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Abstract

Since Russia’s full-scale invasion of Ukraine in February 2022, Russia has been pursuing a comprehensive
campaign to incorporate the new territories that it has occupied into the Russian Federation’s economic,
administrative and legal space. With the front line largely static during 2023, Russia has used the time to
seize Ukrainian businesses and redistribute assets to loyal locals or Russian business groups. Russia is also
pouring billions of dollars into a reconstruction campaign, centred on Mariupol. Russia hopes to use these
economic levers to consolidate political and economic control over the territories, making it increasingly dif-
ficult for Ukraine to regain and reintegrate these lands in the future.

Introduction incorporation into the Russian political and admin-

As the Russian military presence in south-eastern
Ukraine has become more entrenched, analysts have
been shifting to attempting to understand the mech-
anisms and dynamics of Russian occupation policy,
including its economic aspects (Lewis, 2023; Malya-
renko & Kormych). Current policy can be considered
a further development of policies conducted by Russia
in different zones of Ukraine since 2014.

The areas of Ukrainian territory occupied by Rus-
sia in November 2023 are best considered as three
zones at different stages of illegal occupation and

istrative space.

First, in Crimea and Sevastopol, after a fraudulent
referendum and annexation in 2014, Russia has spent
the past eight years introducing its own legal, economic
and political norms and aligning the peninsula with
Russian political realities.

By contrast, the unrecognised de facto states of the
Donetsk People’s Republic (DPR) and the Luhansk
People’s Republic (LPR) existed in a legal grey zone
after 2014, with their own passports, laws, criminal
codes and government structures, all the while being
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ultimately controlled by Moscow. On 30 September

2022, the DPR and LPR were annexed by Russia follow-
ing sham referendums. They claim the entire territory of
Ukraine’s Donetsk and Luhansk Oblasts, although the

Russian military does not control all this land.

Third, Russia claims to have also annexed Zapo-
rizhzhia and Kherson Oblasts, although it does not con-
trol large parts of these provinces either. Russia was
forced to withdraw from territories on the right bank
of the Dnipro in Kherson Oblast, including the city of
Kherson, in October 2022.

In international law, all these territories belong to
Ukraine, and almost no state is willing to recognise the
legal sovereignty Russia claims over these lands in its
constitution. Nevertheless, over the course of 2022 and
2023, the Russian authorities moved quickly to consol-
idate administrative and economic control in the newly
occupied territories.

Seizure of Businesses

Initially, in the spring of 2022, as Russian forces quickly
overran many towns in southern Ukraine, the Russian
occupation was often chaotic. Russian forces carried out
brutal repressions against any sign of opposition to the
occupation, with reports of hundreds of detentions and
killings of those who refused to cooperate with Russian
forces. Although numbers are uncertain, probably at
least half the population of the newly occupied areas fled
Russian occupation, either to government-controlled
Ukraine or—in the eastern districts—to the Russian
Federation (Lewis 2023: 6). In many places there was
looting and marauding, with different militias and mil-
itary units sometimes competing over assets.

Soon the occupation became more organised. The
Russians set up Military-Civilian Administrations
(VGAs) to manage the occupied areas. Although these
were fronted by local politicians, real control was in
the hands of the FSB and the military. Soon, however,
Russian civilian officials were also deployed—many of
them from the stable of technocrats developed by Ser-
gei Kiriyenko, the First Deputy Chief of Staff of the
Presidential Administration who has played a key role
in the occupied territories. For example, Anton Koltsov,
formerly the First Deputy Governor of Vologda Oblast,
was installed as ‘head of government’ in Zaporizhzhia
Oblast in July 2022. According to local pro-Russian offi-
cial Vladimir Rogov, his job was to ‘help us integrate
into Russian realities’.

In August 2022, the Russian-backed government in
Zaporizhzhia set up a new ‘Ministry of Property and
Land Relations’, which began to publish almost daily
lists of so-called ‘ownertless’ or ‘abandoned’ property
belonging to people who had fled the region. Accord-
ing to the regulations, unless the owner reported to

the occupation authorities within three days to claim
their business or property, it was effectively nationa-
lised. Everything from nail bars and corner shops to
huge mines and factories were seized by the occupa-
tion authorities and given over to new managers. Thou-
sands of Ukrainian companies were reregistered and are
now listed in the Russian corporate database, the Single
State Register of Legal Entities (EGRYuL) (Lewis 2023).

Similar seizures were happening across the four occu-
pied regions. Some of the biggest takeovers were in the
mining and metals sector, which dominated the Donbas.
The Russian military took control of the Zaporizhzhia
Iron Ore Plant (ZZRK), one of Ukraine’s biggest pri-
vate ore mining companies, in June 2022. By July, the
plant had been reregistered in the Russian corporate
database under a new name—the Dneprorudny Iron
Ore Plant. The Tokmak granite quarry in Zaporizhzhia
Oblast was also seized in June 2022 after the manage-
ment refused to cooperate with the Russians, according
to reports (Talanova et al. 2023). By the end of the year,
it too had been reregistered in Russian corporate rec-
ords with a new owner from Russian-controlled Crimea.
Meanwhile, Mariupol’s famous steel plant, the MMK
Ilych factory, is now emblazoned with portraits of Pres-
ident Putin, Chechen head Ramzan Kadyrov, and head
of the DPR Denis Pushilin. Media reports claimed that
Chechnya-linked business interests were in control of
the factory (Davlyatchin 2023).

The other attractive sector in the occupied territories
for Russian business interests has been agriculture. Much
of Zaporizhzhia Oblast is prime farmland. Ukrainian
companies HarvEast, Nibulon Ltd and Agroton Public
Ltd have accused a major Russian agrocompany of seiz-
ing some 400,000 acres of their land (MacDonald &
Pyrozhok 2023). The occupation authorities set up a new
company in Zaporizhzhia, the State Grain Company,
which reportedly bought up the harvest and exported
it illegally through Crimea and Mariupol. According
to the Russian agriculture inspectorate, 24 grain ships
left Mariupol port between January and August 2023
(Rosselkhoznadzor). A new shipping route between Rus-
sia and the occupied territories was being developed to
supplement the land route: ships left the port carrying
grain and returned with building materials brought in
for the reconstruction programme.

Pressure on Ukrainian Business

Those who fled the region could only watch as their
businesses and lands were taken over by Russia or
its proxies. Those who remained (Ukrainian officials
believe around 30% of pre-war entrepreneurs in Mari-
upol were still working in 2023) faced different pres-
sures, from informal ‘taxes’ and shakedowns to the
imposition of Russian bureaucracy, which has forced
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them into uncomfortable cooperation with the occupa-
tion authorities.

This bureaucratic occupation has been proceeding
apace, often unnoticed by the outside world. More than
50 federal laws have been adopted to facilitate the incor-
poration of the regions into Russia’s legal space. The Rus-
sian government plans to complete the transition of the
annexed regions to the application of all Russian laws
and regulations by 1 January 2026 (Izvestiya, 2022).

For Ukrainian businesses in occupied territories, this
means having to register with the Russian tax authorities,
use Russian banks, apply for Russian licences, and follow
Russian economic regulations. The occupation author-
ities closed Ukrainian banks early in the occupation.
These were replaced by branches of Promsvyazvbank
(PSB), the bank that finances the Russian defence sec-
tor. One other bank, the Centre for International Set-
tlements Bank (CMR Bank) has also begun operating.
But it is difficult to get a Russian bank account without
a Russian passport, and so—reluctantly—many people
are taking up Russian identity documents. According to
the Russian interior ministry, by September 2023 some
2.8 million Russian passports had been distributed in the
occupied territories (Gromova and Degotkova, 2023).

Reconstruction

While many Ukrainians have lost their businesses, Rus-
sian companies have been making money in an emerging
war economy. Deputy Prime Minister Marat Khusnul-
lin oversees the Russian government’s multi-billion-dol-
lar development plan (2023-25) for the annexed regions.
One strand of the plan aims to build new transport
infrastructure across the territories, primarily to facili-
tate the movement of Russian military supplies to the
front line. Roads have been upgraded, a new highway
is being built between Mariupol and Rostov, and a new
rail network is being developed. Russia is intent on devel-
oping its land corridor to Crimea as a permanent route
to resupply the peninsula.

The reconstruction programme also aims to repair
civilian infrastructure destroyed in Russia’s military
assault. At the centre of this effort is an ambitious recon-
struction plan for Mariupol, the city famously destroyed
by a brutal Russian siege in 2022. This reconstruction
programme has now become a centrepiece of Russian
propaganda. In August 2022, the government unveiled
a glossy brochure with plans for an idyllic seaside city
of half a million people, to be realized by 2035. Tens
of thousands of workers have been brought in to con-
struct new apartment blocks and social infrastructure.

These construction projects are often featured on
Russian television as part of Russia’s wartime propa-
ganda. But away from the cameras, the social and eco-
nomic reality remains grim for most Mariupol residents.

Meanwhile, Russian companies are profiting from multi-
billion-dollar reconstruction budgets. Contracts are
handed out through opaque tenders to politically con-
nected subcontractors. Mariupol’s flagship construction
site, the Nevsky micro-district, which President Putin
visited in March 2023, is being built by the Voenno-
Stroitelnaya Kompaniya [Military Construction Com-
pany—VSK], the main construction company of Rus-
sia’s Ministry of Defence. VSK in turn subcontracts
the work to Olimpsitistroy, a company with a long his-
tory of winning construction projects from the military
(Lewis 2023). Well-connected companies from Moscow
and St. Petersburg are also benefiting from these state
contracts. St. Petersburg companies have been particu-
larly active, as city governor Alexander Beglov has used
a twinning arrangement with Mariupol to revive his
own political fortunes.

Russian officials have openly compared the plans for
Mariupol to those of Grozny, which was rebuilt in the
2000s in a campaign with the slogan ‘No traces of war’.
During a visit in August 2023, Khas-Magomed Kady-
rov, the mayor of Grozny, visited Mariupol and declared
that his city was now twinned with Mariupol. Just like
Grozny, the reconstruction of Mariupol will also com-
prise an architecture of forgetting—not just the mem-
ory of the war and the mass atrocities against the civil-
ian population, but the entire history of Mariupol as
a Ukrainian city. Russian authorities repainted signs in
Russian colours and have attempted to remove all his-
torical, linguistic and symbolic references to Ukraine.
In October 2022, they took down a memorial to vic-
tims of what Ukrainians call the Holodomor, the Soviet-
engineered famine in the 1930s in which millions of
Ukrainians died.

There are fears that Moscow will use immigration
from Russia to maintain long-term control of the occu-
pied territories. Residents complain that some new apart-
ment blocks are not designed to house local people, but
rather appear to be reserved for incoming Russians. The
business takeovers in the occupied territories are also
squeezing out Ukrainians. Many of those who have
illegally seized Ukrainian businesses are entrepreneurs
from Russia or Crimea. This forced Russification of the
occupied territories is augmented by imposing Russian
education in the schools, enforcing Russian internet
restrictions, banning Ukrainian media, and promoting
Russia’s nationalist and propagandistic media outlets.

Collaboration and Resistance

As Russia’s administrative occupation deepens, the dif-
ficulties for the Ukrainian population are becoming
more complex. Although a minority of residents have
supported the Russian occupation, anecdotal evidence
suggests that there is still a high level of hostility to
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the Russian military among those who remained under
Russian rule. But for most residents in work or running
a business, the Russian presence forces them to make
complex and uncomfortable choices that may have legal
consequences.

A law adopted by the Verkhovna Rada in March
2022 added two new articles to the Criminal Code,
on ‘collaboration activity’ (Article 111-1) and ‘aiding
and abetting the aggressor state’ (Article 111-2). These
were believed to be necessary at the height of the Rus-
sian invasion to dissuade people from helping the Rus-
sian military.

Under conditions of longer-term occupation, how-
ever, the laws may be too broad. For business, in par-
ticular, Article 111-1 outlaws the ‘implementation of
economic activities in cooperation with the aggressor
state, [or] illegal authorities created in the temporarily
occupied territory, including the occupation adminis-
tration of the aggressor state’. This definition gives wide
scope to prosecute anybody forced to interact with the
Russian authorities, such as a business that pays Rus-
sian taxes or sells food or other materials to Russian
entities. A legal analysis by a coalition of human rights
groups concludes that Art. 111-1 may criminalize ‘per-
fectly legitimate activities’, including humanitarian aid,
medical services, or running a grocery store (ZMINA
etal., 2023, 7).

About the Author

This is a sensitive issue in Ukraine, but it is also used
by Russia as part of its narrative that warns residents
against a return to Ukrainian rule. To ensure success-
ful longer-term reintegration of the occupied territories,
the Ukrainian authorities may seek to develop a more
nuanced approach to the difficult issue of collaboration,
to distinguish between those who willingly promoted
Russian rule and those forced to engage with the occupa-
tion authorities in order to survive.

Conclusion

While international attention has been focused on fight-
ing on the front line, Russia’s bureaucratic machine has
been quietly taking over the everyday realities of life in
the occupied Ukrainian territories. Russian-installed
occupation authorities have dispossessed Ukrainian
business and redistributed assets to their local proxies
and to Russian companies. Russian laws and regulations
are being imposed on the population. As hopes for a suc-
cessful Ukrainian counteroffensive have faded, attention
is beginning to turn to other potential mechanisms to
raise the costs of occupation for Russia. Returning these
lands to Ukrainian control may turn out to be a longer-
term goal, but understanding the nature of Russia’s
administrative and economic occupation is an impor-
tant starting point.

Prof. David Lewis is Professor in Global Politics at the University of Exeter, UK.
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