance, the Moscow Department of Cultural 
Heritage has legally described functions to “form 
the State policy in the area of public protection, 
conservation, use and promotion of cultural 
heritage of Russian Federation”.11 Similarly, the 
Moscow municipality from its own budget until 
late 2010 was constructing a large number of 
properties (apartment buildings, spas, hotels) and 
a branch of Moscow State University in Sevastopol 
(Ukraine) with an aim of increasing the economic, 
political and cultural in# uence of the whole of 
Russia in Crimea.  According to former Mayor of 
Moscow, Yuri Luzhkov, these actions were taken 
because “losing Sevastopol, which is strategically 
important, would be tantamount to losing the 
south of Russia”.12

! e extent to which Moscow can be considered 
a political state can be understood through a 
catalogued inventory of case studies (to follow). 
! is documentation, which consists of a wide 
spectrum of topics without any intentional 
sequence, piece by piece forms an impression 
and identi" es the “state” of Moscow’s political 
independence. ! ese examples demonstrate that 
the system of autonomy bypasses a whole series of 
other administrative layers, and it works either as a 
“speedway”, implementing necessary policies nearly 
years faster than other places in Russia (as in the 

“.. .  MANAGERIAL TOOL, WHICH 
THE ADMINISTRATION OF 
THE CITY USES TO SEPARATE 
MOSCOW FROM RUSSIA, AND 
THE CITY FROM CONTEXT.. .”
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case of foreign policy), or as a system to avoid many administrative limitations 
(as in the case of presidential envoys). At the same time, this system creates a 
“safety belt” both for Moscow from the country, and the other way around. 

! e emerging picture shows that the created space in the bureaucracy of the 
city that “should not” traditionally be governed at the municipal level is not 
redundancy of “extra” bureaucracy that replicates Federal governance, but an 
apparatus, a carefully crafted managerial tool, which the administration of the 
city uses to separate Moscow from Russia, and the city from context.

Food Supply
During the 1990s, the Federal government failed to ensure food supply for 
Moscow. ! e cover pages in the Moscow Times often con" rmed this problem 
with titles like “Yes, we have no tomatoes”.13 As opposed to smaller agrarian 
cities where a large part of the population can grow food in their gardens, 
as President Mikhail Gorbachev put it: “! e food situation in Moscow 
is critical”.14 To ensure the food supply in the 1990s, Moscow developed 
economic cooperation with other regions and neighbouring countries without 
federal authorities. By the end of 1998 Moscow concluded agreements with 70 
regions, and Ukraine was Moscow’s largest food supplier.15

Privatization
In 1992, the Russian government began a controversial sell-o%  of buildings, 
factories, mining and oil companies to jump start the free market by putting 
state-owned assets in private hands. Moscow was scheduled to auction o%  
more than 3,000 companies in the city. Luzhkov bitterly opposed this strategy 
complaining that Anatoly Chubays was giving away state property “like a 
drunk selling everything in the house.”16 In 1994, Luzhkov received from 
Yeltsin approval to pursue “Moscow style” privatization. ! e Moscow style 
privatization distinguished itself in three ways: " rst, commercial competition 
with terms of investment was left behind as the old way of selling; second, a 
real estate evaluation was made to determine the market price; and third, land 
was not privatized. As a result, the city government could keep major assets 
in its hands.  For instance, by not privatizing land, the Moscow government 
is able to micromanage land use as well as manipulate rent values, prices and 
generate vast sums of money.17

Foreign Relations
At the end of 1990s, the Federal state disrupted relationships with CIS 
countries and other former Soviet Union republics.  In contrast, Luzhkov 
continued to cooperate with them, and opposed national foreign policy. 
Even during the Kremlin’s propaganda in 1995-96 against Lukashenko, 
Luzhkov signed some major contracts for delivery of trolley buses for Moscow 
from Belarus and supported Lukashenko’s policy throughout the whole 
constitutional crisis in Belarus.18 In the late 1990s, when the central power 
prioritized its cooperation with the Commonwealth of Independent States 
(CIS) according to Russia’s foreign policy, Moscow started to enter additional 
international projects. ! roughout this time, Moscow accelerated ahead of the 
federal centre in all its foreign policy initiatives.19

Foreign Representation
In 2010, visiting Chinese Prime Minister Wen Jiabao met president of Russian 
Federation Medvedev to promote China-Russia cooperation at local level. 
In the same visit he also meet with Mayor of Moscow Sergey Sobyanin and 
discussed cooperation between two capitals and other Chinese cities and 
provinces to upgrade bilateral economic and trade cooperation.20

FSB
! e high rate of organized terror in Moscow created security crises in the city. 
As result, in 1995 a position for an additional deputy director in the FSB, who 
would be responsible for Moscow city and the Moscow regional directorate, 
was created. Besides creating more direct control over security in the city, 
Luzhkov’s in# uence on the Moscow branch of the FSB grew to be so great 
that there was a case in 1999 when the FSB chose to investigate the business 
activities of Luzhkov’s wife in the Ivanovo Oblast rather than in Moscow. 21

“.. .  POLITICIANS NEED TO 
UNDERSTAND THAT MOSCOW 
NEEDS SPECIAL SECURITY 
MEASURES.. .”

Terror acts and law 
changes in Moscow
Data sources: Moscow 
Government 2005-2006; 
RIA Novosti, 2010

Geography of foreign 
policies of Russia vs 
Moscow in 1990s 
Data source: Alexandrov, 
2001

Terrorism
In 1999, after the bombing of apartment buildings 
in Moscow, Luzhkov stated, “Moscow is a 
desirable target for terrorists. ! e State Duma, the 
country’s government and other politicians need 
to understand that Moscow needs special security 
measures.”22 After the terror attacks in Moscow 
between 1999 and 2004 when more than 400 
people were killed, the Moscow government was 
given rights to develop more secure anti-terrorism 
orders for metro, high-rises and hotels than the 
orders of the federal state.23

! e State of Moscow



“.. .MOSCOW 
CONSTITUTES UP 
TO 88% OF THE 
TOTAL POPULATION 
GROWTH OF 
RUSSIA.. .”

FORCES

Partly intentional and partly accidental, Moscow’s power grab is an outcome 
of various interconnected infrastructures: history, economy and bureaucracy. 
Simon G. Kordonsky, a professor at the Higher School of Economics in 
Moscow in the Department of Local Administration, argues that some 
historical factors largely determined Moscow’s relative political autonomy 
from the country because when Russia transitioned to a market economy, its 
di% erent departments and committees of the state bureaucracy turned into 
companies that are in fact organized monopolies operating on behalf of the 
Moscow government:

  “Moscow is a very speci! c agglomeration because the Soviet Union used to consist 
of 15 republics and Moscow city as the capital of the Union. In Moscow the entire 
political ‘infrastructure’ of the Soviet Union-including the Ministry of Defense, 
Industrial production, and Finances-was concentrated. When the Soviet Union 
collapsed none of these structures went to Russia but instead everything stayed in 
Moscow. " is is why Moscow is a “city-state”; governed by Luzhkov, it has its own 
politics and determines its own ! nance, administrative and energy policies.” 

" e political structure of Soviet Union had nine levels of hierarchy. All of these levels 
were managed by the Communist party. In the Constitution, it was stated that 
this party has a leading role in the Soviet Union. In 1989, when a leading party 
was replaced, the “cement” that held together these nine levels disappeared and the 
structure of governance started to fall apart. In addition, on the second level of the 
hierarchy of the Soviet Union was Moscow city from the point of view that the city’s 
Communist Party Committee was located in Moscow. And when the Soviet Union 
collapsed, the Communist Party Committee of Moscow and all of its organizations 
also collapsed. If the Soviet Union’s 14 republics each had its own Communist party, 
the Russian Federation didn’t have a separate Communist party. It had only party 
committees of cities, regions and of course the General Committee of the CPSU. 
" erefore, a void was left in the governance level of Russia upon the collapse of 
Soviet Union.

After the breakdown of the system, the ! rst mayor of Moscow created the Moscow 
Committee of Science and Technology, which then transformed into the AFK 
Sistema holding. " is company has close ties to the Moscow government (run by 
Luzhkov’s brother in law, the company controls the city’s mortgage system, a city-
funded program to renovate large apartment buildings and, among its companies, 
is the largest gasoline operator in Moscow - DG). With this mechanism, Soviet 
structures remained in Moscow’s sphere. " is happened with all structures: Defense, 
Rosatom, Energy. Soviet ministries disappeared and turned into transnational 
corporations connected with Moscow.

Imagine the following situation, in the bureaucracy of Soviet Union was a body 
“Minmontazhvoinstroi” that performed construction of a Defense Industry 
equipment. With the collapse of the Union, this ministry disappeared and in its 
place was formed “Montazhspetsbank”.” 47  ! e bank, which in 2005 changed 
its name to International Solidarity Bank, is an authorized bank for the 
Moscow government, serving the city’s companies like the Moscow Metro, SC 
“Mosgortrans”. 

! is strategic hold on the economic assets of Moscow government was also 
seen in the beginning of the 1990s when administration chose not to privatize 
its Soviet era assets that bring pro" t in the market economy, and the municipal 
privatization program occurred only in its housing sector.48 As a result, 
municipal government by the end of 2010 still owned the majority of the land 
in Moscow, 85% of hotels in the city and shares in hundreds of companies.49

! e historical events that resulted in the concentration of “infrastructure” for 
the whole of Russia within the borders of Moscow have been accompanied 
by the global phenomena of asymmetry between the megacity and the 
hinterlands, which was produced by the market economy. ! e geography of 
economic and population growth during the last ten years in Russia shows 
Moscow’s extremely accelerated and deepened asymmetrical growth compared 
to any other point in the country. Population growth in Moscow constitutes 
up to 88% of the total population growth of Russia and 26% of the total 
GDP growth, which is larger than Russia’s most productive oil extracting 
region, which is responsible for only 9% of the GDP increase.50 ! e resulting 
concentration of Russia’s resources within the city limits of the Moscow 

municipality has reached 80% for " nancial 
resources, 78% for billionaires, 53% for federal 
budget sources, 42% for foreign imports and 40% 
for trade.51

! e shrinkage of Russia into Moscow could not 
have even been prevented by various law changes. 
! e state undertook actions to retract power 
from Moscow during both Yeltsin’s and Putin’s 
administrations. In 1995, the state established 
an economic blockade over Moscow by reducing 
its subsidies to the city. In 1999, the state ended 
its subsidies to Moscow as the federal capital. In 
2004, Putin established a law to appoint the mayor 
of Moscow as well as all other governors of the 
country. ! e federal government even established 
a centralized taxation system in 1998, leaving local 
governments only 25-30% of federal tax incomes 
and centralizing all of the taxes except the land 
tax in a uni" ed system under the control of the 
state. But at the same time, Moscow also upheld 
its claim for greater independence. In 1992, 
Moscow acquired control of its metro system from 
the government of Russian Federation. In 1996, 
Moscow required rights to retain tax revenues in 
the city’s road fund without having to pass them 
on to the federal budget. 

While Russia’s bureaucratic tools-policies, 
administrative reforms of centralization, and 
taxation--have had a fundamental impact on 
other federal subjects in Russia, they have not 
been able to in# uence and break-down Moscow’s 
separate political status. ! e two main reasons 
for the failure of the bureaucratic instruments 
are Moscow’s relative " nancial independence and 
the high level of bureaucratic “informality”. Real 
political agreements and policies are decided “in 
restaurants, while going " shing and playing soccer 
every Saturday. And not every other Saturday but 
every Saturday. ! is is how problems are solved 
and agreements about billions are reached.”52

Since the fall of Soviet Union, the relationships of 
Moscow in this context have changed. It is not the 
case that Moscow does not need its context Russia-
but year by year Moscow has become Russia. 
Deliberate or not, the new concentration patterns 
for the country’s economy has created the same 
power patterns on the political level.

>

Chronology of the 
state of Moscow 
within Russia
Data sources:
Rosstat, 1991-2010; 
Government of Moscow, 
1991-2010; Government 
of Russia 1991-2010; 
Reddaway, 2004; Jensen, 
1999; Committee of 
Municipal debt, 2001
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GLOBAL CONTEXT

Although in# uenced by historical and political particularities, Moscow’s power 
grab as a megacity is by and large a global issue that the world is facing now. 
Even the governance trends of global power institutions recognize megacities 
as a form of an autonomous political power in the contemporary urban and 
economic age. For instance, the Clinton Foundation, which is one of the 
fastest-growing NGOs in the world and whose biggest contributor is Bill 
Gates, in 2006 established the “C40” political organization of 40 city mayors. 
! e organization has accumulated signi" cant power – its budget in 2008 
constituted 1/10 of the budget of the United Nations. ! e foundation counts 
among its members people like the CEO of MasterCard, Bono, the editor of 
Financial Times, the co-founder of YouTube and New York Mayor Michael 
Bloomberg.53 ! e main motivation for the development of the " nancial and 
governmental strength of this NGO is to “help other mayors succeed by giving 
them a global voice that can compete with heads of state.”54

If the powers of Moscow have been developing its “city-state” without any 
o$  cial law of autonomy, maybe more democratic power regimes like the
United Kingdom are approaching the accelerated power of its megacity 
through active discussions on the topic. In this way, decision-makers, 
journalists and parliamentarians are speculating and arguing among themselves 
whether it is possible to position London according to the models of medieval 
city-states like Venice and Florence and even whether London should get rid of 
the rest of the country altogether.55

! e major condition setting Moscow apart as a megacity within the larger 
global context is the level of Russia’s monocentrality. Only half of the world’s 
megacities have fundamentally centralized either the population, GDP or FDI 
resources of the countries they are located in. For instance, in decentralized 
states like China, its megacity Beijing constitutes only 1% of country’s 
population and 6% of FDI; New York takes 7% of Americas population while 
Delhi holds only 2% of India’s population and 5% of its GDP. On the other 
side of the spectrum, Moscow is a global leader in accumulation of its country’s 
FDI (50%), Seoul takes the prize for holding the largest share of the country’s 
population (52%) and Paris accounts for the biggest share of GDP produced by 

a city in a given country (30%).56  ! e condition 
emerging of a megacity’s location in a centralized 
state is a competition between megacity and its 
state. While con# ict and competition between 
the megacity and its country is a condition seen 
in cities like London, Mexico, Tokyo, Paris and 
Moscow, it is not an issue of China, India or the 
United States.

Arguably, Russia, which critically is maintaining 
the centralization of growth in Moscow might be 
a unique and radical case of the “state” of friction 
between the power of the state and that of the city.

“.. .  COMPETITION BETWEEN 
MEGACITY AND ITS COUNTRY 
IS A CONDITION OF LONDON, 
MEXICO, TOKYO, PARIS AND 
MOSCOW BUT IS NOT AN ISSUE 
OF CHINA, INDIA OR USA.. .”



MOSCOW > RUSSIA

! e State apparatus comes to adopt the tools of its enemy. After two decades 
of Moscow becoming Russia, currently the whole federal state of Russia, 
which occupies one tenth of the planet’s landmass, is transforming itself into 
Moscow. ! e seemingly random processes transforming Moscow since the end 
of 2010 include post-Luzhkov government, Moscow’s privatization program 
of 2011/2013, an administrative restructuring of the Transport Ministry of 
the Federal State, expansion of the city, state corporations’ strategies and the 
structure of the newly established Federal Fund for Housing Development 
forms a part of a single, completely political project – “reconstruction” of the 
state’s power. ! e underpinning concept that can be tracked down in every 
single documented case of modi" cations in terms of ownership, governance, 
personnel comes down to “100% State.”

NEW GOVERNMENT

! e post-Luzhkov government apparatus of Moscow has been largely 
composed from the heads of various departments of Russian federal 
government. ! e changes in positions can be tracked in very simple terms. ! e 
new head of ! e Moscow Department of Cultural Heritage was previously the 
head of ! e Federal Service of Cultural heritage. ! e new Chief of Sta%  of ! e 
Moscow Government was the Chief of Sta%  of ! e Russian Government. ! e 
new Mayor of Moscow was the head of ! e Administration of the President 
of Russia. And even the new Governor of Moscow region was a minister of 
Russian Federation all the way from 1991 to 2012.

! e new Mayor has a biography saturated with consistent experiences and 
attitudes that are directed towards federalization of relatively autonomous 
federal subjects of Russia. His PhD ! esis was titled “Legal position of the 
autonomous okrugs as federal subjects of Russia”. And in 2003 Sobyanin was 
the " rst governor to support Putin’s plan to end gubernatorial elections.57 
Before heading ! e Administration of the President he chaired governance 
of both Khanty-Mansi Autonomous Okrug and Tyumen Oblast. ! ese 
economically relevant oil and gas based regions throughout the 1990s were 
highly autonomous and when Sobyanin took over their governance, he 
centralized these federal subjects and therefore established state’s control 
over Russia’s main natural resource locations. Among the various tools of 
federalization, Sobyanin even managed from 2001-2003 to chair board of TNK 
fuel company, which is one of the biggest private companies in the world and 
the 3rd largest oil company in Russia. Since Sobyanin came to Moscow he is 
implementing his experience of oil regions and centralizing his e% orts in giving 
the control of the resources, this time generated in Russia’s megacity, back to 
the country.58

“.. .  OWNERSHIP, GOVERNANCE, 
PERSONNEL COMES DOWN TO 
“100% STATE”.. .”

Sergey Shoigu

Moscow Region
Governor

1991-2010: Minister of 
Russia

Nikolai Lyamov

Deputy Mayor of 
Transport

2009-2010: Minister of 
Transport of Russia

Anton Kulbachevsky

Head of the Department 
for Environm. Protection

2008-2010: Head of 
the Federal Service of 
Natural Resources

Gulnara Penkova

Press Secretary

1999-2010: Deputy head 
of the President’s Press 
Service

Anastasiya Rakova

Chief of Sta% 

2009-2010: Chief of 
Sta%  of the Russian 
Government  

Vera Chistova

Head of the Department 
of Finance

2001-2010: Head of 
the Russian Finance 
Ministry’s Departments

Sergey Sobyanin

Mayor of Moscow

2005-2010: Head of ! e 
Administration of the 
President of Russia  

>
Biography 
chronologies of heads 
of Sobyanin’s Moscow 
Government
Data source: Moscow 
Government, 2012

! e State of Moscow



Rusnano chairmen 
Anatoly Chubais and 
Mayor of Moscow 
Sergey Sobyanin 
signing a cooperation 
agreement, 
2011.06.11.
© rusnano.com

Opening of Rusnano 
company’s Prepeg 
factory “Moskvich.” 
In picture Sergey 
Sobyanin, Anatoly 
Chubais and Viktor 
Vekselberg, owner 
of Renova Group 
2011.11.23.
© nanonewsnet.ru

STATE CORPORATIONS

Currently in Russia operates " ve state corporations: the Bank for Development 
and Foreign Economic A% airs („Vnesheconombank”)” (May 2007), 
„Nanotechnologies („Rusnano”)”(July 2007), Olimpstroy “(October 2007 ), 
“Russian Technologies” (November 2007) and “Rosatom” (December 2007). 
! e corporations together have funds of $115.9 billion, which is almost triple 
the size of the budget of Moscow, and they are 100% owned by Russian 
Federation. ! ese state corporations form a weird system – a mixture of 
company and government. In the " elds related to the sphere of the company’s 
work, they form policies of the state. ! e corporation „Russian Technologies” 
instead of the federal government is taking part in implementing Russia’s 
export/import policies and determining policies in the sphere of Russia’s 
military-technical cooperation with foreign states. „Vnesheconombank”, 
which Mr. Putin chairs, has a mandate to participate in determining federal 
investment programs, which previously was the sole function of the Federal 
Ministry of Economic Development.87

All of the state corporations are an actual part of the federal administration and 
within last two years all of them except „Olimpstroy” have been in" ltrating and 
becoming part of the municipal government of Moscow as well. ! is process 
has been happening by conducting cooperation agreements between the 
municipality and the state’s holding, and this action has not been performed in 
other cities or regions in Russia. Two processes are emerging: " rstly, the state 
corporation becomes a tool through which the state can insert their policies 
in Moscow. From an economic perspective, corporations are able to use the 
bureaucratic apparatus of Moscow to increase their market and productivity 
while none of the agreements are o% ering any ownership in shares to the 
Moscow municipal government. To achieve these goals, state corporations 
are becoming part of councils or working groups of speci" c departments of 
Moscow government related to the " eld of the corporation, just as in the 
federal case. For instance, „Vnesheconombank” is one of the council members 
in the new „Moscow transportation division”. „Russian Technologies”, 
„Rusnano” and the same „Vnesheconombank” are among the partners in 
Moscow’s housing’s development group that is being developed in partnership 
with RHDF.

In 2011, the agreement of a corporation based on the # ourishing weapons 
market “Russian Technologies” („Rostekhnologii”) which employs nearly 
940 000  people with the municipality de" nes that the Government of 
Moscow, for instance, will develop “investment projects in the area of 
the main activities of the Company”; “training of scienti" c and industrial 
specialists”; “production and sales of high-tech industrial products” and will 
“implement tools to involve „Russian Technologies” in manufacturing and 
supply of goods and services required for the municipal economy and social 

sphere of the city”.88 An example of the close involvement of the company 
in Moscow municipality is currently the ongoing modernization process of 
the city’s healthcare. A speci" c long-term agreement between the Moscow 
Government and „Russian Technologies” de" nes that the modernization will 
be developed using the technological products of the corporation.89 To develop 
Moscow’s healthcare, one of the corporation’s holding companies will conduct 
90 research and development projects and will receive investments in R&D 
which will be funded by federal program.90  In an interview to Vechernyaya 
Moskva newspaper, Sobyanin describes the involvement of the state in the city’s 
municipality: “! ere has been so much speculation on the subject that Putin 
does not like people in Moscow. But I can assure you that never before has 
there been such close cooperation between the city and the federal government. 

! e city’s healthcare system is currently undergoing 
a comprehensive modernisation programme, which 
includes structural reorganisation and replacement 
of old, outdated equipment.  Fifty percent of the 
" nancing for this project has been provided by the 
federal government (mostly directed to „Russian 
Technologies”), and the decision to allocate the 
funds was made personally by Vladimir Putin.”91 

In this case the state corporation acts as the means 
by which the federal state can, in the long term, 
control the development of the health sector 
of Moscow, which shares almost 13% of the 
total " nances of the city, while simultaneously a 
corporation with such a giant size becomes a part 
of city’s government. In this way, the in# uence of 
the bureaucratic body of Moscow becomes even 
more powerful.

! e state corporation „Rusnano” through an 
agreement with the Moscow Government is taking 
control over the city’s sector of innovation policies 
and nanotechnology projects.92 An exemplary 
case is the holding’s JSC “Prepreg” composite 
material company, which has signed a partnership 
contract with the Government of Moscow.93 As a 
result, the company on behalf of the municipality 
is developing special education for engineers that 
would help develop production of composite 
materials of „Prepeg”.94 Moscow’s government 
has agreed to spend 5% of all of its innovation 
expenditure on the products „Prepeg”.95

“.. .  THE STATE CORPORATION 
ACTS AS A MEAN HOW THE 
FEDERAL STATE CAN CONTROL 
DEVELOPMENT OF THE HEALTH 
SECTOR OF MOSCOW...”



“Russian Technologies”
(green - non governed; dotted- head o$  ces of corporation)

Radiuses and distribution of RHDF federal land freezing
(peak points of new federal housing contruction program)

Federal subsidies 
per capita among 
Federal subjects
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% of  Federal subjects 
budget
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Date source: Finance 
Ministry of Russia, 2012

! e corporation „Vnesheconombank” is becoming a part of Moscow’s 
municipal bodies of Transport, Housing and Urban development sectors. 
By being a member of their councils, it is becoming one of the biggest 
source of " nancial loans for municipal investment programs.96  For example, 
„Vnesheconombank” is providing " nancing to develop the techno-park 
Nagatino i-Land (Nagatino Island) as part of Moscow’s investment projects, 
which will be the second largest urban development project after „Moscow 
City” implemented by the Government of Moscow but in contrast to that 
project, it will be " nanced by a state-owned bank.97

! e geography of state corporations reveals that simultaneously with the 
injection of state corporations in the municipality and becoming the force that 
moves some of its policies, the parallel move of the corporations is to abandon 
Russia’s cities and regions which are unproductive economically and expensive 
to sustain. „Russian technologies” has abandoned almost half of the country 
from any interest and governance of the corporation/ministry. ! is economy of 
governance can be simple measured. Of the 83 federal subjects of Russia, 15 are 
cheaper for the state to sustain than Moscow while 67 are more expensive. ! e 
most expensive subject - the Chukotka Autonomous Okrug – costs the state 
almost 20 times more than Moscow. ! e second most expensive - Kamchatka 
Krai – which costs 16 times more than Moscow. ! is means that, to maintain 
the country, the federal state spends RUB575,114,092,886 every year more 
than would be needed in an „apocalyptic” scenario if all of the costly regions 
would move to the pattern of Moscow .98 It would be apocalyptic, if this 
weren’t indeed the reality.

STATE AS MOSCOW 

! e political regime of Moscow as State conceived in an era of wild 
liberalization now with an even admirable straightness, “violence” and 
determination is being used by the political economy of state capitalism. 

! e documented cases have been underpinned by the same logic that organizes 
state capitalism. In this form of capitalism government of a state is letting “go 
of the small to strengthen the hold over the large”.99 Russia as well as most of 
the emerging economies don’t follow the dogma of western capitalism of 1990 
– Washington Consensus and diversi" cation of the economy, but instead are
developing just one asset that they absolutely have to get right, whether this is 
access to the sea, natural resources, human resources--or perhaps the megacity. 
Following this reasoning, Russia, with an extreme selectivity and commitment, 
becomes those sectors and what is important for this project – those cities, 
which bring the greatest in# uence economically and geopolitically.100 

Consequently, Moscow as Russia’s biggest holder of resources is in a process of 
switching from a City state into a State city.

! is political “state” of Moscow de" nes two simultaneous consequences. On 
one hand, we see the hollowing out of Moscow as a municipality because the 
federal state by various means is taking it over. And, on the other hand, the 
federal in" ltration is simultaneously escalating the “size” and concentration 
of power in the city. ! e tendencies of economy are creating political 
concentration and analogously, producing a dictatorship. 

A Russia that is unapologetically and unabashedly Moscow and nothing else.
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