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Abstract
This article will analyze the activity of state-owned companies and their place in the structure of
market relations from the standpoint of contemporary approaches to the study of “state failure” and
“market failure”. It will also consider the implications of the systematic embedding of private property rights. In addition to considering the costs of the functions of state-owned companies, the authors
address the actual experience of the Russian economy in the present day, the experience of forming
state corporations and the risks associated with their operation. Particular attention will be paid to the
inhibition of incentives to improve the general institutional environment and, conversely, to the increasing incidence of direct state intervention in matters that affect economic development. We will examine
the various ways in which the growth of the public sector, de jure and de facto, reduces opportunities
for implementing private property rights.
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1. Introduction
Contemporary economic theory maintains that there is no “universally appropriate” form
of property — a form that can be considered superior to all other forms of property and be
implemented in any country and in all branches and sectors of the economy, irrespective of
VSHFL¿FKLVWRULFDOFRQGLWLRQV(YHQWKH³SXUH´IRUPVRISURSHUW\LQWKHRYHUZKHOPLQJPDMRULW\RIFDVHVDUHLQUHDOLW\FRPSRVLWH$WWKHVDPHWLPHFRPSDULVRQVRIWKHHI¿FLHQF\RI
different forms of property (entrepreneurship) in particular spheres of economic activity do

The updated English version of the article published in Russian in Voprosy Ekonomiki1RSS±
* Corresponding author, E-mail address: arad@rane.ru.
  3HHUUHYLHZXQGHUUHVSRQVLELOLW\RI9RSURV\(NRQRPLNL
ً

http://dx.doi.org/10.1016/j.ruje.2015.05.001
doi
line
1RQSUR¿WSDUWQHUVKLS³9RSURV\(NRQRPLNL´+RVWLQJE\(OVHYLHU%9$OOULJKWVUHVHUYHG



$5DG\JLQHWDO5XVVLDQ-RXUQDORI(FRQRPLFV  í

not discount and cannot discount, particularly in the circumstances of present-day “globalization”, the effect of mechanisms of central regulation.
7KH PRVW DFXWH SUREOHPV RI SUHVHQWGD\ HFRQRPLF GHYHORSPHQW DUH LQÀXHQFHG E\ WKH
“structural interaction” of private and state-owned companies in different sectors of the
economy.1 The existence of one form of property relations or another in particular spheres
of economic activity and the interaction of these forms are, as a rule, the outcome of lengthy
processes of evolution. More often than not, these forms have been shaped by the particularities of historical development (“path dependence”), and they bear the imprint of the political
and socio-cultural traditions that prevail in any particular society.
For example, A. Greif, in his detailed study of differences in the trading practices of the
merchants of Genoa and the Maghreb during the Middle Ages, noted that in the period that
followed, private entrepreneurs in the East were deprived of the opportunity to effectively defend themselves against state interference. Their activity was regulated by religious or secular authorities and sometimes, simultaneously, by both. Currently, the institutions of underdeveloped countries bear a resemblance to those of the Maghreb, whereas institutions of the
GHYHORSHG:HVWEHDUDFORVHUUHVHPEODQFHWRWKRVHRI*HQRD VHH*UHLI3±
± )RUFHQWXULHVLQWKH(DVWKXJHHFRQRPLFHQWHUSULVHVZHUHPDQDJHGDWWKHKLJKHVW
level of government, and in these circumstances, the productivity or workers, who in many
cases were held in a condition of social subjugation, was low. For structures “of Oriental
origin, the fact of being close to government or separate from government has always had
JUHDWLPSRUWDQFH6LJQL¿FDQWO\LQ2ULHQWDOVRFLHWLHVDQXQFHUHPRQLRXVDWWLWXGHWRZDUGVWKH
private property of those who did not stand in close proximity to the government has always
been common. Unquestioning submission of the institution of private property and of proSHUW\RZQHUVDVDVRFLDOVWUDWXPZDVWKHQRUP´ 9DVLOLHY3 
The emergence of political-legal conditions that provide the optimal environment for intensive long-term economic growth has usually been associated with a contraction of the preH[LVWLQJ FODQIHXGDORUDGPLQLVWUDWLYHFRPPDQG V\VWHPRIDOOSHUYDVLYHUHJXODWLRQ+RZHYHU
new institutional theorists frequently refer to the “fundamental political dilemma” formulated by
%5:HLQJDVW³$JRYHUQPHQWVWURQJHQRXJKWRSURWHFWSURSHUW\ULJKWVDQGHQIRUFHFRQWUDFWV
LVDOVRVWURQJHQRXJKWRFRQ¿VFDWHWKHZHDOWKRILWVFLWL]HQV´ :
 HLQJDVW3 ,QVRPH
contemporary, post-communist, developing states, the formula “growth in the shadow of expropriation” seems relevant as a description of the dilemmas encountered when constraints are
placed upon the institution of private property (Aguiar and Amador, 2011).
/LPLWLQJWKHVFRSHRIJRYHUQPHQWDFWLYLW\GRHVQRWE\LWVHOIHQVXUHPRUHHI¿FLHQWHFRnomic management or guarantee the emergence of market relations. Commenting about the
logic of the transition of post-communist countries to a market economy, in his Nobel Prize
VSHHFKLQ5&RDVHMXVWO\UHPDUNHGWKDWZLWKRXWWKHDSSURSULDWHLQVWLWXWLRQVQRPDUNHWHFRQRP\RIDQ\VLJQL¿FDQFHFDQH[LVWDGGLQJWKDWWKH³FXOWLYDWLRQ´RIVXFKLQVWLWXWLRQV
DOZD\VUHTXLUHVWLPHDQGHIIRUW &RDVH3 7KLVLVZK\PHDVXUHVWKDWDXJPHQW
the role of decentralized (“market-based”) regulation can, in developed countries, often turn
out to be successful, whereas similar measures are inapplicable in the same form in countries
that are still undergoing the effects of administrative command-type regulation. This circumstance serves to underline the priority that has to be given to the activation of competition
mechanisms and the perfection of market institutions.
With regard to the costs incurred by the “failures” of state activity, it is not argued, and
it cannot be argued, that every state activity is necessarily unproductive and that, accordingly, the state should be driven out of economic life by private enterprise. Adam Smith, who
attached great importance to the “invisible hand” of the market, included amongst the direct
1 Unless otherwise indicated, the terms “state-owned company” and “state-owned enterprise” are employed in this
article synonymously to describe any economic entity that is more or less controlled by the state. The term “state
FRUSRUDWLRQ´VWULFWO\VSHDNLQJUHIHUVWRDVPDOOQXPEHURIHQWLWLHVFUHDWHGLQ±E\VSHFLDOIHGHUDOODZV
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obligations of the state: “…erecting and maintaining those public institutions and those public works, which, though they may be in the highest degree advantageous to a great society,
DUHKRZHYHURIVXFKDQDWXUHWKDWWKHSUR¿WFRXOGQHYHUUHSD\WKHH[SHQVHWRDQ\LQGLYLGXDO
or small number of individuals…” Noting the essential nature of “public works” and of state
HQWHUSULVHVWKHJUHDWHFRQRPLVWHPSKDVL]HGWKDWWKHIXO¿OPHQWRIWKHVHREOLJDWLRQVUHTXLUHG
WKDWDYDULHW\RIH[SHQGLWXUHVEHXQGHUWDNHQIURPWLPHWRWLPH 6PLWK3 
No more than acknowledgment of “market failures” implies a requirement to repudiate
market relations should drawing attention to the “failures of the state” be taken to be a denial
of its important economic functions. On the contrary, many negative phenomena and many
LQHI¿FLHQW DQG KLJKO\ ZDVWHIXO HFRQRPLF RSHUDWLRQV FDQ EH DWWULEXWHG WR WKH LQVXI¿FLHQF\
of state involvement in vital areas of the economy. Privatization or nationalization are,
LQKHUHQWO\ DQGWRDVLJQL¿FDQWGHJUHHWHFKQLFDOSURFHVVHVLWLVWKHV\VWHPLFHPEHGGLQJRI
private property rights that engenders the relationships of trust that are essential if there are
to be prospects for economic development.
The downside of state activity is the erosion of private property rights brought about
by selective state intervention in relations between economic actors. Amongst the dangers
lurking along this path, the great philosophers and economists have drawn attention to the
assumption by the state, in violation of “natural” market norms, of the right to determine the
transfer of property from one participant to another,2 the state thereby acquiring legitimacy as
a type of donor of the rights of ownership. We will touch upon this problem in our examination of the functioning of state-owned companies in Russia.
2. State entrepreneurship, “political markets”, and the market environment
In the theoretical literature, the expansion (or contraction) of state participation in the economy is most often linked with the need to overcome “market failures” (or, less frequently, “state
failures”). Frequently, a complicated web of relationships exists between state enterprises and
the market environment. It goes without saying that formal differences in property rights (and,
accordingly, differences in status in the social or private sector of the economy) are of imporWDQFH +RZHYHU WKHVH FDQ EH IDU OHVV VLJQL¿FDQW WKDQ GLIIHUHQFHV LQ WKH VWUXFWXUH RI PDUNHW
relations and differences in the real status of companies and in their actual market behavior.
In some cases, the market is one of intensive competition, and it achieves optimal results
through competitive interaction between state and private companies. In other cases, companies owned by the central government or by local authorities take advantage of their privileges, exploit their monopoly position, and place technical-organizational, administrative,
and other barriers in the way of access to a particular branch of the economy.
In theory, state companies that have not been given any privileged status and are able to
operate in an active competitive environment can be relatively immune to the vicissitudes of
LPPHGLDWHFLUFXPVWDQFHVZRUNWRDORQJHUSODQQLQJKRUL]RQDQGEHSHUIHFWO\YLDEOH+RZever, most authors who analyze the mechanisms of regulation and control tend to assume
not only that so-called “political markets” are inherent in democratic systems but also that
these markets function unproblematically. The problem of the delegation of authority (the
agency problem) is located not within the state but in the relationship between voters and
politicians — and these relationships are then decked out in “market attire”. As a rule, the
2
³3URSHUW\PXVWEHVWDEOHDQGPXVWEH¿[HGE\JHQHUDOUXOHV7KRXJKLQRQHLQVWDQFHWKHSXEOLFEHDVXIIHUHU
this momentary ill is amply compensated by the steady prosecution of the rule, and by the peace and order which it
HVWDEOLVKHVLQVRFLHW\´ +XPH9RO3 '1RUWKKDVSURYLGHGDVRPHZKDWGLIIHUHQWIRUPXODWLRQ
of this law: Whenever the state has succeeded in creating the “best” (bringing comparatively greater advantages to
the ruling elites) structure of property, one that maximizes the rent appropriated by the ruler (and his group), such
SURSHUW\UHODWLRQVKDYHXVXDOO\HQWHUHGLQWRFRQÀLFWZLWKWKHQHHGIRULQWHQVLYHHFRQRPLFJURZWK VHH1RUWK
3± 
  A detailed review of the theoretical aspects of this problem is provided in Radygin and Entov, 2012.
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defenders of the relative effectiveness of the state sector take it for granted that the effects of
FRPSHWLWLYHSROLWLFDOPDUNHWVDUHEHQH¿FLDO
In fact, there is a great deal of evidence that indicates that assertions regarding the relative
HIIHFWLYHQHVVRISROLWLFDOPDUNHWVDUHQRWZHOOIRXQGHG+HUHZHDUHWDONLQJQRWVLPSO\RI
“market failures” but of an absence of the basic pre-conditions for the effective functioning of political markets. There can be few branches of political economy in which the gulf
between theory and practice is so great.
In the present article, we will not be able to examine all aspects of this complex problem:
3ROLWLFDOPDUNHWVLQFRXQWULHVZLWKGLIIHUHQWSROLWLFDOV\VWHPVKDYHWKHLURZQ VSHFL¿FLWLHV
:HZLOOUHIHURQO\WRWKHLQWHUSUHWDWLRQRI'1RUWKZKRKDVDUJXHGIRUH[DPSOHWKDWLWLV
PXFKPRUHGLI¿FXOWLQGHPRFUDWLFFRXQWULHVWKDQLQPDQDJHGVRFLHWLHVWRLPSRVHDSUHFLVH
set of conditions on political markets and, in particular, to ensure the observance of these
FRQGLWLRQV7KHGLI¿FXOWLHVDULVHSULPDULO\RXWRIWKHSDUWLFXODUUHODWLRQVKLSRI³H[FKDQJHRI
votes for promises” and with the lack of practical means for enforcing the conditions. The
complexity of political arrangements can make for “fuzziness”. Moreover, as North correctly
notes, it is institutionally impossible to impose credible commitments in relations between
the principal and the agent. It therefore transpires that the political interactions involved are
LQIDFWVLPSO\QRWFRPSDUDEOHZLWKWKRVHRIQRUPDOHFRQRPLFPDUNHWV 1RUWK 
2IODWHWKLVFRQFHSWLRQKDVEHHQORRNHGXSRQDVDPHUHWKHRUHWLFDO³H[HUFLVH´LQWKH¿HOG
RI SROLWLFDO HFRQRP\ 7KLV GRHV QRW PHDQ RI FRXUVH WKDW WKH LQÀXHQFH ZKLFK LV FOHDUO\
EHQH¿FLDORYHUDOO RIGHPRFUDWLFSURFHVVHVRQWKHHI¿FLHQF\RIHFRQRPLFSURFHVVHVLVXQGHU
question. The issue is, rather, related to the appropriateness of the analogy that is being drawn
between the markets that function in the economic and political spheres.5 In addition, the
strategies of the participants in such markets are determined by existing institutional structures and behavioral norms. Established socio-political traditions (conditions) can give rise
to market situations when, as it were, conditions of “bad equilibria” prevail.
From the point of view of empirical analysis, the following circumstance is important. As
DQXPEHU RI UHVHDUFK VWXGLHV KDYH VKRZQ DQ LPSRUWDQW IDFWRU IRU LQFUHDVLQJ HI¿FLHQF\ LQ WKH
aftermath of privatization is not only the change in the form of the property of particular enterSULVHV EXW WKH DFWLYL]DWLRQ RI FRPSHWLWLRQ ZLWKLQ WKH DSSURSULDWH EUDQFK VWUXFWXUHV 'RQDKXH
 )XUWKHUPRUHLQFDVHVZKHUHDVWDWHFRPSDQ\HQWHUVPDUNHWVZKHUHLQWHQVLYHFRPSHWLWLRQ
is present, and where — and this is particularly important — government does not provide the
company in question with particular privileges or concessions (including almost a complete lack
of transparency), its competitiveness in the industry branch in question can be fairly effective.
/HWXVQRWHWKHOLPLWVZLWKLQZKLFKVXFKFRPSDULVRQVDUHYDOLG,QVRPHLPSRUWDQWLQVWDQ
ces when we come to characterize the activity of state enterprises, different evaluative criteria
can and must be applied, and these lie outside of the framework of the market principle of the
maximization of net income.
,QDQXPEHURIFRXQWULHVLQ:HVWHUQ(XURSH HJ)UDQFH*UHDW%ULWDLQ1RUZD\ PDQ\
state-owned or semi-state-owned companies do not differ greatly from private companies
in their status or in the “nature of their activity”. For example, the demands made by the
 
$V ' :LWWPDQ KDV QRWHG ³EHKLQG HYHU\ PRGHO RI JRYHUQPHQW IDLOXUH LV DQ DVVXPSWLRQ RI H[WUHPH YRWHU
VWXSLGLW\VHULRXVODFNRIFRPSHWLWLRQRUH[FHVVLYHO\KLJKQHJRWLDWLRQWUDQVIHUFRVWV´ :LWWPDQ3 
5 )RUIXUWKHUGHWDLORQWKHLQWHUUHODWLRQVRIIRUPVRISROLWLFDORUJDQL]DWLRQDQGHFRQRPLFHI¿FLHQF\VHH$FHPRJOX
DQG5RELQVRQ
 
'HVFULELQJWKHFRQVLGHUDWLRQVWKDWXQGHUOLHWKHPRGHOVWKDWSUHVXSSRVHWKHSUHGRPLQDQFHRI³EDGSROLWLFLDQV´
)&DVHOOLDQG00RUHOOLDI¿UPWKDWWKH\KDYHSUDFWLFDONQRZOHGJHRIWKHSKHQRPHQRQGHVFULEHGLQWKHPRGHOLQ
a particular country (of course, not named) where political life displays “self-sustaining bad equilibria” (Caselli and
0RUHOOL3 
  In such cases, the accounting data published by a state company can provide a more or less unbiased picture of
LWVHI¿FLHQF\&RQYHUVHO\LQFRQGLWLRQVRIROLJRSROLVWLFPDUNHWUHODWLRQVHYHQDSULYDWHFRPSDQ\FDQPDQLSXODWHLWV
accounts and attempt to conceal relatively high costs.
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government of state companies are not so much political but commercial or “market-based”
in character. Their basic activity is, as it were, “embedded” in the general system of competiWLYHUHODWLRQV,IWKHHI¿FLHQF\RIVXFKVWDWHFRPSDQLHVGHFOLQHVVLJQL¿FDQWO\DQGWKH\LQFXU
major losses, this provides grounds for fundamental reorganization and, recently, ever more
often, for “divestiture” and the privatization of some components of the economic entity that
previously had the status of a state-owned company.
In addition to nationalizing large companies that are of strategic importance to the economy, governments sometimes resort to the indirect regulation of their activity. Most often, this
involves the regulation of the output prices of companies that are considered (with more or
OHVVMXVWL¿FDWLRQ WREH³QDWXUDOPRQRSROLHV´,QFRQGLWLRQVRIVHULRXVHFRQRPLFXSKHDYDO
regulation is extended to sectors of the economy that are characterized with “excessive” comSHWLWLRQ,QWKH¿UVWLQVWDQFHWKHJRYHUQPHQWXVXDOO\WULHVWROLPLWWKHH[WHQWRILPSHQGLQJ
price (or tariff) increases.
7KLVW\SHRIUHJXODWLRQXQTXHVWLRQDEO\RIWHQKDVDSRVLWLYHHIIHFW+RZHYHUDV-RVHSK6WLJOHU
has convincingly argued, concern for the defense of consumers from an excessive increase in
WKHFRVWRIOLYLQJRIWHQJLYHVWKHUHJXODWHGFRPSDQLHVDJUHDWHULQÀXHQFHRQJRYHUQPHQWHFRQRPLFSROLF\ 6WLJOHU %\LQWURGXFLQJUHJXODWLRQWKHJRYHUQPHQWLVHVVHQWLDOO\³SURWHFWing” these companies from the effects of market competition and presiding over an accelerated
enrichment of top managers and private owners. (A number of authors, following Stigler, have
written of a de facto “capture” of the state by the regulated companies.) In such circumstances,
DVLJQL¿FDQWGHFOLQHLQWKHHI¿FLHQF\RIWKHUHJXODWHGEUDQFKRIWKHHFRQRP\LVLQHYLWDEOH
The expansion of public ownership in the economy and the scope of government regulation inevitably come up against certain limits that are determined above all by a relative deFOLQHLQSURGXFWLYHDQGDOORFDWLYHHI¿FLHQF\$WWKLVSRLQWSURJUDPVWHQGWREHIRUPXODWHGIRU
the reform, privatization and deregulation of state-owned companies. This particular change
in direction was very marked during the last decades of the twentieth century. The very concept of “state-owned enterprise” and the policy of nationalization lost the sacrosanct status
(their “thaumaturgic valence”) that had been conferred upon them even by representatives of
WKHYDULRXVHOLWHV 7RQLQHOOL3 
Some studies have paid particular attention to the factors that precipitated the reform of
WKHSXEOLFVHFWRU+&DPSRVDQG+(VIDKDQLFDUULHGRXWDVWDWLVWLFDODQGHFRQRPLFDQDO\VLV
RIWKHIDFWRUVWKDWZHUHFRQGXFLYHWRWKHUHIRUPRIVWDWHRZQHGFRPSDQLHVLQ¿IWHHQFRXQW
ries, most of which were developing countries. Of course, amongst such factors, we have to
include the growth in the size of the public sector. Additionally, an assessment of the relevant
SURELWUHJUHVVLRQVKDVFRQ¿UPHGWKDWDWWHPSWVDWVWUXFWXUDOUHIRUPWHQGWREHXQGHUWDNHQDW
DWLPHZKHQDFRXQWU\LVH[SHULHQFLQJVHULRXVHFRQRPLFGLI¿FXOWLHV$VWKHH[WHQWWRZKLFK
the decline in economic activity becomes greater, so does the likelihood, all other things being equal, that attempts will be made to reform the public sector. The propensity to undertake
reform increases proportionately with increases in the dependence of the country upon exterQDOHFRQRPLFIDFWRUV &DPSRVDQG(VIDKDQL 
This last factor can be linked to the clear reaction in the past in South Africa to sanctions
imposed by industrially developed countries. Recently, privatization processes have gathered
PRPHQWXPLQ,UDQ)RUH[DPSOHLQ0D\WKH,UDQLDQDXWKRULWLHVPDGHSXEOLFQHZSURposals for structural reform. While retaining strict central control over the most important
VWUDWHJLFLQVWDOODWLRQVWKHJRYHUQPHQWSURSRVHGVWDUWLQJDWWKHHQGRIVHOOLQJFRPpanies to private buyers, including a number of large electrical power stations. Already,
a number of important privatization programs have been implemented in the Iranian metallurgical industry.8
8 $FFRUGLQJWRWKH,UDQLDQ'HSXW\0LQLVWHUIRUWKH0LQLQJ,QGXVWU\DWSUHVHQWVWHHODQGFRRSHUSURGXFWLRQLQWKH
country has been fully privatized, and almost half of the productive capacity of the aluminium industry has been
SULYDWL]HG ,UDQ'DLO\1RYHPEHU 
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The economic consequences of privatization have been examined in detail in a number
RI SXEOLFDWLRQV LQFOXGLQJ RXU RZQ VHH IRU H[DPSOH 5DG\JLQ HW DO  5DG\JLQ DQG
(QWRY /HWXVFRQVLGHURQO\DQXPEHURIWKHUHVXOWVRIHFRQRPLFUHIRUPVDLPHGDW
encouraging competition and the removal of strict measures of state regulation. One example
is the deregulation of air transport in the USA, which demonstrated how powerful the effect of increased market competition can be in bringing down tariffs and transport costs.
In a number of works (Megginson, 2005, Ch. 2), it has been shown that during the years
±WKHVRFLDOORVVHVDVVRFLDWHGZLWKWKHVWDWHUHJXODWLRQRISDUWLFXODUVHFWRUVRIWKH
economy increased steeply. Particular attention has been drawn to the dependence of the
tariffs of monopolies upon political factors.In the new circumstances, the actions of legislative and executive branches of government have been aimed at liquidating (or weakening)
SUHH[LVWLQJRI¿FLDOFRQVWUDLQWVXSRQFRPSHWLWLRQ
7KHHVVHQFHRIWKHSURFHVVKDVEHHQZHOOGHVFULEHGE\(%DLOH\³-XVWDVWKHUHJXODWRU\
PRYHPHQWRIWKHVUHÀHFWHGWKHYLHZWKDWPDUNHWIDLOXUHZDVSHUYDVLYHVRWKHGHUHJXODWLRQPRYHPHQWRIWKHODWHVDQGHDUO\VUHÀHFWHGWKHYLHZWKDWHFRQRPLFUHJXODWLRQ
RISULFHVDQGHQWU\ZDVDJRYHUQPHQWIDLOXUHJHQHUDWLQJPLVDOORFDWLRQVDQGLQHI¿FLHQFLHV´
%DLOH\3 
7KHVLJQL¿FDQWUHGXFWLRQLQDLUWUDQVSRUWDWLRQFRVWVLQWKH86$ZDVDWWULEXWDEOHDERYHDOO
to a freeing up of the forces of competition. The number of aviation companies operating air
WUDQVSRUWDWLRQEHWZHHQVWDWHVLQFUHDVHGIURPLQWRLQ)OLJKWVZHUHPRUH
fully booked, and not only did aggregate costs fall, but so did the cost of various services.
%HWZHHQDQGWKHDYHUDJHWDULIISHUPLOHRISDVVHQJHUDQGFDUJRWUDQVSRUWDWLRQ
IHOOE\RYHUWZRWLPHV$FFRUGLQJWRWKHFDOFXODWLRQVRI%DLOH\GHVSLWHDVLJQL¿FDQWLQFUHDVH
in the cost of aviation fuel, the average fare per passenger mile for air transport in the USA,
H[SUHVVHGLQGROODUVIHOOIURPWRFHQWVEHWZHHQDQG7KHUHGXFtion in prices brought about by market competition delivered a value to consumers estimated
at approximately 28 billion dollars per annum by 2005.
In the past few decades, a number of countries have implemented radical programs of deregulation of the production and supply of electricity. In the USA, companies that produced electricity were excluded from the distribution network and conditions were created for the emerJHQFHRIDVLJQL¿FDQWQXPEHURILQGHSHQGHQWSURGXFHUVDQGIRUWKHGHYHORSPHQWRIFRPSHWLWLYH
PDUNHWV DW WKH UHJLRQDO OHYHO$W WKH HQG RI WKH V WKHUH ZDV DFRPSUHKHQVLYH UHRUJDQL
]DWLRQRISURSHUW\UHODWLRQVLQWKH¿HOGRIDWRPLFHQHUJ\3ULYDWHEX\HUVZHUHDEOHWRDFTXLUH
DWRPLFUHDFWRUV7KHDQDO\VLVRIWKHUHVXOWVRIWKHVHUHIRUPV WKHGDWDZHUHH[DPLQHGIRUWKH
ODVW\HDUV VKRZHGWKDWWKHFRHI¿FLHQWVRIWKHRSHUDWLRQDOHI¿FLHQF\RIWKHXVHRIHOHFWULFDO
production plants increased on average by 10%. This was achieved above all by a transition to
ÀH[LEOHUHJLRQDODUUDQJHPHQWVDQGE\DUHGXFWLRQLQRXWDJHVLQHOHFWULFLW\VXSSO\'HUHJXODWLRQ
KDGDEHQH¿FLDOHFRORJLFDOHIIHFWHVWLPDWHGDWDYDOXHRIPLOOLRQGROODUVD\HDU10
7KHDEROLWLRQRIDVXEVWDQWLDOQXPEHURIDGPLQLVWUDWLYHEDUULHUVVLJQL¿FDQWO\IDFLOLWDWHG
access to previously half-closed branches of the economy.11 The expansion of the sphere
RIWKHRSHUDWLRQRIPDUNHWPHFKDQLVPVOHGWRDPDUNHGLPSURYHPHQWLQHI¿FLHQF\DQGKDG
EHQH¿FLDO HIIHFWV RQ WKH KHDOWK RI HFRQRPLF VWUXFWXUHV 7KH WUDQVLWLRQ WR GHUHJXODWHG DLU
transportation in the USA enhanced competition in the world market and provided an im  ,WKDVEHHQVKRZQWKDWWKLVW\SHRISULFHUHJXODWLRQDOZD\VGHSHQGVWRDVLJQL¿FDQWGHJUHHXSRQVRFLRSROLWLFDO
conditions and in particular upon the extent to which the mechanisms of political competition are effective. For
example, in the USA, in states where the regulatory organizations are elective and depend, therefore, upon the
opinion of the electorate, the average level of prices for electricity is, as a rule, lower than in states where the
PHPEHUVRIVXFKRUJDQL]DWLRQVDUHDSSRLQWHG 3DXODQG6FKRHQLQJ 
10
$GHWDLOHGDQDO\VLVRIWKHVHSURFHVVHVFDQEHIRXQGLQ'DYLVDQG:ROIUDPDQGDOVRLQ=KDQJ7KH
HFRQRPLFFRQVHTXHQFHVRIWKHGHUHJXODWLRQRIDWRPLFHQHUJ\LQWKH8.DUHH[DPLQHGLQ7D\ORU
11
It was as a consequence of deregulation that the total of capital investment in the industry of developed countries
PHPEHUVRIWKH2(&' VXEVWDQWLDOO\LQFUHDVHG VHHȺOHVLQDHWDO 
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SHWXVIRUSULYDWL]DWLRQLQRWKHUFRXQWULHV HJWKHSULYDWL]DWLRQRI%ULWLVK$LUZD\VLQ 
The experience of deregulation once again showed that the forms of state regulation that had
been introduced during the previous period gave rise to more problems that they resolved.
At the present time, a debate is being waged over the extent of the economic and social risks
involved. In this connection, we can point to the lively discussion in the USA over proposals
for the privatization of many highways (see, for example, Winston, 2010, 2012).
The freeing up of the forces of competition, given the necessary conditions, has contributed to the momentum in favor of the formation of an innovation economy.12 Measures for
privatization and deregulation in recent decades have accelerated the advancement of sciHQWL¿FWHFKQLFDOSURJUHVVLQVXFKQHWZRUNEUDQFKHVRIWKHHFRQRP\DVWHOHFRPPXQLFDWLRQV
air transport, electricity generation and others. Clearly, despite difference in their political
systems, the drive in a number of states for the reorganization of existing institutions, with
DYLHZWRLPSURYLQJHFRQRPLFHI¿FLHQF\LVPDNLQJKHDGZD\ The “Economic Freedom”
LQGH[GHYLVHGE\WKH&DQDGLDQ)UDVHU,QVWLWXWHVWRRGDWRQWKHHYHRIWKHFULVLV  
ZKHUHDVLQLWGLGQRWULVHKLJKHUWKDQ,WVKRXOGEHQRWHGKRZHYHUWKDWSURFHVVHVRI
GHUHJXODWLRQSDUWLFXODUO\LQWKH¿QDQFLDOVSKHUHKDYHUHVXOWHGLQWKHIRUPDWLRQRIVSHFXODtive “bubbles”, particularly in the onset of the destructive economic crisis in the USA from
±
2(&'H[SHUWVKDYHHYDOXDWHGWKHDYHUDJHVKDUHRIVWDWHRZQHGFRPSDQLHVLQWKHVDOHVDVVHWVDQGPDUNHWYDOXHRIWKHWHQODUJHVW¿UPVLQDQXPEHURIFRXQWULHV7KHOHDGHUVLQWKLVOLVW
DUH7KH3HRSOH¶V5HSXEOLFRI&KLQD  WKH8$(  5XVVLD  ,QGRQHVLD  
0DOD\VLD   DQG 6DXGL$UDELD   ,Q LQGXVWULDOO\ GHYHORSHG FRXQWULHV WKH VKDUH LV
VLJQL¿FDQWRQO\ LQ1RUZD\  $PRQJVWWKH³OHDGHUV´&KLQDDQG5XVVLDVWDQG RXWEHcause in these countries, state-owned companies are of considerable importance not only in
the extractive industries but also in a number of strategic branches of the processing industries
.RZDOVNLHWDO 7KHH[WHQVLYHSUHVHQFHRIVWDWHRZQHGFRPSDQLHVDQGWKHH[WHQWWR
which they are embedded in the extractive industries of the Near East and of South-East Asia
(at the beginning of the 2010s, the aggregate value of their sales was one and a half times
JUHDWHUWKDQWKH*'3RI*UHDW%ULWDLQ SURYLGHFOHDUHYLGHQFHRIWKHRSHUDWLRQRISRZHUIXO
objective factors consolidating their position in the national economy. (These issues are exaPLQHGLQJUHDWHUGHWDLOLQIRUH[DPSOH5RVV6WHYHQV1DVKDVKLELHWDO
In a number of cases, particularly during the implementation of long-term economic strategy, the operation of state-owned companies has made it possible to cushion the effects of the
³IDLOXUHV´RIZRUOGDQGRUQDWLRQDOPDUNHWV6WDWHRZQHGFRPSDQLHVFDQIDFLOLWDWHWKHRSH
ration of a branch of the economy where conditions of natural monopoly are present. Many
economic complexes belonging to the state go out of their way to encourage a discussion of
long-term programs for their own development. The adoption of long-term market strategies
requires the enumeration of a range of objectives, and one consequence is the avoidance of a
DGLVFXVVLRQRIWKHLQHI¿FLHQF\RIWKHVHFRPSDQLHV 9RJHOVDQJ3± 
In certain conditions, the operation of state-owned companies can help to stabilize economic growth (for example, when they actively contribute to the implementation of government “anti-crisis programs”). Recently, in a number of countries, tendencies have manifested
themselves that seem to illustrate this effect. At the same time, the long-term existence of
LOOGH¿QHG SURSHUW\ ULJKWV DQG RWKHU SROLWLFDO DQG HFRQRPLF IDFWRUV WKDW DUH GDPDJLQJ IRU
WKHEXVLQHVVFOLPDWHFDQUHVXOWLQDQRSHQHFRQRP\LQDPDVVLYHRXWÀRZRIFDSLWDODEURDG
12 For the relationship between innovatory development and the search for new rent income in different periods of
KLVWRULFDOGHYHORSPHQWVHH1RUWKHWDO
 
'HVFULELQJVRPHRIWKHUHVXOWVRISULYDWL]DWLRQLQWKH(QJOLVKHFRQRP\'0DUWLPRUWHWDOQRWH³DQHZSULFH
FDSUHJLPHZDVDGRSWHGZLWKWKHUHTXLUHPHQWRILGHQWLI\LQJFOHDUO\SUR¿WOLQHVDQGORVVHV7KLVPRUHHI¿FLHQWPRGH
RIUHJXODWLRQZDVQRWDGRSWHGGXULQJWKH\HDUVRISXEOLFRZQHUVKLSDQGWKLVIDFWDSSHDUVDVDQHYLGHQFHRIDPRUH
SURQRXQFHGFDSWXUHLQSXEOLFRZQHUVKLS´ 0DUWLPRUWHWDO3 
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This tendency was particularly marked in a number of countries, including Russia, following
WKHHFRQRPLFFULVLVRI±,QVXFKFLUFXPVWDQFHVVWDWHRZQHGFRPSDQLHVFDQDFW
as a type of “pillar”, creating conditions for a more stable (albeit in some circumstances not
particularly effective) development of the economy as a whole. Even so, the experience of
successful economic development in China shows that the existence of an extensive public
sector does not detract from the need to radically improve the general investment climate
and, in particular, conditions for the investment of foreign and domestic capital.
State-owned companies necessarily face the need to coordinate their programs with overDOOJRYHUQPHQWVWUDWHJ\LQFOXGLQJ¿QDQFLDOVWUDWHJ\$QDO\]LQJWKHJHQHUDOVWUXFWXUHRIVWDWH
institutions, J. Tirole has correctly noted that state-owned enterprises have to obey at least two
PDVWHUV³«DµVSHQGLQJPLQLVWU\¶ZLWKWKHPLVVLRQRIGHYHORSLQJWKHLQGXVWU\DQGD¿QDQFH
PLQLVWU\LQVWUXFWHGWRUHGXFHWKHEXGJHWGH¿FLW´ 7LUROH3 ,QFDVHVZKHUHVWDWH
RZQHGFRPSDQLHVDUHSDUWLFXODUO\VROLGO\HVWDEOLVKHGDFRQÀLFWRIWKHVHW\SHVRIREMHFWLYHV
can be attenuated by the allocation to them of generous funding facilities and by a substantial
relaxation of central control over the expenditure of such resources.
For approximately thirty years, there has been a discussion in the theoretical literature of
the subjects and mechanisms of management in this sphere. After all, if we consider the stateowned company to be an “agent” called upon to implement political and economic tasks
WKDWDUHVRLPSRUWDQWWKDWWKH\JHQHUDWHFRQÀLFWVQRWRQO\ZLWKWKH)LQDQFH0LQLVWU\EXWZLWK
a number of other ministries, then who, in this scheme of mutual subordination, acts as the
³SULQFLSDO´" 6HHIRUH[DPSOH/HY\$KDURQ\
1HZFRPSDQLHVRUJDQL]HGE\WKHVWDWHUHFHLYHSULYLOHJHGDFFHVVWRSUR¿WDEOHHFRQRPLFRSH
UDWLRQVSDUWLFXODUO\WRH[SRUWFRQWUDFWVDQGWR³GH¿FLWRU\´FRPSRQHQWVRIWKHH[LVWLQJWUDQVport infrastructure, including pipelines, and they establish “special relationships” with the tax
authorities and others. As a result, the mode of operation of such companies assumes particular
state-monopoly characteristics, even when other producers are operating in the same branch.
We would emphasize the following circumstance: In such conditions, the activity of stateowned companies in effect avoids the constraints of the competitive environment and of market discipline. In particular, their inability to make use of data that describe the competitive
costs of production and of competitive prices deprives their managers of vital information
relating to social demand and opportunities for effectively satisfying that demand. The role
RIHVWLPDWHVDQGRIFDOFXODWLRQVWKDWGHVFULEHWKHVSHFL¿FLWLHVRIFXUUHQWHFRQRPLFSURFHVVHV
is taken over by value judgments, by prescribed tasks and by programs, “supported” by the
ÀH[LEOH DVVHVVPHQWV RI H[SHUWV 1R OHVV VLJQL¿FDQW DUH WKH PRWLYDWLRQDO SUREOHPV WKDW DUH
created and the mechanisms of collaboration that come into existence between individual
economic subjects: The managers of state-owned companies are able, with impunity, to
QHJOHFWVWUDWHJ\IRULQQRYDWLRQDQGRUIRUWKHORZHULQJRISURGXFWLRQFRVWV
The experience of state-owned companies in many countries demonstrates that when they
succeed in reinforcing their unique position in the economy, then they and their top managers
more often than not strive to achieve this by employing a variety of methods for the realizaWLRQRIUHQW7KHVHPHWKRGVDUHPRVWHYLGHQWLQWKH¿[LQJRISULFHVIRUWKHJRRGVDQGVHUYLFHV
that state companies deliver to the government or to particular ministries. In such cases,
the competitive struggle is in essence replaced by competition of a different order — the
company that possesses a comparatively greater administrative resource prevails. These factors can have a negative effect on the economic effectiveness of a company (or branch).

  ,WLVVXI¿FLHQWWRUHIHUWRWKHUHVXOWVRIUHVHDUFKRQWKHSROLWLFDOFRQQHFWLRQVRIGLUHFWRUVRIVWDWHRZQHG
companies in Italy. Calculations show that companies whose directors had close connections with government
FRQVLVWHQWO\GHPRQVWUDWHGDORZHUOHYHORIHI¿FLHQF\ 0DQR]]LHWDO 7KHVWXGLHVRIVWDWHFRPSDQLHVLQWKH
People’s Republic of China (most of which are managed by local authorities) report a comparatively lower level of
HI¿FLHQF\IRUFRPSDQLHVZKRVHPDQDJHPHQWKDVHVWDEOLVKHGFORVHOLQNVZLWKLQÀXHQWLDOSROLWLFDO¿JXUHV :XHWDO
)DQHWDO<RXDQG'X 
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,Q FLUFXPVWDQFHV LQ ZKLFK WKH QXPEHU RI SDUWLFLSDQWV LQ WKH PDUNHW ÀXFWXDWHV WKH LQHI¿ciency of state-owned companies inevitably results in a diminution of social welfare (see, for
H[DPSOHɋDWR 
We have already drawn attention to the particularities of public choice in situations when
actors participating in decision-making exploit an administrative resource and promote the
LQWHUHVWVRISDUWLFXODUUHJLRQVRUHQWUHSUHQHXUV+HUHWKHYHU\ORJLFRIFROOHFWLYHGHFLVLRQ
making (and the characteristics of Nash equilibrium associated with such decision-making
in the relevant formal models15) guarantees a loss-makingRXWFRPHIRUWKHSURMHFWVDGRSWHG
consequently, the results promised by various state enterprises simply cannot be delivered in
full. The actions of “bureaucrats” (including the senior managers of state-owned companies),
who advocate as priority objectives an increase in the scale of activities and a maximization
RI¿QDQFLDOUHVRXUFHVSURGXFHDQDORJRXVUHVXOWV
7KH PDQDJHUV RI WKHVH FRPSDQLHV WHQG WR H[SODLQ WKH LQHI¿FLHQF\ RI WKHLU HFRQRPLF
management in terms of the limited nature of the powers they have been given and of the
LQVXI¿FLHQF\RIUHVRXUFHVDOORFDWHGWRWKHP7KH\WKHQVHHNWRUHVROYHWKHLUSUREOHPVE\H[panding their “economic empire”, with proposals for both horizontal and vertical integration.
Efforts to “extract” and “appropriate” budget funds earmarked for the support of state-owned
companies also play their part. One can easily show that in a number of cases, regional and
municipal institutions responsible for transport infrastructure and communal services have
found that the simplest means of “resolving problems” is to increase budgetary assignations
and expand the volume of non-completed construction works, for example, the construction
of transport and other means of communication. In such cases, it is usually possible to “bury”
any trace of the misappropriation of local monopoly revenues.
The question of time-inconsistency merits particular attention with regard to both the
general development of the public sector and particular initiatives taken by state-owned companies.Within political institutions, there are no real powers capable of ensuring a consistent compliance by the government with the commitments it has undertaken. In the case of
private agents, the state and, above all, legal institutions are required to monitor the implementation of contractual commitments and to impose sanctions in the event of non-compOLDQFH+RZHYHULWLVIRUWKLVYHU\UHDVRQWKDWWKHUHFDQQRWH[LVWDPHFKDQLVPIRUHLWKHUWKH
automatic or discretionary enforcement of government commitments.
At the highest levels of the legislative and executive branches of government, where there
is a regular turnover of personnel, tactical considerations of one type or another make for
a recourse to socio-political maneuvering. State-owned companies inevitably become hostage to this type of politics at a government level. Amongst the most frequent temptations
in the regulation of the institutional structures of society include efforts to resolve complex
problems by expanding the sphere of indirect government regulation and by creating new
state-owned companies tasked with resolving these very problems. Thereafter, this type of
company will naturally exploit every available method, including the effective technologies
of “bureaucratic games”, to ensure its survival and, if possible, to strengthen its position.
This can give rise to symptoms of “dynamic inconsistency”, whereby state-owned companies
WKDWZHUHRSHUDWLQJRSWLPDOO\XQGHUSUHYLRXVFRQGLWLRQVFDQEHFRPHLQHI¿FLHQWDQGVHUYHDV
instruments for the dissipation of resources.
Risks associated with the state incorporation of private companies are increased by unFHUWDLQWLHVLQWKHUHDOPVRISURSHUW\ULJKWVDQGODZVRIFRQWUDFW7KHVHJLYHULVHVSHFL¿FDOO\
15 We are referring to the comparative characteristics of different equilibria in game models describing the
FRRUGLQDWLRQRIDFWLRQVZLWKLQVRFLHW\ 0\HUVRQ 
 
Noting this type of dynamic inconsistency between the setting of political objectives and the realization of these
REMHFWLYHV ZLWKSDUWLFXODUUHIHUHQFHWRPRQHWDU\SROLF\ .\GODQGDQG3UHVFRWW  KDYHLGHQWL¿HGWKHSUREOHPV
to which this gives rise. We would add that this type of inconsistency can also be present in circumstances where
a political strategy, implemented over shorter time intervals, can be considered optimal.
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to the “hold-up problem”. These risks can also measurably weaken the incentive to adopt
long-term strategic planning and, in particular, to make additional capital investments. Some
of the above issues are of relevance to Russia today.
3. Growth of the public sector and the palliatives of Russian privatization
'HVSLWHDUDGLFDOPDUNHWWUDQVIRUPDWLRQRIWKH5XVVLDQHFRQRP\GXULQJWKHVDQGWKH
rapid progress of privatization, at the end of that decade, the state in Russia retained a major
SUHVHQFHLQPDQ\EUDQFKHVRIWKHHFRQRP\%\WKHVWDUWRIWKHWZHQW\¿UVWFHQWXU\WKHUHZDV
DVLJQL¿FDQWGHFHOHUDWLRQLQWKHUDWHRISULYDWL]DWLRQDQGWKLVKDGDOUHDG\EHFRPHQRWLFHDEOH
towards the end of the period of “mass” privatization. The “monetary” privatization of the
VHFRQGKDOIRIWKHVDLPHGDWVXSSOHPHQWLQJEXGJHWUHYHQXHVDQGUHVWUXFWXULQJSURGXFWLRQE\HQFRXUDJLQJLQYHVWPHQWGLGQRWKDYHDVDWLVIDFWRU\RXWFRPH'XULQJWKHVWKH
process of reducing the volumes of property owned by state and municipal authorities continued, with varying degrees of intensity.
A more ambiguous measure of the place and role of the state sector emerges from the fact
WKDWGXULQJWKHODVWGHFDGHWKHUHZDVQRFOHDUWHQGHQF\IRUWKHVWDWHVHFWRUWRGHFUHDVHLQVL]H
if anything, its dimensions increased if we take into account the processes of the formation of
integrated structures involving state participation. The policy for securing the management
of disparate state assets through the creation of holding companies emerged as early as the
VZKHQLWZDVDSSOLHGLQWKHIXHODQGHQHUJ\VHFWRU'XULQJWKHVKROGLQJFRPSDQLHVZHUHIRUPHGSULPDULO\LQWKHGHIHQVHLQGXVWU\DQGGXULQJWKH\HDUV±LQWHgrated structures were formed that encompassed entire branches of the economy (atomic and
aviation industries, ship-building) and a segment of the output of civil production. The forPDWLRQGXULQJRIDVSHFL¿FLQVWLWXWLRQGHVLJQDWHGDVD³VWDWHFRUSRUDWLRQ´PDUNHG
a new stage in the development of integrated structures (see below).
According to a number of estimates, the share of the state in the market capitalization
RI 5XVVLDQ FRPSDQLHV GXULQJ WKH SHULRG ± RVFLOODWHG EHWZHHQ  DQG  EXW
in any case, it was dominant. According to an estimate for 2011, state-owned companies
DFFRXQWHG IRU  RI WKH DJJUHJDWH FDSLWDO RI FRPSDQLHV LQFOXGHG LQ WKH 06&, LQGH[
7KH(FRQRPLVW3 6LJQL¿FDQWO\RQ$SULOHQWLWLHVZHUHUHJLV
tered with RossimushchestvoZKLFKLVDSSUR[LPDWHO\ RUWKRXVDQG PRUHWKDQ
RQ-DQXDU\ HQWLWLHV $WWKHVDPHWLPHWKHVWDWHSURSHUW\FRPSOH[DWWKH
IHGHUDO OHYHO FRQVLVWHG RI  HFRQRPLF VRFLHWLHV 2$2 =$2 222  DQG  )*83
)HGHUDO6WDWH8QLWDU\(QWHUSULVHV FRPSDUHGZLWK$2DQGXQLWDU\HQWHUSULVHVDW
WKHEHJLQQLQJRIDFFRUGLQJWRWKHQHZSULYDWL]DWLRQSURJUDPIRU±
,QWKHFXUUHQWµ&RQFHSWLRQIRUWKH/RQJ7HUP6RFLR(FRQRPLF'HYHORSPHQWRIWKH5XVsian Federation for the Period up to 2020’, the limits of the state sector for the contemporary
5XVVLDQHFRQRP\DUHGH¿QHGDQGWKHLPSRUWDQFHRIVWDWHHQWUHSUHQHXUVKLSLVDFNQRZOHGJHG
7KH¿QDQFLDODQGHFRQRPLFFULVLVRI±SURPSWHGDGHEDWHRYHUWKHQHHGIRUDQHZ
³ELJSULYDWL]DWLRQ´DQGLQWKHFRXUVHRIWKLVGHEDWHWKHGLI¿FXOW\RIGH¿QLQJWKHOLPLWVRIWKH
state sector and issues relating to its management came to the fore. The announcement of the
LQWHQWLRQWRLPSOHPHQWDQHZVWDJHRI³VWUXFWXUDOSULYDWL]DWLRQ´DVRIZDVWRDVLJQL¿FDQWGHJUHHLQÀXHQFHGE\DQDZDUHQHVVRIWKUHHIXQGDPHQWDOSUREOHPV
x the fact that during the crisis period, the participation of the state in the economy had increased. This was now understood as being an undesirable consequence of the strengthenLQJRIWKHLQGLUHFWLQÀXHQFHRIWKHVWDWHRQWKHSURSHUW\UHODWLRQVRIVWDWHFRQWUROOHGEDQNV
and of structures that acted as agents of the state during the implementation of anti-crisis
PHDVXUHV
x the low level of competitiveness of a number of large companies belonging to the state
VHFWRUDQGWKHLUQHHGIRUUHVWUXFWXULQJDQGWHFKQRORJLFDOPRGHUQL]DWLRQ
x the limited competence of the state in managing state property (in its existing scale).
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The new government program of the Russian Federation “Management of Federal Property”
DGRSWHGE\DGHFLVLRQRIWKH*RYHUQPHQWRIWKH5)RI)HEUXDU\1RU OLNHDOmost all previous government documents concerning property relations, stresses the need to
reduce as much as possible the participation of the state in the economy. It is at this point that
a FRQÀLFWEHWZHHQGHFODUHGDLPVDQGUHDOLQWHUHVWVDULVHV
An increase in the participation of the state in the economy creates opportunities for the
DSSURSULDWLRQRISULYDWHEHQH¿WVLQDYDULHW\RIIRUPVLQFOXGLQJVXEVWDQWLDOLQFRPHLQWKH
form of rent, and this (combined, of course, with other factors) can result in the development
of a sort of external technical asymmetry in the behavior of the state. For example, proposals for the de-nationalization of large enterprises necessarily result in lengthy procedures
for discussion, coordination and preparation. At the same time, decisions for the creation of
new “closed” state-owned companies or for the compulsory cartelization of governmentcontrolled enterprises and strategic branches of industry are addressed as “measures for implementation” without being debated at the legislative level.
If we compare the processes that have governed nationalization during the past few decades with processes that have governed privatization, we discover a marked asymmetry.
+XJHVWDWHRZQHGFRPSDQLHVRUDVVRFLDWLRQVWHQGWREHFUHDWHG³LQRQHIHOOVZRRS´LQPRVW
cases without preliminary public debate. In regard to privatization, the picture is very different. Fiscal and other positive advantages are debated for years on end (and still continue to
the present day). Plans for the “partial privatization” of particular state-owned companies
(enterprises) are deferred year after year and amended, often with the effect of negating the
original purpose.
This asymmetry betrays a traditional attachment to administrative methods of management
DQGFDQDOVRUHÀHFWWKHUHOXFWDQFHRIWKHUXOLQJpOLWHVQRWHGHDUOLHUWROHWJRRIWKHOHYHUVRI
power and lose the sources of income to which they have become accustomed. In the theoretiFDOOLWHUDWXUHRIWKHEHJLQQLQJRIWKHWZHQW\¿UVWFHQWXU\ZHHQFRXQWHUWKHWHUP³UHOXFWDQW
SULYDWL]DWLRQ´ %RUWRORWWLDQG)DFFLR 7KLVDWWLWXGHLVHQWLUHO\FRPSDWLEOHZLWKDVWXEborn commitment (a form of inertia) actually to increase the role of the state in the economy.18
Frequently, this attitude is accompanied by what is known as the “short-sightedness effect”. The unpleasant consequences (for example, unemployment) of putting a company on
a market footing are felt very rapidly: The number of unemployed individuals increases, and
the wages of those who retain their jobs are reduced. The response in some cases has been
a repeated extension of deadlines for privatization, accompanied by veiled allusions to the
existence of “political constraints”. A. Ghosh and P. Sen, who devised a general equilibrium
model for analyzing processes of the denationalization of the economy, have argued that an
optimal solution to this particular problem would be to accompany privatization with a sigQL¿FDQWUHGXFWLRQRIWKHEDUULHUVWKDWKLQGHUWKHLQWHUQDWLRQDOPRYHPHQWRIJRRGVDQGFDSLWDO
(Ghosh and Sen, 2012).
0HDVXUHVIRUWKHUHRUJDQL]DWLRQRISURGXFWLRQDQGLPSURYHPHQWLQHFRQRPLFHI¿FLHQF\
have been in train for an even longer period, and usually, they are bound up with other
³EDFNJURXQG´PHDVXUHV+RZHYHUWKHJRYHUQPHQWGRHVQRWJRRXWRILWVZD\WRVWLPXODWH
a broad-ranging debate as to why state property has to be retained in one form or another in
so-called strategic companies.
Many projects for the selling-off of strategic blocks of shares include a condition for the
retention of a “golden share” by the state. In most cases, the limits of the state prerogative

 

6HH IRU H[DPSOH 5DG\JLQ  0HJJLQVRQ   %HUJK DQG +HQUHNVRQ  (VWULQ HW DO 
%RUWRORWWLDQG6LQLVFDOɫR5RODQG
18
)RUIXUWKHUGHWDLOVHH5DG\JLQDQG(QWRY
  ³, ¿QG LW VXUSULVLQJ WKDW SULYDWL]DWLRQ DGYLVHUV RU LQWHUQDWLRQDO GHYHORSPHQW DJHQFLHV RIWHQ GR QRW FKDOOHQJH
or question governments when they classify a long list of companies as strategic and plan to keep them in state
RZQHUVKLS´ $QGHUVRQ3 
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DUHLOOGH¿QHGDQGOHJDOERGLHVWHQGWRUHVROYHGLVSXWHVLQIDYRURIWKHH[HFXWLYH$OORIWKLV
provides civil servants with ample opportunities to impose their own preferences (restrictions) when management decisions have to be made. Research has shown that the retention of
D³JROGHQVKDUH´E\WKHVWDWHKDVKDGDQHJDWLYHHIIHFWXSRQWKHHI¿FLHQF\RIFRUSRUDWHJRYHUQDQFHLQ³PL[HG´FRPSDQLHV VHHIRUH[DPSOH%RULVRYDHWDO ,WLVIDUIURPWKHFDVH
WKDWWKHW\SHVRI³UHOXFWDQWSULYDWL]DWLRQ´WKDWZHKDYHPHQWLRQHGWRDQ\VLJQL¿FDQWGHJUHH
HQKDQFH WKH VWDWXV RI WKLV DSSURDFK +RZ HI¿FLHQW LV WKH DFWLYLW\ RI FRPSDQLHV ZKHUH WKH
VWDWHKDVUHWDLQHGWKHSUHGRPLQDQW RUDVLJQL¿FDQW VKDUHRISURSHUW\DQGFRQWURO"(PSLULFDO
research shows that the retention of a preponderant number of shares by the state, following
WKLVW\SHRI³SULYDWL]DWLRQ´KDVLQPDQ\FDVHVVLJQL¿FDQWO\KHOGEDFNWKHJURZWKRIHI¿FLHQF\
VHH%RXEDNULHWDO 0DQLIHVWDWLRQVRI³UHOXFWDQWSULYDWL]DWLRQ´DUHPRVWIUHTXHQWLQ
developing countries, where governments, for reasons that can be understood, are particularly
DSSUHKHQVLYHDERXWWKHHIIHFWRIPDUNHWIRUFHVXSRQWKHLQZDUGDQGRXWZDUGÀRZVRIFDSLWDO
5HWXUQLQJWRWKHVLWXDWLRQLQ5XVVLDOHWXVQRWHWKDWWKH\HDUV±ZLWQHVVHGDFRQsiderable degree of activity in the sphere of privatization.20 At the same time, proposals for
bringing some order into the growth of the state sector and for the referral of any initiatives
in that direction to a “red zone” of economic policy21¿JXUHGRQO\DVLQWHQWLRQVLQWKHSURJUDPGRFXPHQWVRI±DQGZLWKSULYDWL]DWLRQDVLGHWKH\KDYHQRWIRXQGWKHLUZD\
LQWRODZ+RZHYHUTXHVWLRQVVXFKDVWKHQHHGIRUWKHGLVDJJUHJDWLRQRIFRQJORPHUDWHVWDWH
structures (the separation of holdings), the removal of non-core assets from them, the setting
of legislative limits on the formation of state-integrated structures in the future, the acquisition of new assets by state-owned companies and structures dependent upon them, and in
particular their participation in privatization as buyers remain relevant today.
With regard to the largest Russian companies, for a considerable time, there has been
a debate over the “safest” approach from the standpoint of the interests of the administrative
leadership, i.e., that of selling a certain quantity of the shares of privatized companies to private buyers while retaining a manifestly preponderant number of normal (voting) shares for
the state. This would mean that receiving dividends (and current income) would be strictly
demarcated from rights of governance and control over the activity of the company, which,
as before, would remain with the state.
An important feature of the privatization program adopted in November 2010 for the
SHULRG±ZDVWKHLGHQWL¿FDWLRQRIJURXSVRIWKHODUJHVWFRPSDQLHVGHHPHGWREH
of national economic importance, in relation to which such measures could be adopted on
the basis of special decisions of the President of the RF and of the RF Government (with the
participation of investment consultants in the organization of the sale of shares). The initial
program covered 10 such companies: 5RVQHIW5XVK\GUR)6.6RYNRPÀRW5=K', the United
*UDLQ &RPSDQ\ 2=.  Rosagroleasing, VTB, Sberbank and Rosselkhozbank. The intention was to sell, in most cases, holdings of blocking and minority shares. In 2012, there was
a serious radicalization of privatization plans for the largest companies: additions to the list
RIFRPSDQLHVWREHSULYDWL]HGDVLJQL¿FDQWUHGXFWLRQLQWKHVKDUHRIWKHVWDWHLQWKHLUFDSLWDO
DQGWKHWHUPLQDWLRQRIVWDWHSDUWLFLSDWLRQLQWKHFDSLWDORIDOOFRPSDQLHVXQWLODQGWKH
right to have a decisive vote (“the golden share”) in a number of them was granted. In the
QHZSULYDWL]DWLRQSURJUDPIRUWKHSHULRG± DGRSWHGLQ SULYDWL]DWLRQSODQV
IRUWKHODUJHVWFRPSDQLHVRQFHDJDLQXQGHUZHQWVLJQL¿FDQWPRGL¿FDWLRQEXWWKLVWLPHLQWKH
20
:HUHIHUWRWKHIROORZLQJOHJLVODWLYHLQQRYDWLRQVWKH)HGHUDO/DZRI0D\1R)=³2QDPHQGPHQWV
WR WKH )HGHUDO /DZ µ2Q WKH SULYDWL]DWLRQ RI VWDWH DQG PXQLFLSDO SURSHUW\ RI WKH 5XVVLDQ )HGHUDWLRQ¶´ WKH VWDWH
SURJUDPRIWKH5)³7KHPDQDJHPHQWRIIHGHUDOSURSHUW\´IRUWKHSHULRG± FRQ¿UPLQJWKHGLUHFWLYHRIWKH
*RYHUQPHQWRIWKH5)RI)HEUXDU\1RU SROLWLFDOVWDWHPHQWVRQWKHQHHGWRVSHHGXSWKHSURFHVVRI
SULYDWL]DWLRQLQQRYDWLRQVLQWURGXFHGLQWKHVSKHUHRIHOHFWURQLFWUDGLQJDQGLQWKHSODQIRUGUDIWLQJWKHVWUDWHJ\IRU
)*83WKHUHPRYDORIVWDWHRI¿FLDOVIURPERDUGVRIGLUHFWRUVDQGDGGLWLRQVWRPHWKRGVIRUWUDQVIRUPLQJXQLWDU\
enterprises.
216HHIRUH[DPSOH0DXDQG.X]PLQRY9RO&K3±
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RSSRVLWHGLUHFWLRQ+RZHYHUWKHOLVWRIDVVHWVGHVLJQDWHGIRUSULYDWL]DWLRQUHPDLQHGEDVLFDOO\
WKHVDPH(YHQVRLQFRPSDULVRQZLWKWKHSULYDWL]DWLRQSURJUDPIRU±DUHGXFWLRQ
in the share of the Russian Federation in the basic statutory capital of many of the largest
FRPSDQLHVHQYLVDJHVDUHWHQWLRQRIFRUSRUDWHFRQWUROWKDWLVWKHDELOLW\WRLQÀXHQFHWKHSURcesses of corporate governance, by means of the ownership of a blocking shareholding (25%
of shares plus one).
Of course, the issue here is not only that of “reluctant privatization”, at least as far as
the largest companies are concerned: We are also handling the manifestation during the last
decade of an emerging asymmetry between the processes of state incorporation and those of
privatization. Without examining in detail the entire spectrum of related circumstances and
PRWLYHVOHWXVFRQVLGHUWKHULVNVWKDWUHODWHWRWKHSHULRG±IROORZLQJDVHULHVRI
RI¿FLDOGHFODUDWLRQVOHJLVODWLYHLQLWLDWLYHVDQGQHZORQJWHUPSURJUDPVDLPHGDWDFFHOHUDWLQJ
the processes of privatization. These are:22
x a systemically ambivalent and contradictory attitude towards the role of the state (as legisODWXUHDQGDUHJXODWRUDQGGLUHFWVKDUHKROGHURIFRPSDQLHV 
x an expansion of the autonomy and interpretative discretion of the law enforcement agenFLHVLQUHJDUGWRHYDOXDWLQJWKHHI¿FLHQF\RIWKHSHUIRUPDQFHRISULYDWHDQGVWDWHRZQHG
economic subjects. This places severe external constraints upon all initiatives and innovative
PHDVXUHVRQWKHSDUWRIJRYHUQPHQWDXWKRULWLHVLQFOXGLQJLQWKHVSKHUHRISULYDWL]DWLRQ
x an expansion of the state (and quasi-state) sector, notwithstanding the continuation of the
SULYDWL]DWLRQSURFHVVDQGWKHSHQHWUDWLRQRIWKHVWDWHVHFWRULQWRWKHFRPSHWLWLYHDUHQD
x the inadequate development of conditions for fair competition, including the enhancement
of the investment activity of private business in sectors with a high level of state participation and, conversely, a low level of competitive potential of a number of large companies
WKDWEHORQJWRWKHVWDWHVHFWRU
x a disparity between the ambitious plans for privatization that have been announced and
WKHRUJDQL]DWLRQDOFDSDELOLWLHVDQGVRXUFHVRIIXQGLQJWKDWDUHDYDLODEOH
x the particular role played by political decisions, notably a distinct periodicity in the
VWUHQJWKHQLQJ RUZHDNHQLQJ RIWKHLQÀXHQFHRI³LQWHUHVWJURXSV´XSRQGHFLVLRQPDNLQJ
in the sphere of privatization. Such rivalries damage the decisions that are made and make
IRULQFRPSOHWHDQGFRQWUDGLFWRU\LPSOHPHQWDWLRQ
x a substantial risk that the existing model of management of state property will be preserved. In this event, any measures adopted would be mere palliatives, and the effectiveness of whatever denationalization measures were adopted in the future would be undermined.
Judging from all of the evidence, we can state that privatization as it is being implemented
in Russia today (within the framework of the national economy) has become a purely techniFDOSURFHVVWKHG\QDPLFVRIZKLFKGRQRWUHÀHFWWKHTXDOLWDWLYHDQGTXDQWLWDWLYHG\QDPLFVRI
the development of the state-owned sector. This means that the evaluation of the role of the
state sector (state-owned companies) in property relations must be viewed from a particular
perspective, one that bears a closer relation to “political markets”, making all due allowances
for the application of this term to the present-day Russian realities.
4. “State corporation”: What does the future hold?
Seven years have passed since state corporations (SC) actively began to be formed in RusVLD,WLVGLI¿FXOWWRSURYLGHDVWUDLJKWIRUZDUGHYDOXDWLRQRIWKHLUSHUIRUPDQFHLIRQO\EHFDXVH
of the profound differences that exist between them. The formation of each individual SC
has served as a means of overcoming contradictions between certain priorities for economic
GHYHORSPHQW GLYHUVL¿FDWLRQWUDQVLWLRQWRDQLQQRYDWLRQEDVHGIRUPRIGHYHORSPHQW DQGWKH
22

For further detail, see, for example, Radygin et al., 2011.
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limited mechanisms available to the state for overcoming these contradictions, the low caliber of the administrative apparatus, and the particularities of a system of state management
oriented primarily towards the solution of current and traditional problems. Even so, we can
draw a number of conclusions that can serve to guide future policy and identify a number of
institutional “traps”.
*LYHQWKHDYDLODELOLW\RIVXEVWDQWLDO¿QDQFLDOUHVRXUFHVWRWKHVWDWHDGHEDWHWRRNSODFH
during the pre-crisis period over the need to utilize these resources to stimulate economic
development. This circumstance strengthened the position of those who favored a more active and direct participation of the state in the economy and who extolled the advantages of
DSURMHFWDSSURDFKRYHUDQLQVWLWXWLRQDORQH7KHFUHDWLRQRIWKH6&EHFDPHWRDVLJQL¿FDQW
GHJUHHDQLQVWUXPHQWRISUHYHQWLYH³LQVWLWXWLRQDO¿[DWLRQ´FUHDWLQJDIUDPHZRUNIRUHPEHGGLQJDQXPEHURISULRULWLHVLQWKHFRQGXFWRIJRYHUQPHQWSROLF\DQGIRUWKHSHUVRQL¿FDWLRQ
of accountability — this is made clear in the individual legislative status of each SC. This
explains the allocation to some of them of a substantial amount of property, of long term
¿QDQFHDQGDOVRWKHHOHYDWHGSRVLWLRQWKH\ZHUHJUDQWHGLQWKHDGPLQLVWUDWLYHKLHUDUFK\
The organizational-legal form of the SC was chosen largely because it provided greater
ÀH[LELOLW\LQWKHXWLOL]DWLRQRI¿QDQFLDOUHVRXUFHVDQGVLPSOL¿HG DFFHOHUDWHG WKHSURFHVVHV
of restructuring and consolidating state property in particular sections of the economy. The
formation of each SC served as a precedent in the working out of new approaches to the
formation and expansion of the activity of developmental institutions (Vneshekonombank,
ROSNANO), for improving outcomes in the delivery of state programs, in the execution
of particular state functions (Olimpstroi, the Fund for Supporting the Reform of Communal
Services), and in the allocation to particular state authorities of responsibility for particular
strategic objectives (Rostekhnologii — now Rostekh, Rosatom).
The formation of the SC was severely criticized by the expert community and by repreVHQWDWLYHVRIWKHVWDWHDGPLQLVWUDWLRQ7KUHHW\SHVRIFRQFHUQVZHUHH[SUHVVHG7KH¿UVWWKH
OHDVWLPSRUWDQWGHSORUHGWKHJURZWKRIGLUHFWVWDWHSDUWLFLSDWLRQLQWKHHFRQRP\WKHVHFRQG
objected to the concentration of decision making in individuals and the extension of the
PRGHORIPDQXDORUDGKRFFRQWUROE\WKHVWDWHWKHWKLUGWKHPRVWLPSRUWDQWFULWLFLVPQRWHG
the inadequacy of the legal-organizational form of the SC.
:KHQWKHUHJXODWLRQRIWKHDFWLYLW\RIWKH6&ZDVFRPSOHWHGE\WKHHQGRIPDQ\
problems and defects became apparent: These related primarily to the fact that many of their
WDVNVDQGIXQFWLRQVKDGEHHQGH¿QHGLQLVRODWLRQIURPHDFKRWKHUWRWKHZHDNQHVVRIPHFKDQLVPV IRU LQWHUQDO FRQWURO WR WKH ODFN RI WUDQVSDUHQF\ LQ ERWK PDQDJHPHQW DQG ¿QDQFLDO
GHFLVLRQPDNLQJDQGWRWKHDEVHQFHRISURFHGXUHVIRUWKHUHVROXWLRQRIFRQÀLFWVRILQWHUHVW
between members of management bodies. In practice, the management of the largest state
assets that had been handed over to SC was handled in a manual regime. Owing to the excessively general and structurally fragmentary nature of the laws that had been adopted in setting
up the SC and to the low caliber of their legislative reglamentation, the following problems
DURVHGHOD\VIURPWKHRXWVHWLQWKHUHDOZRUNRIWKH6&LQLPSOHPHQWLQJWKHLUEDVLFWDVNVDQ
H[WHQVLRQRIRSSRUWXQLWLHVIRU³VKDGRZ´OREE\LQJE\YDULRXVLQWHUHVWJURXSVDULVNRI³FRQMXQFWXUDOLVP´LQGHFLVLRQPDNLQJDWWKHH[SHQVHRIVWUDWHJLFSODQQLQJDQGFRQVLVWHQF\DQG
apprehension in business circles, sometimes involving a hyperbolic estimation of the risks
involved in working with the SC.
&KDQJHVLQWKHOHJLVODWLRQJRYHUQLQJWKH6&LQ±ZHUHDLPHGSULPDULO\DW¿[LQJ
WKHGH¿FLHQFLHVDQGRPLVVLRQVRIWKHOHJLVODWLRQRI7KHLQQRYDWLRQVRI±VLJQL¿FDQWO\LPSURYHGWKHOHJDOUHJXODWLRQRIWKH6&ZLWKUHVSHFWWRWKHWUDQVSDUHQF\RI¿QDQFLDODFWLYLW\DQGWKHUHZHUHLPSURYHGPHDVXUHVIRUPRQLWRULQJWKHLUDFWLYLW\+RZHYHUWKH
fundamental anomalies inherent in the model of “corporation” that had been adopted were
QRWHOLPLQDWHGDQGWKHULVNVRIFRQÀLFWEHWZHHQWKHLQWHUHVWVRIWKRVHVWDWHRI¿FLDOVZKRKDG
been appointed to management positions were not reduced. The absence of transparency in
the appointment of the management personnel of the SC was not attended to.
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In our opinion, the emphasis in the criticism of the SC was misplaced. The main problems
resided not in the inadequacy of the legal-organizational form but in the fundamental inadequacies of the management of the state sector. The replacement of the SC by other forms
of organization of public law, by a more effective form of SC such as “state company”, would
amount to be no more than a charade, a formal shying away from the controversial term
“state corporation”.
In general, at the present time, with a number of exceptions, one can talk of the existence
of a single legal-organizational form of a non-commercial organization that carries out a variety of socially important activities based on state property, which is under state control but
which is not a “corporation”. The “state company” model is practically indistinguishable
IURPWKH6&PRGHOWKXVLWVHPHUJHQFHFDQQRWEHFRQVLGHUHGWREHDWUDQVIRUPDWLRQDQGHYHQ
less an evolution of the SC model. There has been a proposal for the introduction of a “public
legal company” and for the legal regulation of its activity, but in essence, this would merely
be a renaming of the SC and state company and would not involve any substantive changes
to the existing model. Even the transformation of the SC into a joint-stock company would
not resolve the fundamental problems and contradictions that arise in the management of
state property.
3ULRUWRWKHFULVLVRI±WKH6&LQJHQHUDOVXFFHHGHGXSWRDSRLQWLQLPSURYLQJ
the quality of corporate governance, introducing a strategic dimension (programming) into
their work and enhancing the transparency of the principles and outcomes of their activity.
7KH\FDUULHGRXWWKHLUZRUNLQFRPSOLDQFHZLWKWKHJRDOVWKH\KDGEHHQVHW+RZHYHUZLWK
the onset of the economic crisis, the government made increasing demands of the SC to assume executive functions as agents for the implementation of anti-crisis measures, and their
functions as institutions of development receded into the background. An increase in the
forms and in the scale of the agency functions of the SC was accompanied by a decline in
the systematic nature and transparency of their activity and by a narrowing of the circle of
VWDNHKROGHUVZKRH[HUFLVHGUHDOLQÀXHQFHLQWKHGHFLVLRQPDNLQJSURFHVV
+RZHYHUWKHLQÀXHQFHRIWKHFULVLVRI±RQWKHSRVWFULVLVGLUHFWLRQRIWKHGHvelopment of the SC was not one-sided. For one thing, one of the pronouncements made at
a government level was that the state sector was excessively large, that there was a need for
contraction, and that investments should be sought to support structural change. The importance of encouraging innovation to improve competitiveness was acknowledged, as was the
need for mechanisms to stimulate innovation and to perfect the system of state institutions
of development. On the other hand, the work of some SC during the crisis (in particular,
Vneshekonombank) and their contribution in implementing anti-crisis measures were appreciated. This provided ammunition to the supporters of manual control, notably during the
SKDVHRIPRGHUQL]DWLRQDQGSRVWFULVLVGHYHORSPHQW9DULDWLRQVLQJRYHUQPHQWSROLF\GXULQJ
the post-crisis period have manifested themselves most clearly at the level of the SC because
each considers itself to be in some way an exception, and the likelihood of diverging from
“mainstream” policy is, in their case, particularly high.
For example, both Vneshekonombank DQG 5261$12 DUH ¿QDQFLDO GHYHORSPHQWDO LQstitutions, but their paths of development have diverged. Vneshekonombank has preserved
its former gravitational model — attracting additional functions — with compact and operational control on the side of the government. It has become an important instrument for the
implementation of political-economic tasks within the system of overall state administration,
a mechanism for the launching of major projects with all associated risks. The question of
dividing Vneshekonombank into subsidiary institutions has been put off until the indeterminate future.
ROSNANO has developed along different lines. Even before it was transformed into
a joint-stock company, this SC was active in outsourcing a number of its functions and in
creating a number of subsidiaries. Following upon its transformation, it immediately began
to attract capital and invite private investors. Another example is the SC Rostekh%RWKEHIRUH
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and during the crisis, it actively sought to acquire additional functions and assets. After the
crisis, it made a priority of capitalizing its sub-holdings (even admitting private investments
into a number of them).
,WLVGLI¿FXOWWRSURYLGHDQXQDPELJXRXVDVVHVVPHQWRIWKHHFRQRPLFHIIHFWRIWKH6&
Government approaches to the stimulation of growth have varied, but even the very formation of SC remains controversial: Some commentators have serious doubts about the need
IRUVXFKVHSDUDWHLQVWUXPHQWVIRUWKHUHDOL]DWLRQRIJRYHUQPHQWSROLF\RWKHUVSXWIRUZDUG
DUJXPHQWVLQIDYRURIWKHPWKDWODFND¿UPEDVH
The results of their activity are even more dubious. Certainly, three to four years ago, our
own assessments were more neutral: We indicated that there would be both opportunities and
ULVNVDQGWKDWWKHVHZHUHPRUHRUOHVVLQEDODQFH+RZHYHUZHKDYHQRZUHDFKHGWKHFRQFOXsion that many of the risks have realized and that serious problems and disproportions have
arisen, whereas few of the available opportunities have been taken.
*LYHQDQRYHUORDGHGV\VWHPRIVWDWHDGPLQLVWUDWLRQDQGDODFNRIÀH[LELOLW\LQWKHXVHRI
budgetary resources, the SC have become a magnet for the transfer of additional tasks and
functions, and this has led to an increase in demands by the SC for additional resources. It has
turned out not to be possible to place limits on the growth in the size of the SC. The SC have
served as a new, elevated springboard for the ambitions of institutions and of individuals.
7KHULVNWKDWWKH6&ZRXOGDFWLYHO\DQGVXFFHVVIXOO\OREE\IRUDGGLWLRQDO¿QDQFLDOUHVRXUFHV
has been realized. Practically all SC, irrespective of their special function, have acquired
resources in addition to the initial state investment. They have exploited their elevated status
to acquire additional powers and functions as processes of consultation and decision-making
with state representatives have become even less transparent. The opportunities for competiWLRQDQGH[WHUQDODXGLWVKDYHEHFRPHYHU\UHVWULFWHGGXHWRWKHVSHFL¿FLW\RIWKHIXQFWLRQV
of each SC and the “reciprocity” of audits — the representatives of one SC will assess the
performance of another and vice versa, and thus is formed a closed circle of assessors.
The most negative effect of the activity of the SC is the growing conviction that this is
a normal and convenient instrument for the implementation of government economic policy.
A consequence is a weakening of pressure for the development of the institutional environment. Government authorities have become less active in their efforts to improve the indirect
instruments for stimulating socio-economic development. The best example concerns the
regulation of state procurements and investments and the drafting and implementation of
Federal targeted programs. At one time, problems in this area necessitated the creation of the
SC Olimpstroi. The process of reform of regulation has now come to a halt, and many questions hang over the operation of the Federal system of procurement.
The creation of the SC was bound up with hopes for drafting and implementation of an
HFRQRPLFSROLF\WKDWZRXOGEHJHDUHGWRZDUGVGLYHUVL¿FDWLRQDQGLQQRYDWLRQ7KHVHKRSHV
KDYHEHHQUHDOL]HGRQO\LQSDUWSULPDULO\LQWKHVSKHUHRIGHYHORSPHQWDOLQVWLWXWLRQV%RWK
Vneshekonombank and ROSNANO have acquired a reputation for their work in the formation of economic policy and have put forward proposals for improving the system of regulaWLRQ+RZHYHUWKHFRRSWDWLRQRI6&LQWRWKHSURFHVVRIIRUPDWLRQDQGLPSOHPHQWDWLRQRI
government policy, without any change in the methods of consultation and decision-making
that are customary within the system of state administration, has resulted in the creation of
DQHZEXUHDXFUDF\WKHZRUNRIZKLFKLVWRDVLJQL¿FDQWGHJUHHQRWUHJXODWHG
A number of improvements that we considered to be important have not come to pass,
for example, greater autonomy, less dependence on the political conjuncture, and long-term
planning. On the contrary, the concentration of different types of resources within the SC,
their elevated status and their operational potential have transformed them into an arena for
inter-institutional struggle, and government representatives have come to look upon the SC
as a means of achieving short-term objectives.
7KHUHKDVEHHQQRVLJQL¿FDQWSURJUHVVLQWKHVSKHUHRISXEOLFSULYDWHSDUWQHUVKLSOHDVW
RIDOOLQWKHGH¿QLWLRQRISULRULWLHVDQGRIPHFKDQLVPVIRUFRRSHUDWLRQRQWKHFRQWUDU\WKH
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system of state administration has enforced its own “preferences” in this sphere. Finally,
ZLWKUHJDUGWRWKHSHUVRQL¿FDWLRQRIDFFRXQWDELOLW\IRUWKHDWWDLQPHQWRIGHYHORSPHQWJRDOV
although there have been some advances in the case of some SC, these have been due more
to the previous experience of managers than to the performance of the institutions for which
they are responsible.
Of course, if there are to be improvements in the effectiveness of the SC, a number of
changes have to be introduced that will not be mere palliatives. Given that any transformation
RIWKH6&ZLOOQRWWDNHSODFHTXLFNO\DQGZLOOLQYROYHVLJQL¿FDQWH[SHQGLWXUHZHSURSRVH
here a number of mechanisms for improving their performance in the medium term.
1. A system for setting limits on the growth of the SC must be established. Any proposals
for the acquisition of additional functions or goals must be subjected to a comparison with
alternative means of achieving the same objectives. Rules for the regular, say, annual assessment of the performance of the SC in relation to the “failures” of the market or of the state
must be agreed, and projects that could be realized without the participation of the SC must
be handed over to other enterprises.
2. A key measure for the assessment of the performance of the SC must be the analysis
of their effect on the market environment, conditions for competition, and entrepreneurial
LQLWLDWLYH7KH6&PXVWQRWEHJLYHQWRWDO¿QDQFLDOUHVSRQVLELOLW\IRUSDUWLFXODUSURMHFWV7KLV
provides grounds for the state to grant additional investments and, given the inadequacy of
the extent of their interaction and partnership with private businesses, makes for an increasing distortion of the markets and for an increase in the number and seriousness of “market
failures” rather than the reverse. It also makes for a growth of the direct participation of
WKHVWDWHLQWKHHFRQRP\/RQJWHUPFRQVLGHUDWLRQVDUHLPSRUWDQWLQWKLVUHVSHFW$WRWDORU
almost total “blocking” of free access to a branch of industry has the effect of impeding its
optimal functioning and above all inhibits the potential for innovation.
7KHSHUIRUPDQFHRIWKH6&KDVEHHQLPSURYHGE\WKHXVHRIDJHQF\VFKHPHVWKHXVH
RIWKH³IXQGRIIXQGV´PRGHODQGE\SURMHFWVIRUFRRSHUDWLQJZLWKWKHUHJLRQV+HUHWKHUH
are opportunities for combining resources and competencies and for clamping down on the
RSSRUWXQLVPRIPDQDJHUV'UDZLQJXSDW\SRORJ\RIWKLVW\SHRIFRRSHUDWLRQDQGWKHFUHDWLRQ
of a legal framework will facilitate the exchange of best practice and encourage competition
to achieve the best results.
3URFHGXUHVIRUFRRSHUDWLRQEHWZHHQWKH6&DQGWKHVWDWHPXVWEHFOHDUO\GH¿QHG7KH\
must be given the type of autonomy that will enable them to make decisions irrespective of
the political conjuncture and to pursue strategic objectives without apprehension over possible changes in management or state representation. This autonomy must not increase the
risk of the unaccountable expenditure of the resources of the SC. Therefore, in the system of
external control, the audit of the utilization of resources must be replaced by the audit of the
quality of realization of strategic goals.
5. It would make sense to extend to the SC all substantive changes in the management of
joint-stock companies with state participation. In particular, the objective appraisal of the
SHUIRUPDQFHRIWKH6&ZRXOGEHQH¿WIURPWKHDSSRLQWPHQWRILQGHSHQGHQWGLUHFWRUVWRWKHLU
supervisory councils. It would also be useful to draw up within the SC plans for the development and improvement of their performance and evaluate these according to the procedures
that are used in joint-stock companies with state participation.
In our opinion, there is an urgent need for more decisive action in the transformation of
the SC. Following a period of fairly intensive and productive improvements in the quality of
corporate governance in the SC, and after a number of amendments and supplements to the
/DZRQ1RQ&RPPHUFLDO2UJDQL]DWLRQVWKHSRWHQWLDOIRUIXUWKHUHYROXWLRQDU\LPSURYHPHQW
in the performance of state corporations has been largely exhausted. The SC, exercising
Some analysts consider this to be amongst the most important arguments in favor of the privatization of state
FRPSDQLHV VHHIRUH[DPSOH$QGHUVRQHWDO 
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their functions as institutions of development, must be transformed into joint-stock companies, and strategic private investors should be encouraged to participate in their capital.
7KLVZRXOGQRWSUHFOXGHWKHVWDWHIURPUHWDLQLQJDVLJQL¿FDQWGHJUHHRISDUWLFLSDWLRQIRU
some period of time.) SC that have short-term functions should be wound up or, in circumstances where their performance has been positive, transformed into joint-stock companies
and then privatized. Finally, the performance of SC that have been given agency functions
should be analyzed with reference to the legal barriers that they were set up to overcome.
On this basis, clear and regulated plans for the improvement of the institutional environment should be drawn up. At a later date, these SC can be wound up, transformed into other
forms, and privatized.
In transforming the SC, the creation of monopolies should be avoided, as should any excessive concentration of particular functions. To this end, it is essential that the rationale for
dividing the SC into separate problem-oriented enterprises and measures for the transformation of the SC must be linked to institutional changes in the relevant spheres or sectors. The
FRVWVDQGEHQH¿WVWRSULYDWL]DWLRQSROLF\VKRXOGEHWDNHQLQWRDFFRXQW
5. “Private state-owned companies”
The existence of various structures, de jure under state control (SC, various vertically integrated structures, strategic enterprises and associations, various enterprises in
the mixed sector) provides an important, though not complete, picture of the role of the
VWDWHVHFWRULQDVSHFL¿FLQVWLWXWLRQDOHQYLURQPHQW7KHUHLVQRQHHGLQWKHSUHVHQWDUWLFOH
to discuss the raison d’être of a substantial (at least quantitatively) state sector or of its
role in delivering public goods and “global public goods”, in compensating for “system
IDLOXUHV´DQGLQFDWHULQJIRUJHRSROLWLFDOLQWHUHVWVLQDFFRUGDQFHZLWKWKHVSHFL¿FFRQGLtions of the national economy. This belongs also to the discussion of the prevailing model
of state capitalism, the stages of its development and the particularities after the crisis
SHULRGRI±
$VLQRWKHUFRXQWULHVWKDWSRVVHVVDODUJHVWDWHVHFWRU DQGRUFRXQWULHVWKDWDUHSURFHHGLQJ
along the path to state capitalism), in Russia, the formation of large state companies and their
transfer to substantial resources (assets) would not have been possible without the ascription to them (often concealed from society) of ambitious objectives (including geo-political
RQHV +RZHYHULPSUHFLVLRQLQWKHGH¿QLWLRQRIWKHIXQFWLRQVJLYHQWRVWDWHRZQHGFRPSDnies and uncertainty as to the qualitative results that they were to achieve have prevented
them from acquiring rational performance indicators. It is sometimes argued that accelerating
the transmission of resources to compensate for “market failures” can almost automatically
SURGXFHSRVLWLYHH[WHUQDOLWLHV+RZHYHUDQHPSKDVLVRQWKHDFTXLVLWLRQRIUHVRXUFHVFUHDWHV
a predisposition towards rent-seeking behavior on the part of recipients. Such a policy inhibits the motivation to produce the type of demonstration effects that will serve to attract
SULYDWHLQYHVWPHQW$VDUHVXOWVWDWHRZQHGFRPSDQLHVDFFXPXODWHVLJQL¿FDQWULVNVIRUWKH
LQHI¿FLHQWH[SHQGLWXUHRIUHVRXUFHVDQGJHQHUDWHDQHHGIRUDGGLWLRQDOUHVRXUFHVWREHDOORcated to themselves.
The example considered above (of the formation of the SC — one of the most resourcehungry forms) represents only one form of their evolution. The process of the formation of
integrated structures with state participation has been underway for some time, and the netZRUNRIVWDWHRZQHG¿QDQFLDOGHYHORSPHQWDOLQVWLWXWLRQVKDVEHHQH[SDQGLQJ7KHDFWLYLWLHV
of these institutions are for the most part aimed at compensating both for “market failures”
(Vneshekonombank,DVWKH'HYHORSPHQW%DQNVHUYHVWKLVSXUSRVH DQGIRU³VWDWHIDLOXUHV´
(the Skolkovo Foundation is the prime example). Although Russian developmental institu 
6HHIRUH[DPSOH5DG\JLQ.RQGUDWLHY1DWLRQDO,QWHOOLJHQFH&RXQFLO3±%UHPPHU
0XVDFFKLRDQG/D]]DULQL7KH(FRQRPLVW
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tions have delivered a number of positive results, the poverty of demonstration effects — that
is, of effects on external behavior — is evident (see Simachev et al., 2012b)25.
Efforts to solve institutional problems by means of direct state involvement in the ecoQRP\DQGE\WKHFRQFHQWUDWLRQRI¿QDQFLDOUHVRXUFHVSURGXFHVRQO\WHPSRUDU\EHQH¿WVDQG
from a strategic point of view, they generate a tightly knit and stubborn set of problems:
Exceptional measures, intended to be temporary, for the creation of state-owned companies
(“national champions”) came to be regarded as positive practice and as an integral part of
an active government policy. Motivation to improve the institutional environment is further
weakened, and the inclination towards, and habit of, a direct intervention of the state in the
pursuit of economic development is strengthened. In all of this, the question of the role of the
legislative, executive and legal branches of the state in consolidating private property rights
merits special consideration, as does their role in supporting a favorable investment climate.
In the meantime, civilized property relations are being eroded, as are opportunities for the
attainment of private property rights, given the expansion of the state sector de jure and de
facto. In our opinion, the concept “private state-owned companies” (albeit a contradiction in
terms) best sums up these processes insofar as in the Russian economy of the present day,
it makes little sense to distinguish between the two categories. There have been a number of
developments in this area.
1. The expansion of state entrepreneurship causes the re-emergence in some sectors of the
economy of the old state-based power relations between entrepreneurs. They drive decentralized, market forms of cooperation into the background and discriminate against private
property rights. As a consequence, further barriers to economic growth are erected.
Recently, a number of theoretical and econometric studies have been published that show
that an insecurity of private property rights can contribute to the relative ineffectiveness of
the investment process and act as a brake on the average rates (and quality) of economic
growth. The authors of a number of microeconomic studies of the investment process in
developing countries have come to similar conclusions.28
Previously, the theory of the dynamics of economic growth gave an important role to
technical-economic factors, for example, to the capital-employment ratio. Without denying
the importance of this factor, current analyses give priority to the institutional aspects of deYHORSPHQWDQGDERYHDOOWRWKHHIIHFWRIYDULRXVIRUPVRISURSHUW\XSRQWKHHI¿FLHQF\RIWKH
functioning of the economic system.
In recent decades, researchers have tried to quantify the effect of state activity in various
DUHDVRQUDWHVRIHFRQRPLFJURZWK7KLVLVRIFRXUVHDQH[WUDRUGLQDULO\GLI¿FXOWWDVN²WKH
dynamics of economic life are dependent upon a huge and varied number of factors, and
the results of the functioning of various links in the state sector can be varied. All of the
DJJUHJDWHGHFRQRPHWULFFDOFXODWLRQVUHVWXQDYRLGDEO\XSRQDQXPEHURIVLPSOL¿HGDVVXPSWLRQVDQGRIFRXUVHKDYHWREHTXDOL¿HGLQPDQ\ZD\V(YHQVRRQHFDQQRWLJQRUHWKHFRincidence of the results of these calculations, which are based on the experience of different
countries and periods and employ a variety of methodologies.
25
In this connection, we draw attention to the popularity in Russia of the idea of “innovation lift”, narrowly
understood as a type of transfer of innovation projects, as they approach completion, from one state institution to
another. It is further argued that large state companies should from now on ask for the results of projects that have
EHHQ VXSSRUWHG E\ VWDWH GHYHORSPHQWDO LQVWLWXWLRQV 7KHUH LV VRPHWKLQJ WR EH VDLG IRU DOO VXFK SURSRVDOV /DUJH
state enterprises are not receptive to innovation, and there are many “market failures” and shortcomings in the
LQWHUDFWLRQVRIPDQ\RIWKHSDUWLFLSDQWVLQLQQRYDWLRQSURMHFWV+RZHYHUWKLVDSSURDFKFUHDWHVFRQGLWLRQVIRUWKH
persistent transfer of risk, for a distortion of the motivation of state entities to work in market conditions, and for the
preservation (and perhaps even extension) of existing “market failures”.
 
As in the expression cited above, “growth in the shadow of expropriation”.
  There are many striking examples in Russian legal and business practice, but we refrain from providing casestudies to avoid selectivity and subjectivism.
28
6HHIRUH[DPSOH%HVOH\.QDFNDQG.HHIHU6YHQVVRQ=DNDQG.QDFN5RGULNHWDO
$FHPRJOXDQG-RKQVRQ%XWNLHZLF]DQG<DQLNND\D
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)RUH[DPSOH0-XVWHVHQVWXG\LQJSDQHOGDWDIRURYHUFRXQWULHV IRUWKH\HDUV±
 DQGDSSO\LQJWKH³*UDQJHUFDXVDOLW\WHVW´FRQFOXGHVWKDWDOHVVHUSDUWLFLSDWLRQRIWKH
state (taxes and expenditures) makes for higher rates of economic growth (Justesen, 2008.
3 $FFRUGLQJWRWKHUHVXOWVRISDQHOGDWDFDOFXODWLRQVIRUFRXQWULHVRIWKH(8 LQ
calculating the parameters, the Generalized Method of Moments was employed), state consumption and transfer payments from the budget negatively affected economic growth rates
(Romero-Avila and Strauch, 2008). In another survey, researchers indicate the existence of
a negative correlation between the aggregate dimensions of the state and economic growth in
rich countries. According to these calculations, a 10% increase in the dimensions of the state
WKHJURZWKRIDJJUHJDWHVWDWHH[SHQGLWXUHVDQGRURIRYHUDOOWD[UHYHQXHVLQ*'3 FRUUHODWHV
WR DGHFUHDVH RI DYHUDJH DQQXDO UDWHV RI JURZWK E\  WR  %HUJK DQG +HQUHNVRQ
2011. P. 885). The effects of an expansion of state consumption in developing countries are
SDUWLFXODUO\QHJDWLYH %XWNLHZLF]DQG<DQLNND\D'HYDUDMDQHWDO 
Given that the increase in state participation in social life over the last few decades and the
increase in volatility of macroeconomic parameters have coincided in time, the increase of
WKHIRUPHULVRIWHQDWWULEXWHGWRWKHVWDWH¶VQHHGWRH[HUFLVHDVWDELOL]LQJLQÀXHQFH+RZHYHU
how effective has this regulation been? Of course, in the absence of counter-measures by the
state, some crises could evidently have had destructive, perhaps even catastrophic conseTXHQFHV+RZHYHUQRKDUGDQGUHOLDEOHHYLGHQFHKDVEHHQSURGXFHGWRVKRZWKDWWKHJURZWK
of the state by itself produces a long-term reduction in the volatility of the most important
macro-economic indicators. On the contrary, econometric research points to the conclusion
that state expenditure has a destabilizing effect and that there are no grounds for the conviction that the “big state” is capable, by virtue of its size alone, of reducing macroeconomic
ULVNV ɋDUPLJQDQLHWDO3 
$VLJQL¿FDQW H[SDQVLRQ RI WKH V\VWHP RI FHQWUDOL]HG UHJXODWLRQ DQG WKH IRUPDWLRQ RI
giant economic complexes in the ownership of the Russian state have further restricted
the sphere of operation of market processes (by contrast with the experience of a number
of countries where state enterprises have in a more or less limited fashion “entered into”
H[LVWLQJFRPSHWLWLYHIUDPHZRUN 7KLVKDVWKHHIIHFWRIVLJQL¿FDQWO\LQFUHDVLQJWKHORVVHVWR
society owing to monopolistic or oligopolistic methods of economic management that enable
state-owned enterprises to deliver goods or services of comparable quality but at a relatively
higher price.
7KHWUDQVLWLRQWRVWDWHSURSHUW\FUHDWHVWKHFRQGLWLRQVIRULJQRULQJEXGJHWDU\FRQVWUDLQWV
DQGPDNHVSRVVLEOHDUDGLFDOUHWRROLQJRIFRPSDQLHVRUEUDQFKHVRILQGXVWU\+RZHYHUDV
the experience of many countries has shown, the long-term operation of state-owned companies results, in most cases, in the growth of wasteful expenditure (judged by the criteria of
PDUNHWHI¿FLHQF\ 0DQ\VWXGLHVKDYHH[DPLQHGWKHIDFWRUVWKDWH[SODLQWKHLQDGHTXDWHÀH[L
ELOLW\ ³WHFKQLFDOHFRQRPLF FRQVHUYDWLVP´ DQG ORZHU HI¿FLHQF\ RI VWDWHRZQHG FRPSDQLHV
when compared with those that are privately owned.
It is precisely the special (state-owned) status of such companies (irrespective of the legal form of property), combined with the strategic position that they occupy in the system
of economic links and other factors, that provides them access to the most favorable and
 
One research study sees the trust of economic actors in the actions of state institutions and enterprises as being
DIXQGDPHQWDOIDFWRU$PLVWUXVWRIRI¿FLDOSURQRXQFHPHQWVDQGSURJUDPPHVDQGRIEXUHDXFUDWLFEHKDYLRXURIWHQ
produces negative consequences (Aghion et al., 2010).
 
Without wishing to dismiss this argument out of hand, we note that many of these circumstances can be
interpreted in terms of an opposite relationship of cause and effect: The very increase in the size of the state increases
the instability of the economy and gives rise to a multitude of additional risks. Much of the empirical research
UHIHUUHGWREHORZFRQ¿UPVWKLV
  $FFRUGLQJWRDYDLODEOHHVWLPDWHVWKHWRWDORIVXFKHFRQRPLFORVVHVLVRQDYHUDJHRI*'3LQWKHVSKHUHRI
WKH5XVVLDQWUXFNLQJLQGXVWU\DQGRI*'3LQWKHJDVLQGXVWU\7KHORVVHVGHULYLQJIURPVXSHUÀXRXVUHVWULFWLRQV
RQWKHDFFHVVRI5XVVLDQPDUNHWVWRIRUHLJQJRRGVDUHSDUWLFXODUO\KLJK 6KDVWLWNRHWDO 
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³LQDFFHVVLEOH´SULYDWHVRXUFHVRIFUHGLW+RZHYHUWKHFRQVHTXHQFHVRIWKLVPDVVLYHXWLOL]Dtion of borrowed funds are a matter of serious concern. The receipt of multi-billion currency
loans has not, in a number of cases, resulted in real accumulation — capital investment in
machinery and equipment or in the construction of production facilities turns out to be disproportionately small.The prospects for commercially recouping such expenditures are far
from clear. Consequently, when the deadline for repayment arrives, these companies attempt
WR UHVWUXFWXUH WKHLU ORDQV DQG ORRN IRU SRVVLELOLWLHV IRU UH¿QDQFLQJ LQ WKH FDSLWDO PDUNHWV
When such efforts are unsuccessful, they invariably turn to the state for assistance. A paraGR[LFDOVLWXDWLRQDULVHV&RPSDQLHVWKDWGLVSRVHRISRZHUIXO³¿QDQFLDOOHYHUV´H[SHULHQFH
not only during times of crisis but during normal circumstances, an acute need for resources
and demand urgent support from the state.
:KDWKDVWDNHQSODFHLVLQIDFWDQDWLRQDOL]DWLRQRIGHMXUHSULYDWHHQWUHSUHQHXUVKLS$W
the federal, regional and municipal levels, de jure private enterprises are de facto looked upon
as state enterprises from the standpoint of the allocation of their goals and social obligations.
The result is a distortion of decentralized (market) mechanisms that are capable of contributLQJWRDJURZWKRISURGXFWLYHDQGDOORFDWLYHHI¿FLHQF\
5. The trend in recent years towards an increase in the number of public-legal entities and
for the expansion of the state sector has been accompanied by an increase in the severity of
policy towards particular private companies. These trends essentially undermine property
rights and provide evidence of the existence of double-standards: In the real world, the “rules
of the game” for state-owned companies and for private entrepreneurs differ markedly.
$OORIWKH¿QGLQJVRIPRGHUQHFRQRPLFWKHRU\SRLQWWRWKHFRQFOXVLRQWKDWWKHOHJDOV\Vtem and judicial practice of a country should help to uphold property rights and not assist in
the dispersal of these rights or contribute to the growth of bureaucratic entrepreneurship. Of
course, this does not mean that the state should not, in times of severe crisis, provide targeted
and, as a rule, short-term support to private business.
$VWDWHVWUDWHJ\RIVXSSRUWIRUUDLGHUVFDQXQGHUPLQHWKHEDVLFFRQGLWLRQVIRUWKHVWDEOH
existence of private enterprise. In an effective market system, it is only in exceptional cirFXPVWDQFHVWKDWWKHVWDWHZLOOQRWVHOORUOHDVHRXWSORWVRIODQGDQGRUSURGXFWLYHFDSDFLW\DW
market prices but just “confer” upon individual participants the property rights to such assets.
:LWKWKHDVVLVWDQFHRIPHFKDQLVPVRIPHUJHUVRUDFTXLVLWLRQV¿QDQFLDOPDUNHWVFDQLPpose an important degree of discipline upon private corporations: Of course, if the losses
of companies increase and the market value of their shares goes into steep decline, then the
likelihood of their acquisition increases. In Russian practice, during recent years, this process
has, as it were, been “turned inside out”: The state, and often raiders, which are actively supSRUWHGE\KLJKUDQNLQJRI¿FLDOVLQIHGHUDOLQVWLWXWLRQVDQGLQWKHUHJLRQDODGPLQLVWUDWLYHDSSDUDWXVVHOHFWVIRUDFTXLVLWLRQRIWKHPRVWG\QDPLFDQGKLJKO\SUR¿WDEOHSULYDWHFRPSDQLHV
The implications of such a transformation of property are evident.
7KHDFWLRQVRILQWHUHVWHGUHFLSLHQWVRIDOOW\SHVRI³SROLWLFDOUHQW´IUHTXHQWO\YLRODWHDFtual laws pertaining to state property. For example, the entrusting of the administration of the
shareholder (property) rights of the state to higher echelons of management, in conditions in
which the accountability of such individuals (and even of the state companies themselves) is
XQFOHDUO\GH¿QHGFDQUHVXOWLQWKHWUDQVIHURIDVVHWVRXWRIWKHFRUSRUDWLRQRUWKHLUGLYHUVLRQ
WRZDUGVWKHSURYLVLRQRIDYDULHW\RISULYDWHEHQH¿WV
 

2I¿FLDO VWDWLVWLFV GHVFULELQJ WKH LQYHVWPHQWV RI PDQ\ 6& DQG RI WKHLU IXQGLQJ KDYH QRW DV IDU DV ZH NQRZ
EHHQSXEOLVKHG(YHQVR³JXHVVWLPDWHV´VXJJHVWWKDWWKHJXOIEHWZHHQWKHLU¿QDQFLDOERUURZLQJDQGWKHLUDFWXDO
DFFXPXODWLRQLVJUHDWHUWKDQLVWKHFDVHIRUH[DPSOHIRUSULYDWHLQGXVWULDO¿UPV:HDOVRQRWHWKDWH[SHQGLWXUHV
DVVRFLDWHG ZLWK WKH IRUPDWLRQ RI SURGXFWLRQ FDSDFLWLHV RI WKH FRQJORPHUDWH W\SH DQGRU WKH H[SDQVLRQ RI DQ
“economic empire”, incurred by one company or another, are not included in the expenditures that contribute to the
real accumulation of the national economy.
 
A number of studies have noted similar tendencies, citing the need for soft budget constraints in the funding of
VWDWHFRPSDQLHVLQ&KLQD 7LDQDQG(VWULQ 
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The successful operation of state-owned companies requires the absolute transparency of
WKHUHOHYDQWHFRQRPLFVWUXFWXUHV&RQVLGHUDEOHHIIRUWVDQG¿QDQFLDOUHVRXUFHVVKRXOGEHGLrected not only towards the effective utilization of state property but at the very least towards
the defense of that property. Unless this is done, the activity of these enterprises risks being
directed towards the enrichment of their managers.
This aspect of the functioning of existing political and economic institutions can give
ULVHWR³'LUHFWO\8QSURGXFWLYH3UR¿W6HHNLQJ$FWLYLWLHV²'83´ which, more often than
not, causes the further expansion of state activity in the economy. What is important is that
aspects of the non-market economic operations or the “quasi-market” activity of the stateRZQHGVHFWRUDUHRIWHQWKHVRXUFHRIVSHFL¿F DGGLWLRQDO H[WHUQDOLWLHVZKLFKLQHYLWDEO\UHVXOWLQDFRPSDUDWLYHO\OHVVHI¿FLHQWDOORFDWLRQRIUHVRXUFHV
8. A group of companies has come into existence that practice manual control, irrespective of whether they belong to the public or to the private sector. These companies follow
certain rules, for the most part informal, of interaction with the state to obtain either additional resources or broader responsibilities, and such “exchanges”, at the micro level, of
state support, preferences and behavior (for example, in providing employment, or technical
modernization) are as a rule not transparent.
,WLVVXI¿FLHQWWRUHFDOOWKHOLVWRIVRFDOOHG³V\VWHPIRUPLQJ´HQWHUSULVHVWKDWZDVGUDZQ
XSLQ5XVVLDDWWKHKHLJKWRIWKHFULVLVRI± The principal criteria for inclusion
LQWKHOLVWZHUHLQÀXHQFHRQHPSOR\PHQWDQLQIUDVWUXFWXUDOSUR¿OHDQGWKHSRVVHVVLRQRI
XQLTXH WHFKQRORJLFDO FRPSHWHQFLHV$V RI  LW VHHPV WKDW DQHZ FULWHULRQ ZLOO EH WKH
capacity to implement compensatory measures (measures of support) in response to the economic sanctions of the EU and the USA.
:KDWLVWDNLQJSODFHLVDSVHXGRSULYDWL]DWLRQ7KHUHGXFWLRQRIWKHGLUHFWSDUWLFLSDWLRQ
of the state in particular companies is being accompanied by an increase in the role of quasiVWDWH LQYHVWRUV LQ WKH PDQDJHPHQW RI WKHLU DFWLYLW\$W WKH VDPH WLPHWKH LQÀXHQFH RI WKH
state over these companies, the principles upon which decisions are based and the extent to
which the interests of society are taken into account are becoming less transparent and moving into an area that is poorly regulated. Under the guise of privatization, assets are being de
facto transferred into the state sector (into state-owned companies), and this is tantamount to
another turn of the screw in the governmentalization of the economy.
10. In the medium and long term, in the absence of adequate measures for the branch reguODWLRQWKHSULYDWL]DWLRQRIODUJHFRPSDQLHVZLOOUHVXOWLQLQWHQVL¿FDWLRQRILQIRUPDOSUHVVXUH
upon them from the state. Given the underdevelopment of regulation in particular sectors,
a circumstance that was previously “compensated for” by the direct participation of the state
in the management of a number of large companies, the state, under the new arrangements,
will need different instruments for the attainment of socially important goals. The principal
SUREOHPLQWKLVDUHDLVWKHLQFUHDVLQJODFNRIWUDQVSDUHQF\LQWKHGH¿QLWLRQRIZKDWWKHSXEOLF
interest is with respect to these companies and the emergence of conditions in which social
interests can be replaced by narrow sectional interests (both institutional and private). Furthermore, delays in the introduction of “external” measures for improving the investment
FOLPDWHFDQVLJQL¿FDQWO\OLPLWWKHVWUXFWXUDOHIIHFWRISULYDWL]DWLRQ
None of the above is meant to argue, of course, that private enterprises will always and in
DOOFLUFXPVWDQFHVEHPRUHHI¿FLHQWWKDQVWDWHRZQHGHQWHUSULVHV:HUHSHDWWKDWLQFLUFXPstances where the state has genuinely succeeded in turning state corporations into “develop-

  The comparative characteristics of state and private entrepreneurship have been analyzed using theoretical
models. This analysis showed that in some situations and with the strict observance of all legislative norms, the
DPRXQWRISULYDWHEHQH¿WVDFTXLUHGE\WKHPDQDJHUVRIVWDWHRZQHGFRPSDQLHVFRXOGVLJQL¿FDQWO\H[FHHGWKHYDOXH
RIUHQWDOLQFRPHWKH\ZRXOGKDYHUHFHLYHGLQWKHHYHQWWKDWWKHLUFRPSDQLHVZHUHSULYDWL]HG /DIIRQW&K 
 
7KLVWHUPLVLQWURGXFHGLQ%KDJZDWL
  For further details, see Simachev et al., 2012a.
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mental institutions”, they are capable for a certain period of time of making use of their
VSHFLDOVWDWXVLQFOXGLQJWKHLUDFFHVVWRJRYHUQPHQW¿QDQFLDOVXSSRUWWRVSHHGXSWKHWUDQVformation of conservative economic structures and create more favorable conditions for the
development of high-tech branches of the economy.
The creation of companies with state participation and of state-owned developmental
LQVWLWXWLRQVWRDFRQVLGHUDEOHH[WHQWUHÀHFWVWKHHIIRUWVRIWKHVWDWHWRHVWDEOLVKPRUHHIIHFWLYH
instruments for the implementation of industrial policy. As it happens, the governments of
many developed countries have, in recent years, also adopted a more active policy, aimed
LQ SDUWLFXODU DW UHLQGXVWULDOL]DWLRQ +RZHYHU DQ LPSRUWDQW SUHFRQGLWLRQ RI VXFK LQLWLDtives has been the exhaustion of measures of the classical type (privatization, the defense
of property rights, the development of competition, and the improvement of the investment
climate). In Russia, the potential for the implementation of such institutional-structural
UHIRUPVLVIDUIURPKDYLQJEHHQH[KDXVWHG VHH.X]QHWVRYDQG6LPDFKHY ,QFLUcumstances in which positive institutional change has been inadequate (the very direction
of policy is unclear) and where precise measures for changing the branch structure of
the economy are lacking, industrial policy is increasingly concentrated in the state-owned
sector and depends upon the efforts of a small group of large state-owned companies.
0HDQZKLOHHI¿FLHQWPHGLXPVFDOHSURMHFWVDQGG\QDPLFDOO\JURZLQJEXVLQHVVHVDUHOHIW
out in the cold.
7. Conclusion
The arguments deployed above may bear witness to an inadequacy of comparison (even
a somewhat primitive one) of the institutions of state and private property. The limitation
RIVXFKDEVWUDFWFODVVL¿FDWLRQVEHFDPHDEXQGDQWO\FOHDUGXULQJWKHSHULRGZKHQRSHQMRLQW
stock companies with a strategic state participation and common (one might almost say
communal) property were widespread. The structures that are taking shape in Russia at the
present time display, in our view, a rather complex combination of the features of state and
private enterprise. A deeper theoretical analysis of the issues in question will enable us to better understand the nature of property in the contemporary economy, to distinguish between
stationary and non-stationary modes of appropriation of assets, to analyze the relationships
between property and power and in particular to examine the functioning of mechanisms that
can genuinely enforce property rights.
These issues will be just as relevant in regard to drafting short-term and medium-term applied regulatory measures and designing a long-term economic policy for Russia. At a time
ZKHQ PDQ\ JRYHUQPHQWV DUH VLJQL¿FDQWO\ UHYLVLQJ WKHLU WKLQNLQJ ZLWK UHJDUG WR WKH W\SHV
of measures that will be needed if stabilization and growth are to be achieved, the primary
goals and rationale of the activity of practically all state companies should be reappraised.
Simultaneously, we should bring into practice new mechanisms for the evaluation of government policy, based on the concept of complementarity, whereby the effect of a particular
instrument is compared with alternative means of utilizing government resources and property. Particular attention should be paid to the need to achieve optimal proportions between
state and private property in different sectors of the economy at a time when we are moving
towards a new innovation-based type of economic development.
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