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Abstract. The authors examined the responses of economic agents to implantation in
2013-2020 of institutional instruments of a “new model” for the development of the
Far Eastern macro-region. The trend of the predominance of investments in resource
projects in the total volume of investments in fixed assets in the macro-region has been
confirmed. The study contains new results confirming the influence of the predominantly
raw character of the region’s economy on the transformation of institutions, expressed
through: modification of institutional instruments for the development of the region and
the formation of a multiplicity of preferential regimes in the interests of large resource-
based companies; the emergence of negative institutional externalities for the regional
economy in the implementation of selected institutional instruments in the resource-
based industries. We ranged the Far Eastern and several Siberian regions according to
the degree of resource dependence with the estimation of the selected indicators for the
natural resource sector as a whole (including the extraction of mineral, forest and water-
biological resources), which corresponds to the economic specialization of the macro-
region. We have revealed that the result of the implementation of the “new model” of
development was an increase in resource dependence in the economy of the Far Eastern
macro-region in the studied period. The obtained estimates demonstrate the contradiction
between the goals, institutional instruments and the first results of the implementation
of the “new model” of development of the Far East. The study allows to gain new
knowledge at the intersection of certain theoretical and applied scientific directions:
assessing the effectiveness of state regional policy; the role of natural resources in
economic development; institutional design.
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Introduction

The state’s attention (in various forms
of its manifestation) to the Far Eastern mac-
ro-region, as well as the predominantly re-
source-based nature of the region’s economy
and its dependence on the external economic
situation, are fundamental factors in its devel-
opment (Minakir, 20006).

The novelty of the situation is now deter-
mined by the following factors:

1) the state program documents declared
the creation of conditions to ensure the sustain-
able development of the Far Eastern Federal
District (FEFD) at the expense of the modern-
ized structure of the economy;

2) to achieve this goal, new institutions
for the development of the economy of the Far
Eastern macro-region have been introduced,
which include a number of legislative, organi-
zational, and infrastructural tools to create an
appropriate institutional environment;

3) significantly expanded the boundaries
of the FEED due to the inclusion of two Sibe-
rian regions — the Trans-Baikal Territory and
the Republic of Buryatia. If in previous periods
these territories were considered in different
ways in the Far Eastern development programs,
now the situation is legitimized at the highest
managerial level.

This situation makes a number of research
questions relevant:

In which sectors and complexes preferenc-
es are mainly accumulated?

Is the role of resource sectors in the Far
Eastern macro-region’s economy decreasing?

Are there opportunities for weakening the
predominantly raw nature of the development
of the macro-region in the foreseeable future?

Finding answers to these questions is the
purpose of this article.

Statement of the problem
Studies on the sustainable, balanced devel-

opment of territorial systems of various hierar-
chical levels (from the state to the municipali-

ty (Kryukov, 2014)) with mainly raw material
specialization of the economy, state regulation
and its consequences for such territories are
devoted to a large number of works (Libman,
2013; Alexeev, Chernyavskiy, 2014; Cust, Poel-
hekke, 2015; Pyzhev et al., 2015; Popodko,
Nagaeva, 2019). Despite the fact that the
scope of research on the problems of resource
regions is quite wide, discussions on the issues
of identification and selection criteria for this
type of territory have not been completed. In
the scientific literature, the concepts of “re-
source regions” (Resursnye regiony, 2017), “re-
source areas” (Kryukov, 2014), “resource type
regions” (Kurbatova et al., 2019) and others
are discussed. Despite the presence of certain
differences in definitions, it is common for re-
search to recognize in the economy of such ter-
ritories the crucial importance of the extraction
and primary processing of natural resource in-
dustries for the formation of GRP and regional
revenues, as well as for the employment of the
population.

An important turn in the study of resource
territories, in our opinion, is a detailed de-
scription of approaches to their development
based on the use of the concepts of “resource
abundance” and “resource dependence”. At
the same time, resource abundance is an exog-
enous factor (determined by natural-industry
characteristics), and “resource dependence is
endogenous, is formed not only under the in-
fluence of resource abundance, but also under
the influence of the institutional environment
and economic policy” (Kurbatova et al., 2019:
93). Of particular importance is the thesis that
“resource dependence” forms the orientation
of prospective development towards resource
sectors as sources of economic growth, which
reduces the competitiveness of other centers of
competence in such territories.

For the Far Eastern macro-region, the
forms and several results of the manifesta-
tion of state participation in its development
both at various historical stages (Minakir,
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Prokapalo, 2017) and within the framework
of the modern “new” management model
(Antonova, Lomakina, 2018) have been an-
alyzed in sufficient detail, and a conclusion
has been drawn about the ambiguity of the
consequences of the instruments used for the
macro-region (Izotov, 2017, Minakir, Pro-
kapalo, 2017). Nevertheless, the question re-
mains whether the institutional instruments of
the “new economic policy” of the state in the
FEFD are capable of affecting the diversifica-
tion of the macro-region’s economy towards a
decrease in the share of extractive industries
and, accordingly, an increase in the share of
manufacturing industries. Or is the specific-
ity of the economy of the regions of the re-
source type such that it does not respond to
these instruments and, under the influence of
institutional innovations, the same raw mate-
rial structure of the economy is reproduced?

The object of consideration in this article
is the natural resource sector (NRS) of the Far
Eastern macro-region as part of the mineral
resources, fisheries and forest complexes. The
industries of the NRS in the macro-region
became “stabilizers” in times of crisis and
“drivers” during periods of economic recov-
ery. Different industries of this sector often
had multidirectional dynamics of economic
processes, however, the role of the NRS in
the Far Eastern economy definitely increased,
and, above all, the mining complex (Rossi-
iskii Dal’nii Vostok..., 2017). Evaluation of
the first results of the implementation of cer-
tain instruments of the “new model” for the
development of the macro-region in its natural
resource sector (Antonova, Lomakina, 2018),
monitoring of investment activity in the NRS
(Lomakina, 2018) also confirmed its increas-
ing importance.

As part of the solution of the research
problem, in the first part of the article we ex-
amined the responses of economic agents to
the implantation of the basic instruments of the
“new model” of development of the Far Eastern
Federal District. The main emphasis is placed
on the analysis of investment activity in the
extraction and primary processing of the basic
natural resources of the FEFD. In the second
part of the work, the regions of the FEFD were

ranked according to the levels of resource de-
pendence using the methodological approach
proposed in the article (Kurbatova et al., 2019).
At the same time, the object of assessment has
been expanded in comparison with the authors
proposed. The estimation of indicators for
ranking the Far Eastern and individual Sibe-
rian regions by the degree of resource depen-
dence was carried out for the natural resource
sector as a whole (extraction of mineral, forest
and water-biological resources), which corre-
sponds to the economic specialization of the
macro-region and makes this assessment more
adequate.

We study the period from 2013 to 2020,
reflecting the first results of the federal cen-
ter’s implementation of the “new model” of the
development of the FEFD. As the information
base, official statistical data, regulatory docu-
ments of the federal and regional levels, analyt-
ical and expert estimates were used.

Discussion

1. Structural priorities of preferential regimes:
the role of resource industries

Such instruments of state support as the
formation of territories with special econom-
ic regimes turned out to be quite demanded
among investors in the FEFD. According to the
federal law “On Territories of Advancement
of Socio-Economic Development in the Rus-
sian Federation” (dated December 29, 2014 No.
473-d3), residents of the territory of advance-
ment of socio-economic development (ASEZ)
are granted a number of preferences, including
priority connection to infrastructure facilities
created at the expense of state budget funds;
preferential taxation of residents of the ASEZ;
preferential amount of insurance contributions
for the wage fund; reduction in administrative
burden; application of the procedures of the
free customs zone; expedited procedures for
obtaining a building permit, etc. The main con-
dition is the localization of preferences within
the framework of the ASEZ for the activities
of its residents. In terms of content and pur-
sued goals, the ASEZs are identical to special
economic zones (Special Economic Zones...,
2011).
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At the beginning of 2020, 20 ASEZ were
created in ten regions of the FEFD.

When considering projects for the in-
clusion of ASEZ, priority was to be given to
full-cycle industries in the following areas:
manufacturing sector based on primary re-
sources; petrochemical complex; production
of construction materials; agro-industrial com-
plex; production of high-tech services; other
high-tech industries producing high value-add-
ed, export-oriented products.

We conducted an analysis of the number
of declared and implemented projects in the
ASEZs in the territories of the FEFD with the
identification of projects related to the natural
resource sector (Table 1).

In the macro-region as a whole, the activi-
ty of investors from NRS does not look as high
in the share of declared projects as one might
expect, taking into account the natural resource
specialization of the FEFD. The analysis by re-
gions shows that in the northern regions of the
FEFD, where the economy is predominantly re-
source-based (Chukotka Autonomous Okrug,
the Republic of Sakha (Yakutia), Kamchatka
Territory) there is a higher share of NRS proj-
ects (mainly in mining and fishery) compared
to the regions of the southern zone of the FEFD

with a more diversified economy (Khabarovsk
and Primorsky Territories, Amur Region).
Nevertheless, in the ASEZ of the southern re-
gions there are a lot of projects both in mining
and fishery, and in the forest industry. It should
be noted the high degree of implementation of
NRS projects in almost all regions (except for
the ASEZs in the Trans-Baikal Territory and
the Republic of Buryatia, which are just being
created).

Much more realistically, the situation is
reflected not in the share of projects, but in the
structure of investment in projects, showing
the investment activity of the residents of the
ASEZ. Figure 1 shows the share of investments
in NRS projects in the total number of projects
implemented under the ASEZ.

In most regions of the FEFD, the share of
investments in NRS projects is dominant, in-
cluding in the four regions the natural resource
sector accounts for almost all of the invest-
ments in the ASEZs. Investors prefer to invest
in projects that guarantee the highest com-
mercial efficiency from capital. Taking into
account the natural resource specialization of
the economy of the FEFD, such projects have
always referred, first of all, to the mining, fish-
eries and the forest industry, and these types of

Table 1. NRS projects in investment projects in the ASEZ, 2015-2019

The number of projects The share of NRS proj- i
_ 1 the ASEZ proj ects from the total num- The rgtlo of the num-
Regions 1n the Sunits e of ASEZ projects, % ber oflmplement.ed and
- - declared NRS projects, %
declared |implemented | declared |implemented
Republic of Buryatia 2 0 0,0 0,0 0,0
Republic of (Sakha) Yakutia 41 29 29,3 41,4 100,0
Trans-Baikal Territory 9 0 66,7 0,0 0,0
Kamchatka Territory 103 85 25,2 24,7 80,8
Primorye Territory 113 80 13,3 15,0 80,0
Khabarovsk Territory 84 63 22,6 28,6 94,7
Amur Region 29 16 20,7 25,0 66,7
Sakhalin Region 38 31 10,5 9,7 75,0
Jewish Autonomus Region 4 3 50,0 66,7 100,0
Chukotka AO 50 41 44,0 41,5 77,3
Total FEED 473 348 24,0 25,6 79,0

Source: calculated according to the data from the website of the Far East Development Corporation. Available at:

https://erdc.ru
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Fig. 1. The share of investments in NRS projects implemented in the ASEZ,
located in the regions of the FEED

Source: calculated according to the data of the Far East Development Corporation. Available at: https://erdc.ru

activities accounted for the bulk of investment
in the ASEZs.

The above analysis shows the preservation
and consolidation of the trend of the predomi-
nance of investments in resource projects in the
total volume of investments in fixed assets in
the FEFD (Lomakina, 2018).

Moreover, in our opinion, in the institu-
tional field of the “new model” for the develop-
ment of the FEFD, a new trend is also emerg-
ing — the modification of the instruments of
state support for regional development under
the objective influence of the predominantly
raw nature of the region’s economy.

One example illustrating such processes
can be the formation of the ASEZ “Komso-
molsk™ in the Khabarovsk Territory, which,
when created in 2015, had three sites. The
key activities of this ASEZ at that time were
declared metal and wood processing, food
industry, mechanical engineering, mechan-
ical processing, tourism. By 2018, another 4
new sites were added to this ASEZ, on three
of which (located quite far from the original
ASEZ border) resource projects are being im-
plemented: a timber processing complex (in-
vestment volume 1.1 billion rubles) and two
projects for the extraction and enrichment of
tin (total investment of 10.5 billion rubles.).
At the beginning of 2020, at the proposal of
the regional authorities, the expansion of the

boundaries of this ASEZ was again discussed
by joining four land plots for mineral re-
source projects (development of the Malmyzh
gold-copper deposit, processing of tailings at
the Solnechnyi mining plant).

Such processes, firstly, violate the princi-
ple of the formation of the ASEZ — the provi-
sion of preferences in localized territories, and,
secondly, demonstrate the intensification of the
provision of benefits to mainly resource based
companies. The authorities are encouraged by
the existing system for evaluating their activi-
ties: one of the key indicators of creating con-
ditions for the accelerated development of the
FEFD is the number of created ASEZs and the
accumulated amount of residents’ investments.
Based on the volume of investments imple-
mented in the ASEZ projects, NRS projects are
the most attractive in these respects.

The instrument for obtaining tax prefer-
ences outside special territories — obtaining
the status of a “regional investment project”
(RIP) —was also in demand in the resource sec-
tor of the Far East. The key preferences in the
framework of this instrument are income tax
benefits and mineral extraction tax, so mineral
companies have become the main applicants
for them. The RIP regime has passed several
stages in its development. For the initial peri-
od of launching this instrument (2014-2016),
there were quite strict legal requirements for
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applicants of benefits, the formation of a spe-
cial RIP Register and inclusion of projects into
it by decision of regional government bodies.
The result of this period was the registration
as a RIP of a small number of mineral projects
in selected Far Eastern regions. In 2016, under
the pressure of resource based companies, at
the federal level significant amendments were
made to the RIP formation procedure: liberal-
ization of the financial barrier (by volume of
investments), change in the validity period of
preferences (for investments made since Janu-
ary 1, 2013), introduction of a notification pro-
cedure for receiving benefits (without coordi-
nation with regional authorities and inclusion
in the register) (Lomakina, 2018). The unex-
pected loss of control over these processes at
the regional level, the threat of the growth of
uncontrolled shortfalls in regional budgets led
to active actions by the governing bodies of
several regions to refuse these preferences.

For example, in the Chukotka Autono-
mous Okrug, currently only three large gold
mining companies form more than half of the
region’s own revenues. According to experts,
the annual falling-out incomes of the regional
budget only due to preferences under the RIP
can amount to more than 1 billion rubles (from
50% to 70% of all mineral extraction tax).
Therefore, in 2018, a legislative initiative was
launched in the Chukotka Autonomous Okrug
to exclude it from the regions, in the territo-
ry of which, when implementing the RIP, it is
not necessary to include the organization in
the register of participants and, accordingly,
to coordinate with the regional authorities. In
the Khabarovsk Territory, in the structure of
the economy of which the resource sectors are
not dominant, at the beginning of 2020, log-
ging, coal mining and processing, mining of
metallurgical ores and other minerals, as well
as production of precious metals were exclud-
ed from the list of activities covered by the
RIP regime.

Thus, the liberalization of the RIP regime
in the interests of resource based companies has
led to the emergence of negative “institution-
al externalities” for the regions, which, in our
opinion, is also a confirmation of the emerging
modification of state support tools for regional

development under the objective influence of
the predominantly raw materials nature of the
economy of the Far East.

An equally important mechanism of the
“new model” for the development of the mac-
roregion is government support for investment
projects, the practical implementation of which
can give a significant effect for the Far East. To
date, this procedure has not only been worked
out normatively, but the results have already
been obtained. In 2015-2018 several stages of
the selection of investment projects for direct
state support in the form of subsidies for the
creation and reconstruction of infrastructure
in the framework of investment projects were
carried out. During the selection process, more
than fifty projects in various sectors were con-
sidered and 13 investment projects were select-
ed for state support, 8 of which were in mining
and 1 in the forest industry. Subsidies from
the federal budget in 2015-2020 were planned
at 32.5 billion rubles, with more than 90% of
these funds being allocated to support mineral
projects. At the beginning of 2020, the Gov-
ernment of the Russian Federation decided to
supplement the list with two more mineral re-
sources projects — development of the Pravour-
miysky tin ore deposit (Khabarovsk Territory)
and the Nasedkino gold deposit (Trans-Baikal
Territory). State support for these projects will
amount to more than 1.6 billion rubles.

The mechanism of direct state support of
investment projects for solving infrastructure
problems is of a general nature. However, in
fact, resource projects are still recognized as
being in line with the strategic goals of the
region’s development and creating the maxi-
mum social and economic effect in the region,
competitive both for private investors and the
state.

It should be noted the positive importance
of the state support instrument for expanding
the raw material base. Firstly, new deposits
that did not have such prospects before could
be involved in the development, and secondly,
this expands the development opportunities for
“junior” companies in the Far East. But all to-
gether, this is still aimed at the growth of the
mineral sector in the structure of the economy
of the macro-region.
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2. Dynamics of resource dependence
of the regions of the FEFD during

the implementation of the “new model”
of development

One of the objectives of our study is to find
out whether the role of resource industries in the
macro-region’s economy is reduced in terms
of contribution to GRP. To find the answer to
this question, we analyzed the structure of the
economy of the regions of the FEFD using the
approach described in the article (Kurbatova et
al., 2019). This paper presents a classification
of resource-type regions based on the follow-
ing criteria: the share of the extractive sector in
GRP and the ratio of the share of extractive and
manufacturing sectors in GRP. The authors
ranked and distributed among the selected
groups the regions of the Russian Federation.

Using this approach, but with the inclu-
sion of all natural resource sectors in the as-
sessment, we obtained a ranked characteristic
of the resource dependence of the regions of the
FEFD (Table 2).

The study showed that all regions of the
Far Eastern Federal District belong to re-
source-type regions, but of varying degrees
of dependence. This was reflected in their
distribution into 3 groups: with very high,
high and middle levels of resource depen-
dence. It should be noted that the regions of
the FEFD that were not included in the group
of resource-dependent in the classification in
the article (Kurbatova et al., 2019), with more
complete consideration of natural resource
sectors, fell into regions with a middle level
of resource dependence. Moreover, the con-
sideration of indicators in dynamics shows
an increase in the resource dependence of the
regions. For example, if the Jewish Autono-
mous Region at the beginning of the period
could be characterized as a region with a mid-
dle level of resource dependence, then by 2017
its characteristic is a region with a high level
of resource dependence. This reflects the real
situation in this region: at present, the main
macroeconomic indicators of the economy in
the region are determined by the launch of a

Table 2. Dynamics of the distribution of regions of the Far Eastern FD
by levels of resource dependence, %

2013 2014 2015 2016 2017
regions with very high level of resource dependence
Republic of (Sakha) Yakutia 45,3/26,6 46,4/29,0 50,8/33,9 52,8/52,8 50,0/45,5
Chukotka Autonomous Okrug 36,3/181,5 44,1/220,5 49,1/70,1 50,3/125,8 46,5/93,0
Magadan Region 21,7/9,0 21,6/10,8 34,6/20,4 47,0/26,1 45,4/26,7
Sakhalin Region 64,8/17,5 68,7/32,7 63,9/30,4 59/21,1 64,0/20,6
regions with high level of resource dependence
Amur Region 16,9/3,8 19,2/5,1 24,8/5,9 20,9/6,1 18,4/3,6
Kamchatka Territory 19/1,9 20,4/2,3 25,4/2,6 29,3/2,9 26,3/2,5
Trans-Baikal Territory 15,0/4,9 13,0/3,2 17,0/3,5 19,5/3,8 18,8/3,3
regions with an middle level of resource dependence
Republic of Buryatia 9,1/0,6 9,2/0,5 10,2/0,6 10,4/0,8 9,2/0,9
Primorye Territory 9,5/1,1 10,8/1,1 11,0/1,3 10,6/1,2 9,3/0,9
Khabarovsk Territory 11,4/1,5 10,1/1,1 12,5/1,1 12,3/1,1 12,6/1,2
Jewish Autonomus Region 7,7/1,3 11,6/2,0 12,8/2,5 12,1/2,2 16,9/2,1

Note: in the numerator - share of the natural resource sector in the GRP, %; in the denominator - ratio of the shares

of the natural resource /manufacturing sector in the GRP, %.

Source: calculated according to the classification in (Kurbatova et al., 2019) and data of Regiony Rossii (Regions of

Russia)) (2017, 2019).
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Fig. 2. Share of the natural resource sector in the GRP of the FEED’ regions, 2013 and 2017, %
Source: calculated according to data of Regiony Rossii (Regions of Russia)) (2017, 2019)

large-scale resource project (Kimkano-Su-
tarsky mining plant).

Figure 2 shows the change in the share of
GRP in the natural resource industries at two
time points (2013 and 2017), reflecting the pe-
riod of introduction and operation of the insti-
tutional instruments of the “new model” for the
development of the FEFD. During this time the
share of GRP in most regions either increased
or remained virtually unchanged.

It can be concluded that the “new model”
of the development of the FEFD during the last
five years is aimed at consolidating and even
increasing resource dependence in the mac-
ro-region’s economy. Under the influence of
institutional innovations its same raw material
structure is reproduced. The practice of imple-
menting institutional innovations in the FEFD
indicates that not only the institutional orga-
nization determines the level and dynamics
of resource dependence, but also the objective
specificity (resource abundance of the region)
modifies these instruments.

Conclusion

The study of state stimulation of the de-
velopment of a resource-type regions by the

example of assessing the effects of certain
institutional mechanisms of the “new” mod-
el for the Far Eastern macro-region confirms
the thesis that “the institutional organization
of resource-type economies is largely de-
termined by their resource-industry char-
acteristics, but not directly, and indirectly,
through the actions of dominant political
and economic actors. They are the subjects
of institutional design, creating a demand
for certain rules of the game and actively
participating in the processes of their devel-
opment and implementation” (Kurbatova et
al., 2019: 95).

For the Far Eastern and Siberian regions,
the concrete results of such an institutional de-
sign in the period under review were:

1) a further increase in the importance of
resource sectors in their economies;

2) modification of institutional instru-
ments for the development of the region in the
interests of large resource-based companies
(for example, the “erosion” of territories of spe-
cial preferential regimes);

3) negative institutional externalities for
the regional economy from liberalization of the
RIP regime in natural resource sectors;
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4) the formation of “multidimensional
benefit packages” (ASEZ regime preferences
plus direct subsidies from the federal budget)
for individual large resource-based companies
that exhibit rent-oriented behavior (for exam-
ple, PJISC Rusolovo, RFP Group timber indus-
try holding).

In addition, the growth of resource depen-
dence of the regions of the East of Russia is
also manifested in their assessment of strategic
prospects. As the analysis showed (Lomakina,
2019), to the “depth” of 10-15 years, significant
structural changes in their economies are not
expected. In most areas of the macro-region,
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Hucmumym sxkonomuueckux ucciedosanuii JJBO PAH
Poccuiickaa @edepayus, Xabaposck

AHHoTanms. VccienoBaHbl OTKIMKUM HKOHOMUYECKMX areHTOB Ha MMILIAHTALUIO
B 2013-2020 rr. MHCTUTYLMOHAJBHBIX HHCTPYMEHTOB «HOBOW MOJIENIN» Pa3BUTHUS
JanbHeBocTOUHOrO  MakpopernoHa. IloATBep:kIEHO  3aKpeIUIEHHE  TEHICHLMU
npeoOnafiaHus WHBECTUIMH B PECYpCHBIC MPOEKTHl B 00LIeM 00beMe WHBECTUIMH B
OCHOBHOM KaluTall B Makpoperuose. IlonydeHsl HOBbIE PE3yJbTaThl, IIOATBEPKAALOIINE
BIMSIHUE IIPEUMYILNECTBEHHO CBIPHEBOIO XapakTepa OSKOHOMUKHM pErHOHa Ha
TpaHC(OPMAIIHIO HHCTUTYTOB, BEIPAKECHHYIO Uepe3: MOAU(PHUKAINIO HHCTHTYIHOHAIBHBIX
HHCTPYMEHTOB  Pa3BUTHS  perHoHa U (HOPMHUPOBAHHE  MHOXKXECTBEHHOCTH
npedepeHIMaTbHBIX PEXUMOB B HHTEPECaX KPYIHBIX ChIPhEBBIX KOMIIAHUIL; OSIBICHHE
OTPULIATENIbHBIX HMHCTUTYLIMOHAJIBHBIX JKCTEPHAIMNH I PErHMOHAIBHOM 3KOHOMHUKHU
IpU  peau3allid  OTACNBHBIX HMHCTUTYLHOHAIBHBIX MHCTPYMEHTOB B CHIPBEBBIX
orpaciax. IIpoBeneHO paHXHPOBAaHHME NAIBHEBOCTOUHBIX M OTACIBHBIX CHOMPCKHX
PETHOHOB IO CTETNIEHU PECYPCHOI 3aBUCUMOCTH C PACUYETOM BBIOPAHHBIX MHIMKATOPOB
JUISL PECYPCHOTO CEKTOpa B LIEJNOM (J100BIYa TOJIE3HBIX MCKOMAEMBIX, JIECHBIX M BOIHO-
OMOJIOTMYECKUX PECYPCOB), UYTO COOTBETCTBYET OSKOHOMHYECKOH CIeHHaIu3anuu
MaKpOpEeTHOoHa U AeTaeT TaKylo OIIEHKY Oosiee afekBaTHOM. [lokazaHo, YTO pe3yasTaToM
peanu3anuu «HOBOW MOJENIN) Pa3BUTHUS B UCCIENYEMOM IIEPHOE CTall POCT PECYPCHOM
3aBHCUMOCTH B HKOHOMUKE J[aJbHEBOCTOYHOIO MakpoperuoHa. IlomydeHHble OLIEHKU
JEMOHCTPUPYIOT IPOTUBOPEYUE MEXY LEJIEBbIMU 3aJadyaMM, MHCTUTYLMOHAJIbHBIMU
HHCTPYMEHTaMH U IIE€PBBIMU PE3YyJbTaTaMU PEAU3allUd «HOBOM MOJIEIN» pPa3BUTHUS
Hanbaero Boctoka. IIpoBeneHHoe nccieioBaHUE MO3BOJISET MOJYYUTh HOBBIE 3HAHUS
Ha CTBIKE OTIEIbHBIX TEOPETUUYECKUX W IPUKIAJHBIX HAay4HBIX HAIPaBICHUI: OLIEHKU
3 (PEKTUBHOCTH TOCYIAapCTBEHHONH pErMOHANBbHOW MOJMTHKH, POIHM IMPUPOTHBIX
PECYPCOB B IKOHOMHUUYECKOM Pa3BUTUU; MHCTUTYIUOHAIBHOIO IPOEKTUPOBAHHUS.

KawueBble ciaoBa: rocynapcTBeHHAs pPETHOHANbHAS IOJNUTHKA, NpedepeHIraIbHbIe
PEXUMBI, PECYPCHBIN PETHOH, PECYpCHAsl 3aBUCUMOCTD, IPUPOAHO-PECYPCHBIN CEKTOP,
JlanbHEBOCTOUHBII MAaKPOPETHOH.

Hayunas cnermmansrocts: 08.00.00 — skoHOMUYECKNE HAYKH.
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Introduction

Economic theory recognises that informal
institutions and culture, in particular, can have
a significant impact on economic performance.
Culture is involved in shaping preferences, re-
strictions, attitudes to other institutions, and
behaviour patterns. Culture determines the
effectiveness of formal rules, influences the
choice of political and organisational structure,
the success of reforms and, ultimately, the lev-
el of development of a society. Most countries
and regions have a heterogeneous population
in terms of cultural characteristics. Cultural
diversity creates both positive and negative
effects. The former ones are explained by the
combination of advantages of different cul-
tures, by their complementarity in production,
by a variety of skills, experience and ideas.
The negative consequences are associated with
possible costs due to mismatch of values, co-
ordination problems because of different be-
haviour, potential political and social conflicts,
barriers and disagreements on policy priorities.
Active migration processes and the growth of
labor mobility on a global scale bring changes
in the ethnic, religious and national structures
of the population, which raises questions about
the socio-economic consequences of these phe-
nomena and effective political reactions.

Cultural diversity is one of the aspects of
the problem of social heterogeneity, and sev-
eral theoretical studies (Esteban, Ray, 1994;
Esteban, Ray, 1999; Nehring, Puppe, 2002) are
devoted to this issue. It is proposed to separate
two characteristics of the diversity: fractional-
isation and polarisation, which are associated
with different levels of risk of negative conse-
quences for a society.

The study of the effects of ethnic hetero-
geneity was initiated by Perotti’s work (Perotti,
1996), which shows that political instability has
a negative impact on growth through mecha-
nisms for distributing economic benefits, but
ethnic fractionalisation does not have a sta-
tistically significant impact on it. The paper

of Alesina and Perotti (Alesina, Perotti, 1996)
analysed the channel of influence through in-
vestment, and the authors came to the similar
conclusion.

A special contribution to the debate was
made by the article of Easterly and Levin
(Easterly, Levine, 1997), which analysed the
effects on long-term economic growth in Af-
rica in 1960-1990 and found a statistically sig-
nificant negative impact of ethnic diversity on
development. Channels of the influence were
public goods, financial repression, and policies
in favour of the elites. Polarisation of different
ethnic groups leads to rent-oriented behaviour
and disagreements regarding the distribution of
public goods (Horowitz, 1985).

In (Sokoloff, Engerman, 2000), the authors
analysed migration to America, comparing the
development of different American countries,
and concluded that in a number of countries,
elite groups created institutions in their favour,
infringing on the rest of the population, which
negatively affected economic development. In
this case, the behaviour of influential elites was
important, they excluded a part of the popula-
tion from the distribution of economic benefits.
This idea was developed in (Keefer, Knack,
2002), which shows a statistically significant
negative impact of polarisation on econom-
ic growth due to increased risks to property
rights.

Exploring the effects of ethnic diversity
on economic growth, Putnam (Putnam, 1995),
as well as Alesina and La Ferrera (Alesina, La
Ferrara, 2000; Alesina, La Ferrara, 2001) em-
phasise the role of trust, showing that members
of different racial groups are less likely to par-
ticipate in common social activities and trust
their neighbours less. Consent for the redis-
tribution of goods is worse in racially diverse
communities, this case is also applied to the
provision of public goods (Alesina, Baqir, East-
erly, 1999). In (Esteban, Mayoral, Ray, 2012)
authors investigate conflicts related to the dis-
tribution of public goods and conclude that the

- 454 -



Anna N. Bufetova, Alina A. Khrzhanovskaya... Cultural Heterogeneity and Economic Development in Russia

polarisation index positively correlates with the
occurrence of conflicts over public goods.

In (Collier, 2001; Easterly, 2001; Papyra-
kis, Mo, 2014) it is shown that the negative im-
pact of ethnic heterogeneity is less if there are
democratic institutions that act as mediators
in national conflicts. The studies by Bluedorn
(Bluedorn, 2001) and later by Alesina and
coauthors (Alesina et al., 2003) show that the
negative impact of the diversity on economic
growth is stronger in less democratic countries.
With a high level of ethnic diversity, weak in-
stitutions have a more adverse effect on growth
and policy. In countries with relatively devel-
oped institutions, ethnic diversity does not con-
strain growth or impair economic policies, the
democratic institutions reduce the risk of con-
flict and genocide. Fearon and Laitin (Fearon,
Laitin, 2003) add that ethnic diversity is not a
sufficient explanation for the beginning of civil
conflicts and a measure of polarisation should
be used.

The difference in the impact of ethnic
diversity on economic growth depends on a
study object. Thus, at the country level, the
relationship between ethnic diversity and eco-
nomic growth is negative, but at the regional
and urban levels, the authors found that there
is a positive relationship between them. Alesi-
na and La Ferrara (Alesina, La Ferrara, 2005)
compare effects of the ethnic diversity at the
regional level in developed countries; compar-
ing the American states, they found out the
negative impact of ethnic diversity only in the
poor states.

Most studies for the city level have found
that heterogeneity has a positive effect on such
indicators as wages and productivity. In (Otta-
viano, Peri, 2006) the authors found that on av-
erage, cultural diversity has a net positive effect
on American productivity. In (Sparber, 2010) a
positive relationship was found between racial
heterogeneity and wages in the United States.
Lee (Lee, 2011) used employee career data for
53 English cities between 1981 and 2001 and
showed that cities with more diverse popula-
tions experienced faster economic growth.

The third level of the analysis presented
in the literature is companies. In (Lee, 2015)
the author compared the effect of diversity for

firms and cities and found a positive effect of
diversity in companies on innovation. As-
suming that immigrants bring different ideas
and abilities, and are important factors in the
technological progress, Alesina, Harnos and
Rappoport (Alesina, Harnoss, Rapoport, 2013)
analysed the relationship between the diversity
of immigrants and the level of economic devel-
opment and concluded that it had a positive im-
pact. Many papers support the suggestion that
diversity leads to increased productivity when
skills are complementary (Lazear, 1999; Ham-
ilton, Nickerson, Owan, 2003; Parotta, Dario,
Mariola, 2010).

The conclusion about the negative im-
pact of diversity on economic development or
its absence is often made when a high level of
aggregation is used, but a positive relationship
is revealed in the analysis at the level of cit-
ies and enterprises. A more detailed approach
is increasingly used in the study of ethnicity
and institutions (Michalopoulos, Papaioannou,
2013; Michalopoulos, Papaioannou, 2014), eth-
nicity and inequality (Alesina, Michalopoulos,
Papaioannou, 2015).

There are few papers that study the rela-
tionship between ethnic and cultural diversity
and economic development in contemporary
Russia (Limonov, Nesena, 2015; Nesena, Ra-
zumovsky, 2016; Bufetova, Kolomak, 2017,
Bufetova, Kolomak, Khrzhanovskya, 2018).
Empirical analysis did not reveal stable rela-
tionships and patterns. This paper attempts to
present a more detailed study by separating the
effects of polarisation and fractionalisation of
both national and religious heterogeneity.

Theoretical framework

The paper is based on the conclusions of
the theories of economic growth and institu-
tional economics, which consider culture as an
important informal institution that forms pref-
erences, restrictions, and models of interaction
and behaviour of people.

The results of empirical studies on the so-
cio-economic and political consequences of the
cultural diversity are ambiguous and depend on
the objects studied and on the estimated impact
directions. This can be explained by the fact
that the influence of the cultural heterogeneity

- 455 -



Anna N. Bufetova, Alina A. Khrzhanovskaya... Cultural Heterogeneity and Economic Development in Russia

on economic development is not direct, it is me-
diated by the system of formal institutions, by
the structured social relations, and by the tra-
ditions of interpersonal relations. The channels
of influence of the cultural heterogeneity on the
results of economic activity are trust, transfer
of experience, preferences for public goods and
public choice procedures. In this regard, the de-
gree and direction of influence of the cultural
heterogeneity on the socio-economic processes
are determined by the technological progress,
diversity of production, costs of coordinating
the preference for public goods, the role of
powerful elites representing ethnic or religious
groups in government policy, restrictions on
rent-seeking elites, the development of demo-
cratic institutions, social cohesion and capacity
for collective action.

Empirical studies on the impact of cultural
diversity on economic development are based
on models of economic growth. The speci-
fication of the model, along with the funda-
mental factors of production, which are labor
and capital, includes characteristics of cultural
diversity, while controlling the features of the
institutional environment that can directly or
indirectly affect the results of the interaction.

Cultural heterogeneity is measured using
several indicators, including the fractionalisa-
tion index and polarisation index. The potential
positive effects of the heterogeneous structure
reflect rather the first indicator — the fraction-
alisation index. And the probability of social
conflicts, which may be based on cultural het-
erogeneity, is estimated using the polarisation
index. The risk of social tensions depends not
on the number of ethnic or religious groups as
on the distribution of the population among
them, and not so much on the level of heteroge-
neity, but on its structure. Inequality does not
always cause open conflict, social protest is a
collective action and requires concentration of
interests and political forces, i.e. polarisation of
the society is necessary. We can talk about the
polarisation if the following conditions are met:
firstly, there is a high degree of homogeneity
within each group and, secondly, there is a high
degree of heterogeneity between groups. Polar-
isation involves analysis of distribution, while
fractionalisation does not allow us to identify

the details of the heterogeneity structure, to de-
termine the presence of dominant groups.

The analysis of the impact of the cultural
heterogeneity in Russian regions on the eco-
nomic development uses the fact that the coun-
try is a multinational state with a large ethnic
and religious diversity and, at the same time,
there are large differences in the level and dy-
namics of regional development. National, eth-
nic, and religious groups are distributed very
unevenly across the territory of Russia: from
the concentration in some regions to a small
representation in others. However, the macro-
economic and institutional environment with-
in a country is more uniform compared to the
level of differences between countries and es-
timates for regions remove the problem of ex-
tremely different conditions and specificity of
different countries.

Statement of the problem

The problem of national and ethnic con-
flicts has become one of the most discussed top-
ics in the media in the recent years. Increased
migration due to economic problems, rising
unemployment, crises and wars are changing
the population structure. Rapid changes in the
national structure and the growing heteroge-
neity of the population, where different ethnic
or religious groups have different interests and
norms of behaviour, cause tension in the soci-
ety.

It is known that informal rules grow out
of traditions and culture, and diversity in the
institutional environment is often determined
by national characteristics, which also influ-
ence the nature of development. The factor of
national heterogeneity and ethnic diversity has
impact on economic dynamics, and its direc-
tion remains unclear. A number of papers prove
the positive impact of ethnic heterogeneity of
the population on economic growth and labour
productivity. The explanation is that diversity
makes it possible to optimally combine the ad-
vantages of different cultures and traditional
skills. The positive effect of national diversity
is mainly characteristic of countries with a high
level of development and political stability. But
many studies also reveal a negative relationship
between ethnic and religious heterogeneity of
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the population with indicators of development
and economic efficiency. A whole range of ar-
guments are given as reasons for this depen-
dence. First, in ethnically heterogeneous soci-
eties, there is a greater likelihood of conflicts
between population groups and related polit-
ical instability, including armed clashes and
civil wars, which negatively affects investment
activity and, as a result, the rate of economic
growth. Second, in ethnically heterogeneous
societies, it is more difficult to reach consen-
sus on the distribution of public goods, so the
efficiency of providing budget services is low-
er. Third, because of the mismatch of interests,
groups seek channels of influence on political
decisions, wasting development resources in
an unproductive way. As a result, in heteroge-
neous societies the level of corruption is higher,
and the participation of citizens in public life is
lower due to distrust to the authorities. Finally,
ethnic heterogeneity can slow down the diffu-
sion of ideas and technological innovations as
a result of cross-cultural and language barriers.

Despite the fact that the Russian Federa-
tion is a multi-ethnic state with a great cultural
diversity, and as a result of active migration and
immigration in recent years, it is possible to as-
sume noticeable changes in the national and
religious composition of the population. This
work complements the study of the processes
of changing the national structure of the pop-
ulation, conducting a detailed analysis of the
characteristics of ethnic and religious hetero-
geneity for the post-Soviet Russia using a set of
empirical indicators and techniques.

Cultural heterogeneity can be the cause
of both positive and negative socio-economic
phenomena. The theoretical and empirical re-
sults give grounds to separate these effects and
put forward the following hypotheses.

1. Cultural diversity has a positive impact
on economic development.

2. The polarised cultural structure nega-
tively affects the socio-economic results of de-
velopment.

Methods and data

Quantitative estimates of the national het-
erogeneity of the population are carried out
using the fractionalisation index, which shows

the probability that two randomly selected peo-
ple belong to different cultural groups, and is
calculated as follows:

FRAC =1-3N,(s)%, M

where si is the share of the population of the
i-th cultural group in the total population, N
is the number of such groups. The index takes

values from 0 to 1 — 1/ N - The minimum value

corresponds to a situation when the society is
completely homogeneous and unites the pop-
ulation of one culture. The higher the index —
the higher the heterogeneity of the population.
Theoretically, the index can reach a maximum
value of 1 when the number of groups tends
to infinity, and all people belong to different
groups. It means that the index depends on the
number of cultural groups and increases with
the number. Another property of the fractional-
isation index that needs to be considered is that
it depends on the distribution of the population
by group, giving greater weight to large groups
of the population. As a result, if the share of the
dominant cultural group decreases, the frac-
tionalisation index will decrease. However, the
study of dynamics using this indicator with un-
changed classifications is quite correct.
Cultural heterogeneity can be the source
of disagreements in society. From this point of
view, the diversity measure should reflect the
possibility of conflicts. However, the threat
of social tension is not so much related to the
number of cultural groups, as to the nature
of the distribution of the population between
them, that is, not to the level of heterogeneity,
but to its structure. Inequality is not always a
source of conflict; social protest is a collective
action and is associated with the polarisation
of society. We can talk about the polarisation
of society if the following conditions are met:
firstly, there is a high degree of homogeneity
within each group and, secondly, there is a high
degree of heterogeneity between the groups.
Thus, the polarisation involves the analysis of
distribution features. And the fractionalisation
index does not allow to identify the features
of the heterogeneity structure, to determine
whether a society is bipolar, multipolar or bal-
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anced, to identify the presence of a dominant
majority or a dominant minority. Esteban and
Rey (Esteban, Ray, 1994) proposed the polar-
isation index, they formulated the theoretical
basis for the polarisation evaluating and a sys-
tem of axioms that must satisfy the measure
of polarisation. The constructed polarisation
index that satisfies these axioms is calculated
as follows:

P(s,y,k,a) = ?)

= kXN, e sitosily — il
where s; is a share of the i-th group in the total
population, |yi - yj| is a measure of the differ-
ence (distance) between the two groups 7 and j,
o and k are parameters.

This index was used to assess the degree
of polarisation of the population by wealth and
income, but in analysing the polarisation of the
population by cultural characteristics, we face
the problem that it is necessary to set a quan-
titative assessment of the level of differences
between cultural groups. One of the attempts
to solve this problem is presented in the pa-
per (Montalvo, Reynal-Querol, 2002), where
the polarisation index is a measure of the dif-
ference between the actual distribution of the
population by ethnic groups and the bimodal
distribution:

2

0=1-3 (55 s o)

In the formula, the deviation of the share
of each group from its maximum value at the
extreme degree of polarisation (0.5) is weight-
ed by the value of this share. The proposed
index reaches a maximum when the society
splits into two groups of equal size and de-
creases when its structure deviates from this
pattern. Montalvo and Raynal-Querol (Mon-
talvo, Reynal-Querol, 2002) showed that the
polarisation index Q belongs to the class of
polarisation measures proposed by Esteban
and Rey (Esteban, Rey, 1994). Due to the
complexity of determining the degree of dif-
ference between cultural groups, the authors
assumed that the differences between any
groups are equal.

The fundamental difference between the
fractionalisation and polarisation indices is that
an increase in the number of groups increas-

es the fractionalisation index (the diversity of
the population is higher) but reduces the polar-
isation index (it is maximum if there are two
large groups). Therefore, the fractionalisation
and polarisation indices characterise different
aspects of population heterogeneity and are
used to study different influence on economic
development.

The analysis of the impact of cultural het-
erogeneity on development indicators is carried
out using economic growth models. Empirical
studies use regression of output on labour,
capital, a system of controlling variables, and
cultural heterogeneity indices. The implemen-
tation of this approach gives the specification
of the econometric model as follows:

InY;e = Bo + P1InCy + BalnLy + @)

+ NDit + DPit + Hi + }'t + Eit-

Where
Y;¢ — gross regional product in region i in year t;
C;; — fixed capital in region i in year t;

L;; — employment in region i in year t;

ND;; — cultural diversity index in region i in
year t;

DP;; — cultural polarisation index in region i in
year t;

u; —regional effect;

A — time effect.

Important determinants of cultural dif-
ferences are nationality and religion. The
national structure of the Russian population
is presented in 2002 and 2010 censuses. In-
formation about the confessional structure of
the population is available for 2012 in the At-
las of Religions and Nationalities of Russia,
data for 2015 were prepared by the Federal
Agency for Nationality Affairs. The confes-
sional structure of the population of the Rus-
sian Federation, despite the dominance of the
Orthodox religion, is quite diverse. Data for
2012 gives a more detailed structure of reli-
gions. Therefore, to ensure comparability, the
2015 grouping was taken as a basis, includ-
ing the following religions: Orthodox, Islam,
Buddhism, atheism, own faith, Protestantism,
Christianity (but not Orthodox, Catholic, or
Protestant), Judaism, Eastern religions and
spiritual practices, Pentecostalism, paganism,
old believers, Catholicism, etc.
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Discussion

There were no major changes in the na-
tional diversity of the population in the Russian
regions during the period under review (Ta-
ble 1), while significant changes were observed
in the heterogeneity of the religious structure
(Table 2). The religious composition is more
heterogeneous than the national one. However,
both the ethnic and religious structures tend-
ed to increase homogeneity; the average values
and median level of the fractionalisation in-
dices declined. But, at the same time, interre-
gional differences increased; the coefficients of

variation and standard deviations were getting
bigger.

The index of national polarisation in the
regions varies from 0.1 to 0.9 (Table 3), and the
religious polarisation from 0.2 to 0.9 (Table 4),
which indicates a high cultural polarisation in
certain regions. The average characteristics of
the national polarisation for Russia can be at-
tributed to moderate, while for the religious po-
larisation the average characteristics are quite
high. But the average level of cultural polarisa-
tion in the country is reducing.

The obtained estimates bring to the con-
clusion that there is a wide variety of cultur-

Table 1. The index of the national fractionalisation in Russian regions

2002 2010 A 2002-2010
Minimum 0.059 0.054 -0.005
Maximum 0.838 0.835 -0.003
Average 0.295 0.277 -0.018
Median 0.230 0.188 -0.042
Standard deviation 0.199 0.200 0.001
Variation coefficient 0.675 0.724 0.049

Table 2. The index of the religious fractionalisation in Russian regions

2012 2015 A 2012-2015
Minimum 0,370 0,145 -0,225
Maximum 0,816 0,784 -0,032
Average 0,697 0,498 -0,199
Median 0,714 0,507 -0,208
Standard deviation 0,088 0,130 0,042
Variation coefficient 0,127 0,261 0,135

Table 3. The index of the national polarisation in Russian regions

2002 2010 A 2002-2010
Minimum 0.113 0.104 -0.009
Maximum 0.912 0.926 0.014
Average 0.444 0.420 -0.024
Median 0.390 0.336 -0.054
Standard deviation 0.241 0.248 0.007
Variation coefficient 0.543 0.592 0.049
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Table 4. The index of the religious polarisation in Russian regions

2012 2015 A 2012-2015
Minimum 0,560 0,274 -0,286
Maximum 0,859 0,915 0,056
Average 0,709 0,693 -0,016
Median 0,708 0,714 0,006
Standard deviation 0,059 0,115 0,056
Variation coefficient 0,083 0,165 0,082

al structures in the regions of Russia, which
allows us to study the relationship between
cultural heterogeneity and indicators of social
and economic development. Since information
about the national and religious structure of the
population is presented for different years, the
regression estimates for these cultural charac-
teristics were run separately.

Considering that inflation processes had
different activity in the spatial dimension and
over time, the gross regional product (GRP)
was recalculated based on the indices of the
physical volume of GRP. We have panel regres-
sion and should choose between fixed and ran-
dom effects models. The Hausman test did not
reveal significant differences in the estimates
of models with fixed and random regional and
time effects, so GLS estimates were used,
which are more efficient. The estimates of the
regressions (4) are presented in Table 5.

Like many empirical studies for a regional
level, our regression estimates confirmed the
hypothesis of a positive impact of cultural di-

versity on economic development in Russian
regions. The coefficients for the national and
religious fractionalisation indices are positive
and statistically significant. At the same time,
the hypothesis about the negative impact of
cultural polarisation was confirmed only for
the religious component. The coefficients for
national and religious polarisation indices have
anegative sign, but the national polarisation in-
dex is statistically insignificant.

Conclusion

Our estimates have shown that despite the
growth of the internal and international mobil-
ity of the population, there were no significant
changes in the diversity of the cultural struc-
ture in Russia. This result does not correspond
to the popular opinion that the country experi-
enced growing heterogeneity of national and re-
ligious structures. This assumption is based on
the idea that active migration in the post-Soviet
period should result in a more diverse cultural
and ethnic composition. However, the obtained

Table 5. Regression estimates for cultural heterogeneity

. Regression 1 Regression 2
Variable
coefficient P-value coefficient P-value
Fixed capital 0.386 0.000 0,3206 0,000
Employment 0.661 0.000 0,6649 0,000
National fractionalisation 0.381 0.078
National polarisation -0.295 0.251
Religious fractionalisation 0,2371 0,000
Religious polarisation -0,2131 0,001
Number of observations 164 164 164
R2 0.89 0.90
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quantitative estimates did not confirm this hy-
pothesis. This can be explained by the fact that
the cultural structure of migrants is not very
diverse, so demographic mechanical processes
are not accompanied by an increase in cultural
heterogeneity of the whole population.

The intercultural relations are not sources
of acute conflicts and their institutional repre-
sentation, formed over decades, have not ex-
perienced significant pressure and have not re-
quired significant changes. Assessments have
shown that both national and religious diversity
are positively correlated with the regional de-
velopment. Due to the relative stability of the
formal and informal institutional structures, the
national diversity has shown positive effects,
while the negative phenomena that are usually
associated with the polarisation have not re-
ceived a basis for development in inter-ethnic
relations. However, religious polarisation has a
negative impact on regional productivity. This
phenomenon can be explained, firstly, by the
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Hncemumym skonomuxu u opeanuzayuu npomwviuiiento2o npouszsoocmea CO PAH
Poccutickas ®eoepayus, Hosocubupck

Hosocubupckuil HayuoHanbublil ucc1ed08amenbCKull 20CY0apCmMEeHHbLL YHUBEPCUMen
Poccutickas ®eoepayus, Hosocubupck

AHHoTaums. B crarbe uccienyrorcs W3MEHEHHMs B HAalMOHAJIBHON M PEJIMTHO3HOM
CTPYKTYpEe HaceleHHss U OLIEHMBAeTCsl BIMSIHHUE KYJIBTYPHOM HEOZHOPOIHOCTU
Ha DKOHOMHYECKOE pa3BUTHE peruoHoB Poccun. Mcrounmkamu wHMOpMAIu o
HallMOHAIBHOHN CTPYKType HaceneHus sBisitores nepervcu 2002 u 2010 rogos. Ananus
HEOJTHOPOIHOCTH PEIUTUO3HON CTPYKTYpHI ripoBesieH 3a 2012 u 2015 roapl, HCTOUHUKOM
JIaHHBIX SIBISIOTCSL ATiac penuruii M HaruoHanbHOCTeH Poccum m ®enpepanbHOe
areHTCTBO [0 JieJlaM HallMOHAJIbHOCTEH. YPOBEHb KYJIBTYPHOH TI'€T€pPOr€HHOCTU
OIICHMBACTCS C TOMOIIBI0 WHIEKCOB (DpaKIMOHATU3ANNN ¥ ToJsIpu3anuu. M3ydeHue
9TUX XapaKTEePUCTHUK MI0KA3aJI0, YTO, HECMOTPS Ha yCUJIEHHE MUTPALIMOHHBIX IIPOLIECCOB
B COBpeMeHHOI Poccuu, CylecTBEeHHBIX M3MEHEHHUI B KyJbTYpHOW HEOAHOPOIHOCTU
HaCeJICHUSI He MpPOM30ILI0. B TO e BpeMs MMeeT MecTo OoJbloe pasHooOpasme
HAllMOHAJIBHBIX M PEJIMTMO3HBIX CTPYKTYp B peruoHax. BiusHue KyabTypHOU
HEOJHOPOIHOCTH Ha 9KOHOMUYECKOE Pa3BUTHE OLIEHUBAETCS C [IOMOLIIBIO PErPECCUOHHOTO
aHanu3a. OueHuBanack nanenabHas perpeccust BPII na tpyn, kanurasn, KOHTpOJIUpyOIIne
IepeMeHHble W MHJEKChl KyJIbTYpHOW HEOIHOPOAHOCTH. Pesynbrarel moKaszaiu:
1) MOJOXUTETBHOE BISIHAE ITHOKYIBTYPHOU (DPpaKIMOHANIM3AINMH HA YKOHOMUYECKOE
pa3BUTHE; 2) OTCYTCTBHE CTAaTUCTUYECKI 3HAUMMOMN CBS3M MEXK/Y YPOBHEM HAIIHOHAJILHOM
MOJIIPU3ALIMN U Pa3BUTHEM; 3) HEraTMBHOE BIMSHHUE PEIMIMO3HON MOJIIpU3alMU Ha
MPOAYKTUBHOCTB. [loTydeHHbIe pe3ynbTaThl CBUACTENBCTBYIOT O HEOOXOMMOCTH ydeTa
KyJIBTYpPHOU HEOTHOPOJHOCTH OOIIECTBA B PETHOHATIHHOW IONUTHKE U B YIPABICHHUN
00IIeCTBeHHBIMH (DHHAHCAMH.

KuroueBble cjioBa: KylnbTypHasi HEOTHOPOAHOCTh, perHOHbI Poccru, HalMOHATIBHOCTD,
PENUTHSL, SMITUPUYECKUAN aHATN3, PpaKIIMOHATMAIINS, TIOJISPU3AIHS, PETPECCHsl.

Cratbst BbIIONHEHAa Tmpu mnoxaaepxkke Poccuiickoro ¢oHma (GyHIaMEHTaIbHBIX
uccienoBanuif, mpoexkt Ne 19-310-90010 «OTHOKYIBTYpHOE pa3HOOOpasue,
9KOHOMHUYECKOE pa3BUTHE U MPOOIEeMbl yIIpaBIeHUS B pernoHax Poccumy.

Hayunas cnenmansaocts: 08.00.00 — skoHOMUYECKHE HAYKH.
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Abstract. Strategic goals of stable development of territories of all levels at the expense
of producing competitive goods and increase in export potential of regional producers,
as well as the need to improve quality of life, have justified the necessity of using
effective technologies for territory branding, which, in turn, requires theoretic solution
of some scientific problems in terminological and instrumental areas of knowledge.
Current problems of the regional branding as the branding of special areas have got
less attention than national and regional branding, which has led to the lack of common
concepts and continuation of terminological discussions, and also searching for
universal model of the regional branding. Researches done by the specialists in this area
have allowed us to know their views on the definition of the term “regional branding”
in relation to the need to develop structural models of brands (different for different
regions), to consider commodity brands as preferrable constituent parts of regional
brands, to develop integrated model of consumer values which form preferences in
selection of food products of well-known brands and brands of local producers. In the
conclusion of the present work there is a list of problems to be solved in future studies
through interdisciplinary approaches.
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Introduction

As the analysis of publications shows,
there is the great increase of attention of prac-
titioners and researchers to the questions of
area branding. While in the beginning of the
2000s territorial and regional branding were
a completely new phenomenon for us (Guliae-
va, 2011: 84-88), today the publication activity
of practicing specialists and researchers, and
also the rise in the number of Conceptions and
government laws on creation of brands in the
Russian regions illustrate the intensity of the
process of developing territorial brands, which
evolved from the fashionable trend of Russian
regional politics (Pankrukhin, 2010) to an im-
portant strategic tool (Dubova, 2013: 43-48;
Zenker, Jacobsen, 2015).

The incentive for the increased interest
in the practice and the correspondent scien-
tific justification of territorial branding was
the aggravation of competition both between
countries and between regions in developed
countries not only for consumers, but also for
investments, tourists, qualified staff, for hold-
ing sports, cultural and business events, so this
competition penetrated through all spheres of
the economy, culture, etc. (Anholt, 2007; Ba-
zhenova, 2013; Rod’kin, 2018). The diversity of
goals and problems of territorial branding have
caused appearance of opponents of the compet-
itive concept of special branding for different
areas in Russia (Groshev, Stepanycheva, 2011)
and abroad (Zenker, Jacobsen, 2015). They also
reject those authors who go beyond the borders
of competitive concept, considering the terri-
torial brand as a tool for stable development of
industries and territories (Butova et al., 2019;
Dinni, 2013), improving the quality of life of
local people to make population diversified,
more qualified and satisfied (Dinni, 2013), and
to ensure strong political influence in the coun-
try and abroad (Anholt, 2007), making people
proud of their homeland (Dinni, 2013).

The strategic goals of stable develop-
ment of the areas fostered the necessity of

purposeful creating brands for certain areas
or places. The analysis of publications in this
sphere of research demonstrates that regional
branding issues are paid less attention to than
national and urban branding. This tendency
is also noticed by foreign researchers (Zenk-
er, Jacobsen, 2015). For instance, the author
of the term “place branding”, Simon Anholt,
as well as other specialists of area branding,
focus their studies on the problems of nation-
al (country) branding; the other well-known
authors, such as Greg Clarke, concentrate
on the problems of urban branding (Dinni,
2013).

At the same time, it is regions which are
particularly important because they compete
and collaborate both within and between coun-
tries, building so-called inter-regional brands
(Zenker, Jacobsen, 2015; Guliaeva, 2011;
Dubova, 2013). In addition, the countries’
non-standard regionalization processes, lead-
ing to the emergence of new regional actors,
need information and image support through
their branding (Zenker, Jacobsen, 2015). Also,
in Russia, the creation of new macro-regions
(e.g., “Yeniseysk Siberia”) or the restructuring
of federal districts (e.g., the Far Eastern Feder-
al District through the transfer of Buryatia and
Zabaykalsky Krai), impose the need to create a
“new” regional branding.

The relevance of regional branding in Rus-
sia is due to the need to patent trademarks of
goods at their place of origin, and it has grown
especially with the approval of the project “Ex-
port of APC products” in 2016. This project
sets the order of use of regional sub-brands for
export products of the Russian APC (Passport
of the priority project, 2016).

Thus, the growing interest in the practice
of regional branding both abroad and in Russia
has conditioned the scientific justification of
the basic categories. However, the complexity
of this category has led to discussions on re-
gional brand and branding, which still continue
both in Russia and abroad.
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Theoretical Framework

Analysis of Russian and foreign publica-
tions on the topic of the study showed that the
dynamic scientific discussion does not result
in the creation of common vocabulary, nor in
the unified approaches to the conceptual ap-
paratus of regional branding theory. As lead-
ing scientists admit, the theory of regional
branding undergoes a process of improvement
(Dinnie, 2013). In our opinion, there can be
distinguished two vectors of development of
theory that solve existing problems. First and
foremost, in the field of conceptual apparatus.
As the well-known scientist and practitioner
P.E. Rod’kin rightly points out, the lack of a
critical approach to the analysis of definitions
of the concept “territorial brand”, the interpre-
tation of the brand of territories on the basis
of one approach, professionally biased by the
outside brand developers (Rod’kin, 2018), have
culminated in contradictions among practi-
tioners and theorists in defining the concepts
of regional and territorial brands, in the emer-
gence of a large number of synonymous terms,
which, as a result, has spawned structural con-
fusion as regards basic concepts. Hence, an
interdisciplinary approach incorporating con-
sumer behaviour theories, integrated market-
ing communications, cognitive theories, pre-
vail as a conceptual basis for research on the
basic concepts of territorial branding theory.
We propose to define the essence of the concept
“regional brand” basically within the theory of
regional economy.

We take the use of approaches to model-
ling a regional brand as adaptive to the charac-
teristics of the regions (territorial subjects), as
the second direction of improving the theory of
regional branding. An analysis of publications
on the topic of modelling brands of different
territories — national, regional, urban brands,
revealed scientists’ attempts to create a uni-
versal model of a territorial brand, which, in
our opinion, is an unrealistic task due to the
complexity of the structure of target stakehold-
ers. Therefore, the proposals of some authors
on the application of the network approach in
modelling the brands of territories and regions
are seen as breakthrough (Dinni, 2013, Zenker,
Jacobsen, 2015). Let us note one more problem:

most authors use the models of reputable West-
ern scientists and practitioners to present their
own concept of modelling brands of territories
or regions without taking an advantage of an
approach adaptive to the level of territorial
subject; rather they simply replicate the same
unified models, as it happens with the model
of a territorial brand — hexagon introduced
by S. Anholt, which is offered as universal for
different regions, too. Meanwhile, the attempts
of the authors of the present article to create a
model of agricultural production for the Kras-
noyarsk Krai based on the S. Anholt hexagon
did not lead to any success, so the original
model was built (Butova et al., 2019).

Statement of the Problem and Methods

Solving the problems of updating the prac-
tice of the regional branding is rooted in solv-
ing theoretical problems, e.g., of unanimous
definition of the essence of a regional brand
and its models. Understanding the content and
structure of the concept of “regional brand”
depends on understanding and describing its
functional purpose, while determining region-
al brand models will allow the regional brand-
ing process to be successful, resulting not only
in intensified regional competitiveness but also
in the implementation of the strategic goals of
sustainable development.

Having completed theoretical studies in
the field of terminology and models of regional
brands based on a comparative analysis of fac-
tors determining food selection criteria, we pro-
pose an integrated model of consumer values
when choosing food products. The proposed
model was tested on the studies of buyers’ be-
haviour concerning the choice of food products
by the method of a representative survey. The
sample consisted of Krasnoyarsk buyers who
bought food in the supermarkets of the retail
chains Krasny Yar and Komandor. Consum-
er survey data were processed using the IBM
SPSS Statistics program. To adapt and optimize
the market supply of regional producers to con-
sumer preferences, we created factor models
of preference criteria for 3 age groups: aged
18-25; aged 26-45; aged 46-65. The signifi-
cance of each of the preference criteria was cal-
culated for 6 consumer groups differentiated
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by sex and age: young men and women (aged
18-25); adult men and women (aged 26-45); se-
nior men and women (aged 46-65).

Research findings and discussion

Theoretical substantiation of the concepts
of “regional brand” and “regional branding”
has not only scientific but also practical sig-
nificance for the subjects of branding. The
absence of a legal definition of these concepts
in the Russian law gives free rein to scientists
and practitioners to independently define and
describe their essence at times without any
scientific substantiation, which multiplies the
number of definitions and, consequently, termi-
nological discussions. As a result, this allows
brand developers to use their own or borrowed
concepts, convenient for customers, without
worrying about the outcome, camouflaged by
“convincing” pseudoscientific concepts. On the
other hand, the legal definition of this concept
is subject to serious responsibility and scientif-
ic justification, as introduction of federal and
regional legislative acts will be carried out on
the basis of well-defined concepts, which will
revive the scientific discussion on the theory of
regional branding and the problem of improv-
ing approaches to their modelling. Joining the
discussion of this scientific problem, the au-
thors were trying not only to identify method-
ological problems, but also to formulate their
own point of view to validate the conducted
research.

Desk research in the form of analysis of
Russian and foreign scientific publications and
documents, such as, for example, the “Concept
of promotion of national and regional brands of
goods and services of domestic production for
2007-2008” and the project “Export of agricul-
tural and industrial complex products”, showed
that the definition of the concept of a regional
brand, on the one hand, is made on the basis
of differentiated approaches to the definition of
the core essence, but either in terms of com-
munication (Khandamova, 2013) and psycho-
logical models (Guliaeva, 2011), or on the basis
of the value approach (Vazhenina, 2011). There
is an approach that separates the concepts of
“regional brand” and “brand of regions” (Ba-
zhenova, 2013).

On the other hand, there is such an ap-
proach to the definition of the regional brand
that does not take its territorial nature into ac-
count and instead rests on the adoption of the
concepts of corporate or commodity brands
(Bazhenova, 2013; Groshev, 2013). Many for-
eign researchers draw the parallel between the
brand of territories, including regions, and the
brand of corporations, as noted by K. Dinni
(Dinni, 2013), while others use the concepts of
territorial and regional brand as synonymous
(Zenker, 2015).

Supporting the mentioned researchers’
view of the regional brand as a complicated and
complex phenomenon (Dinni, 2013; Zenker,
2015), we propose to view its definition as re-
gards the cross-functional approach, applying
the theory of regional economy to describing
the essence of the region as a complex mul-
ti-level social, economic and natural system,
besides, we took advantage of the theory of
marketing, in particular, marketing communi-
cations and consumer behaviour, to describe
the brand as a marketing tool. From the stand-
point of the cross-functional approach, we take
the definition of the concept of regional brands
as instruments of regional marketing aimed at
attracting investment and human resources, as
well as brands of goods and services located
in a particular geographical area. This strategy
is prescribed by the “Concept of promotion of
national and regional brands of goods and ser-
vices of domestic production for 2007-2008”
(Subjects of the Russian Federation, 2019),
reflecting the essence of regional brands to a
greater extent than others.

The regional brand is a multidimensional
concept with a complicated network structure
(Dinni, 2013; Zenker, 2015). The structure or
content of the regional brand should be dis-
played through the models based on a network
approach. Analysis of publications on this topic
has shown that many authors are trying to create
a universal regional brand model. For example,
the authors cite as the only one the territorial
brand model, hexagon introduced by Simon
Anholt, which consists of such components as
tourism; export brands; politics; business and
investment; culture and people (Anholt, 2007:
26); and they do not adapt this model to dif-
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ferent regions. In our opinion, this model has
limited applicability for different types of are-
as, including regions. Supporting Dinni’s point
of view that owing to the huge difference be-
tween stakeholders and target audiences (from
tourists to corporations) the development of a
single model of the territorial brand is not only
impossible, but also useless (Dinni, 2013: 156),
the authors offer to develop models of regional
brand components as network structures of the
brand (Butova et al., 2019). In our opinion, re-
gional brand models should be tailored to the
geographical, natural, economic and social pe-
culiarities of the regions.

The second important issue requiring sci-
entific justification arises from the use of the
brand as a marketing tool in the implementa-
tion of regional development strategies. Such
definitions of the regional brand as a set of en-
during values, which reflect the unique origi-
nal consumer characteristics of the region and
community and which are in steady consumer
demand (Dubova, 2013), or the territorial brand
as a symbolic conception designed to create
“additional meanings” or such values of territo-
ries that identify territories and bring associa-
tions (Esch et al., 2006), are unlikely to be used
in practical programs of regional development.

The definition of the concept of the region-
al brand and its models should be based on the
understanding that its structural components
exist in tangible and intangible “dimensions”
(Rod’kin, 2018: 28). In our opinion, the prac-
tical application of regional brands is possible
only with the clearly defined goals, which, in
turn, enables identifying the main structur-
al components of the brand as the “carriers”
of tangible assets. In the light of the goals of
regional branding (inter alia, building loyal-
ty to the region) for various target groups, we
can single out its main goal, which is to ensure
the satisfaction of the population with living,
studying and working conditions in the region.
This satisfaction primarily determines sustain-
able economic, social, cultural and environ-
mental development of the region. Citizens’
wealth is not only economic benefits. In addi-
tion to obtaining economic and social benefits,
people face the challenges of technocratic life.
In order to attract and retain valuable people

and ensure their long-term attachment to the
region, the tasks of improving the quality of
life in the region must be solved (Dinni, 2013).
According to several authors, this is mainly
ensured by healthy and high-quality nutrition.
Therefore, the creation and support of goods
of local manufacturers that can transform into
regional brands (Demakova, 2019) becomes
an important task for regional authorities and
manufacturers. As a consequence, the search
for the basic component of a regional brand
should be done predominantly in the field of
product branding, including service branding.
In connection with this approach, the region-
al brand is defined as a complex of objects of
tangible and intangible nature, providing stable
association in the minds of consumers between
certain goods and their production in the region
(Subjects of the Russian Federation, 2019).

More and more often product branding is
seen as an important branding tool. (Krotova,
2018: 192-195). That being said, modelling the
product component of a regional brand based
on the theory of consumer behaviour is a cen-
tral task for other network components of the
regional brand.

In the process of ensuring the strategic
goal of stable development of the regions, the
urgent task is to develop and maintain a region-
al market for goods of local producers, espe-
cially in the market for food products of daily
demand (Demakova, 2019). In this segment,
there are certain problems and challenges in the
field of regional branding. In the context of this
article, we single out the main one — the need
to develop regional product brands within the
framework of national branding (Kavaratzis,
2005) based on the interactions of regional au-
thorities, manufacturers, retail chains and the
public (Stoklasa, Starzyczna, 2016).

Creating a product brand that can become
regional with an emphasis on the place of pro-
duction should be centered on trust, therefore,
first of all, on the quality of products felt by
consumers (Tajik et al., 2016). So, it is crucial
to consider models of product brand taking into
consideration an interdisciplinary approach.
For example, it is essential to implement a
marketing strategy for entering the market and
promoting a regional product brand, it is advis-
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able to analyze not only competitive conditions
using market methods, but also the characteris-
tics of the target segment; consumer behaviour,
respectively with the view to a psychological
approach to the analysis of consumer percep-
tion of food products (Atilgan et al., 2005).

At the regional level, the problem of qual-
ity management in the process of branding re-
gional products arises from different approach-
es to the interpretation of the criteria that shape
and measure the product quality perceived
by consumers. This problem leads to the de-
creased effectiveness of support measures in-
troduced by regional authorities for local pro-
ducers (Belskikh, 2014); the specific needs of
the population of certain regions for products
with special nutritional and biological value re-
main unknown and therefore unsatisfied (De-
makova, 2019); the unique resource potential of
the regions is not fulfilled and, as a result, local
production does not expand, and the regions
are far from sustainable development (Versan,
2019).

To resolve aforementioned problems it is
imperative to analyse the theoretical concepts
of consumer perception of product quality in
order to identify its determining factors and
specify criteria that characterize certain as-
pects of perceived quality relevant for brand
management.

It has been proved that the effectiveness of
regional branding is set by the concurrence of
real consumer values and the values declared
by the product brand (Repina, 2013). To ensure
such concurrence in practice various authors
recommend different theoretical models:

1. Model of common consumer values,
which is based on preference criteria when
choosing food products;

2. Model of local values of consumers,
which is based on preference criteria when
choosing food products of local production;

3. Model of information sources motivat-
ing the consumer choice of food products of
local manufacturers.

From our point of view, the value of such
differentiated models can increase if they will
be integrated into one model which allows one
to become aware of the motives and criteria for
consumer choice in certain conditions of a par-

ticular region, as a result of which the interests
of branded products manufacturers (Morgun,
Sekatskii, 2017) and regional management
bodies will coincide and facilitate creation of
regional branding based on product branding
(Cleave, 2016). And this will give rise to the
increased customer satisfaction.

The practical implication of such an in-
tegrated model of consumer behaviour for
regional branding will be reached only in the
case of a statistically substantiated relationship
between individual criteria and the factors that
determine them, and also if there is a statistical-
ly proven significance of the criteria for groups
united by certain factors (Spreng, 1996). Our
analysis of publications on the creation of con-
sumer behaviour models when choosing food
products revealed the following groups of fac-
tors:

1. “Quality assessment by consumers”,
which is a set of characteristics of goods that
a consumer can independently evaluate by or-
ganoleptic methods. The assessment is formed
via

a) comparing consumer expectations based
on individual preferences, experience of using
analog products (Keller, 2008), actual feelings
of contact with the product (Spreng, Mackoy,
1996) as well as expectations influenced by
public opinion, advertising and other sources
regarding what the individual characteristics of
the product should be (Hsieh, Li, 2008);

2. “Promised quality”, which is a set of
feelings that the consumer develops on the
back of the manufacturer’s or distributor’s
description of the characteristics of the goods
measured by instrumental methods, that is, not
available for independent measurement by the
consumer (Zhuang et al., 2007);

3. “Reliability of quality”, which is a set
of feelings that the consumer develops by vir-
tue of personal experience in using the product
(Atilgan et al., 2005), information from author-
itative independent experts, testing centres and
laboratories (Versan, 2018) from sources that
cause a high degree of trust in the consumer,
such as friends, relatives, etc. (Chiou, Droge,
2000).

The results of the focus group conducted
during the study showed that the availability
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of food purchases within the walking distance,
the availability of the shops of all types, except-
ing pavilions, and the relevant cost of products
made by local manufacturers are as important
as all other factors. Therefore, the “product
availability” factor, proposed by the authors,
can also be a basis of consumers’ commitment
to a particular product brand, albeit it is not the
part of the structure (Cronin et al., 2000). This
gives reason to the authors to include this fac-
tor in the integrated model of consumer values,
namely in the structure of preferences in choos-
ing food products from local producers (Fig. 1).

The creation of the integrated model was
preceded by the definition of preference cri-
teria in choosing a food product. These cri-
teria should reflect the product’s tangible and

intangible characteristics and be suitable for
quantitative evaluation of different aspects of
consumer perception of quality. The choice of
criteria and their grouping by determining fac-
tors was based on content analysis found in sci-
entific publications (Keller, 2008; Rybakov et
al., 2017; Chiou, Droge, 2006; Spreng, Mackoy,
1996; Chebat, Michon, 2003), besides, it was
backed up by group discussions in the field
of quality evaluation of food products among
the specialists of the State Regional Centre of
Standardization, Metrology and Tests in the
Krasnoyarsk Krai, Republic of Khakassia and
Republic of Tyva.

For testing the integrated model of the
structure of consumer preferences in choosing
food products of local manufacturers there was

Common values of
consumers — criteria of
preference when choosing

Factors determining the
criteria of preference in
the selection of food

Local values of consumers —
preference criteria in
choosing food products of
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Fig. 1. Integrated model of consumer preferences structure characterizing
the choice of food products from local producers
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conducted a marketing research in the form of a
survey of 283 consumers who purchase food in
supermarkets of two large retail chains Krasny
Yar and Komandor in Krasnoyarsk. The testing
was done to identify the significance of prefer-
ence.

Respondents were asked questions with
open answers and they called the criteria that
are important for them when choosing prod-
ucts from 13 product groups, the list of which
was justified by their inclusion in the consumer
basket (Federal Law, 2017): bread, pasta, po-
tatoes, vegetables, berries, confectionery, meat
products, fish products, dairy products, eggs,
vegetable oil, flour, herbal tea.

Processing of consumer survey data has
been made by software IBM SPSS Statistics.

As it has been mentioned before, impor-
tance of each preference criterion has been
counted differentially for 6 segmented per gen-
der and age consumer groups, with the applica-
tion of A. Nasledov’s method (Nasledov, 2004).
There was made an analysis of the number of
every criterion mentions by each consumer in
all product groups with experts counting the
average value for each gender and age group.

As a result, the importance of preference crite-
rion in our experiment corresponds to average
percentage of products specific for each gen-
der-age consumer group (in per cent of all 13
product groups). The products were chosen on
the basis of this criterion of preference.

The results prove our hypothesis about dif-
ferentiation of criterion relevance in consumer
product choice for different gender-age groups.

As an example, you can see the indicators
typical of a group of young men (aged 18-25)
(Fig. 2) and a group of men aged 25-45 (Fig. 3).

The present study relies on comparison of
the significance of the preference criteria de-
termined by three factors. Now we can name
the leading individual criteria in all age and
gender groups. The results obtained allow us
to set the goal of constructing a factor model
of preference criteria, which will optimize the
impact of the quality of goods by local manu-
facturers on the consumer perception to justify
their branding.

Conclusion

The theoretical substantiation of the con-
cept of “regional branding” is not only scientif-
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Fig. 2. Percentage of products, bought by young men (aged18-25 years),
based on preference criteria grouped as:

[ ] Criteria “quality assessment by consumers”
[ ] Criteria “promised quality”
[ Criteria “quality reliability”
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Fig. 3. Percentage of products, bought by men (aged 26-45 years),
based on preference criteria grouped as

[ ] Criteria “quality assessment by consumers”
[ ] Criteria “promised quality”
[ ] Criteria “quality reliability”

ically meaningful, but also practical for region-
al authorities for the creation of the Concepts
of regional branding. The regional branding
1) provides developers of regional brands and
branding with regional models relevant to the
characteristics of the region; 2) enables manu-
facturers of goods to integrate product brands
into the umbrella brand of the region.

The problems identified in the research
consist of the co-existence of differentiated
approaches to the definition of the “regional
brand”, that do not distinguish between a cor-
poration and a region, between the concepts of
a territorial brand and a brand of a city, more-
over, they require theoretical justification for
the formation of legal documents regulating the
process of branding regions in Russia.

The search for a universal model of terri-
torial brands coupled with the multidimension-
ality of brands and the diversity of territorial
types seems unrealizable and meaningless.
This necessitates the creation of theoretical

models of regional brands based on scientifi-
cally justified criteria.

The goal setting of regional brands,
which lies in prioritizing the satisfaction of
the region’s population with the quality of
life, made it possible to substantiate a prod-
uct brand as the basic structural component
of the regional brand. The theoretical justifi-
cation for integrating product brands into re-
gional branding and practical measures for us-
ing regional brands in the implementation of
regional spatial development strategies shall
lead to the creation of models of common
and local consumer values that shall comply
with the needs and preferences of consumers
when the latter make a decision to buy well-
known brands and brands of local manufac-
turers. The lack of scientific works devoted to
detailing the phenomenon of “product quality
perceived by consumer” calls for the develop-
ment of new methods as part of an interdisci-
plinary approach.
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Introduction

At present, high-tech enterprises of the
military-industrial complex with a significant
innovative potential play a leading role in the
country’s innovative development and are able
to ensure both national security and the solu-
tion of the tasks set by the Government of the
Russian Federation to increase the share of
non-defence high-technology products to 50%
by 2030 (Message from the President..., 2016),
thereby developing their innovative and eco-
nomic potential.

Given the current trends and conditions
of innovative development, the effective use of
the existing innovative potential of the enter-
prises of the military-industrial complex (MIC)
in the non-defence high-technology production
can become the main one for its functioning
in order to ensure the country’s defence capa-
bility, increase stability and efficiency of the
economy, both of the MIC enterprises and the
economy of the regions where these enterprises
are located, which determines the relevance of
the study.

Theoretical framework

The theoretical basis of the study is the
works of foreign and Russian scientists on the
problems of the formation and development
of regional innovation systems, including the
innovative infrastructure, as well as the in-
novative development of the MIC enterprises
and the use of their innovative potential in the
production of the non-defence high-technology
products.

The requirements formulated in the ar-
ticle for the formation of the innovative in-
frastructure of a region develop the existing
theoretical ideas about its structure, which
are set forth in the works of D.D. Dorzhie-
va (Dorzhieva, 2009: 9), A.A. Vishnia-
kov (Vishniakov, Shikhverdiev, 2008: 33),
L.G. Elkina (Elkina, 2015: 96-97), N.N. Mak-
simov (Maksimov, 2013: 345), M.V. Rakhova
(Rakhova, 2009: 290-291), P.A. Shikhverdi-
ev (Vishniakov, Shikhverdiev, 2008: 33) and
others, and serve as the basis for the devel-
opment of a new conceptual approach to the
formation of the innovative infrastructure of
aregion, providing support for the production

and sales of the non-defence high-technology
products.

Statement of the problem

The issues of formation of the innova-
tive infrastructure in a region, which provide
conditions for the development of non-defence
high-technology products in a region and the
integration of the MIC enterprises in the mar-
ket economy, are still insufficiently developed,
which justifies the need for the development of
theoretical principles and methodological tools
for building an innovative infrastructure in a
region taking into account the specifics of pro-
duction and sales of the non-defence high-tech-
nology products.

Methods

The study used general scientific research
methods, including survey methods, system
and comparative analysis, which allowed to
ensure the relevancy of the results and conclu-
sions of the study.

Discussion

In the course of the study, in order to as-
sess the possibility of increasing the share of
non-defence high-technology products, the au-
thors analysed the high-tech enterprises of the
leading MIC enterprises and the level of inno-
vative development of the regions where they
are located. Indicators of the level of innovative
development of the regions where the high-tech
MIC enterprises (corporations) are located are
presented in Table 1.

The results of the analysis of the data in
Table 1 indicate a slight effect of the produc-
tion of non-defence high-technology products
of MIC enterprises on the level of innovative
development of regions. Along with this, the
values of the regions’ export shares and high-
tech products indicate the presence of the ex-
port potential of high-tech products manufac-
tured by the MIC enterprises and, as a rule, its
insignificant share in the region’s exports.

The conclusion is supported by the re-
sults of the correlation analysis, which showed
that the share of the high-tech products export
and the region’s export share are negatively
correlated (the correlation coefficient is mi-
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nus 0.59), and that the index of sufficiency of
the region with an innovative infrastructure
for the development of high-tech business has
a weak effect on the export share of high-tech
products of the MIC enterprises (correlation
coefficient is 0.31).

The conclusion is also confirmed by the
results of a survey conducted during a study
among 59 organizations, including enterprises
of Roscosmos State Corporation, innovative
infrastructure facilities and development insti-
tutions.

As shown by the results of the survey, in
half of the surveyed enterprises the share of in-
novative non-defence products does not exceed
10% in the total volume of production, as for
the other half of the respondents — it does not
exceed 5%.

According to the defence industry enter-
prises, by 2025, an additional increase in the
share of innovative non-defence products, in-
cluding high-tech products, can raise from 10%
to 25% (Fig. 1), which will increase the value of
this indicator to 20-35% at 38% planned by the
Government of the Russian Federation in 2025
and 39.2% in 2027 (Decree of the Government,
2019).

Deviation of the expected level of the
share of the innovative non-defence products
from the planned one is caused, first of all, by
the underdevelopment of certain competencies
of the MIC enterprises for the implementation
of the full innovation cycle for the production
of the high-tech non-defence products (attract-
ing financing, promoting these products to na-
tional and international markets, etc.), as well

100
90

as by the lack of financial and non-financial
support for the MIC enterprises, as subjects of
large high-tech business, by the institutes of
development and the innovation infrastructure
facilities existing in the regions.

The most popular type of support for the
MIC enterprises provided by the innovation
infrastructure facilities and development insti-
tutions is non-financial support (98% of enter-
prises surveyed) (Fig. 2).

According to the results of the survey, the
following are of great importance for the devel-
opment of production of high-tech non-defence
products of the MIC enterprises: the promotion
of innovative products in national markets, as
well as the stimulation of demand for innova-
tive products and services (Fig. 3).

Thus, the results of the survey allow us to
confirm the lack of existing support measures
for the MIC enterprises, as subjects of a large
high-tech business. When the MIC enterprises
turned to innovation infrastructure facilities
and development institutions for non-financial
support, they received a 97% negative result
(Fig. 4), which confirms the need to expand
the possibilities of using the existing types of
support for innovation infrastructure facilities
and development institutions of the MIC enter-
prises as subjects of a large high-tech business.

The survey also made it possible to rank
the objects of innovative infrastructure and de-
velopment institutions in terms of the demand
for their services by the MIC enterprises. Prior-
ities are given to issues of commercialization,
certification, licensing, export of manufactured
high-tech non-defence products, etc. (Fig. 5)
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Fig. 1. Possible additional increase in the share of non-defence high-technology products
in total production by 2025, % of enterprises surveyed
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Financial support;
2%

/_

Non-financial
support; 98 %

Fig. 2. The importance of types of support for the MIC enterprises, % of enterprises surveyed

Support for innovative projects in the
early stages of their implementation

Export support

Embedding companies in value chains

Assistance in promotion of innovative
products, services in the domestic
(national) market

Assistance in promotion of innovative
products and services in international
markets

Stimulating demand for innovative
products and services

Fig. 3. The importance of types of non-financial support for innovative infrastructure
and development institutions for the MIC enterprises.
Note: significance from 1 to 3, where 1 is low; 2 - average; 3 - high

The survey also revealed that the MIC en-
terprises, in the framework of the production
of high-tech non-defence products, attach great
importance to expanding cooperation in cer-
tain types of high-tech products and services
with industry development institutions, inno-
vative entities and innovative enterprises of re-
lated types of economic activity not included in
the existing regional innovation infrastructure
(Fig. 6).

The difficulty in expanding the cooperation
between the MIC enterprises and various sub-
jects of innovative activity is caused by the in-
accessibility for the MIC enterprises as subjects

of a large high-tech business, most of the finan-
cial and non-financial support measures provid-
ed by development institutions and innovative
infrastructure subjects due to the predominant
orientation of their activities towards supporting
small and medium-sized enterprises.

A survey of regional subjects of innova-
tion infrastructure, development institutions
and other subjects of innovative activity con-
firms their predominant focus on supporting
small and medium-sized enterprises.

At the same time, according to estimates
of the surveyed subjects of innovation infra-
structure, development institutions and other
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Fig. 4. The results of the appeal of the MIC enterprises to the subjects of innovation infrastructure
and development institutions for support, % of enterprises surveyed
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Fig. 5. Ranking of innovation infrastructure facilities by significance for the MIC enterprises.
Note: significance is from 1 to 10, where 1 is the most important, 10 is the least important subject
of innovation infrastructure

subjects of innovative activity, including enti-
ties supporting the infrastructure of small and
medium-sized enterprises, by 2025 the share of
innovative products in the total gross regional
product may increase to 20-35% (Fig. 7) due to
the build-up of high-tech non-defence products
by the MIC enterprises.

Herewith, subjects of small and medi-
um-sized innovative entrepreneurship also

confirm the possibility of developing their
cooperation with the MIC enterprises in the
framework of the production of certain types
of high-tech non-defence products and services
(Fig. 8) (75% of the respondents).

Conclusion / Results

Thus, the solution of the task set by the
Government of the Russian Federation to in-
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Fig. 6. The importance of expanding the cooperation of the MIC enterprises with subjects
of innovative activity, % of enterprises surveyed
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Fig. 7. Additional increase in the share of innovative products in the total gross regional product
by 2025 due to innovations in large business (including the MIC enterprises), %.
Note: Infrastructure entities supporting small and medium-sized enterprises answered “it is hard to say”
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Fig. 8. The possibility of developing cooperation between small and medium-sized enterprises
with the MIC enterprises in the framework of the production
of high-tech non-defence products, services, % of enterprises surveyed
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crease the share of high-tech non-defence prod-
ucts of the MIC enterprises is of great impor-
tance for the development of the economy of
the regions where these enterprises are located.
The results of the survey indicate that there is
a significant growth potential for the share of
high-tech non-defence products of the MIC en-
terprises (as large business entities) in the total
gross regional product.

Increasing the production of high-tech
non-defence products of the MIC enterprises
determines the need to involve in the imple-
mentation of innovative projects related to the
production of these products, both subjects
of innovative activity in the region, primari-
ly innovation infrastructure facilities, and the
innovative potential of the MIC enterprises in
order to realize the full innovation cycle of pro-
duction of the high-tech non-defence products,
which, of course, leads to the need to build in-
teraction of subjects of the regional innovation
system with enterprises of the defence indus-
try and infrastructure projects of national and
international levels in the implementation of
some innovative projects of high-tech non-de-
fence products.

The need to implement the full inno-
vation cycle of the production of high-tech
non-defence products increases the role of
the regional innovation infrastructure in
solving the problem, as a determining factor
in the development of production of high-
tech non-defence products, and allows us to
formulate requirements for the formation of
the innovative infrastructure in the region,
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Introduction

Despite the economic stagnation, the
ecological situation in the Russian Federation
remains rather dramatic. As far as the pro-
tection of the natural water and atmospheric
resources is concerned, there is some posi-
tive dynamics (according to Rosstat (Russian
Statistics Committee), the annual discharge
of contaminated sewage waters fell by 26%
and discharge of air pollutants dropped by
10% over the period from 2005 to 2018). This
is attributed to the crisis-related phenomena
in the economy and some legislative restric-
tions. At the same time, current waste man-
agement has brought the ecological situation
to a critical level. According to the Russian
Public Report on Environmental Protec-
tion for 2018, by the end of 2017, the total
amount of accumulated and registered pro-
duction and consumption waste in the coun-
try reached about 31.5 billion tons, and 40.7
billion tons (29% more) by the end of 2018.
The volume of waste generation is growing
year after year. In 2017, it was 6220.6 while
in 2018 it counted 7266.1 million tons (17%
more, see Fig.1). Waste is one of the reasons

same as that of some developed countries in
the early nineties. The average level of waste
processing in the world is 85-90%, while in
the RF it is still below 60%. The level of the
municipal solid waste (MSW) processing is
even worse. According to Rosstat, the share
that goes to processing (waste processing and
waste-burning enterprises) does not exceed
10%, whereas in the developed countries it
reaches 90%. In the RF, over 90% of MSW
is buried.

Problem statement. The waste manage-
ment reform appears to have started with the
adoption of the Federal Law No. 458-FZ of
29.12.2014 “On amendments to the Federal
Law No. 89-FZ of 24.06.98 ‘About produc-
tion and consumption waste’ and some leg-
islative acts”. However, many articles of the
Law have not been properly formulated or
specified, which in turn required a new law,
FZ of 31.12.2017 No. 503-FZ “On amend-
ments to the Federal Law ‘About produc-
tion and consumption waste’”. In September
2019, the Ministry of Natural Resources and
Environment of the Russian Federation pub-
lished a draft federal law “On amendments to

10 N o a 39 . 39 . 3.9 & 21 Y P PUEPS P o———o—973
4 4 4 & % o3¢ 52— L 2 L 4
0 35— T T T T T T T T T T |
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—&— Total generated waste

—&— Accumulated by the end of year

Fig. 1. Dynamics of generation and accumulation
of production and consumption waste (bln tons).
The source: based on Rosstat data

why natural biochemical cycles are breaking
down. The wastes occupy vast territories for
storage, produce dangerous toxic elements
and dust, and discharge pollutants into the
atmosphere, soil, into the ground and un-
derground waters. Regulating these flows is
vital to protect the human habitat. The ac-
tual waste disposal situation in Russia is the

the Federal Law ‘About production and con-
sumption waste’”.

Besides the principal waste management
laws, the legislation has recently adopted sev-
eral important program documents. In 2018,
the Strategy to develop industrial processing,
utilization and decontamination of production

and consumption waste was approved for the
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period till 2030'. The Strategy is planned to
be implemented in two stages: the first last-
ing from 2018 to 2021 and the second, from
2022 to 2030. The first stage includes such
measures as laying down the required techno-
logical and industrial capacity, comprehensive
spatial development and design of the location
of the enterprises for processing, utilization
and decontamination of waste, establishing
an equipment certification centre and en-
forcement of the regulatory norms. The same
stage envisages implementing pilot projects of
industrial technical facilities for the process-
ing, utilization and decontamination of waste,
multi-functional complexes for industrial de-
contamination and regional eco-techno-parks.
The second stage starting in 2022 includes the
operation of Russian scientific, technological
and industrial infrastructure incorporating
hi-tech equipment and machinery for process-
ing, utilization, decontamination of waste and
manufacture of products out of salvaged raw
materials.

However, besides the successful scenar-
io of Strategy implementation (the Innovative
scenario), the document leaves a margin for a
possible Conservative scenario (preservation
of the current trends, factors, parameters and
conditions of environmental protection, opera-
tion of the existing industrial basis for process-
ing, utilization and decontamination of waste
without infrastructure development). This as-
pect appears rather strange, as it implies that
the Strategy developers assume its possible
failure from the very beginning.

Among the principal goals of the Innova-
tive scenario, we see the following: to raise the
share of the utilized and decontaminated waste
in the total volume of generated waste from
59.6% in 2016 to 86% in 2030; to raise the share
of MSW sent in processing in the total volume
of generated waste from 8.9% in 2016 to 80%
in 2030; to reduce waste generation by 3.7% in
2030 versus 2016.

' Strategiia razvitiia promyshlennosti po obrabotke, utili-
zatsii i obezvrezhivaniiu otkhodov proizvodstva i potrebleniia
na period do 2030 g. [The Industry Development Strategy for
Treatment, Recycling and Disposal of Production and Con-
sumption Waste] (2018). Available at: http://static.government.
ru/media/files/'y8PMkQGZLfbY 7jhn6QMruaKoferAowzJ.pdf
(accessed 5 February 2020).

The authors set themselves the task of
modelling the results of Strategy targets imple-
mentation with the help of the forecast of the
environmental and economic development of
the Russian Federation until 2030.

Methods

By the present moment, environmental
protection has accumulated a certain practice
of applied forecast modelling. It has been prov-
en that the most suitable method for describing
the environmental protection processes is the
input-output tables representing reproduction
of natural resources, laying out the input and
output values. In the 1960-s, U. Ayres, A. Knees
and H. Daly, the first authors of the mathemat-
ical models describing the relations between
ecology and economy, faced the impossibility
of implementing such models in practice due
to the lack of necessary information (Ayres,
Knees, 1969; Daly, 1968). The problem was
partially resolved by W. Isard, who tried to find
a solution for a similar model and made a sig-
nificant contribution into its database structure
in 1972 (Isard, 1972).

In the years 1970-1973, the father of
more sophisticated models of this class, V.
Leontief, built an input-output model better
suited for practical implementation, with due
regard to the environmental protection sector
(Leontief, Ford, 1972). The model is based
on the recognition of the possibility and ne-
cessity to include waste treatment measures
(anti-pollution facilities) in the input-out-
put structure. The later works of V. Leontief
present more general input-output tables that
include processes of treatment of polluting
substances as well as the use of the primary
natural resources and utilized pollutants by
the end consumers.

Leontief-type modelling schemes are
widely used by numerous economists in fore-
casting economic development of countries
with due regard to pollution of the environ-
ment. Some dynamic input-output models that
included environmental protection costs were
presented in the works by J. Tsukui and Y. Mu-
rakany (Tsukui, Murakany, 1977), based on
the regional and national input-outputs of NO_,
SO _and solid waste values. There are examples
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of some recent researches in the same sphere
(Nansai et al., 2009; Bouwmeester et al., 2010;
Marin, 2010). However, the above models are
often theoretical and focus on the ecological
problems of particular regions. Other than that,
little attention is paid to input-output methods
when describing problems of generation and
accumulation of production and consumption
waste.

To carry out our research, we used a dy-
namic input-output model (DIOM) with an
ecological block, developed by the Institute of
Economics and Industrial Engineering of SB
RAS. The proposed approach is distinguished
with the capacity of forecasting volumes of
generation, elimination and distribution in the
environment of all types of pollutants including
production and consumption waste. Besides,
the model is adapted to real statistical data pro-
vided by Rosstat. A detailed description of the
model is put forward in (Gil’'mundinov et al.,
2011). The forecast calculations for DIOM were
based on the following principal hypotheses of
the RF economic development over the period
till 2030: high oil prices (around $70 per barrel
of Brent), low exchange rate volatility, growing
monetary policy efficiency (lower interest rate),
successful import replacement policy, low in-
flation rate (about 5% p.a.), growing labour pro-
ductivity. All of these assumptions will ensure
the average annual GDP growth rate over the
forecast period at the level of 3-4%.

Results

Calculations within the ecological block
of the DIOM demonstrated that raising the
share of used and decontaminated waste to

86% by 2030 (under the Innovative scenario of
the Strategy) allows reduction of accumulated
waste growth rate by the end of the year by over
six times (from 6.8% in 2018 to 1.1% in 2030,
and 5.3% in 2030 under the Conservative sce-
nario). Thus, according to the calculations, the
overall volume of accumulated production and
consumption waste will not decrease (as could
be expected by 2030 after implementation of
the Strategy), but the growth rate will be lower.
The results of the forecast calculations are rep-
resented in Fig. 2.

Discussion

The authors do not consider the Innova-
tive scenario truly innovative (the volume of
accumulated waste will continue growing,
though at a slower pace). The current state of
legislation is not favourable employing such
a scenario, requiring working mechanisms
for reducing the waste generation capacity of
manufacturing processes and increased waste
utilization.

Notwithstanding a considerably improved
conceptual framework, restructured federal, re-
gional and local waste management authorities,
corrected waste management requirements and
some other measures, there are many “blank
spots” appearing in the ecological legislation.
Current legislation still has some flaws con-
cerning waste management, and there are some
worth pointing out.

1) We see that the legislative acts that do
not contain any specific mechanisms of the ful-
filment of the set tasks remain unfeasible.

According to the Federal Law No. 458-FZ
0f 29.12.2014, all constituent entities of the RF
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Fig. 2. Forecast dynamics of the waste accumulation annual growth, million tons.
Source: forecast calculation results
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were required to adopt a territorial waste man-
agement scheme, to identify regional waste
management operators and to approve the rel-
evant tariffs for the services of such regional
operators by the beginning of 2017. Accumula-
tion, transportation, processing, decontamina-
tion, burial in the territory of a constituent en-
tity of the RF had to be assured by the regional
operators under the regional waste manage-
ment program and the territorial scheme. The
regional operator needed to sign an agreement
with the municipal authorities. In their turn, the
solid waste owners had to conclude an MSW
management agreement with the regional op-
erator whose territory comprises the municipal
solid waste and the places for the accumulation
of such.

So, that was the suggested transparent
arrangement of MSW management. However,
due to some complications that sprang up at
the regional level, the date of transition to the
new formula shifted to 1 January 2019, while
the conditions for conclusion of agreements
with de facto operators were seriously mod-
ified. This allowed granting the regional op-
erator status to other entities without tenders,
therefore creating ample opportunities for
public servants to misuse their powers. Regis-
tration of uncertified dumps without due con-
trol as well as the use of such by the regional
operators was also permitted. These circum-
stances froze the construction of new waste
treatment facilities, undermining the invest-
ment attractiveness of the industry. Corpora-
tions got the right to refuse to make contracts
with a regional operator if they had a waste
storage site of their own.

The proposed arrangements are dangerous
because of the monopoly position of the re-
gional operators they may objectively acquire,
as such selection eliminates any competition
in the MSW handling. One may thus expect
considerable risks for independent companies
dealing with sorting and advanced processing
of waste. This is likely to undermine the incen-
tives for more efficient processing and burial of
MSW, as the costs may be transferred direct-
ly to the end consumers. As everyone knows,
since the 1% of January 2019, removal and pro-
cessing of the household wastes has become

a separate public service item included in the
housing and utility services list, which caused
the rise in the waste removal fees.

There are also no mechanisms to en-
courage the regional operators to observe the
decree of the RF Government No. 1589-r of
25.07.2017, which approves the list of pro-
duction and consumption waste types con-
taining useful components and prohibited to
bury. Prohibition of burials is introduced in
stages for the years 2018-2021. Compliance
with the Decree requires transiting to sepa-
rate waste collection which is expected only
in 2024, and which, in its turn, requires large
investments into equipment, as education and
enlightenment measures alone would not be
sufficient.

As could be expected, most regions are
developing the advanced MSW processing and
ecological responsibility slowly, as it requires
evaluation of the potential and prospects of
development with due regard to the ongoing
changes and the regional specificity.

By the end of the first quarter of 2018, only
18 regional entities selected 32 regional opera-
tors, which started actual operation in five re-
gions only (Babich, 2018: 25). By the beginning
of 2019, waste management programs were
adopted in 60 regions and territorial schemes
were approved in all constituent entities of the
RF, but this is not that simple. Thus, in Septem-
ber 2018, the Supreme Court of the Republic of
Tatarstan sustained a claim of environmental-
ists against the adopted territorial scheme. The
decision of the Supreme Court overturned the
key parts of the document, such as norms of
accumulation, flows and conditions of separate
MSW collection, location and development of
the waste treatment infrastructure (waste burn-
er construction and bottom ash waste range
arrangement). Without the above-mentioned
parts, the territorial scheme cannot normally
function and shall be recognized as non-opera-
tional. This is a situation when the Republic ap-
pointed the regional operators but they cannot
commence their operation due to the invalidi-
ty of the territorial scheme. Similar problems
occurred in other regions, such as the Trans-
baikal Territory, the Krasnoyarsk Territory,
the Republic of Buryatia, and the Novosibirsk
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Oblast®. As the regions are poorly prepared for
the reform, the deadline for its launch is said to
be delayed in several constituent entities that
have not managed to complete the preparato-
ry actions; the deadline is put off to January
1, 2020, and to January 1, 2022, for the federal
cities.

2) The size of NIE payments for waste does
not cover the waste disposal costs and does not
stimulate recycling. According to the current
legislation, the payment needs to be done by
companies or individuals that produce waste in
the course of their economic or other kinds of
operation except for municipal solid waste. The
municipal solid waste payments are done by
the regional operators responsible for dispos-
al. However, this was like this from the start:
in 2016-2018 there was a confusion whether it
is the enterprise or the regional operator that
effects the payment, as the laws contradict
each other. Finally, in 2018 the NIE payment
for 2016 and 2017 was cancelled (Fil’chenkova,
Azueva 2018: 14). Today, those “rushed” envi-
ronment taxes (since 2019 NIE payments are
considered as taxes) for those years are being
criticized for being subject to either repayment
or recalculation. Such legislative behaviour
does not encourage any responsible attitude to-
wards NIE payments as a serious fiscal policy
tool that should not be ignored and delayed.

The NIE payment bears a compensatory
character, though their size casts doubt as to
its adequacy. In particular, those payments can
hardly cover reclamation of the lands used as
landfills. In 2018, the basic payment rates did
not rise despite the annual inflation of 4%. In
2019, the rates established for 2018 with an
insignificant adjustment for 1.04% were used,
although a higher inflation rate was expected.

2 Chernykh, K. (2016). 120 milliardov v musor [120 Bil-
lion Going Into Waste]. In Kontinent Sibir’ [Siberia Con-
tinent], 9 September 2016, available at: https://ksonline.
ru/238495/120-milliardov-v-musor/

Viktorov, V. (2018). Zarastiom musorom? [About to Get In-
undated with Rubbish?]. In Argumenty i fakty [The Arguments
and Facts], 22 May 2018, available at: http://www.nsk.aif.ru/
society/zarastem musorom_pochemu_nevozmozhno razvi-
tie_musoropererabotki_v_sibiri

Vlasov, Ia. (2018). Musornaia reforma zabuksovala v Si-
biri [The Waste Management Reform Failing in Siberia]. In
Taiga.info, 18 December 2018, available at: https://tayga.
info/144190

Payments for the contamination hazard
class of wastes are close to zero. However,
these are mostly technogenic wastes of fuel and
energy companies that exert pressure on the
environment due to: alienation of land, disrup-
tion of natural biogeochemical cycles, emission
of dangerous and toxic substances into the air,
soil, ground and underground water. According
to experts, the negative impact of technogenic
wastes is apparent on the territory that exceeds
the waste storage space by 10—15 times. Com-
panies often seek to reclassify the I-IV hazard
class wastes into class V or to certify them as
raw materials to save on the NIE payments.
Such reclassification is an attractive solution,
as it resolves the problem of disposal of wastes
to the special sites: I-IV class wastes can only
be sold to a licensed organization while those
of V class can be sold to anybody (Al’geshki-
na, 2018: 61). However, the waste classification
criteria are not properly formulated. It is worth
pointing out that the legislation is contradictory
as to the definition of the waste hazard degree.
For example, according to clause 4.1 of the
Federal Law No. 89-FZ of 24 June 1998 “About
production and consumption waste”, wastes are
classified into five classes of hazard with the
5% (V) class presenting no danger to the envi-
ronment. But in the “Sanitary norms for deter-
mination of the hazard class of toxic produc-
tion and consumption waste” SP 2.1.7.1386-03,
there is another classification of wastes where
the last, 4" (IV) class being “not very hazard-
ous”. Thus, two classifications are relying on
different data used to appraise the same waste
based on different criteria.

3) The waste disposal licensing scope has
not been sufficiently clarified. Since the end of
2017, waste transportation has become a sep-
arate activity requiring no license (Alymova,
2018: 34). Companies are allowed to collect
wastes as well as to do processing, utilization,
and decontamination. An economic agent may
not do collection or collection with transporta-
tion only (Endeko, 2018: 6). Thus, the simul-
taneous collection and transportation of waste
(e.g. ‘green’ containers for the collection of sep-
arate waste transported by the vehicles of the
companies that installed them, or collection of
wastes in such public spaces as shopping cen-
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tres) has got banned. To evade this ban, such
type of activity as “accumulation” was made
up, though basically, it stands for collection, as
one must collect rubbish first to accumulate it,
but requires no license. In its turn, transporta-
tion license cancellation is doubtful. as waste
transport containers have to meet special re-
quirements to ensure safe transportation. On
the other hand, there are not enough arguments
for licensing some kinds of waste collection
(batteries, pulp paper).

Licensing requirements for stockpiling,
processing and sale of scrap iron and non-fer-
rous metal put considerable restrictions on
small businesses. To collect scrap metal, ac-
cording to the license requirements the com-
pany or the individual entrepreneur needs to
have a production site, scrap metal processing
equipment and a laboratory (not essential for
this type of activity). On the other hand, as we
have pointed out earlier, there are no licens-
ing requirements for handling V class wastes,
as generation and accumulation of such waste
may be damaging and not desirable.

4) There is a need to improve the mecha-
nisms for the ecological and utilization charges
collection. In January 2015, the ecological
charge part of the Federal Law “About pro-
duction and consumption waste” (of 24.06.98
No. 89) was amended (see Law No. 458 of
29.12.2014). The money collected as ecological
and utilization charges are deposited to the fed-
eral budget and then directed to the constituent
entities of the Russian Federation as subsidies.
Earlier, it was decided to provide the subsidies
in proportion to the size of the population; in
2019 this decision was cancelled, and the ap-
proach is still not clear. The state retains the
right to delay subsidies until the end of products’
lifecycle and often uses the money on current
expenses not related to waste management. As
a result, real subsidies get indefinitely delayed
and the municipal waste treatment enterprises
get no support, holding back the modernization
of the entire industry. So, the existing approach
to distribution and spending ecological charge
revenues does not help to resolve the problem of
waste collection and processing. It is necessary
to channel the money collected as ecological

charge directly to the companies and regional
operators, involved in the disposal of waste. It
might be done as compensation for every ton of
the collected recycled material.

The ecological charge fee should stimulate
the compensatory mechanism because the sep-
aration of recycling from the principal techno-
logical processes augments the cost of the re-
cycled material. The compensatory mechanism
must stimulate the manufacturing of products
that are simple to dispose of in the future. It is
necessary to stream subsidies to the investment
projects within the limits of the charge paid
for the products, the lifecycle of which has not
yet expired. The ecological charge is expected
to become an extra-budgetary fund so that its
rise would not only compensate the current ex-
penditures of regional operators and manufac-
turers but also enhance the recycling industry
development as a whole (Koroleva, 2016).

If the utilization charge is obligatory (the
charge paid by the vehicle manufacturer or, in
some cases, by the imported car owner), the
enterprise has no choice (whether to pay the
charge or utilize the waste as in case of trans-
portation charge). So, this charge is just an in-
strument of the protection policy that increases
the manufacturing costs. It is not a fiscal stim-
ulus tool for the recycling industry. We believe
that the utilization charge should follow the
same principle as the ecological charge.

Conclusion

To sum up, it should be explained that the
paper was intended only to point out the main
drawbacks in the existing waste management
mechanism. There are many more problems,
including adjustment of fees (increasing and
decreasing coefficients in addition to the eco-
logical tariffs and charges), limiting and stan-
dard-setting (standards of waste generation,
limits for their localization and disposal val-
ues), category setting (assignment of hazard
classes), etc. Thus, implementation of the Inno-
vative scenario of the Strategy for developing
the waste treatment, utilization and deactiva-
tion industry till 2030 requires effective mech-
anisms of reducing the wastes generated by the
production processes.
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Annoramus. Cutyanuss B OONAacTH OXpaHBl BOIHBIX H aTMOC(EPHBIX PECypcoB
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K YIy4IICHHIO, UMEoIasi MPOIUKINISCKAN XapakTep. Uero, K COXaICHHUIO, HENb3s
CKa3aTh O CHCTEME OOpallleHHs C OTXOZaMH IPOU3BOACTBA M TOTpeOmeHms. [laxe B
KPHU3HUCHBIE TIEPHOIBI 00BEMBI 00Pa3yIOMUXCs U HAKAIUTMBAEMBIX OTXOIOB MPOIOIKAIOT
pactu. B 2018 romy nepBbIit moka3arens yaBowics mo cpaBHeHuto ¢ 2005 rogom. Takum
o0pazoM, aKTyalbHOCTh IIpEeIMETa WCCICHOBAHUS OOBSCHICTCS HEOMarompusTHON
IKOJIOTHYECKOH oOcTanoBkoi B Poccum. llenpio paboTel sBiseTcst pa3paboTka
METOJOIOTHIECKUX IOAXOMOB K €€ aHajiu3y W IpOTHO3WpoBaHWIO. [locTaBieHHas
[eNTb TTO3BOJTIIIA COPMYITHPOBATH CIEAYIOMINE 3aJadd: M3YYUTh TEKYIIee COCTOSHUE
OKpyXaromel cpensl B cepe oOpamieHHs ¢ OTXOZaMH, pa3paboTaTh IPEIIOCHUIKH
UL TIPOTHO3HMPOBAHUS OOBEMOB OOpPA30BaHMsI M HAKOIUICHHUS OTXOAOB, OIICHUTH
SKOJIOTHUYECKYI0 Harpy3Ky Ha Ommkaiimee Oymymiee. HecMoTps Ha aKTHBHBIC YCHITHS
Mo pepOPMUPOBAHUIO CHCTEMBI OOpAICHHUS C OTXONAMH, MPEANPHHSATHIC HAYWHAs C
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MIPOTUBOPCUHBEIM, JINIMICHHBIM CTUMYJIHPYIOIINX IEPepabdoTKy OTXOIOB MEXaHHM3MOB.
OCHOBHBIEC HEZIOCTATKU MIPOUCXOAAIINX B TaHHOU chepe peopM pacCMOTPEHEI B CTaThE.

KioueBble ¢j10Ba: TPOM3BOICTBO M HAKOIUICHHUE OTXO/IOB MPOU3BOACTBA U MOTPEOICHUS,
TBEPAbIC KOMMYHAJIbHBIC OTXOAbI, PCUUKIIMHI, YTUJINU3AllUA U 0663Bpe)KI/IBaHI/Ie OTXO0O0B,
MPUPOFOOXPAHHOE 3aKOHOIATENBCTBO.

Pabora BbmonHena mno maany HHUP MOOIIIT CO PAH, mpoexr XI.170.1.1.
«/IlHHOBAaLIMOHHbIE W  OJKOJOTMYECKHE aCMEeKThl CTPYKTYpHOH TpaHchopMmanun
POCCHUICKON 3KOHOMUKHM B YCJIOBHUSX HOBOH T€ONOJUTHYECKON peadbHOCTH», Ne
AAAA-A17-117022250127-8.

Hayunas cniermansaocTh: 08.00.05 — s5KOHOMUKA ¥ YIIpaBICHHE HAPOIHBIM XO3SHCTBOM
(9KOHOMHKA PUPOJOTIONE30BAHUS).



Journal of Siberian Federal University. Humanities & Social Sciences
2020 13(4): 496-506

DOI: 10.17516/1997-1370-0584
VIIK 504.03

Department for ecological economics

Institute of Natural Resources, Ecology and Cryology SB RAS
Chita, Russian Federation

Transbaikal State University

Chita, Russian Federation

Received 12.11.2019, received in revised form 11.03.2020, accepted 10.04.2020

Abstract. The purpose of this work is to quantify the effectiveness of the environmental
institutions in Russia from the perspective of the concepts of green economy and green
growth. For these purposes we used the indicators of the environmental and economic
dynamics, which can be considered as characteristics of the quality of growth from an
environmental point of view: eco-intensity, representing direct quantitative characteristics
ofresource use or negative impact per unit of economic result, and decoupling coefficients.
The authors adhere to the approach to the quantitative assessment of green growth,
proposed by P. Victor in 2014. The proposed tools allow analyzing environmental and
economic trends for individual regions, industries and types of negative anthropogenic
impact. Based on the calculation results, it can be concluded that Russian environmental
institutions are not a sufficiently fine instrument of regulation, as they do not fully take into
account the regional characteristics and, in general, do not create sufficient incentives for
greening the economy. The results of the work can be used both in theoretical studies of
ecological and economic dynamics for individual countries and regions, and in practical
development of programs for the development of territories.

Keywords: eco-intensity, decoupling, environmental and economic trends.

The work was carried out within the framework of the basic research program of the
Siberian Branch of Russian Academy of Sciences (XI1.174.1).

Research area: economics and national economy.

Citation: Glazyrina, I.P., Zabelina, [.A. (2020). Jevons’ paradox: do Russian environmental institutions
contribute to green growth? J. Sib. Fed. Univ. Humanit. Soc. Sci., 13(4), 496-506. DOI: 10.17516/1997-
1370-0584.

© Siberian Federal University. All rights reserved
* Corresponding author E-mail address: iglazyrina@bk.ru
ORCID: 0000-0001-6774-9284 (Glazyrina); 0000-0003-4464-2593 (Zabelina)

- 496 -



Irina P. Glazyrina and Irina A. Zabelina.Jevons’ Paradox Revisited: Do Russian Environmental Institutions Contribute...

Introduction:
theoretical framework
and statement of the problem

Most studies investigating the resource
economy in the last three decades are inextri-
cably linked with the issues of environmental
protection, both in theoretical research and in
practical developments. Due to the fact that
the consequences of negative anthropogenic
impact (despite its initially local nature) are
becoming increasingly important for large ar-
eas, the issue of environmental modernization
arises not only for individual industries, but
also for socio-ecological and economic sys-
tems, which state environmental institutions
are called upon to solve.

Tools for “systemic” modernization are al-
most always developed and introduced through
the efforts of states. They can be varied to a
greater or lesser extent. In the European Union,
the set of these tools is quite broad: not only
environmental taxes and fees, but also rules
for the use of natural resources (including land
use, subsoil use, water use, forest use, etc.), as
well as support of the development and imple-
mentation of new environmentally friendly
technologies (Baker, 2000). The same mea-
sures are also used in Russia for the greening
of production facilities. However, both in the
West and in Russia, they do not always produce
the desired results, and this largely depends on
the quality of state environmental institutions
and the existing institutional environment.

Environmental measures of state regu-
lation are almost always aimed at stimulating
environmental modernization of production
facilities, while the target is more efficient use
of natural resources. This means getting bet-
ter economic results with using less natural
resources and causing less damage to the en-
vironment in each specific case of production
of goods and services. But does “individual
technological modernization” always mean
ecological modernization of socio-ecological
and economic systems as a whole?

This is called into question by the effect
noted in some studies (Alcott, 2005; Hovar-
das, 2016; etc.), similar to that described in
the famous “Jevons paradox” during the in-

dustrial revolution. Jevons (Jevons, 1905)
noted that although the initial motivation for
modernizing steam engines was to reduce the
consumption of coal, it nevertheless resulted
in the increase of coal consumption. More ef-
ficient use of coal in steam engines actually
increased the overall consumption of coal,
iron, and other resources. This, in turn, led
to significant negative environmental con-
sequences, which are well known. Similar
processes often occur when environmental
management measures create comparative
advantages for those industries that use re-
sources more efficiently and reduce their
negative impact on the environment. Theo-
retically, as a result of economic incentives
for technology development, the efficiency of
using natural resources increases and the per
unit demand of economic output decreases.
However, in practice an improvement in ef-
ficiency increases the commercial appeal of
the modernized sector (Warner, 2010; Wolfe,
2012) with the investment being directed
there and ultimately increasing the demand
for natural resources and the negative anthro-
pogenic impact on natural systems.

The term “green growth” in most works
refers to the path of development that leads
to the achievement of the goals of the green
economy and assumes an increase in the gross
domestic product. However, this definition
certainly requires the application of quantita-
tive “diagnostic” tools, the use of which could
give an answer to the question: is the observed
growth really “green”? The conceptual scheme
was proposed in P. Victor’s work (Victor, 2015).
He used one of the well-known indicators of
eco-intensity: the amount of carbon emissions
per unit of gross domestic product (GDP), and
on this basis developed a rule that allows to
characterize the dynamics of development as
“green”, “brown” or “black” growth in relation
to the climatic effects caused by the econom-
ic activity, which can also be applied to the
characteristics of the economic degrowth. This
work was presented in a report at the Kenneth
Boulding’s award ceremony in 2014 in Reykja-
vik. His calculations showed that the economic
growth in Canada over the past decades can be
characterized mainly as “brown”.
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Victor’s model was used in the work of
(Shang et al., 2015) to assess the dynamics of
the Chinese economy, also in relation to carbon
emissions. The authors showed that for the pe-
riod from 1971 to 2010, the economic growth in
China was “black” or “brown”. Some improve-
ments have been observed since 2005.

The purpose of this work is to quantify the
effectiveness of the environmental institutions
in Russia from the perspective of the concepts
of “green” economy and “green” growth.

The methodology assumes the use of
characteristics of environmental and econom-
ic dynamics for these purposes, which can be
considered as growth quality indicators from
an environmental point of view (Glazyrina,
Faleychik, et al., 2005). The most common in-
dicators are eco-intensity, which provide direct
quantitative characteristics of resource use or
negative impact per unit of economic output.
(De Haan, 2004; Glazyrina et al., 2018; Zabeli-
na, Deluga, 2019a). These include widely used
indicators of GDP energy intensity (Bobylev et
al., 2010; Gulbrandsen et al., 2010). In the past
few years, researchers have been attracted to
an approach based on the assessment of de-
coupling — the divergence or mismatch of eco-
nomic growth rates, resource consumption and
negative environmental impact (Decoupling...,
2011; Nagvi, Zwickl, 2017, OECD..., 2002;
Shkiperova, 2014; Zabelina, 2019; Kudryavtse-
va, Yakovleva, 2019). This method is becoming
popular not only in scientific research, but also
in public environmental discourses related to
climate change.

Methods

The authors adhere to the approach to
quantifying “green growth” proposed by P.
Victor in (Victor, 2015). In accordance with this
approach, the positive value of the coefficient
of decoupling observed during the studied time
interval is a necessary but insufficient condi-
tion for the green growth. The authors pro-
posed a methodology for diagnosing “green”
growth, the idea of which also goes back to P.
Victor, and is described in detail in (Glazyrina,
Zabelina, 2016; Glazyrina, Zabelina, 2018).

To measure the effect of decoupling, the
following formula is used:

E
t/Yt
E )
O/YO

where £, and E, are the indicators that charac-
terize the negative impact on the environment
in the initial and current periods; Y, and Y, are
the indicators that characterize an economic re-
sult. The positive value of the indicator demon-
strates that the trends in economic and environ-
mental dynamics have opposite directions. If
the value of the coefficient of D, equals to zero
or is negative, then there is no decoupling ef-
fect. The positive value of the decoupling coef-
ficient is a necessary but insufficient condition
for the green growth. This may correspond to
the “brown” growth, that is, a situation where
the efficiency of resource use increases, and at
the same time the total volume of their use in-
creases as well. That is, we are talking about an
effect similar to the “Jevons paradox”. This is
associated with a certain pessimism in assess-
ing the prospects for economic growth per se
and discussing the concept of the inevitability
of degrowth in the scientific literature (O’Con-
nor, 1994; Victor, 2015). However, the emer-
gence and further sustainable manifestation of
the decoupling effect indicates that a step has
been taken towards a positive dynamic in the
development of ecological and economic sys-
tems.

The gross regional product was used as an
economic indicator in this work. The indicators
are presented in 2009 prices and adjusted to
take into account the cost of a fixed set of goods
and services, which may differ significantly in
different regions. The approach proposed in
(Mel'nikov, 2005) was used for the correction,
which was also used for this class of problems
in (Zabelina, Deluga, 2019b).

D,=1-

Results and discussion

The most common tool of state regula-
tion to encourage the greening of production
processes is the introduction of payments for
negative environmental impact. However,
this tool does not always yield unambiguous-
ly positive results. In a number of countries,
environmental taxes become a “drop in the
ocean” and have little impact on the environ-
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mental processes. In other cases, we can say
that this is the drop that “sharpens the stone”.
Russia is a large country with a high degree
of diversity of natural and socio-economic
conditions. However, the main instruments
of environmental regulation and correspond-
ing institutions for all regions are formed at
the Federal level. We believe that quantitative
indicators of environmental and economic
dynamics can serve as characteristics of the
effectiveness of these institutions for different
conditions and territories. They can also iden-
tify industries and sectors that are the main
sources of disadvantage, and identify activi-
ties where institutions “work” with a high or
low degree of efficiency. As an example, we
report the calculations results of the coeffi-
cients of decoupling for the energy sector. In
Table 1 data is presented for the Russian Far
East regions for two categories: when the eco-
nomic result is selected as (A) the contribution
to GRP, and (B) the physical volume of energy
produced. We can see that the trends do not al-
ways coincide. In the Irkutsk region within the
2009-2016 period, the decoupling coefficient
is positive, while calculations of natural indi-
cators give a negative value. This means that

the contribution of GRP (and, accordingly, the
decoupling coefficient) has increased more
due to the growth of cost components, rath-
er than physical energy production. A similar
situation is observed in some other regions.
Obviously, in this case, it is more appropriate
to use calculations in natural quantities.

The spatial distribution of the decou-
pling coefficient values for total air emissions
and GRP for the entire country is shown in
Fig. 1. Despite the fact that air emissions from
stationary sources are one of the most “con-
trolled” processes of the negative impact on
the environment, we see that the dynamics of
environmental and economic processes in this
context is very heterogeneous. Institutions for
paid environmental impacts, including stan-
dards for payments for emissions of pollutants,
are established at the federal level. As a result,
28% of regions for the 2009-2017 period have
a negative decoupling coefficient for this type
of impact. This shows that the format of en-
vironmental institutions in this case does not
take into account the heterogeneity of the nat-
ural and socio-economic conditions of a large
country. This is due to large spatial differences
in their effectiveness.

Table 1. The decoupling coefficient (Dt) for the economic activity
“Electricity, gas and water production and supply”: air emissions from stationary sources

(A) Contribution of the en- (B) Volume of production of
Region ergy industry to the GRP electric and thermal energy
2009-2012 | 2012-2016 | 2009-2016 | 2009-2012 | 2012-2016 | 2009-2016

Amur Region -0.31 0.17 -0.09 -0.20 -0.001 -0.20
Jewish Autonomous Region 0.09 0.29 0.35 0.05 0.15 0.19
Trans-Baikal Territory -0.03 0.37 0.35 0.08 0.19 0.25
Irkutsk Region -0.11 0.26 0.18 -0.29 0.09 -0.18
Kamchatka Territory 0.33 -0.03 0.32 0.03
Magadan Region 0.08 -0.12 -0.04 0.04 0.02 0.06
Primorye Territory 0.11 0.13 0.23 0.21 0.27 0.42
Republic of Buryatia 0.12 0.21 0.30 0.05 0.20 0.24
Republic of Sakha (Yakutia) 0.20 0.27 0.42 0.12 0.15 0.25
Sakhalin Region 0.14 0.44 0.52 0.33 0.43 0.62
Khabarovsk Territory 0.09 0.09 0.17 0.12 0.07 0.18
Chukotka Autonomous Area 0.04 0.28 0.31 0.10 -0.29 -0.16
Russian Federation as a whole 0.06 0.14 0.19 0.02 0.14 0.15

Source: calculated by the authors using the official data from the Federal State Statistics Service.
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Fig. 1. The decoupling coefficient (D) in Russia’s regions:
air emissions from stationary sources, 2009 and 2017
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Fig. 2. Spatial distribution of the “color” of growth in the Russian regions during
the 2009-2017 period by the ratio of the total emissions from stationary sources and GRP

As already noted, a positive value of the
coefficient of decoupling does not guarantee
the availability of “green” growth. Just like the
decoupling effect, the “color” of growth is de-
termined for a specific territory and for a fixed
period of time (Glazyrina, Zabelina, 2018). Fig-

ure 2 shows that, brown growth is diagnosed
for the 2009-2017 period in 20 regions with
positive decoupling. This means that despite
the decrease in eco-intensity, the total number
of emissions has increased. The number of re-
gions with brown and black growth (in relation

-500 -



Irina P. Glazyrina and Irina A. Zabelina.Jevons’ Paradox Revisited: Do Russian Environmental Institutions Contribute...

to the total emissions into the atmosphere) is
49% — and there are such territories in the East
and West of the country. It is worth paying at-
tention to the fact that in some regions, where
oil and gas resources are traditionally extracted
(and a significant part of revenues to the Feder-
al budget of the Khanty-Mansiysk and Nenets
Autonomous Areas is formed), the changes for
2009-2017 are characterized as absolute green
degrowth. This means that both the total air
emissions and the emissions per unit of GRP
are reduced. This effect is due to the fact that
the GRP values are adjusted to take into ac-
count the level of consumer prices, which in
these regions is (talking about “the level”) con-
sistently higher compared to other territories.
The proposed tools can be used both for
individual sectors and for specific types of im-
pact. Figure 3 shows the spatial distribution
of the decoupling effect in relation to the SO,
emissions. According to the Russian regula-
tions, this substance belongs to the class III
hazard and has a negative impact on the human
cardiovascular system (Tian, 2014). Therefore,
there are an increased payment for its emis-
sions. However, in 10 (13%) regions the neg-
ative value of the coefficient of decoupling has
been identified. This means that the total SO,

emissions have increased in these regions, de-
spite the government regulation.

Figure 4 shows that the number of envi-
ronmentally disadvantaged areas is even great-
er in terms of trends towards a green economy:
in 7 (9%) of the regions we see black growth, in
10 (13%) — brown growth, and in 3 (4%) — black
degrowth.

Calculations show that the coefficient of
decoupling can be positive for some pollut-
ing substances and negative for others. This is
also true for the “color” of economic growth.
This is illustrated by the example in Table 2.
In the Krasnoyarsk Territory, there was a green
growth in solid particle emissions between
2009 and 2017, but there was a brown increase
in nitrogen oxide emissions and a black in-
crease in carbon monoxide emissions. At the
same time, in the Trans-Baikal Territory, there
is a green growth in all three types of impact.
These differences are related to the different
structure of the economy, industry, and en-
ergy supply. That is, in each case, problems
are “formed” at the regional and local levels.
At the same time, the main powers of regula-
tion, including the establishment of standards
for emissions to be concentrated at the federal
level. This impedes not only the “diagnosis”,

C>-0,90 - 0,00 > 0,01 - 0,30 @ 0,31 - 0,60 @» 0,61 - 0,99 ZZ no data_‘

Fig. 3. The decoupling coefficient (D) in Russia’s regions: sulphur dioxide emissions
from stationary sources, 2009 and 2017
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Fig. 4. Spatial distribution of the “color” of growth in the Russian regions during
the 2009-2017 period by the ratio of sulphur dioxide emissions and GRP

Table 2. Nitrogen and carbon emissions for Krasnoyarsk and Trans-Baikal Territories (2009-2017)

Krasnoyarsk Territory | Trans-Baikal Territory Russian Federation

The decoupling coefficient (D)

Solid emissions 0.30 0.21 0.38
Emissions of nitrogen oxides 0.06 0.11 0.09
Carbon monoxide emissions -0.55 0.10 0.25

“Color” of economic growth by the ratio of emissions from stationary sources and GRP

Solid emissions Green growth Green growth Green growth
Emissions of nitrogen oxides Brown growth Green growth Brown growth
Carbon monoxide emissions Black growth Green growth Green growth

Source: calculated by the authors using the official data from the Federal State Statistics Service.

but also the prevention of environmental viola-
tions, as well as the establishment of rules for a
rapid response to them.

Environmental institutions to a certain
extent focus on the reduction of eco-intensi-
ty and the formation of the decoupling effect.
Nevertheless even in this respect, their effec-
tiveness is low; the calculations show a signif-
icant number of regions that are experiencing
black growth and black degrowth. They are not
immune to the formation of “brown” trends in
the development of regional industry and the
emergence of new industries. If the previous

levels of pollution are maintained, even with a
relatively “gentle” anthropogenic impact, the
region will be doomed to “brown” growth with
each new project. To move to “green” growth
(or maintain the “green” development trend), a
parallel environmental modernization of exist-
ing production facilities is necessary. It allows
reducing the overall impact through the use of
new technologies, improving energy efficiency,
etc.

The “polluter pays” principle is imple-
mented in the Russian institutional environ-
ment in the form of payments for emissions of
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pollutants. In order to reduce unit costs, man-
ufacturers are upgrading to reduce eco-inten-
sity. However, under conditions of resource
abundance, this often leads to an increase in
the economic attractiveness of the natural re-
source sectors, and ultimately to an increase
in the negative impact on the environment.
One of the most systematic studies of this
issue presented in the paper (Tagaeva, 2011)
shows that it is more profitable for most en-
terprises to transfer payments for pollution
than to carry out environmental protection
measures and environmental modernization
of their production chains. In the system of
economic regulation of environmental activ-
ities, payments for pollutant emissions do not
properly take into account changes in price
proportions under the conditions of inflation.
The indexation rates for pollution charges for
many years have not corresponded to the actu-
al inflation rate, and were significantly lower.
Calculations have shown that the existing pay-
ment standards are underestimated, especially
in the Siberian Federal district (5-7 times), in
the Ural Federal district (9-11 times, in the Far
Eastern Federal district (10-12 times). Pay-
ments for negative environmental impacts are
at best one-hundredth of a percent in the cost
price and one-tenth of a percent of the enter-
prises’ profit.

Having played a positive role in the first
years after its formation, this institution has
now largely lost the regulatory function for
which it had been created. In (Glazyrina et al,
2017), it is shown that in the segment of sub-
surface use associated with the extraction of
placer gold, this function is almost completely
lost. As for the compensation function, that is,
the role of this tool for collecting and accumu-
lating funds for environmental purposes, it was
significantly reduced after 2000, when changes
in budget legislation had led to the loss of the
intended (environmental) purpose of these fi-
nancial resources.

For most types of pollutants, the level of
payments obviously does not correspond to the
actual damage caused by emissions and dis-
charges. Environmental payments reduce the
profitability of commodity companies, and the
examples of “environmental” lobbying support

the hypothesis that if the state is dominated by
institutions that promote rent-oriented behavior
among the economic agents, then significant fi-
nancial resources will be diverted and directed
to unproductive activities. The struggle for rent
in the raw materials industries is also manifest-
ed in the “suppression” of environmental laws,
and becomes a more profitable activity than the
development of environmentally friendly tech-
nologies.

Conclusion

The proposed tools allow analyzing en-
vironmental and economic trends for differ-
ent types of negative anthropogenic impact.
Based on the results of the calculations, it can
be concluded that Russian environmental insti-
tutions are not sufficiently fine instruments of
regulation, and do not fully take into account
the regional characteristics and, in general, do
not create sufficient incentives for greening the
economy.

The weakness and inflexibility of the re-
gional institutions is due to the current struc-
ture of distribution of rights and powers be-
tween the federal, regional and local levels of
government. There is already a certain con-
sensus in the scientific literature on the need
to strengthen the regional level of regulation of
environmental management processes. E. Os-
trom notes that for successful regulation of the
use of natural resources, it is extremely im-
portant to have operational and low-cost mech-
anisms for resolving emerging environmental
and economic conflicts (Ostrom, 2009), which
implies the presence of appropriate authorities
at the regional and municipal levels. In Russia,
the result of purposeful formation of the “ver-
tical of power” was the practical absence of
flexible and adaptive tools of state management
that take into account the regional specifics and
differences in the dynamics of socio-economic
processes. The Russian “budget trichotomy”
is becoming an increasingly noticeable barri-
er — the inability, except in special cases (under
the threat of “misuse”), to combine financial
resources at various levels to solve important
and obvious problems, as well as to combine
the resources of municipalities to solve com-
mon problems. Regional governments should

-503 -



Irina P. Glazyrina and Irina A. Zabelina. Jevons’ Paradox Revisited: Do Russian Environmental Institutions Contribute...

have real capacity and resources to prevent centives for priority areas in the economy, cre-
and promptly resolve environmental problems, ate industries with deep processing of natural
and to develop and implement long-term en-  resources, technological and environmental
vironmental programs and projects. It is very = modernization, set long-term goals and man-
important that they can initiate economic in- age their achievement.
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AnHoTauus. Lenpro nanHOW padoThI ABISETCS KOIMYeCTBEHHAs olleHKa 3P PEeKTUBHOCTH
IIPUPOJOOXPAaHHBIX HHCTUTYTOB B Poccuu ¢ mo3unuii KOHIENui «3e1eH0i» YdKOHOMUKH
U «3eleHoro» pocra. Jlig 9STHX Leled HUCIONb30BaIMCh I0KAa3aTeld dKOJIOro-
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Introduction

The use of the term “competitiveness” has
become widespread in the economic literature,
business communication and even public dis-
course. Capobianco-Uriarte et al. (2019) found
that the number of articles on competitiveness
published annually increased from 15 in 1983
to 146 in 2017. However, there is no universal
definition or coordinated estimation procedure
for competitiveness.

Durand and Giorno (1987) argued that
the ideal tool for measuring competitiveness
should meet three criteria: represent all goods
involved in competition, cover all the markets
and use internationally comparable data. But in
practice, the researcher often faces various con-
straints. Therefore, under different conditions,
the choice of evaluation approach depends
on the object of the study, the set of available
statistics and the purpose of the analysis. The
analysis of forest product competitiveness is no
exception within this framework.

Forestry is the kind of economic activity
that strongly affects Earth’s ecosystems. It is
closely connected with the different aspects of
hydrological cycle (Bartik et al., 2018), climate
change (Pyzhev, Vaganov, 2019; Chugunkova,
2019) and changes in fauna (Mezei et al., 2017,
Ivantsova et al., 2019). Therefore, the study of
forest sector competitiveness is an important
and relevant task.

There are many articles that address the
competitiveness of the forest sector. However,
a large part of them is devoted to identifying
factors of competitiveness and opportunities
to improve it. A direct empirical assessment
of forest sector competitiveness at the national
or regional level has received much less atten-
tion in the literature. This article presents an
attempt to summarize and analyze the studies
on forest sector competitiveness assessment.

Theoretical framework
of competitiveness

Initially, the concept of competitiveness
was associated primarily with the Porter’s theo-
ry of competitive advantages (Porter, 1990) and
was perceived by representatives of academia
with skepticism. For example, Krugman (1994)
actively opposed the transfer of this idea from

the firms to the national economies, calling the
“obsession with competitiveness” meaningless,
erroneous and dangerous. However, Cho and
Moon (2000) show that competitiveness theory
is rooted in classical trade theories. Therefore it
is necessary to discuss two main approaches to
competitiveness assessment: using methodolo-
gy of international trade theories and building
a multi-criteria model within the framework of
the Porter’s theory.

Trade theories
and comparative advantage

The starting point for the development of
trade theories was mercantilism. Mercantilists
studied the movement of money and goods be-
tween countries, encouraged government in-
tervention in international trade and supported
protectionism.

Smith in “The Wealth of Nations” (1776)
criticized mercantilism and supported the idea
of free trade. He claimed that if countries spe-
cialized in trade according to their natural ab-
solute advantages, all nations would benefit.
According to Smith, the country shall special-
ize in exporting goods in producing which it
spends less resource than other nations and has
to import products that are produced by other
countries at lower costs.

Ricardo (1917) developed this idea and ar-
gued that nations without absolute advantages
can also benefit from international trade if they
have a comparative advantage over other coun-
tries in producing certain products. It was the
concept of Ricardian comparative advantage
that laid the foundation for the development of
subsequent trade theories: The Heckscher-Oh-
lin model, New trade theory and “New” New
Trade Theory.

Classical trade theories were mainly crit-
icized for the need to expand the model by in-
creasing the number of factors of production. At
the beginning of the 20™ century, a two-factor
model was formulated by Heckscher and Ohlin
within the framework of neoclassical econom-
ic theory. According to the Heckscher-Ohlin
theorem, the country exports capital-intensive
goods if it has a relative abundance in capi-
tal or the labour-intensive products if it is la-
bour-abundant (Ohlin, 1933). In other words,
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different proportions of factors of production in
countries are the basis of comparative advan-
tage and cause the existence of international
trade.

However, the Heckscher-Ohlin model
could not explain several issues. For instance,
why developed economies with similar factor
proportions trade with each other (Volchko-
va, 2009). In addition, it performed poorly in
econometric studies. One of the most well-
known cases was Leontief paradox (1953).

To explain the contradictions accumulat-
ed by classical theories of international trade,
Krugman (1980) developed the New Trade
Theory using the toolkit of modelling monop-
olistic competition developed by Dixit and Sti-
glitz (1977). This theory is based on completely
different assumptions: heterogeneity of goods,
imperfect competition and increasing returns
to scale. According to the New Trade Theory,
the basis of comparative advantage is the mar-
ket size: supplying products to a large market
allows reducing production costs through econ-
omies of scale. Another important difference
from the Heckscher-Ohlin model is that New
Trade Theory focuses on competition among
firms, not nations.

In the early 2000s, Melitz (2003), Antras
and Helpman (2004) have formed a new direc-
tion in the study of international trade, called
the “New” New Theory of Trade. The main
idea is that the productivity of firms, as well
as the market size, are the main determinants
of the comparative advantages. Marginal costs
vary from company to company, and as a result
of increasing competition, many firms have to
leave the market, thus, only the most efficient
firms can successfully integrate into world
trade (Wagner, 2007).

Competitive advantage

Porter has integrated in his theory some
ideas from international trade theory and world
business practice (Porter, 1990). He believed
that national prosperity is not inherited, but
created. While comparative advantages based
on factors of production are stable, competitive
advantages are dynamic and based on innova-
tions and human capital development. At the
same time, a decisive role in increasing com-

petitiveness is played by productivity, which
depends on the efficiency of production, qual-
ity and other characteristics of manufactured
goods.

Based on a study of the reasons for compet-
itive success in ten leading trading countries,
Porter defines his Diamond Model of national
advantage consisting of four determinants:

1. Factor conditions. Porter shares the clas-
sic view of the influence of production factors
on competitive advantages. However, to en-
large the array of traditional factors (labour,
land, capital) he adds some new ones, which
are created, not inherited. They are adapted to
a specific industry and include, for instance,
the scientific and information potential of the
state, the state of transport and communica-
tion, the health care system and the provision
of housing.

2. Demand conditions, according to Por-
ter, play a huge role in improving product
competitiveness. In assessing the conditions
of domestic demand it is necessary to take into
account the characteristics of market capacity,
the dynamics of its development, consumer de-
mand, etc.

3. Presence of related and supporting in-
dustries is another crucial factor in developing
competitive advantage. For any company it
is extremely important to have the necessary
equipment, close ties with suppliers, commer-
cial and financial structures.

4. Strategy, structure and rivalry. High
competition in the domestic market increases
the chances of firms to successfully claim a
significant share in the world market (Porter,
1990).

Subsequent empirical studies have shown
that the Diamond model can be supplemented
by other factors, including multinational ac-
tivity and government. These ideas were de-
veloped as the Nine-Factor Model (Cho, 1994)
and the Generalized Double Diamond Model
(Moon et al., 1998).

Here there were considered the main the-
oretical approaches to defining and assessing
the competitiveness. The next section will
cover the world experience of empirical com-
petitiveness assessments as regards the forest
industry.
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Empirical competitiveness estimations
of forest industry

Dieter and Englert (2007) assessed the
level of competitiveness of the German timber
industry in the world market. This research is
devoted to the study of the main trends on the
world market of timber industry products in the
period 1993-2002. The authors classify all for-
est products into three groups according to the
processing level (raw wood, semi-finished and
finished wood products) and two sectors (wood
and paper). Using revealed comparative advan-
tage (RCA) indexes (Balassa, 1965; Aquino,
1999), they explored the nature of Germany’s
international specialization in wood products
trade and analyzed the dynamics of compet-
itiveness of 21 major exporters in the global
timber market. In addition, the Constant Mar-
ket Share analysis (Milana, 1988) was used to
explain export growth by four effects: world
growth, commodity-composition, market-dis-
tribution and competitiveness. This approach
allowed the authors to establish the positive
correlation between the export growth rate and
the country’s competitiveness level.

Daigneault et al. (2008) analyzed the com-
petitiveness of the US timber sector depending
on different exchange rate policies. They used
a dynamic global timber market model (Sedjo,
Lyon, 1990; Sohngen et al., 1999) that includes
optimal managing investments, timberland
area and age class distributions of forests. The
results show that the level of competitiveness
of the US forest industry is sensitive both to
domestic policies to maintain a relatively high
dollar exchange rate and the depreciation of
South American developing countries’ curren-
cies against the US dollar.

The analysis of global competitiveness
of Chinese furniture products is carried out
in the article by Han et al. (2009). The Grubel
and Lloyd index (1975), Balassa index and the
Trade Competitiveness Index (Greenaway,
Milner, 1993) were chosen as the main com-
petitiveness indicators for the study. The pur-
pose of the study was to assess the current level
of competitiveness of the Chinese furniture
industry. It was found that during the period
under review, from 1993 to 2007, China went
from comparative disadvantage to a relatively

high advantage in furniture trade, gaining a
strong position in the world markets for these
products. The competitiveness analysis has
shown that developed countries still have the
largest share in the world furniture market, but
over the period under review, they are gradual-
ly losing their competitiveness in favour of the
rapidly developing countries of Southeast Asia,
Eastern Europe and Latin America.

Koval¢ik (2011) explored profitability and
competitiveness of forest industry in 18 Euro-
pean countries. This study uses several indica-
tors of competitiveness such as: output of for-
estry, GDP of forestry, contribution of forestry
to GDP, gross value added, net value added and
entrepreneurial income. All of them measured
in two dimensions: per hectare of forest and per
employee. The results of the comparative anal-
ysis conducted for each of the indicators show
that competitiveness is strongly influenced by
the state of economy (developed economy or
economy in transition) and the type of region
according to the author’s classification. How-
ever, while indicators per employee calculated
for developed countries are 5-10 times higher
than for countries in transition, the difference
is lower per hectare, which can be explained by
the insufficient quality of statistical data used
for per capita indicators.

Karpuk (2011) conducted the study of
Ukrainian wood products concerning foreign
trade. The author analyzed the foreign trade
balance and used Grubel and Lloyd and Bal-
assa indices to assess the competitiveness of
forest products in Ukraine and compare the
volume of its foreign trade with major trading
partners, in particular, with the EU countries.
Besides, the author provides the results of the
the SWOT analysis of foreign economic activ-
ity of Ukrainian enterprises of forest industry
and offers a number of measures to improve the
efficiency of foreign trade in Ukrainian forest
products.

A study by Bojnec and Fert6 (2014) re-
veals the problem of forest industry competi-
tiveness in relation to the so-called “new” EU
member states that joined the EU in 2004 and
2007. The main objective of the study was to
find out to what extent the trade flows of the
countries under consideration have changed
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since EU accession. As a main competitiveness
measure these authors chose revealed trade
advantage (RTA) index, proposed by Vollrath
(1991). They also calculated the duration of re-
vealed trade advantage using methodology of
survival analysis (Cleves et al., 2004). The re-
sults show that all “new” EU member states,
except Cyprus, experienced comparative dis-
advantages in exporting their goods to the EU
market. At the same time, it is noted that for
most countries considered, products with high
added value play a key role in the supply chains
of the forest industry.

Parobek et al. (2016) analyzed the compet-
itiveness of Slovakian wood and semi-finished
wood products. Using modified Balassa index
and comparative price level index the authors
found that the abundance of forest resources
and competitive prices determine the compar-
ative advantage in industrial coniferous round-
wood trade for Slovakia.

Vokhmyanin (2017) used the integral indi-
cator to assess competitiveness of the Russian
forest sector on regional level. It contains sev-
eral indices that describe the state of the forest
industry, including production factors, regional
investment activity, presence of related indus-
tries, export volumes, etc. The methodology
was applied to ten regions of the Northwestern
Federal District. As a result, the Arkhangelsk
Oblast and the Republic of Karelia were rec-
ognized as the leaders of the industry, and the
lowest level of competitiveness was found for
the Murmansk and Pskov Oblasts. The best dy-
namics of forestry development were demon-
strated by the Vologda Oblast, which is ex-
plained by the renewal of fixed assets, increase
in the volume of investments, improvement in
the financial condition of the regional forest in-
dustry enterprises.

Rossato et al. (2018) studied wood pulp
competitiveness in 6 countries: USA, Brazil,
Canada, Sweden, Finland and China. For this
purpose, the authors calculated several indica-
tors of competitiveness: Balassa index, sym-
metric version of RCA (Dalum et al., 1998)
and trade balance index (Lafay, 1990). The
results showed that all countries except Chi-
na have comparative advantages in wood pulp
trade. The pulp industry was also found to

have significant positive effects on the export
economies of Brazil, Finland, Canada and
Sweden, as well as moderate positive effects
in the USA.

In the paper (Gordeev, Pyzhev, 2015) we
studied competitiveness on national level us-
ing Balassa and Aquino indices. We also used
Grubel and Lloyd index for a more thorough
study of Russian intra-industry trade. However,
it would not be quite correct to assess compara-
tive advantages only at the country level. Geo-
graphical factors also have a great influence on
institutional, social and economic aspects of
development of Russian regions (Zubarevich,
2015; Shida, 2019). This is also true for the tim-
ber industry, as Russian regions are very het-
erogeneous in terms of resource endowment,
proximity to markets, etc. The concept of com-
parative advantage can also be applied on re-
gional level. Such studies have been conducted
to analyze the competitiveness of industries in
a number of countries, including Italy (Bene-
dictis, 2005), USA (Clark et al., 2007), Brazil
(Feistel, Hidalgo, 2010), China (Sawyer et al.,
2017). Thus, we also assessed competitiveness
at the regional level (Gordeev et al., 2018). The
results show that the specialization of the Rus-
sian trade is determined by the resource abun-
dance and low efficiency of the state forest pol-
icy. We also classified Russian regions into four
groups by the number of forest products with
comparative advantage in trade.

Hence, it can be concluded that the follow-
ing approaches are generally used to conduct
empirical studies on forest industry competi-
tiveness (Table 1):

— various revealed comparative advan-
tage indexes;

— estimation of price indices for timber
products;

— constant market share analysis;

— optimization models;

— analysis of different sectoral indica-
tors.

Discussion

One of the most popular approaches to as-
sess competitiveness is to identify comparative
advantages using different indices. With regard
to the task of assessing competitiveness of Rus-
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Table 1. Studies on competitiveness assessment of forest products

Authors Levle! Methods
of competitiveness

Dieter, Englert, 2007 National Revealed comparative advantage indices (Balassa index, Aqui-
no index), the Constant Market Share analysis

Daigneault et al., 2008 National Dynamic global timber market model

Han et al., 2009 National The Grubel and Lloyd index, Balassa index, the Trade Com-
petitiveness Index

Kovaléik, 2011 National Analysis of several indicators (Output of forestry, GDP of for-
estry, contribution of forestry to GDP, gross value added, net
value added and entrepreneurial income)

Karpuk, 2011 National Revealed comparative advantage (Balassa index) and the
Grubel and Lloyd index

Bojnec, Fert6, 2014 National Revealed trade advantage index, survival analysis

Parobek et al., 2016 National Revealed comparative advantage index (modified Balassa in-
dex), comparative price level index

Vokhmyanin, 2017 Regional Integral assessment, including a number of indicators charac-
terizing production, foreign trade, investment climate, etc. in
the forest industry sector

Rossato et al., 2018 National Revealed comparative advantage indexes (Balassa index,
RSCA, TBI)

Gordeev, Pyzhev, 2015; National, regional |Revealed comparative advantage indexes (Balassa index,

Gordeev et al., 2018 Aquino index, RTA), the Grubel and Lloyd index

sian forest industry, this approach also seems
to be the most convenient. In fact, it has several
important advantages over other alternatives.

1. Consistency with theoretical notions
of competitiveness. The concept of revealed
comparative advantages was developed by B.
Balassa (1965) in accordance with the Ricar-
do’s theory of comparative advantages and the
Heckscher-Ohlin model. The analysis is based
on an ex-post assessment of competitiveness by
calculating the share of a particular commodity
in the export of the certain country compared
to other countries. The above review shows that
there are many different ways to measure re-
vealed comparative advantages in trade. Com-
prehensive comparison of different RCA indi-
cators was given by Gnidchenko and Salnikov
(2015).

2. Availability of data. The lack or ab-
sence of the necessary statistics is a serious
limitation for many studies. Calculating re-
vealed comparative advantages requires only
trade statistics, which is available for Russia
and is very detailed. With respect to the for-

est sector, this allows: (1) to conduct analysis
not only at the national level but also at the
regional level; (2) to calculate comparative ad-
vantages not only by product groups but also
by certain products.

3. Simplicity of calculation. Even if the
necessary data were available, the approaches
of assessing competitiveness mentioned above
would have different labour intensity. And with
limited access to data it seems difficult to use
alternative approaches to assess competitive-
ness at the regional level or for a specific for-
est product. Calculating revealed comparative
advantages appears to be the simplest way to
assess competitiveness and its results are easy
to interpret. Besides, this approach does not re-
quire additional use of optimization modelling
or multi-criteria models such as the Diamond
Model.

However, it should also be noted that the
concept of revealed comparative advantage has
some limitations.

1. New Trade Theory and “New” New
Trade Theory indicate that the subjects of com-
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petition are corporations, not countries, regions
or industries. However, firm statistics are still
largely unavailable, making it impossible to
build complete models under these theories.

2. Perhaps the main shortcoming of re-
vealed comparative advantages is that inter-
regional trade flows within a country remain
unaccounted for. Therefore, it is possible to
evaluate competitiveness of forest products
only on the global market and not on the do-
mestic one.

3. The estimates may be biased due to the
fact that the country (or region) in which the
product is produced is not always the final ex-
porter as well. This problem has been widely
discussed in literature, but there seems to be
no way to offset this effect beyond the use of
other data sources (Coughlin, Mandelbaum,
1991; Erickson, Hayward, 1991; Cronovich,
Gazel, 1998). In respect to the forest sector, the
problem is that current timber turnover control
system does not allow for credible assurance
that exported wood has been harvested in the
same region.

References

Conclusion

This article contributes to the literature
on forest sector competitiveness in several di-
mensions. First, theoretical approaches to as-
sess competitiveness from the perspective of
international trade theories and Porter’s theory
of competitive advantage were analyzed. The
evolution of the competitiveness definition
within these approaches was shown.

Secondly, an overview of empirical stud-
ies on competitiveness assessment with regard
to forest industry was made. It was found that
usually the following approaches are used in
order to conduct competitiveness analysis of
forest products: revealed comparative advan-
tage indices; price indices; constant market
share analysis; optimization models; various
indicators of forest sector state.

Finally, it was concluded that one of the
most popular measures to assess competitive-
ness is an approach based on the concept of
revealed comparative advantage. The pros and
cons of its application to assess the competi-
tiveness of forest products were described.

Antras, P., Helpman, E. (2004). Global Sourcing. In Journal of Political Economy, 112(3), 552—580.

DOI: 10.1086/383099

Aquino, A. (1978). Intra-industry trade and Inter-industry specialization as concurrent sources of in-
ternational trade in manufactures. In Weltwirtschaftliches Archiv, 114(2), 275-296.

Balassa, B. (1965). Trade Liberalisation and “Revealed” Comparative Advantage. In Manchester
School, 33(2), 99-123. DOL: 10.1111/§.1467-9957.1965.tb00050.x

Bartik, M., Holko, L., Jango, M., Skvarenina, J., Danko, M., & Kostka, Z. (2019). Influence of Moun-
tain Spruce Forest Dieback on Snow Accumulation and Melt. In Journal of Hydrology and Hydromechan-

ics, 67(1), 59—69. DOI: 10.2478/johh-2018-0022

Bojnec, S., Ferté, 1. (2014). Forestry industry trade by degree of wood processing in the en-
larged European Union countries. In Forest Policy and Economics, 40, 31-39. DOI: 10.1016/j.for-

pol.2013.11.009

Capobianco-Uriarte, M. de las M., Casado-Belmonte, M. del P., Marin-Carrillo, G.M., & Teran-Yépez,
E. (2019). A Bibliometric Analysis of International Competitiveness (1983—2017). In Sustainability: Science
Practice and Policy, 11(7), 1877. DOI: 10.3390/sul1071877

Cho, D.S. (1994). A dynamic approach to international competitiveness: The case of Korea. In Journal
of Far Eastern Business, 1(1), 17-36. DOI: 10.1080/13602389400000002

Cho, D.S., Moon, H.C. (2000). From Adam Smith to Michael Porter. Evolution of Competitiveness
Theory. World Scientific Publishing Co. Re. Ltd., 223 p.

Chugunkova, AV. (2019). Napravleniia adaptatzii i smiagcheniia posledstvii izmeneniia klimata dlia
ekonomiki lesnogo khoziaistva Rossii [Climate change mitigation and adaptation options in the Russian for-
estry sector]. In Ekonomicheskii analiz: teoriia i praktika [Economic analysis: theory and practice] 18(11),

2078-2102. DOI: 10.24891/ea.18.11.2078

-513 -



Roman V. Gordeev. Assessing Competitiveness of Forest Industry: Theoretical and Empirical Aspects

Clark, D.P., Sawyer, W.C., & Sprinkle, R.L. (2005). Revealed Comparative Advantage Indexes for
Regions of the United States. In Global Economy Journal, 5(1), 1-26. DOI: 10.2202/1524-5861.1033

Cleves, M.A., Gould, WW., & Gutierez, R.G. (2004). An Introduction to Survival Analysis Using STA-
TA. Stata Press, College Station, Texas, 372 p.

Coughlin, C.C., Mandelbaum, T.B. (1991). Measuring State Exports: Is There a Better Way? In Feder-
al Reserve Bank of St. Louis Review, 73(4), 65-79.

Cronovich, R., Gazel, R. (1998). Do Exchange Rates and Foreign Incomes Matter for Exports at the
State Level? In Journal of Regional Science, 38(4), 639—657. DOI: 10.1111/0022-4146.00114

Daigneault, A.J., Sohngen, B., & Sedjo, R. (2008). Exchange rates and the competitiveness of the
United States timber sector in a global economy. In Forest Policy and Economics, 10(3), 108—116. DOI:
10.1016/j.forpol.2007.07.001

Dalum, B., Laursen, K., & Villumsen, G. (1998). Structural Change in OECD Export Specialisation
Patterns: de-specialisation and “stickiness.” In International Review of Applied Economics, 12(3), 423—443.
DOI: 10.1080/02692179800000017

De Benedictis, L. (2005). Three Decades of Italian Comparative Advantages. In The World Economy,
28(11), 1679—1709. DOI: 10.2139/ssrn.454060

Dieter, M., Englert, H. (2007). Competitiveness in the global forest industry sector: an empirical
study with special emphasis on Germany. In European Journal of Forest Research, 126(3), 401—412. DOI:
10.1007/s10342-006-0159-x

Dixit, A., Stiglitz, J. (1977). Monopolistic competition and optimum product diversity. In American
Economic Review, 67(3), 297-308.

Durand, M., Giorno, C. (1987). Indicators of International Competitiveness: Conceptual Aspects and
Evaluation. In OECD Econ. Stud., 147-182.

Erickson, R.A., Hayward, D.J. (1991). The International Flows of Industrial Exports from U.S. Re-
gions. In Annals of the Association of American Geographers. Association of American Geographers, 81(3),
371-390. DOL: 10.1111/j.1467-8306.1991.tb01700.x

Feistel, P., Hidalgo, A. (2010). Brazilian regions’ trade in MERCOSUR: An analysis of comparative
advantages. In Integration and Trade, 31(14), 81-89.

Gnidchenko, A.A., Salnikov, V.A. (2015). Net Comparative Advantage Index: Overcoming the Draw-
backs of the Existing Indices. Higher School of Economics Research Paper No. WP BRP 119/EC/2015. DOI:
10.2139/ssrn.2709009

Gordeev, R.V., Pyzhev, A.L. (2015). Analiz global’noi konkurentosposobnosti rossiiskogo lesopro-
myshlennogo kompleksa [Analysis of the Global Competitiveness of the Russian Timber Industry]. In EKO,
6, 109-130.

Gordeev, R.V., Pyzhev, A.l., & Zander, E.V. (2018). Konkurentosposobnost’ lesopromyshlennykh kom-
pleksov regionov Rossii [Competitiveness analysis of Russian regions’ forest industries]. In Tomsk State
University Journal of Economics, 43, 65—87. DOI: 10.17223/19988648/43/5.

Greenaway, D., Milner, C. (1993). Trade and Industrial Policy in Developing Countries. In 4 Manual
of Policy Analysis, Part IV Evaluating Comparative Advantage. New York. The Macmillan Press, 181-208.

Grubel, H., Lloyd, P. (1975). Intra-industry Trade: The Theory and Measurement of International
Trade with Differentiated Product. London: Macmillan, 205 p.

Han, X., Wen, Y., & Kant, S. (2009). The global competitiveness of the Chinese wooden furniture
industry. In Forest Policy and Economics, 11(8), 561-569. DOI: 10.1016/j.forpol.2009.07.006

Ivantsova, E.D., Pyzhev, A.l., & Zander, E.V. (2019). Economic Consequences of Insect Pests Out-
breaks in Boreal Forests: A Literature Review. In Journal of Siberian Federal University. Humanities &
Social Sciences, 12(4), 627-642. DOI: 10.17516/1997-1370-0417

Karpuk, A. (2011). Development of foreign trade of Ukraine with the wood products [Razvitie vnesh-
nei torgovli Ukrainy drevesnoi produktciei]. In Commodities and markets, 2, 26-36.

Koval¢ik, M. (2011). Profitability and competitiveness of forestry in European countries. In Journal of
Forest Science, 57(9), 369-376. DOIL: 10.17221/138/2010-jfs

- 514 -



Roman V. Gordeev. Assessing Competitiveness of Forest Industry: Theoretical and Empirical Aspects

Krugman, P. (1980). Scale Economies, Product Differentiation, and the Pattern of Trade. In American
Economic Review, 70(5), 950—959.

Krugman, P. (1994). Competitiveness: A Dangerous Obsession. In Foreign Affairs, 73(2), 28—44.

Lafay, G. (1990). The measurement of revealed comparative advantages [La measure des avantages
comparatifs revéles]. In Economie Prospective Internationale, 41, 27-43.

Leontief, W. (1953). Domestic Production and Foreign Trade; The American Capital Position Re-Ex-
amined. In Proceedings of the American Philosophical Society, 97(4), 332-349.

Melitz, M. (2003). The impact of trade on aggregate industry productivity and intra-industry realloca-
tions. In Econometrica: Journal of the Econometric Society, 71(6), 1695-1725.

Mezei, P., Jakus, R., Pennerstorfer, J., Havaiové, M., Skvarenina, J., Ferengik, J., Slivinsky, J., Bi¢arova,
S., Bil¢ik, D., Blazenec, M., & Netherer, S. (2017). Storms, temperature maxima and the Eurasian spruce
bark beetle Ips typographus — An infernal trio in Norway spruce forests of the Central European High Tatra
Mountains. In Agricultural and Forest Meteorology, 242, 85-95. DOI: 10.1016/j.agrformet.2017.04.004

Milana, C. (1988). Constant-market-share analysis and index number theory. In European Journal of
Political Economy, 4,453—478. DOI: 10.1016/0176-2680(88)90011-0.

Moon, H.C., Rugman, A.M., & Verbeke, A. (1998). A generalized double diamond approach to the
international competitiveness of Korea and Singapore. In International Business Review, 7, 135-150.
DOI:10.1016/s0969-5931(98)00002-x.

Ohlin, B.G. (1933). Interregional and international trade. Cambridge, Harvard University Press, 617 p.

Parobek, J., Palu§, H., Kalamarovéa, M., Lou¢anova, E., Krizanové, A., & Stofkova, K.R. (2016). Com-
parative Analysis of Wood and Semi-Finished Wood Product Trade of Slovakia and Its Central European
Trading Partners. In Drewno, 59(196), 183—194. DOI: 10.12841/wo0d.1644-3985.143.15

Porter, M.E. (1990). The Competitive Advantage of Nations. In Harvard Business Review, 68(2), 73-93.

Pyzhev, A.L, Vaganov, E.A. (2019). Rol’ rossiiskikh lesov v realizatcii Parizhskogo klimaticheskogo
soglasheniia: vozmozhnosti ili riski? [Global Climate Change Economics: The Role of Russian Forests]. In
ECO, 11, 27-44. DOI: 10.30680/ECO0131-7652-2019-11-27-44

Ricardo, D. (1917). The principles of political economy & taxation. London, J.M. Dent & sons, Itd.;
New York, E. P. Dutton & co., 300 p.

Rossato, F.G.F.S., Susaeta, A., Adams, D.C., Hidalgo, I.G., de Araujo, T.D., & de Queiroz, A. (2018).
Comparison of revealed comparative advantage indexes with application to trade tendencies of cellulose
production from planted forests in Brazil, Canada, China, Sweden, Finland and the United States. In Forest
Policy and Economics, 97, 59—66. DOI: 10.1016/j.forpol.2018.09.007

Sawyer, W.C., Tochkov, K., & Yu, W. (2017). Regional and Sectoral Patterns and Determinants of
Comparative Advantage in China. In Frontiers of Economics in China, 12(1), 7-36. DOI: 10.3868/s060-
006-017-0002-6

Sedjo, R.A., Lyon, K.S. (1990). The Long-Term Adequacy of World Timber Supply. Resources for the
Future. Washington DC, 230 p.

Shida, Y. (2019). Russian business under economic sanctions: is there evidence of regional heterogene-
ity? In Post-Communist Economies, 1-21. DOI: 10.1080/14631377.2019.1659567

Smith, A. (1776). An Inquiry into the Nature and Causes of the Wealth of Nations. Vol. I (1 ed.). Lon-
don: W. Strahan; and T. Cadell. 588 p.

Sohngen, B., Mendelsohn, R., & Sedjo, R. (1999). Forest management, conservation, and global timber
markets. In American Journal of Agricultural Economics, 81(1), 1-13. DOI: 10.2307/1244446.

Vokhmyanin, I.A. (2017). Otzenka konkurentosposobnosti lesnykh kompleksov territorii [Assessment
of Competitiveness of the Timber Complexes of the Territories]. In Problemy razvitiia territorii [Problems
of Territory’s Development], 2(88), 77-91.

Volchkova, N. (2009). Novaia teoriia mezhdunarodnoi torgovli i novaia ekonomicheskaia geografiia
(Nobelevskaia premiia po ekonomike 2008 goda) [New Theory of International Trade and New Economic
Geography (Nobel Prize in Economics 2008)]. In Voprosy Ekonomiki, 1, 68—83. DOI: 10.32609/0042-8736-
2009-1-68-83

-515-



Roman V. Gordeev. Assessing Competitiveness of Forest Industry: Theoretical and Empirical Aspects

Vollrath, T.L. (1991). A theoretical evaluation of alternative trade intensity measures of revealed com-
parative advantage. In Weltwirtschaftliches Archiv, 127(2), 265-280. DOI: 10.1007/bf02707986

Wagner, J. (2007). Exports and Productivity: A Survey of the Evidence from Firm-Level Data. In
World Economy, 30(1), 60—82.

Zubarevich, N. (2015). Regional Dimension of the New Russian Crisis. In Social Sciences, 46(4), 3—18.

Cubupckuil pedepanvhvlil ynusepcumem

Poccuiickas @edepayus, Kpacnoapck

Hucmumym sKonomuxu

u opeanuzayuu npomviutienno2o npouzsoocmea CO PAH
Poccuiickas @edepayus, Hosocubupck

AnHoTanms. B oreuecTBeHHOI 1 3apyOeKHOM TuTeparype 00IbII0e BHUMAHUE YICIACTCS
BOIIPOCaM KOHKYPEHTOCHOCOOHOCTH CTpaH, OTpaciei, pernoHoB. OIHAKO CETOTHS HE
CYIIECTBYET YHHBEPCAILHOW MEpHI €e OIeHKH. B Hacrosmiell paboTe aHaIU3UPYIOTCS
TEOPETUYECKUE W MPUKIIATHBIE aCMEKTHI MPOOIEMBI KOHKYPEHTOCIIOCOOHOCTH C TOUKH
3peHUs IBYX OCHOBHBIX I10/IX0/I0B: CPABHUTENIBbHBIX IPEUMYLIECTB, OEPYILIHUX CBOE Ha4aJI0
B TEOPUHU MEXKIYHAPOIHOW TOPrOBIM, U KOHKYPEHTHBIX NPEUMYILIECTB, TPAIULMOHHO
acconuupymomuxcs ¢ Teopueit M. Iloprepa. [laH aHanu3 COBpeMEHHbBIX HPUKIIAJHBIX
WCCIICOBAaHMM, ITOCBAIICHHBIX TEMAaTHKE KOHKYPEHTOCIOCOOHOCTH — IPOAYKIHH
JIECONPOMBINIICHHOTO KoMIUIekca. [lokazaHo, 4To Hambolee dYacTo IS PEIICHISI
JAaHHOMH 3a/1auy MCIIOJIB3YIOT CIIEAYIOLINE METO/Ibl: pacCUeT BBISIBIEHHBIX CPABHUTEIbHBIX
MIPEUMYILECTB; OLIEHKY MHJIEKCOB LIEH Ha JIECONPOMBIIIICHHYIO MPOIYKIHIO; aHaJIu3
IIOCTOSIHHOM J0JIM PBIHKA; IOCTPOSHHE ONTUMU3ALIMOHHBIX MOJIEJIeH; aHaIU3 Pa3JInYHbIX
oTpacieBbIX okaszareseil. [Ipoananu3npoBaHbl IIFOCHI U MUHYCHI IOAX0/1a BBISIBJICHHBIX
CPaBHHTEIFHBIX IPEUMYIIECTB B TOPrOBIE Kak HamOoiee YIOOHOTO IUIS OIIEHKH
KOHKYPEHTOCITOCOOHOCTH OTEUECTBEHHOTO JIECHOTO KOMILIEKCA.

KaroueBble cj10Ba: KOHKYPEHTOCTIOCOOHOCTh, CpaBHHUTCIBHBIC TPEUMYIICCTBA,
KOHKYPEHTHBIC TIPEUMYIIIECTBA, TCOPUH MEKAYHAPOTHON TOPTOBIIH, JICCHOW KOMIUICKC.

UccnenoBanue BbIMoiHEHO MpU (puHaHCOBOM moanepkke PODU B pamkax HaydHOTO
mpoekra Ne 18-010-01175.

Hayunas cnenmansaocts: 08.00.05 — skoHOMEKA ¥ yIIpaBIeHNE HAPOIHBIM XO3SIICTBOM.



Journal of Siberian Federal University. Humanities & Social Sciences
2020 13(4): 517-528

DOI: 10.17516/1997-1370-0531
YK 316.43, 338.2

“Dostoevsky Omsk State University

Omsk, Russian Federation

bInstitute of Economics and Industrial Engineering of SB RAS
Novosibirsk, Russian Federation

“Omsk Scientific Centre SB RAS

Omsk, Russian Federation

Received 01.11.2019, received in revised form 22.11.2019, accepted 11.12.2019

Abstract. The study describes the problems of social tension factors measurement and
estimation in cities and its current state in Omsk. The empirical basis of the study is the
sociological survey data, conducted by the Omsk Regional Center of Public Relations and
the Sociology Department of Dostoevsky Omsk State University. 975 people from 5 urban
districts of Omsk were interviewed during the survey. Data analysis was carried out using
frequency analysis methods and contingency tables. The significance and essentiality of
the differences were estimated using the chi-square and Cramer’s V criteria.

Age and education turn out to have the most significant impact on respondents’ opinions;
people with secondary or higher education are more often dissatisfied with the situation
in the region, as for the age criterion, the group from 30 to 44 is the most dissatisfied
one. The ranking of problems by importance from the respondents’ point of view was
done on the basis of frequency analysis. The leading positions are occupied by the social
and economic problems such as low salaries, consumer goods prices, infrastructure of
the city and public utilities, as well as bureaucracy of local authorities. Judging by the
protest potential of Omsk citizens, it was concluded that the population is dissatisfied
with the work of the local government. However, the protest potential is estimated as
low, which is partially explained by the growing negative migration balance. As a result,
recommendations on improving monitoring and analysis of social tension factors in the
city have been offered.

Keywords: social tension, social tension estimation, social tension factors, social well-
being, protest potential, trust in government.

© Siberian Federal University. All rights reserved
* Corresponding author E-mail address: KapoguzovEA@omsu.ru

ORCID: 0000-0001-8083-5654 (Kapoguzov); 0000-0002-8904-1380 (Chupin); 0000-0003-4144-5893 (Kharlamova); 0000-
0001-7816-9250 (Pligunova)

-517 -



Evgeny A. Kapoguzov, Roman I. Chupin... Social Tension Factors: Estimation and Analysis Issues...

The study was carried out within the framework of the state assignment of the Omsk
Scientific Center SB RAS (the Programme of FSR SAS for 2013-2020 (state No. Reg.

AAAA-A17-117041210229-2)).

Research area: sociology.

Citation: Kapoguzov, E.A., Chupin, R.I., Kharlamova, M.S., Pligunova, A.V. (2020). Social tension
factors: estimation and analysis issues (case study: the city of Omsk). J. Sib. Fed. Univ. Humanit. Soc.
Sci., 13(4), 517-528. DOI: 10.17516/1997-1370-0531.

Introduction

Over the past few years, urban refinement
trend, which explores the ways to improve the
quality and standard of living in large cities,
has been growing in the Russian Federation. At
MOSCOW URBAN FORUM, the image on the
metropolis’s future was presented as “smart”
and comfortable residence for people, encour-
aging them to start families, work and devel-
op personally. The National Project “Housing
and Urban Environment” has the similar tasks,
i.e. “a sharp increase of the urban environment
comfort” as its priority (which means reducing
the number of cities with an unfavorable urban
environment).

According to the architects designing “the
cities of the future”, by 2024 the key role in the
construction of the “Smart City” in almost ev-
ery constituent entity of the Russian Federation
should be played by citizens themselves, whose
participation is planned to be approximate-
ly 30% of the total number of the municipal-
ity residents. However, the conducted studies
show that the requirements of urban activists
are not fully echoed by the authorities, which
creates a tense social atmosphere in the region.
The situation is aggravated with strong nega-
tive connotation of media reports about the ur-
ban environment (Ovodova, Chupin, Zhigunov,
2018: 126). In addition, researchers emphasize
the “corporate nature” of smart cities that are
built around high-tech companies, while ordi-
nary citizens do not have place in the dominant
model of entrepreneurial management (Hol-
lands, 2015), which subordinates them to its
needs (Tadiar, 2016) associated with new risks
(Bibri, Krogstie, 2017), in particular, for the en-
vironment, not-age-friendly structure (Buffel,
Phillipson, 2016), etc.

The transformation processes, which
are accompanied by political and economic
instability, worsening living standards and
other negative consequences, inevitably af-
fect the mood of the population. They lead to
a change in social relations and give rise to
contradictions that take place in all spheres
of society. The contradictions in society and
their dynamics are manifested in social ten-
sion changes.

Aggravation of economic and political
problems is dangerous, since it entails neg-
ative emotional and psychological moods of
the population (Lezhnina, 2016). According to
the Public Opinion Foundation (FOM) survey
“The Main Problems of Regions”, citizens of
the Siberian Federal District are the most dis-
satisfied ones'. Omsk is among the territories
of increased social tension®. During the eco-
nomic crisis in 2014 in the city inhabited by
more than a million people, approximately half
of the population did not trust the local author-
ities (65%) and the head of the region (48%),
which significantly exceeded the national av-
erage (45% on average in Russia). The activ-
ists” request for a “comfortable city” was not
satisfied by the authorities and, therefore, the
activists united in lots of different urban com-
munities started transforming the public space
of the city themselves. Moreover, this trend is
noticeable in a wide range of megalopolises
(Vakhshtayn, 2014).

Thus, Omsk is at risk of becoming one of
the most prone to social tension agglomerations

! Significant problems in the development of Russian re-
gions. Available at: https:/fom.ru/Obraz-zhizni/12465 (ac-
cessed 05.15.19).

2 Socio-economic and political tensions in the Russian
regions for 2017. Available at: https://komitetgi.ru/analyt-
ics/3493/ (accessed: 05.15.19).
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instead of a megalopolis of the future. In
this regard, the relevant aim of the study is
a periodic comprehensive analysis of social
tension level and factors causing the tension,
which includes the list of tasks: firstly, the
preliminary assessment of the current situation
and trends; secondly, the causes of its nature;
and finally, the search for possible ways to
reduce social tension.

Theoretical framework:
Factors of social tension in the studies
of Russian and foreign researchers

Social tension is not a synonym of a so-
cial conflict, since the latter characterizes only
one specific form of it. Social tension always
exists in a society and it is normal. The pres-
ence of social tension becomes evident when
the conflict of interests becomes apparent, and
it could develop and change its forms from a
latent stage to a social conflict.

In the article “Social Tension” [.N. Ruka-
vishnikov identified the following key features
for the city (Rukavishnikov, 1990):

1. Dissatisfaction of citizens with the state
of significant areas of city life.

2. The population distrust the work of offi-
cials, deny the prospect of future development,
and the emotional background gets worse.

Consequently, social tension is the pres-
ence of problems both in the social, economic
and political spheres of life. The tense situation
is often associated with the deprivation in the
field of social and economic problems than
with the distrust of the authorities. Howev-
er, these are precisely those dangerous points
of social tension localization when its various
causes appear simultaneously.

Thus, in most approaches, social tension
is represented through its levels (Kinsbursky,
Topalov, 2016) and stages (Baranova, Frolov,
2012). An important indicator in measuring
social tension is social well-being. The level
of political and social tension in a society is
also measured by the index of social well-be-
ing (Golovakh, Panin, Gorbachik, 1998). The
concept of “social well-being” intersects with
the concepts of “quality of life”, “standard of
living”, “social tension”, “social mood”, and
“social health” (Krupets, 2003).

Most methods of calculating the social
well-being index are based on the estimation
of the population satisfaction level with various
aspects of their life. Through the estimation of
various aspects of the respondents’ life, scien-
tists can find out the areas associated with the
problems and contradictions.

For example, the Russian Public Opinion
Research Centre (VCIOM) calculates the index
of social mood, which is based on several indi-
cators: satisfaction with life; social optimism;
financial situation; economic situation in the
country; political situation; the general vector
of the country’s development. The indexes are
calculated on the basis of monthly express sur-
veys conducted by VCIOM on a representative
Russian sample®. They use the index construc-
tion method to analyse and visualise the charts
that reflect the dynamics of the data obtained
during the research. The Private Index of the
n-th indicator is equal to the sum of positive
and the sum of average ratings minus the sum
of negative ratings. However, VCIOM does not
provide the data on the method of deriving es-
timates.

One of the advantages of this method is
the possibility to obtain negative values (when
negative moods prevail), which will be “critical
points” of the particular indexes of the method.
This technique allows creating a “big picture”,
but to achieve this goal it is necessary to apply
a more in-depth technique, which can identify
factors of social tension.

A simpler assessment methodology is used
by the Institute of Socio-Economic Develop-
ment of Territories of the Russian Academy of
Sciences. The index of social mood is based on
the question about respondents’ mood in recent
days. During the calculation, the share of neg-
ative answers is subtracted from the share of
positive answers, and then one hundred is add-
ed to the result to exclude negative values. The
index varies from 0 to 200, and a value of 100
corresponds to a situation where the proportion
of positive and negative answers coincides.
Private indicators are based on the question
“What could you say about your mood in recent

3 Social indices. May 2015. VCIOM. Available at: https://
wciom.ru/news/ratings/indeksy socialnogo samochuvstviya/
(accessed: 07.20.2019).
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days?” This technique is a “thermometer” of
the population’s mood, which is an important
aspect of identifying social tension. The dis-
advantage of this technique is the superficial
character of the analysis based on one question
that captures the respondent’s mood in recent
days; therefore, it is not possible to identify fac-
tors of social tension, as in the case with the
previously described method.

Several methods have been developed in
the field of assessing social security, which is a
relatively new concept that has only been sepa-
rated from national security in recent decades,
but it is considered in close connection with the
economy, urbanism, etc. In particular, special-
ised methods for assessing social security and
risks are being developed to determine key fac-
tors in the perception of industrial enterprise
employees (Kareeva, 2015).

A comprehensive estimation of social ten-
sion is possible with the use of the Scientific
Center of the Federal Guard Service (FSO)
methodology. The study using this technique to
identify social tension factors in Russia and its
regions was conducted in 2010-2011 (Barano-
va, Frolova, Kondrashin, 2011). As a result, a
set of indicators characterising social tension
(at the federal level) was proposed. At the first
stage of the study, an expert survey was con-
ducted to identify the factors that have a signif-
icant impact on social tension in Russia.

29 priority social tension factors were
identified (listed in order of importance): per
capita income, price increase, dissatisfac-
tion with the local government, salary, level
of social protection, dissatisfaction with the
President of the Russian Federation activities,
crime rate, dissatisfaction with the federal
government and law-enforcement authorities
activities, unemployment, distrust in local au-
thorities, corruption, the work of health care
authorities, housing issue, the work of public
transport, the environmental situation, high-
er education accessibility and quality, private
business development, media activities, sec-
ondary education quality and accessibility,
general morbidity rate, birth rate, mortality
rate, agricultural development, preschool edu-
cation accessibility and quality, ethnic contra-
dictions, activities of political parties, utilities

problems, problems of culture, youth leisure
and ethics.

Despite the fact that these methods of so-
cial mood measuring allows to determine its
level and identify critical points in significant
indicators of social well-being that indicate the
way the society feels, which, in its turn, is the
index of social tension (Abramovich, 2012),
these methods do not allow to estimate the in-
fluence of various factors on the level of social
tension in cities.

The key factors, which have the most sig-
nificant influence on the level of social tension
in the city, introduced in the FSO study are:

* per capita income;

* rising prices;

« dissatisfaction with the local authorities;

* salaries;

e crime rate;

* unemployment rate.

“Per capita income” is the most important
among the factors presented. According to the
study, the influence of the factors “rising prices
for public utilities” and “unemployment rate”
on the growth of social tension in the city has
been increasing since 2010.

The results are partially confirmed by
foreign studies. Thus, in large EU megalopo-
lises the most significant influence on the lev-
el of dissatisfaction is exerted by the factors
of income (Ranci, 2011). Some authors think
that the presence of social tension is a natural
condition for a city functioning (Netto, 2016).
Basically, increasing social tension is the re-
sult of the more open urban political system
(Eisinger, 1973), which creates conditions
for open expression and spread of opinions.
In particular, not finding a response to their
initiatives from local authorities, urban activ-
ists themselves become a source of spreading
social tension. Researchers note the presence
of informal territories improvement practices
that duplicate or replace the activities of local
authorities. In this way, urban communities
are trying to compensate for the existing gaps
in state institutions, including saving transac-
tion costs during the interaction of authorities
with the population, and increasing the effec-
tiveness of social control mechanisms (Ka-
poguzov, Chupin, 2016).
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Thus, the most comprehensive methodol-
ogy is that of Scientific Center of the Federal
Guard Service (FSO), which follows from so-
cial tension measurement and estimation ap-
proaches review. However, it is necessary to
localize the social tension factors to the de-
velopment conditions of a particular city or a
group of cities.

Design: the methodology
of analyzing social tension factors
and information basis of research
Based on the review it is possible to point
out the key factor groups which influence the
level of social tension which are divided into
respondents’ characteristics, social and eco-
nomic factors and political factors. To obtain
comprehensive characteristics of social tension
factors, it is necessary to consider the factor
groups in accordance with the blocks in Fig. 1.
The study used sociological study data
(March-April 2018 survey), which was carried

out by the Omsk Regional Center on Public
Relations and Dostoevsky Omsk State Univer-
sity. The general aggregate: the adult popula-
tion of Omsk in 2018 (residents of the Sovetsky
Administrative District, Central Administra-
tive District, Leninsky Administrative Dis-
trict, Octiabrsky Administrative District and
Kirovsky Administrative District of Omsk,
total 1,172,000 people). The sample aggregate
in administrative districts was 975 people; its
structure is shown in Table 1. The dataset was
obtained using a questionnaire (apartment sur-
vey).

Taking the available information into ac-
count, it is necessary determine the analysis
methods (statistics characterising the factor
groups are presented in the results section in
more detail). The selected groups of factors in
the information basis of the research are mea-
sured by ordinal and nominal scales. The study
of connection for nonmetric scales is carried
out with the use of frequency analysis and con-

Social tension factors

Social and economic factors

I
Respondents’ characteristics

age and gender

->
B cducaton |
T

- TTr=--Trvr--r-
vV VvV Vv

infrastructure

leisure. development

trust level

satisfaction with the
authoritics

security

- economic condition

Fig. 1. Key blocks of social tension factors

Table 1. Sample structure by the administrative districts and age and gender characteristics

Sample distribution Sample distribution
by administrative districts by age and gender
Administrative Number Age group, total including | including
districts in Omsk of respondents years espondents men women
Kirovsky District 217 18-29 238 432 544
Leninsky District 170 30-44 271 119 119
Oktiabrsky District 146 45-59/45-54 199 131 140
Sovetski District 202
— >60/ >55 268 109 90
Central District 239
total 975 total 975 432 544
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tingency tables. The tools for the analysis are
extremely limited in such conditions; however,
the chi-square and Cramer’s V criteria allow
evaluating the significance and essentiality of
the differences, respectively. Thus, it is neces-
sary to analyse each block of the social tension
factors taking into account suitable methods.

Results of estimating significant
tension factors in Omsk

A statistically significant effect among the
variables of gender, age, education district was
exerted by the variables of age and education
(Table 2).

The significance of age, gender, education
and district factors on the dissatisfaction with
the situation in the region based on the chi-
square criterion showed that education and age
have the most significant effect. At the same
time, this criterion does not allow estimating
the strength of influence. Therefore, the Cra-
mer’s V coefficient was calculated; its value
shows that the age factor is the most essential.

The contingency tables are presented only for
significant factors. According to the estimates,
the respondents with secondary or higher ed-
ucation are more often dissatisfied with the
situation in the region, while dissatisfaction
is mainly expressed by the age category from
30 to 44. At the same time, respondents from
the first educational group are rarely discon-
tent, whereas 69% of women in the second and
third age groups feel dissatisfaction and 76% of
women who do not have higher education are
dissatisfied with the situation.

After obtaining a brief description of the
respondents’ characteristics effect, it is neces-
sary to determine the issues that are significant
from the respondents’ point of view. In order to
estimate the most serious problems, frequency
analysis was used. The frequency distribution
of the most disturbing issues (top five by signif-
icance) is presented in the Table 3.

According to the distribution of signifi-
cance for citizens and frequency, a list of key
factors was formed; the top ten are colored

Table 2. Estimation of the significance and essentiality based
on the chi-square and Cramer’s V criteria, contingency tables for significant factors

Significance of factors

Variable (grh;;;grl}:r\i) of]’)g ifif)sm Asymptotic significance
Gender 0.178(0.014) 2 0.915
Education 17.903 (0.097) 4 0.001
District 10.982 (0.076) 8 0.203
Age group 29.599 (0.125) 6 0.000
Contingency tables for significant factors
Question and answer options Education Age group
1 2 3 | Total | 1 2 3 4 | Total
Yes 85 254 199 538 122 164 130 122 538
15.8% | 47.2% | 37.0% | 100% | 22.7% | 30.5% | 24.2% | 22.7% | 100%
Are you dissatisfied 87 | 132 | 124 [ 343 ] 97 | 80 | 490 | 117 | 343
with the situation No
in the city? 25.4% | 38.5% | 36.2% | 100% | 28.3% | 23.3% | 14.3% | 34.1% | 100%
Difficult | 13 38 17 68 1 20 14 23 68
to answer | 19.1% | 55.9% | 25.0% | 100% | 16.2% | 29.4% | 20.6% | 33.8% | 100%
ol 185 424 340 | 949 | 230 264 193 262 | 949
19.5% | 44.7% | 35.8% | 100% | 24.2% | 27.8% | 20.3% | 27.6% | 100%

Note: Education: “1” - secondary general education or lower (school), “2” - vocational education (vocational school,

college, technical school), “3” - higher education;

Age group: “1” - 18-29; “2” - 30-44, “3” - 45-59 (male), 45-54 (female); “4”

- 60 or older (male), 55 or older (female).
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Table 3. The most disturbing issues for the population (frequency distribution)

Issue 1 2 3 4 5 Frequency
Expen;we property (pgrchase, construction), land 26 3 3 0 17 199
allocation for private housing
Conditions for .c.h'lldren s development (playgrounds, 48 35 3 28 17 161
clubs, sports facilities)
Bureaucracy, cor?uptlon in authorities and law- 38 64 53 49 34 238
enforcement agencies
Quality gf medical services, lack of medical facilities 45 73 7 67 46 308
and medical staff
Cost of medical services 60 44 61 49 32 246
Low pensions 31 61 64 49 44 239
Unemployment, bankruptcy 25 44 57 61 65 252
Cultural leisure activities of young people and adults
(recreation centers, stadiums, gyms, libraries, theaters,| 26 15 24 23 15 100
etc.)
The price . of modern conveniences (electricity, gas, 79 39 66 9 63 389
water, heating)
Street lighting (absence, shortage) 21 22 19 20 21 103
Badly maintained houses 14 31 29 25 31 130
Alcoholism 53 26 25 18 25 147
Drug addiction 41 42 25 31 37 176
Rising prices for food, clothing, medicines 60 46 77 59 70 312
Crime, criminal situation 5 6 11 8 11 41
Lack of klpdergartens and schools (lack of places) and 41 15 14 15 3 93
poor material support
Public transport, fares 35 32 18 24 12 121
State of roads and pedestrian zones 93 77 55 53 45 323
Ecology, garbage collection, landfills 44 83 66 48 46 287

blue in the table. The leading positions are oc-
cupied by such issues as “Low salaries”, “The
price of conveniences (electricity, gas, wa-
ter, heating)”, “State of roads and pedestrian
zones”, “Rising prices for clothes, food, med-
icines”, “Quality of medical services”, “Ecol-
ogy”, “Unemployment, bankruptcy”, “Cost of
medical services”, “Low pensions”, “Bureau-
cracy, corruption”.

In order to estimate the political factors of
social tension, firstly, a frequency analysis of
the population trust to the local authorities was
carried out. It was revealed that citizens found
this question difficult to answer. Nevertheless,
the “trusting group” prevails in assessing the

level of trust to the Mayor of the city, but the
“distrusting group” prevails in assessing the
level of trust to such local authorities as the
Omsk City Council and the City Administra-
tion of Omsk (Table 4).

As a part of the following analysis block,
a frequency analysis of the protest potential of
citizens was carried out. The results of measur-
ing the protest potential are shown in Fig. 2.

If we enlarge the groups according to the
values of variables, we will see that 53.2% are
neutral towards the authorities, 21.9% are op-
posed to the authorities, 12.8% found it diffi-
cult to answer, 11.1% support the authorities.
As a result, the protest potential seems to be at
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Table 4. Trust in local authorities (frequency distribution)

The object of trust Absolutely trust Partially Difficult qutzaly Abfolutely
trust to answer distrust distrust
Cit 1 119 121 469 107 155
1ty counci

Y 12.3% 12.5% 48.4% 11% 16%

- £ Omsk 217 147 465 63 78
ayor of Oms

Y 22.4% 15.2% 47.8% 6.5% 8.1%
Government of the Omsk 123 146 407 149 147
oblast 12.7% 15.0% 41.8% 15.4% 15.1%

239 161 439 53 81
Governor of the Omsk oblast
24.6% 16.5% 45.1% 5.4% 8.3%
Ditficult to answer 124
I will not back both the supporters and opponents of the ] sis
present authorities
I will go to a meeting or demonstration against the
authorities : o
I will speak out against the authorities, but I won’t go to ] 125
the meeting
I will speak out for the authorities support, but I will not
go to the meeting : &
I will go to a meeting or demonstration in support of the D o
authorities
0 100 200 300 400 500 660

Fig. 2. The distribution of answers to the question “What will you do if a public rally
or demonstrations of the current government opponents
and its supporters take place in the near future?”

a low level, most of the respondents are neutral
towards the government. However, the mood
against the government prevails, while the
share of supporters is minimal.

These factors determine a low level of so-
cial tension, however, taking into account the
level of migration, the population has been rap-
idly declining in the recent years mainly due
to negative migration* (according to Omskstat
data on demographic processes of January 1,
2019). Consequently, the most dissatisfied with
the authorities actors immigrate to other re-
gions and spread protest mood.

4 Population. Omskstat 2019. Available at: http://omsk.gks.
ru/wps/wem/connect/rosstat_ts/omsk/ru/statistics/population/
(accessed: 06.20.19).

The frequency analysis of the dissat-
isfaction degree with the local authorities’
activities, as well as satisfaction with the
administrative district head and the work of
Administration are presented in the following
table (Table 5).

The mode of the presented variables
characterising satisfaction is “2 —rather bad”.
Thus, the population is more dissatisfied than
satisfied with the local authorities’ activity.
Almost 50% found it difficult to estimate
their degree of satisfaction. The majority of
the respondents are satisfied with the work of
the Mayor, while they feel low satisfaction
with the work of the city council and Admin-
istration. Hence the citizens distrust and are
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Table 5. Satisfaction with the work of local government (frequency distribution)

How do you assess the local Government’s work?

Satisfaction A?;?;j;lt):;gzn Municipal council Head of District
Frequency Percent Frequency Percent Frequency | Percentage
Good 258 26.5 185 19.0 189 19.4
Poor 344 353 348 35.7 289 29.7
Difficult to answer 369 37.9 436 44.8 491 50.4
Local Government Assessment in administrative districts
Shfisfaction Administrative districts Total
Kirovsky Leninsky | Oktiabrsky | Sovetsky Central
Good 38 25 43 38 45 189
Poor 66 50 32 80 62 290
Difficult to answer 113 95 70 82 131 491
Total 217 170 145 200 238 970

dissatisfied with the work of the city council
and Administration based on the estimation
of the level of trust. At the same time, the
Sovetsky District inhabitants are the most
dissatisfied with the work of its head and Ad-
ministration. This is the industrial zone of
the city with the “poorest areas” as well as
the one with a large number of institutes and
students.

Conclusion

In order to take measures that compensate
or eliminate the negative effects of social ten-
sion, it is extremely important to ensure oper-
ational monitoring and analysis of its factors.
Otherwise, inaction can lead to a social “explo-
sion”, that is, a transition from the state itself
to actions, to open protest actions in particular,
which could threaten the safety of the inhabi-
tants living at a “critical local point”.

Prevention of such consequences allows
the authorities to eliminate or mitigate the
growing conflict situation; it should include
the analysis of the information received, de-
velopment of elimination strategies, or re-
sponse in addition to collecting general in-
formation about the current situation. For an
early response it is necessary to clearly un-
derstand and monitor the factors contributing
to the growth of social tension, which allow

predicting its development from a latent level
to a critical one.

Among the most significant social and
economic problems, the respondents noted low
wages, rising prices for utilities, the condition
of roads, rising prices for clothes and food,
the quality and cost of medical services, and
the environment conditions. The estimation
of trust in local authorities demonstrated that
most people somewhat trust the authorities; the
majority of the population would have react-
ed neutrally to a public rally or demonstration
without backing either supporters or oppo-
nents of the present government. However, the
mood against the government prevails, while
only 11% support the government and a fifth
would support the opposition or would declaim
against the current government. Regarding sat-
isfaction with the work of local authorities, the
population gives an assessment of “rather bad”
on average.

Thus, the social tension in Omsk is caused
by a number of social and economic problems
and dissatisfaction with the work of local au-
thorities. However, as a hypothesis, social ten-
sion in Omsk can be attributed to the latent
stage.

It is worth noting that there are some
deep problems of collecting and processing
information of the survey developed by the

-525-



Evgeny A. Kapoguzov, Roman I. Chupin... Social Tension Factors: Estimation and Analysis Issues...

Omsk Regional Center on Public Relations.
The database contains a large number of
omissions about the most significant issues.
The authors of the present paper faced diffi-
culties asking respondents to rank “significant
problems” where they had to select five issues
from the list of twenty and mark them in or-
der of importance. Most respondents did not
mark the required number of important issues.
The results are also distorted by the fact that
this question is preceded by its open version,
where some respondents started listing prob-
lems without relying on the list, while others
selected problems from the list and supple-
mented their own variants. First of all, the
information that was collected by the open
question cannot be structured or correlated
with the proposed list. But the main diffi-
culty is that the respondents often think that
the problem has already been identified and
do not mention it in the following questions,
where they need to select problems from the
list. If they mention the problem in an open
question, which is close in meaning to the one
on the list, they do not repeat it. In addition
to that, the respondents’ attention is scattered
with a large number of options, and a respon-
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References to the positive Norwegian
experience are very common in the domestic
Russian debate on oil and gas policies. Charac-
teristically enough, this experience is praised
by politicians of both the right and the left
wings, who tend each to single out some spe-
cific features.

The recent initiatives by Deputy Prime
Minister Yury Trutnev are a good example. In
a letter sent to President Vladimir Putin in Oc-
tober 2019, he called for a more active develop-
ment of the Russian Arctic shelf, which under
the present Russian law is only allowed to gov-
ernment-owned companies with no less than
five years of experience in continental shelf
operations. This legal clause essentially lim-
its the access to the Arctic shelf to merely two
state companies, Gazprom and Rosneft, which
already hold licenses for some 85 per cent of
its total area. Mr. Trutnev advocated the use of
the Norwegian model, claiming that the nation-
al oil company gets only 30 per cent of each
project there, while the rest belongs to private
Norwegian and foreign companies (Podobedo-
va, Dergachev, 2019).

It is clear, however, that any national busi-
ness environment has developed within a given
economic, social and institutional framework,
which is often country specific and may not be
transferred efficiently piece by piece into oth-
er countries. Russia has experienced this re-
peatedly, most recently by introducing liberal
monetarism inspired by the IMF and Western
consultants.

This article aims to give a general outline
of the Norwegian petroleum model against a
broader historical background, from the view-
point of its applicability in the respective Rus-
sian context.

Evolution of the Norwegian model

First of all, the Norwegian petroleum
model is not static. It has been developing over
nearly six decades, together with the industry
itself, and has gone through several distinct
stages where it faced shifting policy goals.

Its history started in late 1962, when
Phillips Petroleum, an American oil compa-
ny, requested a monopoly right to explore and
develop the Norwegian continental shelf. This

application represented a major challenge to
Norway which possessed zero experience in
the industry, while it still remained unclear
whether or not there were any resources there.
However, within a short time range, the Nor-
wegian authorities managed to make several
principal decisions laying the cornerstones of
their future oil and gas model. In 1963, the state
was declared the owner of all seabed resources,
with the aim of using these for the benefit of the
whole people. Norway joined swiftly the 1959
Hague Convention on Continental Shelf and
agreed on delimitation of the North Sea shelf
south of 62°N. Exploration and development
were allowed in the whole of this area in 1965,
when several dozen blocks were licensed for
the first time to a handful of global companies.

From the early days, the Norwegian au-
thorities pursued a cautious approach to shelf
development and relied on strong national con-
trol. Among others, they rejected the idea of
introducing license auctions (like in the UK
shelf) to avoid speculative investments (Gothe,
1988).

The unique Ekofisk oilfield was discov-
ered in late December 1969 and commissioned
in 1971. Just four years later Norway already
turned into a net exporter of oil. The authorities
realized that the process was creating both new
opportunities and new risks.

The turning point came in 1972, when
Norway first charted its oil and gas policy,
established a 100% state-owned oil company,
Statoil, and the key government agency, the
Norwegian Petroleum Directorate. The subse-
quent period through the end of the 20" centu-
ry was marked by a rapid buildup of national
petroleum extraction and service capabilities,
supported by deliberate protectionist policies
by the government. The administrative mech-
anism was being shaped in parallel, which re-
sulted in 1985 and 1996 in the adoption of the
first and the second (still valid) editions of the
basic Petroleum Act, respectively. The oil and
gas production was growing rapidly, by the ear-
ly 1980s they already stood for over one half
of the national commodity exports. Norway
turned into a major supplier of fossil fuels to the
European market and the leading producer of
gravity based concrete offshore platforms. The
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trade balance and public revenues improved
dramatically and the nation witnessed, for the
first time ever, a lasting budgetary surplus.

The government set a political aim of
maintaining the petroleum production with-
in 90 million tons oil equivalent (mtoe), al-
though it turned out difficult due to the many
‘pro-drilling’ interests involved.

Meanwhile, the petroleum industry still
consisted of a limited number of players ex-
ploiting predominantly the national resource
base, first and foremost in the southern part of
the North Sea, which became increasingly de-
pleted. The industry moved northwards slow-
ly, exploratory drilling in the Norwegian Sea
started in 1981 and in the Barents Sea in 1987.

In the early 2000s, Norwegian petroleum
policies underwent major changes. The govern-
ment had serious concerns that upstream pro-
duction in Norway was about to peak, so it set
the dual policy goal of extending the nation’s
oil age and expanding its worldwide opera-
tions. While in the 20" century the consecutive
Norwegian governments tried to limit the pe-
troleum production, now they do their utmost
to maintain it by enhancing competition, de-
velopment of marginal fields and increasing oil
recovery ratios. This policy remains true also
today, despite the very strong climatic focus on
low carbon transition and renewable energy.

The key feature of active government

The Norwegian oil and gas model oper-
ates in a specific institutional context, which
includes strong communal traditions of soli-
darity and mutual support, Lutheran respect to
hard work, a powerful and transparent public
administration, and an influential civil society.

This system includes several key elements,
which are closely interrelated and should be re-
garded as a whole. These include, among other:

* public property right for all resources
of the Norwegian continental shelf, which are
supposed to benefit the whole nation;

* a flexible administrative licensing sys-
tem, whereby a license is issued to a group of
investors by the competent public authority
(the Norwegian Petroleum Directorate), while
license holders are entitled to sell their stake to
another companies later on,

* prequalification of investors who are
willing to work in the Norwegian continental
shelf, which serves as a filter against non-seri-
ous profit seekers,

* a national petroleum company (Statoil,
renamed Equinor in 2018) receiving majority
stakes in all blocks ever since it was established
in 1972,

* stringent health, safety and environment
(HSE) regulations, which are pursued rigorous-
ly by the respective government agencies,

* a non-discriminatory, but high taxation
of oil companies,

* a deliberate policy to develop the do-
mestic research, education and industry base to
serve the oil and gas complex, thus creating a
diversified nationwide cluster,

* a sovereign wealth fund to accumulate
and sterilize the public oil revenues (which be-
came the sole piece of the Norwegian experi-
ence to be introduced in Russia in full, when
the Stabilization Fund was established).

This list demonstrates the core role played
by the Norwegian state, in several capacities.

First, as a public power representing the
national interest, it is in charge of resource
management, including notably regional geo-
logical surveys, resource appraisals, licensing
and supervising the companies’ compliance.
The key powers, like enacting petroleum legis-
lation, opening new shelf areas for exploration
and development, and approving the Plans for
Development and Operation for each oil and
gas field, are reserved for the Storting (Parlia-
ment), as the supreme elected representative
body.

Second, the government sets the regulato-
ry framework, both for the petroleum industry
and the related supply businesses. Norway has
always welcomed foreign investments, but sub-
ject to tight public control to ensure budgetary
revenues, technology transfer, development of
national capabilities both off- and on-shore,
and high HSE standards.

Third, as a fiscal authority, the state cap-
tures a large portion of the oil rental revenues.
The government take has always been extreme-
ly high, up to 85% (now 78%) of net corporate
income. This is well in line with the Norwegian
social democratic traditions of a powerful pa-
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ternalist state, which redistributes some 60% of
the GDP through the state budget.

Fourth, the Norwegian state is also in-
volved in the oil business as such through the
state-owned enterprises.

It is noteworthy that such approach is in
strict contradiction to the liberal economic
model pursued by the Russian governments
ever since the breakup of the Soviet Union and
the start of the economic reforms in early 1992.

State petroleum company:
up the steep learning curve

Statoil was established as a key tool for
developing national petroleum competence.
To the favor of the Norwegians, they acknowl-
edged from the outset that they had to master a
brand new business, and they have always been
willing to acquire new knowledge and experi-
ence. Thus, the history of Statoil/Equinor may
be roughly summed up as follows:

1972-1985 — learning the basics of oil and
gas business with a strong governmental back-
ing. The principal method was ‘learning by
doing’. Statoil received 50% or more of stakes
in all offshore licenses granted, but it acted as
a so-called carried partner: its portion of in-
vestments was covered by the license partners,
while it received its share of any revenues. In
this respect, Statoil enjoyed preferential treat-
ment even compared to Norsk Hydro, a large
fertilizer and aluminum producer, which also
entered the oil business in the 1960s. The state
held nearly 50% of its shares, but it had to do
everything at its own cost and risk. (Skjeldal,
Berge, 2009).

1985-2001 — raising to the national cham-
pion. During the period, Statoil, as well as
Hydro, acquired high-level competence in pe-
troleum geology, exploration, development,
and operations, with a strong focus on Nor-
wegian continental shelf. The companies got
unmatched practical experience in offshore
operations under harsh climatic conditions and
started their first, rather modest, international
operations.

2001-around 2015 — consolidating nation-
al oil business, learning international manage-
ment, pioneering Arctic offshore operations.
Statoil was partly privatized, starting with

2001, and entered listings at the New York and
Oslo Stock Exchanges, to make its operations
more market-minded.

In 2007, it merged with (although, in prac-
tical terms, rather acquired) Hydro’s oil busi-
ness. Soon before the merger, Hydro and Sta-
toil had delivered strategic field developments
(Ormen Lange and Snehvit) positioning them-
selves in the forefront of seabed completion
globally. Snehvit, despite its numerous prob-
lems, was of special importance as the first-ev-
er development offshore Barents Sea and the
only LNG plant in Europe, which applied a
unique, proprietary liquefaction technology
(the Statoil-Linde process).

The united company also rapidly expand-
ed its international portfolio and has now ex-
ploration and production assets in 35 countries
around the globe. The growing public exposure
and overseas operations dramatically trans-
formed Statoil into a streamlined corporation
with little bureaucracy. It became compatible
to international majors in terms of corporate
governance, project management, and financial
engineering.

2015-now — transforming towards a di-
versified energy company, assuring global
technological leadership in northern and Arc-
tic offshore operations, pioneering low-carbon
transition, transferring petroleum technologies
and skills to other businesses.

Under the present day climate agenda,
oil and gas are no longer ‘trendy’ in Norway.
Characteristically, Statoil itself asked its share-
holders to rename it into Equinor in 2018, get-
ting rid of connotations with both petroleum
and the state. Indeed, the company remains
committed to oil and gas business and has
completed a number of cutting-edge projects,
both in the North Sea and the Arctic shelf, like
Aasta Hansteen-Polarled (2018), Johan Sver-
drup (2020) or Johan Castberg (to be launched
in 2024). However, the main public focus today
is made on cutting the carbon footprint of the
oil and gas projects and developing clean ener-
gy solutions like wind and solar power. In the
renewables, Equinor is also counting on inno-
vations and technological leadership.

For natural reasons, this ‘learning curve’
of Statoil/Equinor correlates closely with the
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above-mentioned evolution of the Norwegian
oil and gas model as a whole.

The government has also been involved in
a continuous learning process as a responsible
owner of Statoil. The overall trend has been to
allow the company an ever growing indepen-
dence and market orientation. Since 2004, its
CEOs (Helge Lund and Eldar Setre) have not
been former Labor Party functionaries, but
skilled managers appointed for their profes-
sional merits.

There is an ongoing discussion in Nor-
way, like in Russia, to which extend Equinor,
the by far dominant national company, obeys
instructions of the government or pursues its
own interest (Krivorotov, Finger, 2019). How-
ever, the Norwegian state has always made a
clear distinction between its roles as the owner
of subsoil petroleum resources and the oil com-
pany owner. Although Statoil/Equinor enjoys
preferential treatment in the license awards,
it is also subject to a close public scrutiny in
terms of compliance with license conditions,
HSE requirements, local content performance
etc. Both the company and the government
itself came under a harsh criticism from var-
ious agencies and NGOs in 2010-2013 for the
failed project within carbon capture and stor-
age, which had received heavy budgetary sub-
sidizing as a flagship effort in the Norwegian
climate policy. The company’s position is also
challenged by competitors, which are deliber-
ately encouraged by the government. This dif-
fers the Norwegian case from contemporary
Russia, where the state seemingly trusts state-
owned companies to run whole industries.

Characteristically enough, the above
initiatives by Deputy Prime Minister Yury
Trutnev on introducing the Norwegian model
in the Russian Arctic have resulted in a draft
law on State Corporation Rosshelf, tabled for
discussion in the very end of 2019. Accord-
ing to the draft, this new institution is going
to issue licenses in the Arctic and Far Eastern
shelf, to monitor the implementation, as well as
to participate with 30% stakes in all licenses
as a commercial entity (Draft Federal Law...,
2019). It would thus be responsible both for the
resource management and the use of resources,
essentially supervising itself. This is unthink-

able in Norway, where the two functions are
divided strictly between the Petroleum Direc-
torate and Equinor.

Private investors and active government:
striking a balance of interests

International oil giants, who tend to follow
their own rules all over the world, discovered
early on that in Norway they could not ignore
(or simply bribe) the authorities and lobby their
decisions freely. The Norwegians have for de-
cades demonstrated a strong political will and
pursued long-term strategic goals, which have
generally stretched beyond the industry as
such.

Meanwhile, the Norwegian state has
avoided arbitrary behavior, but instead prac-
ticed a broad outreach to investors: the legal
and policy framework is tough, but not too
stringent to make Norway unattractive. The
Scandinavian tradition of mutual respect and
fair compromises has definitely played an im-
portant role in framing the national petroleum
investment regime.

In a slightly simplistic way, one may say
that an investor evaluates any project, first of
all, by comparing the expected return on invest-
ments, usually the IRR, and the related risks. If
this ratio is marginal (which is very often the
case in Norwegian, as well as in Russian petro-
leum industry), the government may stimulate
investments in two principal ways. The first
one is to increase the investor’s return through
subsidizing, tax reliefs, etc., while maintaining
the level of business risks. The other one is not
to use financial levers, but in turn reduce the
investor’s risks by enhancing the investment
climate, spreading information, developing the
infrastructure, etc.

In Norway, the authorities have tradition-
ally stuck to the second option. The exceed-
ingly high government take is compensated by
the nation’s political stability, transparent pre-
dictable legislation, massive geological surveys
(done among other by government agencies),
strong law enforcement, and short distances to
European markets.

There are also several channels and con-
tact spots facilitating regular interaction be-
tween the government and companies. For ex-
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ample, in 2001, the Ministry of Oil and Energy
initiated a joint discussion forum, Oil and gas
for the 21st century (OG21) involving govern-
ment agencies, business and researchers. OG21
develops technology strategies which are up-
dated once every five years (last time in 2016).

The broad national consensus on petro-
leum policies has also contributed to making
Norway attractive for international compa-
nies. Indeed, there are lasting ‘hot political
potatoes’ like the scope of public involvement
in the oil business or the 2001 moratorium on
petroleum exploration off the fish-rich Lofoten
and Vesterdlen islands. In general, however,
Norwegian politicians tend to think long-term
and seek compromises across the party lines on
issues of national importance, especially those
involving foreign relations. Thanks to that, the
numerous cabinet shifts over the decades were
not affecting the oil companies’ operating con-
ditions significantly.

The principles of the Norwegian petro-
leum taxation are universal and non-discrim-
inatory. No individual tax reliefs have ever
been granted, except for the above mentioned
groundbreaking Snehvit project. The case of
Norway thus stands in a sharp contrast to the
popular Russian belief that investors, either
foreign or domestic, need tax incentives to in-
vest in marginal fields. Unlike in Russia or the
UK, oil companies in Norway did not plea to
have their tax burden reduced even after the
dramatic oil price falls in 2008 and 2014.

Such impartial tax enforcement has also
strong practical effects on the state company’s
behavior. If Statoil/Equinor faces a complicat-
ed field, it would increase its R&D efforts to
make it viable. The big Johan Castberg oilfield
offshore Barents Sea is a good example: once
Statoil was appointed its operator, it changed
the technical concept and managed to cut the
development costs by half and the breakeven
oil price from $80/barrel to $35/barrel within
a few years (Statoil 2017). In Russia, a large
petroleum company (be it state-owned Ros-
neft, Gazprom, or private Novatek) would in
a similar situation apply to the government for
earmarked tax reliefs. As a result, Equinor is
an acknowledged technological leader in the
Norwegian shelf and globally, creating strong

ripple effects for the national supply industry
as well. Meanwhile, the Russian mineral re-
sources complex, including notably oil and
gas industry as its backbone component, lags
behind other Russian industries in innovative
activities, while Russia underperforms as a
whole, compared to other nations (Kryukov,
Tokarev, 2019).

Trust to civil servants
as a macroeconomic asset

By acquiring an active regulatory role, the
Norwegian state has also undertaken heavy
administrative duties. Indeed, it is much easier
to charge the Russian petroleum extraction tax
at a flat rate than to define a fair oil price for
each field on a quarterly basis, like the Norwe-
gian Petroleum Price Board does to calculate
taxable operating income. A Norwegian licens-
ing round, whereby each license is split by the
Petroleum Directorate according to the compa-
nies’ proposals and potential, is a much more
sophisticated (and subjective) procedure than a
simple lease auction.

This implies an active and creative role of
the civil servants — unlike Russia, where public
employees are, for obvious reasons, regarded
as potentially corrupt, and the human factor in
administrative procedures is deliberately re-
duced.

Characteristic features of the Norwegian
petroleum bureaucracy include high qualifi-
cation, willingness to learn, patriotism and
virtually zero corruption. The latter tradition,
founded in the very early days of the country’s
oil policy by Jens Evensen, its main architect, is
of crucial importance, as it gives the necessary
confidence to the state, the investors and the
broad public. For example, despite the closed-
door nature of the licensing rounds, companies
have never challenged their results, as they
trust the impartial award procedure.

The high professionalism of the civil
servants has also allowed the public decision
makers to implement various policies with-
out amending the formal rules. In accordance
with the valid political guidelines, state agen-
cies could either restrict or ease up the access
of smaller companies to the continental shelf,
either limit or stimulate upstream production.
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The large public stake in each license (either
directly or through Equinor) is equally not stip-
ulated in law. There is no doubt that such sys-
tem is much more flexible and adaptable than
the one based on heavy, impersonalized proce-
dures and very detailed legislation, which has
to be amended every time.

Why just the shelf?

It is also noteworthy, that while Norway
has offshore oil resources only, its experience
is equally relevant to the Russian onshore, as
well. For example, the North Sea has a number
of common features with Western Siberia, as
both provinces have entered into the maturity
stage. They are well developed, with lots of in-
frastructure in place and well known regional
geology. However, many of the existing fields
are now heavily depleted, new big finds being
unlikely. Both provinces require badly an in-
flux of new technological and organizational
innovations in order to extend the life cycles of
the fields, enhance the oil recovery ratios and
eventually develop non-conventional resourc-
es.

The Norwegian authorities reacted to this
challenge by adjusting their policies to promote
competition and diversity of actors. Since 2000,
a total of 122 domestic and foreign oil compa-
nies have been prequalified by the Petroleum
Directorate to work and operate offshore fields,
therein 30 in the boom years 2006 and 2007.
Many of these were small or medium-sized
high-tech startups (so-called mosquitoes), will-
ing to develop small reservoirs or mature fields
in the tail phase, which are of less interest for
the big players. The government introduced a
simplified fast-track procedure to issue clear-
ances for development of minor deposits, often
done by subsea tie-backs to the existing infra-
structure.

Statoil disapproved publicly of this devel-
opment. Helge Lund, the then CEO, criticized
the authorities harshly in 2008, stating that the
‘mosquitoes’ could not maintain production
and geological exploration under crisis, as they
did not possess necessary financial strength.
Nevertheless, the smaller companies did play
an important role in reversing the fall in pe-
troleum production. They helped monetize or

extend life cycles of several fields making NCS
more competitive. Lundin Norway, a Swed-
ish medium-size independent producer, even
outclassed Statoil by making a major find in a
North Sea block Statoil had abandoned.

The massive development and introduc-
tion of new technologies has helped to revert
the fate of many old fields in the Norwegian
sector of the North Sea. Their actual produc-
tion profiles are well above the planned curves,
with the average nationwide oil recovery ra-
tio exceeding 50%. Challenged by the smaller
competitors, Statoil surprisingly decided not to
abandon the famous Ekofisk field and to extend
its lifecycle beyond its present license term of
2028.

A diversity of actors is equally badly
needed in Russia. With the oil recovery ratio
in new Russian fields not exceeding 30%, the
country has an enormous potential of increas-
ing the domestic oil production in the mature
areas, making an efficient use of the existing
infrastructure. The state-owned majors alone
lack the required incentives to introduce in-
novations. A variety of big, medium-sized and
small businesses, each one with its own tech-
nological profile and strengths, would help uti-
lize the resources better, introducing advanced
oilfield technologies and giving rise to R&D
efforts and new service industries (Shafranik,
Kryukov, 2016).

Conclusion

As our analysis shows, the high efficiency
of the Norwegian model is based on a number
of principles, which are rather alien to contem-
porary Russia. These include a massive gov-
ernmental intervention, predominant use of
non-fiscal incentives, a vigorous bureaucracy,
the government’s ‘trust but verify’ relation to
the state oil company, active industrial policies
in regard of both the petroleum industry and
the supply branches, etc.

Attempts to acquire certain pieces of the
Norwegian model ignoring this context may
bring about opposite effects. For example, the
proposed Rosshelf corporation, a monopolist
free for any public supervision, would easily
tend to become a mere subsoil rentier, hold-
ing minority positions in all offshore projects,
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cashing in revenues and having little motiva-
tion to learn the business or improve its per-
formance.

This being said, the Norwegian experience
is definitely interesting and highly relevant for
Russia, given a number of similar challenges
and common traditions. The Russian energy
policies require a major overhaul badly in order
to harmonize public and private interests, to fa-
cilitate a massive modernization of the indus-
try, and to spur innovations generating major
spin-offs for national research and engineering.
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Introduction

The problem of the enclaves of wealth
hardly connected with the rest of the nation-
al economy was introduced by J. Stiglitz as
a part of the dual enclave economy concept
(Stiglitz, 2002). He noted that incorporation of
the emerging market countries into the global
economy did not result in their integrated de-
velopment, but caused the emergence of the en-
claves of wealth. These enclaves of wealth were
mainly represented by the export enterprises
controlled by foreign capital and privileged lo-
cal business entities, practically disconnected
from the rest of the economy. As a rule, these
enclaves of wealth are represented by the re-
source exporting sector (mainly natural and
mineral resources). The author emphasized the
fact that these enclaves of wealth do not create
incentives for the modernization of the other
sectors of the national economy, but they serve
as a source of financial resources for the public
programs for implementation of the projects in-
tended to develop other sectors of the economy
and invest in human capital and social infra-
structure. At the same time, the question about
the methods and results of attracting and using
these financial resources by the state remains
open.

The distinctive feature of modern Russia
making it different from the other countries
with emerging markets is in the following:

1. Enclaves of wealth are controlled by
the national state-owned companies, private
companies and business groups affiliated with
the state, but not by multinationals (Pappe,
2000; Pappe, Galukhina, 2009). This fact
makes a direct impact on the employed ways of
collecting and using the resources for the im-
plementation of the development project initi-
ated by the state.

2. The resource exporting enclaves
of wealth are incorporated into a specif-
ic system distinguished with a complicated
interweaving of the horizontal added value
chains and the vertical chains of value redis-
tribution. The centralized redistribution of
financial resources creates some additional
enclaves of wealth, defined as secondary and
tertiary concerning the primary resource ex-
porting enclaves of wealth.

This article discusses the institutional
foundations of the system built in the context
of the economic fragmentation and politi-
cal-administrative centralization. As a result,
the Russian economy does not emerge as an in-
tegrated market economy but appears as a frag-
mented economic space. The central element of
a fragmented economic space is the pyramid
of primary, secondary and tertiary enclaves of
wealth. At the same time, the rest of the econ-
omy operates in the survival mode, having no
sufficient economic and/or political resources
to support its competitiveness and sustainable
development capacity.

Theoretical framework

The study develops the approaches that
formed the basics of the J. Stiglitz concept of
enclave dual economy. The approaches of J.
Stiglitz are integrated with the models based
on the new political economy. In contrast to the
basic models of the public choice theory (Bu-
chanan, Brennan, 2008), the political markets
are studied in the broad sense, and various dis-
crete structural alternatives of their organiza-
tion are highlighted (Williamson, 1991; Levin,
2014; Levin, Sablin, 2018). From our point of
view, considering the institutional system of
Russia from the position of an inextricable rela-
tionship between economic and political insti-
tutions, a spectrum of discrete structural alter-
natives should be also taken into account. The
factors determining the choice between these
discrete structural alternatives are set by the
fact of previous historical development (path
dependence). The widely recognized features
of the existing institutional system of Russia
are the following: the coalescence of economy
and politics; limited political and economic
competition; the key role of state-owned com-
panies and private business groups and com-
panies affiliated with the state in the economy;
vertical power structure with the federal centre
enforcing the political and economic control
over the regions.

In this regard, the question that aris-
es is the objective economic foundations of
the existing institutional system of Russia,
its main elements, limitations and develop-
ment prospects. From our point of view, this
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system is based on a historically determined
relationship between the resource-industrial
structure of the economy and the institutional
organization of the economy and society. This
means that the existing institutional system of
Russia implies a certain type of relationship
between the economy and the politics, the co-
alescence and limited real autonomy of these
subsystems of society. The path dependence
(Arthur, 1994; David, 2007) is revealed in the
formed system of interactions between the
resource-industrial and the political-econom-
ic structures of Russian society. This system
forms the basic parameters of the institutional
organization and creates a set of constraints
for implementation of the economic modern-
ization projects. Moreover, these constraints
are quite strict. This means that, if the ob-
jective constraints are not taken into account
when implementing any institutional projects,
the lock-in effect is clearly revealed, return-
ing the institutional system to the historically
given development path. This fact was obvi-
ous during the post-Soviet economic and so-
cial development. The institutional project,
implemented since the early 1990-s, was fo-
cused on the separation of economy and pol-
itics, development of economic and political
competition, as well as shaping a market-type
institution system in the economy and creat-
ing political democracy. However, it resulted
in the transformation of the Soviet system of
administrative markets (Kordonskiy, 2006)
into the system based on the dominance of the
hybrid political-administrative market. With-
in this system, the coalescence of economy
and politics was revived in a new form, and
instead of separating private and public prop-
erty, a hybrid system of real residual proper-
ty rights was made up (Grossman and Hart,
1986; Levin, Sablin, Kagan, 2017).

Statement of the problem

The pyramid of the enclaves of wealth is
formed as the Russian economy and society
are developing between the poles of econom-
ic fragmentation and political-administrative
centralization. Combined, the transformation
of the domestic market and the integration of
the economy into global markets caused the

competitiveness of a narrow group of indus-
tries and companies within the resource ex-
porting sector. This resulted in the lack of a
domestic integrated and self-regulatory system
of competitive markets for resources, goods
and services in modern Russia. Therefore, the
economic markets in Russia are disintegrated.
Russian companies and business-groups com-
pete on segregated global and domestic mar-
kets.

In these conditions, the economy and
society in the country are integrated by the
political-administrative market. In Russia, an
integrated political-administrative market of
centralized type has developed, with the rul-
ing group being the ultimate source of the po-
litical resource. At the same time, within the
framework of the unified vertical of power,
some administrative, and, to a lesser extent,
political bargaining takes place. The domestic
business is incorporated into various levels of
this vertical of power. As a result, the disinte-
grated economic markets in Russia are inter-
woven with the centralized and integrated po-
litical-administrative market. The relationship
between the actors of these markets develops
in two ways. Firstly, the availability of an indi-
vidual political resource within the vertical of
power is a factor for access to the most signif-
icant economic resources that determine the
competitiveness of Russian companies, both
on domestic and global economic markets.
Secondly, in many cases, the actors of the po-
litical-administrative market either substitute
the actors of the economic markets acting as
the main “consumers” of goods and services
of the domestic companies directly, or they
determine the range of solvent “consumers”
through the mechanisms of redistribution and
centralization of revenues in favour of certain
social groups and territories. Based on the po-
sition in this system, the authors of the article
identify primary, secondary and tertiary en-
claves of wealth.

Methods

To identify and characterize the enclaves
of wealth, the tools of the global value chains
(GVC) concept (Humphrey, Schmitz, 2001;
Gereffi, Humphrey, Sturgeon, 2005) are used.
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This approach is adjusted to the presence of
the centralized vertical chains of value redis-
tribution within the vertical of power besides
the horizontal value chains. In the context of
this approach, Russian entrepreneurs are seen
as actors that bring their interests into practice
in the interwoven political-administrative and
economic markets. At the same time, the po-
litical resource provided by the access to the
political-administrative market, on the one
hand, acts as a source of competitive advan-
tages in economic markets, and, on the other
hand, involves entrepreneurs taking a wide
range of quasi-public obligations in the form of
quasi-fiscal payments including quasi-tax fees
and organized sponsorship (Levin, Kurbatova,
2011).

The authors also use a qualitative ap-
proach that involves conceptualization and
comprehensive analysis of the problems of the
formation and development of the enclaves of
wealth in today’s Russian economy.

Discussion

The basis of the Russian economy is
formed by the resource exporting sector,
which is the key source of revenues scraped
from the global economic markets. As a re-
sult, Russian business groups and companies
of this sector are the ones to form the primary
enclaves of wealth. In this case, the access to
the political-administrative market and avail-
ability of individual political resource allows
them to monopolize the access to natural and
mineral resources and establish favourable
(preferable) individual conditions for the use
of such. They sell their raw material products
on the global economic markets being an im-
portant source of technologies and financial
resources, especially in the context of today’s
sanctions.

The primary enclaves of wealth are en-
terprises, competitive on the global economic
markets, representing mineral extraction and
production industries manufacturing unfin-
ished goods, controlled by the state-owned
companies and state-affiliated private compa-
nies holding the significant political resourc-
es. These enclaves of wealth form the flows
of income being the main source of profits for

large businesses, as well as a source of fiscal
and quasi-fiscal payments for the state. At the
same time, the owners of these business groups
take on quasi-public obligations to finance de-
velopment projects in exchange for the politi-
cal resource. At the moment, it is the financing
system for national projects. The companies
directly controlled by the state carry out most
of the quasi-public obligations. For instance,
in the year 2018, “Rosneft” Russian oil com-
pany implemented an extensive set of social
programs including housing and mortgage
lending, private pension programs, as well as
improvement of the working and leisure condi-
tions (Rosneft Annual Report, 2018). Taking up
additional quasi-public obligations, “Rosneft”
enjoys additional benefits from the state for the
development of new hydrocarbon deposits in
the shelf of the Arctic, Far Eastern and South-
ern Seas of Russia (Shel’ fovye proekty, 2019),
therefore increasing the commercial efficiency
of “Rosneft”.

Thus, the specificity of the position oc-
cupied by the domestic business groups that
control the primary enclaves of wealth is a
combination of exclusive advantages obtained
due to their high position within the verti-
cal of power with a rather strong competitive
pressure within the global economy. In many
cases, this creates quite powerful incentives
for the modernization of the export-oriented
resource industry. An example of such is a seri-
ous success in the technological modernization
of the metallurgical (Gorbunov, 2013) and coal
industries. Assessing the situation in the coal
industry in Kuzbass, the head of one of the re-
gional administration departments comments
on it as follows: “Let’s take the coal industry.
In recent years, labour productivity in the
coal industry of our country has significantly
increased. You know that many coal industry
enterprises are closing down today, and others
are opening and modernizing. Compared to the
Soviet years, the number of people employed in
the coal industry has dropped by three times.
At the same time, for example, the volume of
211 million tons was mined last year. In Soviet
times, they dreamed of achieving the milestone
of 160 million tons with a much larger number
of employees. Now, the lion’s share of this coal
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is being refined. In this sense, productivity in-
evitably increases” (Levin, Sablin, 2017: 43).

Business groups that control the primary
enclaves of wealth do not only carry quasi-pub-
lic obligations but also centralize revenues,
redistributing them in favour of the central re-
gions, primarily Moscow and St. Petersburg. It
results in the development of high-margin con-
sumer markets, serving as the economic basis
for the emergence of the secondary (industrial)
enclaves of wealth. At the same time, public
funds are also concentrated in the centre. In
this sense, we can speak of two interwoven
chains of vertical value redistribution in favour
of political-administrative and economic actors
that occupy higher positions in the vertical of
power.

The secondary (industrial) enclaves of
wealth are sets of “semi-knocked down” (SKD)
enterprises that serve as high-margin demand
actors, generating their revenues due to the
high status (direct or indirect) in the vertical
of power. The high status opens access to the
redistribution of value, created within the pri-
mary enclaves of wealth.

The most vivid example of a secondary in-
dustrial enclave of wealth is the development
of the Kaluga regional economy. It became the
benchmark of the region, whose authorities
managed to build a balanced system of devel-
opmental institutions that ensured the imple-
mentation of large-scale investment projects in
the manufacturing industry. At the first stage,
the most significant success was associated
with attracting foreign investments in the car
assembly plants (“poorly diversified SKD”). In
the future, it became possible to significantly
diversify the sectoral structure of investments
and increase the role of domestic investors
(Skorobogaty, 2016). However, this enclave
of wealth is still dependent on the injections
of foreign technologies and investments. This
makes it vulnerable in the face of the sanctions’
pressure on the Russian economy.

The employment of political resources
in the formation of such enclaves of wealth is
closest to the practices of other foreign coun-
tries with emerging markets. The use of such
new industrial policy tools may be demonstrat-
ed with the case of the Kaluga Oblast. Based

on the incentives for car assembly plants ini-
tiated at the federal level, the regional author-
ities agreed with large foreign (and domestic)
companies to implement a development project
on transferring a part of the global horizontal
value chain of the automotive industry to the
region. The individual political resource of the
regional authorities was used to gain support
for this project from the federal authorities and
developmental institutions. The enterprises in-
cluded in this enclave of wealth mainly operate
in the competitive domestic consumer markets.
At the same time, the dynamics of demand in
these markets depends on the state of the pri-
mary enclaves of wealth and the effect of verti-
cal chains of value redistribution.

Having been put into practice, the public
programs aimed at stimulating the develop-
ment of innovations (Strategiia innovatsion-
nogo razvitiia RF..., 2011) and reforming the
scientific and educational complex of the Rus-
sian Federation (Proekt povysheniia konkuren-
tosposobnosti..., 2012) caused the emergence
of the tertiary (innovation and scientific-edu-
cational) enclaves of wealth. The most vivid
examples are Skolkovo Research and Tech-
nology Centre and the Higher School of Eco-
nomics (HSE). In this regard, it is necessary to
highlight the paradox of the innovation devel-
opment policy in modern Russia. Innovations
were declared to be the main way of avoiding
the resource exporting dependence and transit-
ing to the “knowledge economy”. However, the
analysis shows that such structures as Skolko-
vo and HSE are the enclaves of wealth that are
the most dependent on political-administrative
market and the least focused on gaining com-
petitive advantages in economic markets (at the
level of real actions, not public declarations).
The tertiary enclaves of wealth are dependent
on the vertical chains of value redistribution in
two ways.

Firstly, the establishment of such required
large injections of public funds to give them
access to the necessary resources includ-
ing human capital. For example, in the years
2013-2015 Skolkovo Research and Technol-
ogy Centre spent on its activities 65.5 billion
roubles from the state budget (O rezul'tatakh
kontrol’nogo..., 2016). HSE received an addi-
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tional investment of 860 956 thousand roubles
according to the Order of the Government of
the Russian Federation in the year 2019 under
the “Program 5-100" (Rasporiazhenie Pravi-
tel’stva Rossiyskoy..., 2019).

Secondly, it is the state that acts as the
main “consumer” of the R&D, educational and
expert services these structures create. They
act mainly as suppliers of innovation, scien-
tific and educational “semi-finished products”
for the global innovation and scientific-educa-
tional sector (i.e. subcontractors of global inno-
vative companies, undergraduates and doctor-
al students for universities in Europe and the
USA, junior partners in international scientific
networks).

At the same time, the preservation of even
such competitive positions on the global eco-
nomic markets seems to be very problematic
without constant injections of public funds.
The senior managers of these structures are
well aware of this fact. In this regard, the as-
sessment of the situation given by V. Kasama-
ra, the HSE Vice-Rector, is a vivid example.
Commenting on the statements about the need
to preserve the university’s autonomy from the
state, she clearly expressed the position of the
HSE leadership: “You know, to me, it seems to
be somewhat childish to say that, keeping in
mind that the HSE is a university under the
Government of the Russian Federation and
the Government is the founder of the HSE. We
work with the Government and for the Govern-
ment, and we are one of the consultants of the
Government, but we are also the consultants
for the other executive bodies and the Presi-
dential Administration. It is very strange to
oppose us” (Kasamara o slovakh Egora Zhu-
kova pro sviaz..., 2019). These statements are
true to life. HSE is funded not by hypothetical
taxpayers acting in an ideal contract state (Bu-
chanan, 1975), but by the ruling group. At the
same time, being the top of the vertical chains
of the value redistribution, the tertiary enclaves
of wealth crown this pyramid.
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Introduction

The fiscal sustainability of a country or re-
gion is a guarantee of timely and uninterrupted
supply of public goods to the population, which,
in turn, affects the growth of labor productiv-
ity and improving people’s living standards. It
also affects the long-term stability of the public
debt. Fiscal sustainability of a particular terri-
torial entity depends on the characteristics of
its fiscal policy and the quality of administra-
tion of budget revenues and expenditures, as
well as on the sectoral structure of economy,
the degree of economic openness, etc.

The sustainability of regional budget reve-
nues, which is the subject of this paper, is an es-
sential component of overall fiscal sustainabil-
ity. The purpose of this research is to clarify
the concept of sustainability of regional budget
revenues, improve approaches to its assessment
and test them on data from Russian regions.

Literature Review

Economists do not have a unanimous opin-
ion on what fiscal sustainability of a country
or region is. Most scientists believe that fiscal
sustainability is the ability of the public sector
to meet its financial obligations (Bohn, 2008).
Some of them suggest that the concept of fiscal
sustainability cover two areas: budget balance
and accumulated debt (Andryakov, 2017: 35).
Others (Klimanov, Kazakova, Mikhaylova,
2018) analyze different approaches to deter-
mining the sustainability of territorial entities
and the factors that ensure it. Meanwhile, all
researchers recognize that budget revenues are
a key component of overall fiscal sustainability.

Our research is based on two groups of
studies related to our topic.

The first group embraces works devoted
to assessment of the overall sustainability of
regional economies. Various scholars proposed
a number of methods for calculating the com-
posite index of sustainable development, based
on arithmetic, geometric or entropy generaliza-
tions (Rahma et al., 2019). A team of Russian
scientists (Klimanov, Kazakova, Mikhaylova,
2019) developed an integrated index of region-
al resilience, which is the arithmetic mean of 6
specific indicators normalized to their standard
deviation. In their study they confirmed the in-

terconnection of budgetary and socio-econom-
ic sustainability of Russian regions in 2007-
2016. Another researcher (Sheremeta, 2020)
proposed a comprehensive evaluation of the
fiscal sustainability of Russian regions based
on various components of budget revenues and
expenditures, as well as public debt. The author
applied the k-means method to cluster Russian
regions by the level of fiscal sustainability.

It should be noted that the above works
are based on a resource approach and use static
analysis methods. In our study, we do not fol-
low a static, but a dynamic approach to deter-
mining fiscal sustainability, which is based on
identification of fluctuations in budget returns
relative to some systemic trend. This approach
also has a number of adherents.

For example, (Smetana et al., 2015) pro-
posed to combine the resource assessment in
regions with the study of the cyclicality of com-
plex systems. Other authors (Ivanov, Sakhapo-
va, 2014) involved a dynamic approach for a
comprehensive assessment of the financial in-
stability of Russian regions and distinguished
three methods for measuring the volatility of
individual indicators: standard deviation, coef-
ficient of variation, and Value at Risk (VaR).
In another paper (Gambarov, Musayeva, Krup-
kina, 2017), the scholars compared alternative
techniques of building a composite index of fi-
nancial stress: variance-equal weighting meth-
od, portfolio theoretic aggregation method and
principal component analysis.

The second group of relevant studies cov-
ers works devoted to factors of fiscal sustain-
ability of Russian regions. They emphasize the
high degree of differentiation of the socio-eco-
nomic conditions of Russian regions and the
problems of redistribution of budget resources
between the levels of the budget system (Di
Bella, Dynnikova, Grigoli, 2018; Bozhechko-
va et al., 2018). These studies are useful in ex-
plaining the budget instability of some regional
economies.

Finally, our current research relies on a
number of our own studies that examined the
financial instability of the Russian regions
economies. In these works, we applied a portfo-
lio approach to decompose financial instability
by industry (Malkina, 2018a, b) and proposed
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methods for managing it through optimization
of the sectoral structures of regional economies
(Malkina, 2019).

In this study, we develop the theory and
methodology of fiscal sustainability in some
aspects. First, we examine two indicators of
the regional budget sphere, namely, the ratio
of budget revenue to GRP and real budget rev-
enue per capita. Secondly, we determine the
ratio of each indicator in the region to its coun-
try level in order to eliminate systemic risk.
Thirdly, we separate the volatility of relative
indicators from their trends by construction
of linear regressions and thereby achieve the
stationarity of time series. Fourth, we use the
Arrow-Pratt function, which is well known in
investment analysis, to assess the overall sus-
tainability of regional budget revenues. This
allows us to synthesize the volatility of budget
revenues and their steady growth rates on a
new basis.

Data and Methods

We used data on revenues of consolidat-
ed budgets of 83 subjects of the Russian Fed-
eration in 2010-2017, provided by the Federal
Treasury of the Russian Federation. We also
applied statistics from the Federal State Statis-
tics Service of the Russian Federation on GRP,
average population, cost of the fixed consumer
basket in the regions and in the country.

The choice of indicators for assessing the
risk of budget revenues was based on their
compliance with the requirement of stationar-
ity of time series.

One of the indicators that can satisfy sta-
tionary property, is the ratio of budget reve-
nues in the i-th region (B;) to the GRP of this
region (Y)) (hereinafter referred to as budget
return):

b[i :Bz‘/Yi' 1

We can also consider the ratio of budget
revenues to population. Indeed, budget reve-
nues are used to provide residents of a certain
territory with public goods. In this case, we
should take into account two important fea-
tures of the budget process.

Firstly, budget expenditures consist of a
fixed part (depending on parameters other than

the population, such as area, and infrastructure
costs are an example of this) and a variable part
(depending on the number of inhabitants in the
region). Due to the fixed part, budget expendi-
tures per capita in small regions with a large
territory are objectively higher. That is why
Chukotka Autonomous Okrug, the region with
the highest level of per capita budget revenues,
meanwhile, is subsidized from the federal bud-
get.

Secondly, the cost of living and price lev-
el differ in the regions. This affects the cost of
production of public goods in them. To elimi-
nate the inflationary component of income, we
calculate the real budget revenue per capita:

b[li:Bi/Ii/Ni’ 2

where 1, = CL,/CL, is the index of the relative
cost of living in the region, which is the ratio
of the cost of a fixed consumer basket in the
i-th region to the cost of the same basket in the
country on average. /N, is the average population
of the i-th region in the corresponding period.

In further calculations, we use both rela-
tive indicators, b,; and b, ..

Although relative indicators better meet
the stationarity requirement, they can still have
a pronounced tendency. Since the economy
develops cyclically, the dynamics of budget
return in each particular region reflects the in-
fluence of both systemic risk and the specific
risk characteristic of this region. To eliminate
the systematic risk, we calculate the ratio of the
regional budget return to the average return of
the regional budgets in the country:

r=b/b, 3)

To separate the volatility from the trend in
the time series of this indicator, we construct
for each i-th region its linear dependence on
time:

n=0,ta - t+e, (4)

A

it

where a, and a, are the estimated regression

A
coefficients, r, are the budget return estimates,
e, are regression residuals.
Based on regression estimates, we deter-
mine the main budget parameters:
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- average relative budget return in the

T T A
region: u, = lz r, = lz r,. If this parameter
T3 T3
is greater than or equal to 1, the state of the
regional budget should be assessed positively,
otherwise it should be assessed negatively;

- absolute budget risk is calculated as
the standard deviation of the regression resid-

uals: o, =Var(e,) =\Var(r,) - Var(r:,). This

parameter characterizes a non-systemic (spe-
cific) budget risk;

- relative budget risk, representing the
ratio of absolute risk to average actual or esti-

mated relative budget return: v, = Ge  Assum-
H,

ing a direct relationship between return and

risk, we can argue that the relative indicator

better reflects the state of sustainability of the

public sector;

- steady growth rate of relative budget
return is evaluated by trend line slope, a,. The
positive value of this parameter is evaluated
positively, and vice versa.

A general assessment of the sustainability
of regional budget revenues should combine
both steady growth rates of relative budget
return and its volatility, that is, relative bud-
get risk. For this purpose, we can use the Ar-
row-Pratt function, which in our case takes the
form:

fea-Lo, ©)
where £ is the risk aversion coefficient. Fol-
lowing the recommendations of the portfolio
approach, we can accept its value equal to 1.5.

Results and their analysis

First of all, we computed the relative re-
turn of sub-federal budgets of all 83 subjects of
the Russian Federation under review in dynam-
ics for 8 years (2010-2017).

In the framework of the first approach,
we assessed the budget return as the ratio of
sub-federal budget revenues to GRP. The maxi-
mum deviations of this indicator from the aver-
age Russian level were found in the lagging re-

publics of the North Caucasus and some border
regions of the Siberian and Southern federal
districts. For instance, in Republic of Ingushe-
tia, the ratio of budget return to country level (
b, ) amounted to 5.77, in Chechen Republic —
5.07, in Republic of Tuva — 3.18, in Altai Re-
public — 3.08, in Republic of Kalmykia — 2.23.
This is due to both the low level of GRP in
these regions and the high level of inter-budget-
ary transfers to them from the federal budget.

Highly developed extractive regions and
the capital city, on the contrary, showed the
lowest values of relative budget returns. In
particular, the average annual relative return
of sub-federal budgets in Nenets Autonomous
Okrug was only 0.31, in Khanty-Mansi Auton-
omous Okrug — 0.38, in Yamal-Nenets Autono-
mous Okrug — 0.56, in Moscow — 0.61. This can
be explained by the high level of GRP in these
regions and their role as donors of budgetary
resources for other regions.

In the framework of the second ap-
proach, we assessed the relative real revenue of
sub-federal budgets per capita. Unlike the first
approach, the maximum budget return turned
out to be in the extractive regions. For example,
in Chukotka Autonomous Okrug, the regional
level of budget return was 4.15 times higher
than the country level. In Nenets Autonomous
Okrug this ratio was 3.95, in Yamalo-Ne-
nets Autonomous Okrug — 3.12, in Sakhalin
Oblast — 2.73, in Republic of Sakha (Yakutia) —
2.15, and in Magadan Oblast — 2.12. The ex-
cess of real budget revenues per capita over the
national average in the Far Eastern regions is
partly due to a higher level of their prices, the
influence of which is not completely eliminated
when using the adopted income deflation pro-
cedure.

At the same time, the lowest level of bud-
get return, according to the second approach,
was marked in some regions of Southern and
North Caucasian federal districts. Specifically,
real budget revenue per capita in Stavropol Krai
was only 0.54 of the Russian level, in Republic
of Dagestan — 0.55, in Kabardino-Balkarian
Republic — 0.63, in Rostov Oblast — 0.64, and in
Republic of North Ossetia-Alanya — 0.65. Low
values of this indicator also appeared in some
lagging regions of Central and Volga Feder-
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al Districts: Ivanovo Oblast (0.62), Volgograd
Oblast (0.64), and Vladimir Oblast (0.65).
Next, we present the results of regression
estimations (4) obtained within two alternative
approaches. Fig. 1 shows the assessments of
absolute risk of sub-federal budgets in accor-
dance with the first approach. Among the most
risky regions in terms of the volatility of rela-
tive budget revenues to GRP, we again find the
backward republics of southern Russia, as well
as some subjects of Far Eastern Federal Dis-
trict. It is noteworthy that almost all of them are
border regions. Thus, in Republic of Ingushe-
tia, the absolute risk of the sub-federal budget
reaches 47.9%, while the average relative bud-
get return in this republic is 576.6%. This re-
gion is followed by Altai Republic (with abso-
lute risk of 27.7%), Chechen Republic (26.8%),
Sakhalin Oblast (22.5%), Jewish Autonomous
Oblast (20.5%), and Republic of Tyva (20.1%).

The least risky, according to the first ap-
proach, are the sub-federal budgets of the
Saratov Oblast (1.1%), Perm Krai (1.4%) and
Sverdlovsk Oblast (1.6%). It should be noted
that these regions are characterized by a rather
diversified sectoral structure of the economy.

Further analysis revealed a fairly pro-
nounced direct correlation between the aver-
age value of the relative return of the sub-fed-
eral budgets in the regions and their risk level
(Fig. 2). This dependency is consistent with the
theoretical relationship between risk and re-
turn.

The results of calculation of the relative
risk of sub-federal budgets for all regions are
shown in column 1 of the Table. Since rela-
tive risk takes into account the level of return
around which fluctuations occur, the positions
of the regions have changed somewhat. Now
the leaders in the risk of sub-federal budgets

% 0.1 14 17 20 24 29 35 43 52 6.3

76 91

11.0 133 161 195 235 284 344 415 479

Fig. 1. Absolute risk of sub-federal budgets (measured on the basis
of the ratio of budget revenues to GDP), %.
Note. Hereinafter, the region codes are decrypted in the Table
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Risk
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0,4

y =0,007x2 +0,0339x + 0,0079

R? = 0,6509

0,3

0,2

0,1

Average relative return

Fig. 2. The relationship between budget return and risk
in Russian regions, according to the 1st approach

Table. Assessments of parameters of sustainability of budget revenues in Russian regions

1st approach 2nd approach
Subjects of the Adm. Relative | Growth Arrow- Relative | Growth Arrow-
Russian Federation cod§ risk of return Prat.t risk of return Prat.t
of region Function Function
1 2 3 4 5 6
Altai Krai 22 0.025 -0.018 -0.037 0.024 -0.006 -0.025
Amurskaya Oblast 28 0.149 -0.044 -0.156 0.151 -0.032 -0.145
Arhangelsk Oblast 29 0.043 -0.021 -0.054 0.043 -0.007 -0.040
Astrakhan Oblast 30 0.057 -0.012 -0.055 0.056 -0.007 -0.050
Belgorod Oblast 31 0.047 -0.025 -0.060 0.048 -0.027 -0.063
Bryansk Oblast 32 0029 | 0038 |T0017 | 0028 | 00235 | 0001
Vladimir Oblast 33 0.031 -0.003 -0.026 0.030 0.002 -0.021
Volgograd Oblast 34 0.043 -0.007 -0.040 0.043 -0.002 -0.034
Vologda Oblast 35 0.032 -0.004 -0.027 0.032 -0.001 -0.025
Voronezh Oblast 36 0.027 0.003 -0.017 0.027 0.002 -0.019
Moscow city 77 0.037 0.006 -0.022 0.041 -0.003 -0.034
St. Petersburg 78 0.035 -0.011 -0.038 0.037 -0.032 -0.060
Jewish Autonomous Oblast 79 0.153 -0.045 -0.159 0.151 -0.021 -0.135
Transbaikal Krai 75 0.044 -0.029 -0.061 0.043 -0.013 -0.045
Ivanovo Oblast 37 0.039 -0.036 -0.065 0.039 -0.011 -0.040
Irkutsk Oblast 38 0.037 0.003 -0.024 0.037 0.004 -0.023
Kabardino-Balkarian 07
Republic 0.044 -0.028 -0.061 0.044 -0.010 -0.043
Kaliningrad Oblast 39 0125 [T003 | 0010 | o.21 0071 | -0.019
Kaluga Oblast 40 0.028 0.013 -0.009 0.029 0.008 -0.013
Kamchatka Krai 41 0.025 0.012 -0.006 0.025 0.021 0.002
Karachay-Cherkess Republic 09 0.088 0.018 -0.048 0.088 0.008 -0.058
Kemerovo Oblast 42 0.064 -0.023 -0.071 0.064 -0.017 -0.065
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Continued Table
1st approach 2nd approach
Subjects of the Adm. Relative | Growth Arrow- Relative | Growth Arrow-
Russian Federation COd? risk of return Prat.t risk of return Prat.t
of region Function Function
1 2 3 4 5 6
Kirov Oblast 43 0.040 -0.040 -0.070 0.038 -0.016 -0.044
Kostroma Oblast 44 0.036 -0.024 -0.051 0.036 -0.010 -0.037
Krasnodar Krai 23 0.052 -0.003 -0.042 0.054 -0.009 -0.050
Krasnoyarsk Krai 24 0.065 -0.014 -0.063 0.065 -0.023 -0.072
Kurgan Oblast 45 0.031 -0.037 -0.060 0.029 -0.011 -0.033
Kursk Oblast 46 0.025 -0.001 -0.020 0.025 0.000 -0.019
Leningrad Oblast 47 0.069 0.035 -0.017 0.069 0.030 -0.022
Lipetsk Oblast 48 0.039 0.017 -0.012 0.038 0.016 -0.013
Magadan Oblast 49 0.048 0.010 -0.026 0.047 0.042 0.007
Moscow Oblast 50 0.034 0.018 -0.008 0.044 0.010 -0.023
Murmansk Oblast 51 0.053 -0.008 -0.048 0.052 -0.001 -0.040
Nenets Autonomous Okrug 83 0.104 -0.001 -0.079 0.104 -0.038 -0.116
Nizhny Novgorod Oblast 52 0.024 0.003 -0.015 0.023 0.004 -0.013
Novgorod Oblast 53 0.074 -0.022 -0.078 0.074 -0.012 -0.067
Novosibirsk Oblast 54 0.034 -0.007 -0.032 0.034 -0.010 -0.035
Omsk Oblast 55 0.047 -0.012 -0.047 0.048 -0.008 -0.044
Orenburg Oblast 56 0.033 -0.018 -0.043 0.034 -0.012 -0.038
Oryol Oblast 57 0.043 -0.012 -0.044 0.043 -0.001 -0.033
Penza Oblast 58 0.026 -0.038 -0.057 0.026 -0.014 -0.034
Perm Krai 59 0.016 -0.010 -0.022 0.016 -0.008 -0.021
Primorsky Krai 25 0.045 -0.025 -0.059 0.045 -0.021 -0.055
Pskov Oblast 60 0.031 -0.041 -0.064 0.032 -0.014 -0.038
Republic of Adygea 01 0.041 -0.007 -0.038 0.041 -0.006 -0.037
Altai Republic 04 0.090 -0.058 -0.125 0.089 -0.033 -0.100
Republic of Bashkortostan 02 0.022 0.016 -0.001 0.022 0.011 -0.005
Republic of Buryatia 03 0.043 -0.028 -0.060 0.044 -0.017 -0.049
Republic of Dagestan 05 0.030 0.015 -0.007 0.031 0.001 -0.022
Republic of Ingushetia 06 0.083 0.065 0.003 0.076 -0.011 -0.068
Republic of Kalmykia 08 0.056 -0.043 -0.085 0.056 -0.009 -0.051
Republic of Karelia 10 0.068 -0.038 -0.089 0.067 -0.023 -0.074
Komi Republic 11 0.038 -0.003 -0.031 0.038 0.006 -0.022
Mari El Republic 12 0.031 0.000 -0.024 0.031 0.002 -0.022
Republic of Mordovia 13 0.052 -0.049 -0.088 0.054 -0.020 -0.060
Republic of Sakha (Yakutia) 14 0038 [ 0044 |70016 | 0039 [ 0065 | 0036
Republic of North
Ossetia — Alania 15 0.047 -0.001 -0.036 0.048 0.001 -0.035
Republic of Tatarstan 16 0.029 0.006 -0.016 0.029 0.001 -0.021
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Continued Table

1st approach 2nd approach
Subjects of the Adm. Relative | Growth Arrow- Relative | Growth Arrow-
Russian Federation codc.: risk of return Prat.t risk of return Prat.t
of region Function Function
1 2 3 4 5 6

Tyva Republic 17 0.063 0.014 -0.033 0.064 -0.001 -0.049
Republic of Khakassia 19 0.038 -0.001 -0.030 0.038 -0.002 -0.031
Rostov Oblast 61 0.032 0.005 -0.018 0.032 0.004 -0.020
Ryazan Oblast 62 0.019 0.000 -0.014 0.018 0.003 -0.011
Samara Oblast 63 0.031 -0.005 -0.028 0.030 -0.003 -0.026
Saratov Oblast 64 -0.011 -0.018 -0.004 -0.011
Sakhalin Oblast 65 - 0.078 -0.154 0.067
Sverdlovsk Oblast 66 0.019 0.000 -0.014 0.019 -0.001 -0.015
Smolensk Oblast 67 0.040 -0.007 -0.037 0.040 0.000 -0.030
Stavropol Krai 26 0.034 -0.012 -0.038 0.035 -0.006 -0.032
Tambov Oblast 68 0.046 -0.003 -0.037 0.045 0.004 -0.030
Tver Oblast 69 0.028 -0.012 -0.033 0.027 -0.002 -0.023
Tomsk Oblast 70 0.031 -0.003 -0.027 0.029 -0.008 -0.030
Tula Oblast 71 0.066 0.035 -0.014 0.066 0.025 -0.024
Tyumen Oblast 7 0094 | -0096 | -0166 | 0097 |TS0u72 |"0245 |
Udmurt republic 18 0.025 0.020 0.002 0.025 0.014 -0.005
Ulyanovsk Oblast 73 0.058 0.006 -0.037 0.057 0.007 -0.036
Khabarovsk Krai 27 0.074 -0.015 -0.070 0.074 -0.013 -0.069
Khanty-Mansi
Autonomous Okrug 86 0.091 -0.004 -0.072 0.089 -0.036 -0.102
Chelyabinsk Oblast 74 0.022 0.006 -0.010 0.022 0.003 -0.013
Chechen Republic 20 0053 [1E0269 | S0809 | 0055 | -0.071 | -0.13
Chuvash Republic 21 0.030 -0.004 -0.026 0.030 0.000 -0.023
Chukotka Autonomous -
Okrug 87 0.110 0.080 -0.003 0.111 0.248
Yamal-Nenets
Autonomous Okrug 89 0.067 -0.005 -0.055 0.063 -0.034 -0.081
Yaroslavskaya oblast 76 0.047 -0.020 -0.055 0.047 -0.014 -0.048

are the majority of subjects of Far Eastern
Federal District: first of all, Sakhalin Oblast
(v, = 0.310), followed by Jewish Autonomous
Oblast (0.153), Amur Oblast (0.149), and Chu-
kotka Autonomous Okrug (0.110). Among the
regions with a higher level of sub-federal bud-
get relative risk (0.125), we also find Kalinin-
grad Oblast, which is the westernmost subject
of the Russian Federation. It is noteworthy

that the most risky are again the border areas.
In addition, the main extracting regions and
the underdeveloped southern republics also
show an increased relative risk of sub-federal
budgets, but its assessments turned out to be
slightly lower.

The most stable are still the sub-federal
budgets of Saratov Oblast (v, = 0.010 ), Perm
Krai (0.016) and Sverdlovsk Oblast (0.019). A
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low relative risk of the sub-federal budget is
also observed in Ryazan Oblast (0.019).

As we noted in the methodological part
of this paper, for sub-federal budgets, not only
the stability of returns, but also their steady
growth rates are important. According to
column 2 of the Table, only 27 out of 83 re-
gions showed positive dynamics in the rela-
tive return of sub-federal budgets. Moreover,
the leaders here are the regions previously
marked as the most unstable, namely Kalin-
ingrad and Sakhalin Oblasts, Chukotka AO,
as well as Republic of Ingushetia. Obviously,
this property should improve the position of
these regions when assessing the sustainabili-
ty of budget systems based on the Arrow-Pratt
function.

At the same time, Chechen Republic has
the largest negative dynamics in relative budget
return (o, = —0.269). It is followed by Tyumen
Oblast (-0.096) and Altai Republic (-0.058)
with a wide margin.

According to the Pearson linear coef-
ficient, the correlation between relative risk
and steady growth rate of relative return of
sub-federal budgets is very low and unstable
(R = 0.162). Therefore, we cannot unambig-
uously predict a change in the position of the
regions, given both parameters in the selected
utility function.

The obtained assessments of the Ar-
row-Pratt function are presented in column 3
of the Table. They indicate that Bryansk Oblast
(f=0.017), Republic of Sakha-Yakutia (0.016)
and Kaliningrad Oblast (0.010) have the most
efficient budget systems. At the same time,
the ratings of Chechen Republic (f'=—0.309),
Tyumen Oblast (-0.166), Jewish AO (-0.159),
Amur Oblast (-0.156) and Sakhalin Oblast
(-0.154) are the lowest among all. In these re-
gions (except the last), the increased risk of
relative budget returns is also accompanied by
the negative dynamics of this indicator.

Now we present the results of the es-
timation of functions (4) within the second
approach. Fig. 3 shows the evaluation of
absolute risk of sub-federal budgets calcu-
lated for relative real per capita budget rev-
enues. Among the most risky by this indi-
cator are Sakhalin Oblast (here the absolute

risk is 85.4% with a relative budget return of
272.9%), Chukotka Autonomous Okrug (with
risk of 46.1%, and return of 415.0%), Nenets
Autonomous Okrug (41.1%, and 395.3%). All
these regions specialize in the mining in-
dustry, so their budget revenues are highly
dependent on the global environment in the
energy markets.

The least risky in terms of volatility of rel-
ative real budget revenue per capita are Sara-
tov Oblast (which risk is 0.6%, and relative
return is 68%), Perm Krai (1.2% and 75.4%),
Ryazan Oblast (1.3% and 73.3%), and Sverd-
lovsk Oblast (1.5% and 81.4%). All of them are
located in the European part of Russia or at the
junction of Europe and Asia.

For the second approach, we also found a
positive relationship between the average level
of relative budget return and its risk (Fig. 4).
The outlier in the figure is presented by Sakha-
lin Oblast, which demonstrates an abnormal-
ly high level of budget risk. Since the relative
return indicators involved in the 1st and 2nd
approaches differ in content, the correla-
tion of their absolute risk assessments is low
(R=0.361). Meanwhile, both indicators in the
numerator have sub-federal budget revenues;
therefore, the relationship between risk assess-
ments turned out to be positive, although weak
in strength.

Relative risk, calculated as the ratio of
absolute risk to average relative budget return
under the second approach, is presented in col-
umn 4 of the Table. The highest relative risk
is observed in Sakhalin Oblast (0.313), Amur
Oblast (0.151), Jewish AO (0.151), Chukotka
Autonomous Okrug (0.111) and Kaliningrad
Oblast (0.121). These are the same regions that
were identified as the most risky in the first
approach. The lowest relative risk was again
obtained in Saratov Oblast (0.009), Perm Krai
(0.016), Ryazan Oblast (0.018) and Sverdlovsk
Oblast (0.019). In general, the correlation of the
relative risk assessments received on the basis
of the two approaches turned out to be very
high (R=0.999).

The dynamics of the relative real budget
revenues per capita (column 5 of the Table) also
showed a close relationship with the dynamics
of relative budget revenues to GRP in the re-
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Fig. 3. Absolute risk of sub-federal budgets
(measured on the basis of real budget revenue per capita), %
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Fig. 4. The relationship between budget return and risk
in Russian regions, according to the 2nd approach

gions (column 2). Their linear correlation coef-  somewhat larger (30 versus 27, according to the
ficient is R=0.622. At the same time, according  1st approach).

to the 2nd approach, the number of regions with The assessments of the Arrow-Pratt func-
positive dynamics of relative budget return is  tion obtained by the 2nd approach are presented

- 556 -



Marina Yu. Malkina. Assessment of the Sustainability of Budget Revenues in the Regions of the Russian Federation

in column 6 of the Table. For most regions, we
do not find any significant discrepancies with
the results of the 1st approach. The linear cor-
relation coefficient of the two assessments of
the Arrow-Pratt function is 0.609. Meanwhile,
for some regions, assessments of A-P functions
vary greatly. First of all, we mean Sakhalin
Oblast, which demonstrates one of the worst
values of the Arrow-Pratt function (79th out of
83th) according to the first approach and takes
2nd place in the second approach. In Republic
of Ingushetia, the situation is the opposite. Ac-
cording to the Arrow-Pratt function, estimat-
ed on the basis of the relative budget income
to GRP, the republic is one of the leaders and
takes the 4th place, and it is one of the most
lagging (72th), when the A-P function is based
on real income per capita. The calculation of
the average rank of budget sustainability (as
the arithmetic mean of the ranks obtained for
the two A-P functions) shows that the leaders
in this indicator are Republic of Sakha (rank
2.5), Bryansk Oblast (3.5) and Chukotka Au-
tonomous Okrug (4). The lowest financial sus-
tainability is demonstrated by Tyumen Oblast
(whose rank is 82.5), Amur Oblast, Jewish AO
and Chechen Republic (with an average rank
of 81 each).

Conclusion

This study is devoted to the development
of the concept and methodology for assessing
the sustainability of budget revenues of terri-
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Huoicecopoockuil eocyoapemeennblii yHugepcumen
um. H. 1. Jlobauesckoeo
Poccutickas ®edepayus, Huxcnuii Hoseopoo

AHHOTauMsa. B crarbe npeiokeHbl HOBBIE MOAXOABl K OLEHKE YCTOWYMBOCTH
OIOKETHBIX JIOXOIOB PETHOHA, KOTOPHIE alpoOUpOBAaHBI Ha mpuMepe 83 cyOBEeKTOB
Poccumiickoii @enepanmu B 2010-2017 rogax. YCTOWYMBOCTH JIOXOMIOB OrO/KETa
OLICHMBAETCs] Ha OCHOBE BPEMEHHBIX PSAIOB JIByX I[OKa3areseil: OTHOIIEHUs J0XO/I0B
cyodenepanpabIx O0romKkeToB K BPII perrona u peanbHBIX TOXOMO0B CyOdenepaIbHbIX
OIO/DKETOB B pacuere Ha Jymy HaceieHus. s uckimodeHus s¢dekra maciirada
U yCTpaHCHHsS OOIIECHCTEMHOTO pHCKa 00a TIOKa3aTellsi pACCUYUTHIBAIOTCS Kak
OTHOLIEHHE K CPEAHEPOCCUICKUM 3Ha4eHHUsIM. C MOMOILBIO MMOCTPOCHHSI BPEMEHHBIX
JIUHEHHBIX PErPECCHI ONMPEACISIOTCS YCTOWYMBBIA TEMIT pOCTa, aOCOMIOTHBIA PUCK H
OTHOCHTEJIBHBIIN PUCK OIOIKETHBIX TOXOIO0B. J{J151 KOMIUIEKCHOM OIEHKH YCTOHUUBOCTH
JTIOXOZIOB OFOIKETa B PETHOHE MBI ITPEIOKIITN HCIIOIBh30BaTh GyHKINIO Dppoy-IlparTa
C BKJIIOYEHHBIM TapaMeTPOM HENpUATHs pucka 1,5.

C uCHONB30BaHUEM IMPEUIOKCHHON METOAWKH MBI OLEHWIN aOCONIOTHBIN ¢
OTHOCHUTEJIbHBIA PUCK, a TaKXKe YCTOMYMBOCTH J0XOJOB OIOIKETa B POCCHHCKHUX
peruonax. OLeHKH, TOJIy4YeHHbIE Ha OCHOBE JABYX aJbTEPHATUBHBIX I1OKa3aresei,
MIPOJAEMOHCTPUPOBAIN BBICOKYIO Koppessiuuio. Hamne uccienoBaHue BBISBHIIO, YTO
HaMCHEE YCTOHYMBEIC OIO/DKETHBIC CHCTEMBI XapaKTepHBI KaK ISl HEKOTOPHIX
MPUTPAaHUIHBIX PETHOHOB, BKIIOYAs OTcTanble pecmyonnkn CeepHoro Kapkaza u
peruonsl [lampHero BocToka ¢ HecTaOMIBHOW IKOHOMHKOHM, TaK M IUISL JOCTaTOYHO
pa3BUTOM, HO 3aBHCSIIEH OT MHPOBOW KOHBIOHKTYpHI TIOMEHCKOW obOnactu. B
TO JXK€ BpeMs HEKOTOphle moObIBatomue peruoHsl (PecmyOmmka Caxa), HampoTHB,
MIPOIEMOHCTPHUPOBAJH BEICOKYIO YCTOHYHBOCTH OIOMKETHBIX TTOCTYIUICHUH.

KuaroueBble cioBa: (GuHaHCOBas yCTOHYMBOCTh, PETHOH, CyOQenepaabHbI OIOIKET,
JTOXOJTBI OFOJKETA, PUCK M JIOXOJHOCTh OFOPKETHOM CHCTEMBI.

Pa6ora BeimonHeHa npu ¢puHaHcoBo noaaepxke PODU B pamkax peanuszannu npoeKTa
Ne 19-010-00716 «Pa3paboTka METOMONOTHH M HETPAJUIMOHHBIX METOMOB OILEHKH
(hMHAHCOBO HECTAOUIBHOCTHY.

Hayunas cnenmansaocts: 08.00.00 — skoHOMUYECKHE HAYKH.
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1. Problem Statement

In the conditions of modern scientific and
technological development, the interdepen-
dence of the participants in the investment ac-
tivities is sharply increasing, and new types of
relationships between them are being formed
on the basis of research infrastructure. Institu-
tions for coordination of the activities between
the representatives of science, education and
business are being established on the bases of
the principle of partnership in the form of net-
work infrastructures, centers for collective use
and engineering centers formation as well as in
the form of sharing unique scientific installa-
tions, primarily national and international me-
ga-science ones (Infrastruktura..., 2016).

Relevant investment projects require
adequate methods of evaluating the efficien-
cy and making decisions on the mechanisms
for their implementation. Two interrelated
problems are characteristic of research infra-
structure projects: simultaneous assessment
of financial and economic efficiency and jus-
tification of the need for the government sup-
port of their successful implementation. Fi-
nancial (commercial) efficiency is regarded as
the comparison of project benefits and costs
from a perspective of its private participants.
Economic (public) efficiency, in its tern, im-
plies a perspective of the society as a whole
(Methodical Recommendations for Evalua-
tion..., 2000; Novikova, 2018). As a rule, im-
plementation of such projects is impossible
without the government support because of
their extremely low (often even negative) lev-
el of financial efficiency. The greater the gap
between relatively low financial efficiency
and high economic efficiency is, the greater
the share of the government in the project is.
According to the report of the European Com-
mission Directorate-General for Research and
Innovation, “public-private partnerships offer
an opportunity to translate research into prod-
ucts and to close the gap between academic
and industrial research” (Public, 2013: 3).

At first glance, a wide variety of methods
for evaluating infrastructure projects, includ-
ing government support, were created both in
Russia and abroad, and they were analyzed in
relevant reviews (for example, (Public, 2017,
Novikova, 2018: 63-81)). However, in practice,
there is an imbalance between the approaches
applied in this field. Real methods of evaluating
such projects are limited to the analysis of either
financial efficiency at the micro level, or eco-
nomic efficiency at the macro- and mesolevels
(Suslov, Buzulutskov, 2014; Malov et al., 2016).
For example, the leading Russian Methodolo-
gy for evaluating the efficiency of a public-pri-
vate partnership project, a municipal-private
partnership project and for determining their
comparative advantage' does not contain any
requirement for evaluating the economic effi-
ciency (contrary to the provisions of the basic
official methodology for the investment proj-
ects evaluation (Methodical Recommendations
for Evaluation..., 2000)). Instead, the term of
socio-economic efficiency was introduced,
which was based on qualitative methods only
or calculation of particular components that are
non-comparable with the results of financial
analysis (for example, job creation). This rais-
es serious objections both from theoretical and
practical points of view, the reason being the
lack of a comprehensive assessment of com-
parable performance indicators in monetary
terms (typical for modern project analysis).
This paper introduces the models and methods
for simultaneous assessment of financial and
economic efficiency of the research infrastruc-
ture projects and for quantitative assessment
of changes in financial efficiency as a result of
various forms of government participation in
the project.

Assessment of economic efficiency in
accordance with international practice cor-
responds to the cost-benefit analysis (CBA)

! The methodology was approved by the order of the Ministry
of economic development of the Russian Federation No. 894
dated November 30, 2015.
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designed for the evaluation of public sector
projects, including infrastructure projects
(Boardman et al., 2018). In the middle of the
last century, the economic aspect of project
analysis involved the CBA methods for evalu-
ating private projects in their combination with
the financial analysis. This approach was ini-
tially developed by international organizations,
primarily UNIDO (Dasgupta et al., 1972), the
World Bank (Squire et al., 1975; Ward et al.,
1991). In Russia, the economic aspect corre-
sponds to the analysis of public efficiency and
forms one of the two directions in the project
analysis along with the analysis of financial
(commercial) efficiency (Methodical Recom-
mendations for Evaluation..., 2000; Novikova,
2018).

In the context of modern scientific and
technological development, a number of
new methods for economic, social and en-
vironmental analysis have appeared in their
combination with the financial analysis
within government organizations (Guide to
Social..., 2012), Structural funds of the Eu-
ropean Community (Guide, 2015), interna-
tional development banks: the European In-
vestment Bank (Economic Appraisal, 2013),
the Asian Development Bank (Guidelines,
2017) — and independent funds (Reference
Case..., 2019).

Research infrastructure projects are a
type of project requiring updated assessment
methods and characterized by a combination
of low financial and high economic efficien-
cy (Florio et al., 2016). Among the effects of
such projects, both direct technological and
secondary effects of knowledge diffusion are
of particular importance. Their study began
in the last century (Grossman et al., 1992)
and continued as part of the research of the
diffusion of innovations and their associat-
ed side effects, as well as indirect and exter-
nal effects (Llerna et al., 2011). Much of this
work has been carried out in the framework
of theoretical and empirical studies of spa-
tial economics (Carboni, 2017). In this area,
the traditional approach is developing in the
context of productivity growth through inno-
vative products and technologies (Gilbert et
al., 2018).

2. Methods for evaluating the projects
of research infrastructure

The financial and economic model of a
specific infrastructure project is the key tool
for calculations. It facilitates both simultane-
ous assessment of its financial and economic
efficiency at the microeconomic level and de-
tailing the application of various methods for
evaluating public effects for different projects
(Novikova, 2018). The financial model is typ-
ical for evaluating a project from the perspec-
tive of private participants. It reflects the rela-
tionship between variables, assumptions, and
business development factors in the process of
project implementation.

The economic model is based on the tran-
sition from financial to economic efficiency by
adjusting the discount rate and cash flows, de-
pending on the consideration of various factors
and calculations of relevant effects. The corre-
sponding relationship of equations for financial
and economic cash flows with the characteris-
tic components of infrastructure projects can
be presented as follows:

CFE™ = CFF™ + V"™t + W't — )

—E"+Pt+T Nt =1,..,T.

Notations of cash flows arising from the
project implementation in the r-#4 region in the
t period:

CFE™ _ cash flow balances for the eco-
nomic analysis;

CFF" — cash flow balances for the finan-
cial analysis;

V™ _ cash flows for calculating indirect
effects (the result of productivity growth due to
technological changes through the use of proj-
ect products);

W™ and E™ — cash flows for calculating
positive external and environmental effects
(the result of knowledge diffusion and impact
on the environment);

P and T — cash flows for calculating
price and tax effects (with the allocation of fi-
nancial and economic components in these ef-
fects).

It should be noted that among negative
externalities these are the most important eco-
logical costs that are taken into consideration.
Yet, if the project is aimed at improving the
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environment (for example, utilization of as-
sociated petroleum gases), the corresponding
component is taken into account in its positive
sign.

The level of detailing and the methods of
calculating individual effects for various types
of infrastructure projects are significantly dif-
ferent. For example, the projects of catalysts
implementation are characterized by signifi-
cant effects already at the first stages of their
use, and indirect effects for them can be calcu-
lated as an increase in quality and quantity of
products in oil refining and petrochemicals in
direct dependence on the catalysts implementa-
tion. For large-scale projects with complex and
significant chains of product cycles, it is nec-
essary to determine indirect and price effects
endogenously while using more complex tools
of input-output, multiregional, and economet-
ric models.

The suggested model can be used not
only to determine the project efficiency, but
also to form a financial mechanism for its im-
plementation. The level of financial efficien-
cy can be changed as a result of government
support.

The qualitative and quantitative analysis
of the consequences of government participa-
tion in project implementation is based on the
analysis of changes in cash flows and corre-
sponding changes in net present values.

CFF'" = CFFG™ — AT —AL'" — AI'", (2)

CFF"" and CFFG "~ cash flows with and
without government participation;

AT wu AL,+ changes in tax payments
and liquidation value in the case of government
participation;

AI"" — investments in the creation of re-
search infrastructure facilities and other bud-
get funded investments.

This formula comprises the components
of a possible increase in the project financial ef-
ficiency through the investment incentives, in-
cluding changes in taxes, liquidation value, and
private investment. Implementation of each
project involves a specific financial mechanism
and appropriate reallocation of results among
the participants, government participation be-
ing taken into account.

3. Results of evaluating the efficiency
of the Center for Collective Use
“Experimental Catalyst Production” project

The project on the Center for Collective
Use “Experimental Catalyst Production™ cre-
ation was initiated in 2018 by the Institute of
Catalysis of the Siberian Branch of the Rus-
sian Academy of Sciences within the frame-
work of the Novosibirsk regional programme
“Akademgorodok 2.0”. The project is aimed at
solving the problem of a technological gap the
Russian catalyst production faces.

To achieve the world class developments
in the field of catalysts creation and their indus-
trial implementation, as well as their constant
improvement and development of the next gen-
erations to maintain their long-term competi-
tiveness there is a need in modern experimental
and technological base. The creation of such a
base is envisaged in a project of pilot catalysts
production with flexible structure. The proj-
ect provides construction of two buildings for
R&D on the pilot production of various cata-
lysts and their debugging with high-pressure
installations.

The total amount of investment in the
project for the 2019-2030 period are 3692.8
million rubles. Implementation of the project
will increase the production of new materials
and catalysts in Russia: the total sales volume
for the 2023-2030 period, calculated in 2018
prices (including VAT), is estimated at 40,785
million rubles, including hydro-processing cat-
alysts (15,857 million rubles), titanium-magne-
sium catalysts for olefin polymerization (8,417
million rubles), aluminum hydroxide (2,015
million rubles), catalysts of dehydrogenation of
propane to propylene (14,496 million rubles).
However, the main results of the project are
achieved through the use of catalysts in the oil
refining and petrochemical complex of Russia:
the increase in sales for the 2023 — 2030 pe-
riod, calculated in 2018 prices (including VAT
and excise taxes), is envisaged in the amount of
471,783 million rubles, including 70% increase
in the output of diesel fuel containing domes-
tic hydrotreating and hydrocracking catalysts;
23% increase in sales of polyethylene and poly-
propylene due to TMK (“Pipe Metallurgical
Co”); 6% — increase in sales of reforming gas-
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Table 1. Project efficiency: net present value (NPV) in 2019-2030

(r=0%) (r=12%)
million rubles % million rubles %
Financial efficiency 2,199.3 0.4% -524.8 -0.3%
Tax effects 147,305.2 27.9% 56,082.4 28.4%
Indirect effects 378,145.1 71.7% 142,107.1 71.9%
Economic efficiency 527,649.7 100.0% 197,664.7 100.0%
Budget efficiSency 143,805.2 27.3% 53,779.7 27.2%

oline due to ball aluminum oxide and 1% — in-
crease in sales of propylene due to dehydroge-
nation catalyst. The total sales of new catalysts
and additional sales of products due to their
introduction into production amounted to ap-
proximately 512,568 million rubles.

Thus, besides the initiator, there are two
groups of participants that use the project re-
sults. These are enterprises producing new cat-
alysts and enterprises in the petrochemical and
oil refining industries.

The results of the project efficiency evalu-
ation are shown in Table 1. They are based on a
system of discounted indicators (in 2019 prices)
and as a percentage of the economic NPV of
the project.

The project features a combination of low
financial efficiency and high economic efficien-
cy and belongs to the group of socially signif-
icant projects requiring support. An important
characteristic of the project is an exceptionally
high level of economic efficiency. Thus, at a
12% discount rate, the company’s net present
value for the 2019-2030 period as a whole will
amount to 197,664.7 million rubles.

As measured by net present value, finan-
cial efficiency of the project without budget
funding will be negative and will amount to
-524.8 million rubles at a 12% discount rate.
As per the analysis of financial efficiency of
the project without government support, the
internal rate of return for this project is equal
to 6,7%.

Fig. 1 presents the iceberg conception. In
accordance with it, the results of the project im-
plementation which are visible on the market
surface, correspond to its financial efficiency.
For the project under consideration, in a situ-

ation without government participation, pri-
vate investors observe overall negative results
of its implementation and are not interested
in financing it. At the same time, a significant
part of economic efficiency is “hidden under-
water” and corresponds to the public effects
listed above in the equation (1). In this project
of developing and implementing the catalysts,
the excess of economic efficiency over finan-
cial efficiency is mainly due to indirect and tax
effects, which is typical for the research infra-
structure. These effects are observed in the
market, but they are not regarded as the proj-
ect results by private participants and therefore
not taken into account in making the decisions
about its financing. The resulting gap between
the project economic and financial efficiency
is one of the most important demonstration of
market failures which is typical for research in-
frastructure projects and considered as a basis
for the government support.

Budget financing in the amount of 3,500
million rubles without discounting (or 2,303
million rubles at a 12% discount rate) results
in a positive net present value of 1,777.9 million
rubles at a 12% discount rate. Changes in the
level of financial efficiency as a result of pro-
viding support allows private investors to get
interested in providing their financial resourc-
es and accumulated experience for successful
project implementation.

According to Table 1, the key factors that
lead to the difference between the financial
and economic efficiency of the project under
consideration are related to tax and especially
indirect effects (71.9% to the level of econom-
ic efficiency). Budget efficiency also remains
high even after budget financing of investments
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Fig. 1. ILllustration of the budget financing impact on the financial efficiency of the Center
for Collective Use project (NPV, 2019-2030, million rubles, r = 12%)

and is 27.2% of the economic efficiency level.
Thus, the proposed PPP mechanism provides
a mutually beneficial combination of various
participants’ interests.

For the 2019-2030 period the government
receives net budget revenues in the amount of
53,779.7 million rubles at a 12% discount rate,
or 143,805.19 million rubles at calculation
without discounting. In other words, taking
into account the indirect effects of the proj-
ect, the investment of one ruble of public in-
vestment for the 2019-2030 period will bring
42 rubles of tax revenue to the budget at cal-
culation without discounting and 24 rubles at a
12% discount rate. Thus, the budget efficiency
indicator shows high efficiency of government
participation in the project.

4. Evaluation of synergistic effects
of the Center for Collective Use project

The project under consideration has a fair-
ly complex structure, the structure being typ-
ical for research infrastructure. It can be pre-
sented by two subprojects.

1. “Creation of the pilot catalysts produc-
tion” subproject envisages the construction of
a building for the pilot catalysts production as
well as its provision with the equipment for the

production of pilot batches of a wide range of
catalysts. R&D for the development of pilot
production technologies, production of pilot
batches of catalysts and small pilot batches will
be the products of this subproject.

2. “Creation of a catalyst testing center”
subproject envisages the construction of a
building especially designed for high-pressure
installations as well as its provision with the
equipment for testing catalysts in high-pres-
sure conditions. R&D on testing the catalysts
and developing the processes that require the
use of catalysts, creation of test equipment and
specialized software, educational services,
production of high-tech chemical products will
be the products of this subproject.

The subprojects are closely interrelated.
Yet, they can also be considered as autonomous
projects. So, the task is to justify the need for
their implementation in a complex. To do this,
it is necessary to identify and evaluate the syn-
ergistic effects resulting from the simultaneous
construction and operation of two buildings.

The effects are divided into the following
groups: 1. Operational efficiency synergy (sav-
ings on administrative costs and the ability to
use employees in both buildings). 2. Operation-
al growth synergy (cost reduction by combin-
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ing production and testing functions; revenue
growth by creating a new product; the ability
to test in the second building only other insti-
tutes developments in the case without the first
building). 3. Investment synergy (savings in
joint construction and equipment acquisition;
acquisition of capital assets for joint use). 4.
Market synergy (providing unique services for
the Russian market and the possibility to ap-
ply special conditions, such as package offers
of products from two projects). 5. Management
synergy (use of shared experience or options
for subprojects configuration).

The main sources of synergy are identi-
fied in the operational sphere, especially in the
field of growth synergy, which leads to revenue
growth. This is due to the fact that the produc-
tion of certain types of products requires the
implementation of both projects. All expected
synergistic effects are taken into account in
financial models. Potential sources of synergy
in the investment sphere are also identified and
taken into account. Potential sources of market
and management synergy are determined, but
their evaluation has not been carried out due
to high uncertainty and inability to make suf-
ficiently justified expert evaluations of their
impact.

The calculations have proved the inex-
pediency of the second subproject implemen-
tation separately from the first one. The goal
of the second subproject is to create facilities
for testing the catalysts manufactured in the
course of the first subproject and to develop
production processes for their use, since only
10% of the tested catalysts will be provided by
the third-party contractors. Since the second
subproject has turned out to be complementary
to the first one, all indicators of its efficiency in
the absence of the first subproject are assumed
to be zero.

The first subproject can be implemented
separately from the second one, although the
range of the catalysts produced and the tech-
nologies developed will become more limited,
and testing of catalysts will be carried out at the
third-party contractors.

Table 2 shows the evaluation of the syner-
gistic impact on the project financial and eco-
nomic efficiency. The NPV indicator is calcu-
lated at 0% and 12% discount rates.

The overall impact of synergy from joint
implementation of the subprojects is positive
and very significant. It is particularly evident
for the economic efficiency — the positive effect
of joint project implementation from the point
of view of the society can generally amount to
approximately 40 billion rubles.

Table 3 shows the distribution of the over-
all synergistic effect between the project par-
ticipants. The project initiator (the Institute of
Catalysis), the government, as well as enter-
prises engaged in industrial production of cata-
lysts and production of final products based on
them were regarded as participants. The NPV
indicators were calculated at 12% discount rate.

From the total amount of the synergistic
effect of 40 billion rubles the project initiator
will receive only 2%, the government budget
will get 13%, or 5.3 billion rubles, whereas the
bulk of the total amount of the synergistic ef-
fect will be distributed between the third-party
companies using innovative products.

Thus, the simultaneous construction and
operation of two buildings by the Institute of
Catalysis — those for the pilot production of cat-
alysts and their testing — result in very signifi-
cant positive synergistic effects. The efficiency
of constructing a building for a pilot production
only (without a testing building) is significantly
lower, whereas constructing a catalyst testing
building only is impractical at all. Synergy has

Table 2. The impact of the synergy between the two subprojects on the project efficiency

. Financial efficiency Economic efficiency
million rubles
r=0% r=12% r=0% r=12%
NPV of the overall project 2,199 -525 527,650 197,665
NPV of subproject 1 -938 -1,317 437,614 157,841
Synergistic effect 3,137 793 90,036 39,823
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Table 3. Distribution of synergistic effects among the project participants (r = 12%)

Complex of projects Project 1 Synergistic effect
NPV, million % NPV, million % NPV, million %
rubles rubles rubles
Efficiency for the Center for Collective
Use “Experimental Catalyst Production” 1778 0.9 985 06 793 20
Efficiency for the government 5,380 27.2 48,458 30.7 5,321 13.4
Efficiency for catalyst manufacturers 12,245 6.2 9,180 5.8 3,066 7.7
Efficiency for the enterprises of 129862 | 657 | 99218 | 629 | 30,644 | 769
oil refining and petrochemistry
Total economic efficiency 197,665 100 157,841 100 39,823 100

a particularly significant positive impact on
both the economic efficiency of the project and
its budget efficiency.

5. Conclusion

Modern scientific and technological devel-
opment requires significant changes in evaluat-
ing the research infrastructure projects. Thus,
it takes into account the growing interdepen-
dence of the participants and the correspond-
ing indirect, social, tax, and synergistic effects.
As a rule, such projects face a significant gap
between low financial efficiency and high eco-
nomic efficiency. Successful implementation
of such projects is possible only with an active
participation of the government and the use of
various options for public-private partnership
mechanisms.

The suggested approach is based on a
methodology for comparing the changes in
cash flows and corresponding indicators of
net present value in the framework of financial
and economic analysis, evaluation of both the
project efficiency and the efficiency of par-
ticipation in the project being also taken into
consideration. Similar methods can be applied
to evaluate the synergistic effects of a complex
of interrelated subprojects and to choose their
most effective combination. At the same time,
the synergistic effects generated by the sub-
projects are evaluated both in the context of the
project financial and economic efficiency and
in the context of the efficiency of participation
in the project.

The developed methods and models were
tested for an innovative project on the Cen-
ter for Collective Use “Experimental Catalyst
Production” creation. The reason for direct
government incentives to invest in this re-
search infrastructure in the form of budget
funding is a significant difference between a
relatively high economic efficiency and a rel-
atively low financial efficiency compared to
other projects. In a situation without budget
funding this project in its any configuration is
characterized by a negative financial efficien-
cy. By providing various forms of support,
the government can influence the level of the
project financial efficiency and coordinate two
types of efficiency. Experimental calculations
on evaluating the project on creating the Cat-
alysts Center for Collective Use show that the
suggested mechanism of government partici-
pation in the project provides a mutually ben-
eficial combination of various participants’
interests.
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Poccuiickas @edepayus, Hosocubupck
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1. Neoclassical and Keynesian approaches
to the analysis of household economics

The traditional neoclassical theory is
characterized by insufficient attention to the
problems of household economics. They ap-
pear only at the very beginning in the model
of the circulation of economic goods. House-
holds are considered as a source of four fac-
tors of production: labour, land, capital, and
entrepreneurial ability. Households, supply-
ing the necessary resources (labour, land,
capital, entrepreneurial ability), receive cash
income (wages, rents, interest, profits). Thus,
the real flow of economic benefits is comple-
mented by a counter cash flow of income and
expenses. The model is usually concretized
by including states, as well as leaks and in-
jections.

However, in a number of works, the dis-
tinction between the household and the indi-
vidual is usually not made: they are considered
as synonyms. Neoclassical theory is a special
case of the theory of rational choice, therefore
it treats household as an economic entity that
acts completely rationally. In addition, it is
usually assumed that the household operates in
conditions of complete certainty, that is, it can
process any amount of information. It does not
violate the rules of the game and norms pre-
vailing in society.

In neoclassical literature, households ap-
pear in a section on consumer behaviour the-
ory'. Each consumer has three questions: I.
What to buy? 2. How much does it cost? 3. Is
there enough money to make a purchase?

To answer the first question, you need to
find out the usefulness of the thing for the con-
sumer, to answer the second one you need to
examine the price, to solve the third question
you need to determine the consumer’s income.
These three problems — utility, price, and in-
come — constitute the content of the theory of
consumer behaviour.

Already in the 19" century it was observed
that with the growth of real consumer income,
of secondary goods increased faster than con-
sumption of goods of primary necessity. The
first researcher to study the impact of changes
in income on the structure of consumer spend-

' For more details, see: (Hicks, 1988; Menger et al., 1992).

ing was the German statistician Ernst Engel
(1821-1896).

In accordance with the analysis of En-
gel’s curves in the interpretation of Tornquist,
first of all, there is saturation with food prod-
ucts, then with standard-quality manufactured
goods and only later with high-quality goods
and services. An interesting pattern was noted:
even after the transition to the consumption of
high-quality goods and services, there is a new
surge in demand for standard-quality industrial
goods that are used by the consumer for every-
day needs.

Thus, all goods are divided into three
categories: normal (expenses for which grow
with income growth), high-quality (expenses
for which are faster than income growth) and
low-quality (expenses for which fall as income
grows).

The main drawback of neoclassical theory
is the lack of analysis of households as a whole,
the relationships within them are not actually
considered. Neoclassical models do not de-
scribe reality as it is. The national characteris-
tics of households also fell outside the scope of
neoclassicism. In fact, even if we speak of dif-
ferences in household behaviour, these differ-
ences are perceived as differences of a quanti-
tative type. Households in developed countries
appear to be more developed than households
in developing countries.

A definite step forward was made by
John Maynard Keynes when he tried to con-
sider not only statics, but also some dynamics
of their development. This was done primar-
ily in his main work, The General Theory of
Employment, Interest, and Money (Keynes).
In the book, Keynes introduces new catego-
ries of behavioural economics (“propensity to
consume”, “incentive to invest”, “preference
for liquidity”’), marginal analysis (“marginal
propensity to consume”, “marginal propensi-
ty to save”, “marginal efficiency of capital”)
and macroeconomics (“effective demand”,
“forced unemployment”, “underemployment”)
(Keynes, 1978).

Keynes sees the main reason for the
“economic difficulties” of the modern eco-
nomic system in the behaviour of business
entities, that is, in fact, households. Accord-
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ing to Keynes, consumption is a function of
income:

C=C(Y).

In this case, the marginal propensity to
consume (MPC = AC / AY) changes from zero
to one:

0<MPC< 1.

The marginal propensity to consume
shows how consumption changes with an in-
crease (decrease) in disposable personal in-
come by one monetary unit (dollar, yen, franc,
etc.). As income rises, marginal propensity to
consume decreases. Of course, this position
of Keynes does not apply to different groups
of consumers to the same extent: to a greater
extent it applies to people with low and mid-
dle incomes, and to a lesser extent it applies to
the richest audience, whose basic needs are al-
ready fully satisfied. The change in income of
this group of the population is not so strongly
reflected in its propensity to consume.

The consumption function manifests itself
differently during periods of crisis and during
periods of recovery and depends on the gen-
eral rate of economic development of society.
Nevertheless, it is difficult to deny the legitima-
cy of the tendency observed by J.M. Keynes.
Statistical checks carried out later by L. Klein
and M. Friedman confirmed the validity of the
assumption of J.M. Keynes. In particular, for
the short-term period, the marginal propensity
to consume turned out to be 0.57-0.60, and for
a longer period it was noticeably higher — 0.82-
0.839 (Stoleru, 1974).

“Effective demand” acts as the root cause
of achieving economic equilibrium. Keynes
formulates three ways to deal with inefficient
demand:

— A more even distribution of national
income is achieved through active fiscal policy;

— The policy of public works expands
the possibilities of state enterprise;

— Monetary policy stimulates private in-
vestment.

Keynes specifically analyses the motives
for refusing to spend money: a transaction mo-
tive, a precautionary motive, a speculative mo-
tive since accumulation and thriftiness reduce

effective demand. Keynes emphasized the im-
portance of the multiplier, which he borrowed
from Richard Ferdinand Kahn (1905-1989),
who investigated the impact of investment
growth on employment. Keynes transformed
this idea into an income multiplier showing
how a small change in investment affects in-
come change. According to Keynes, money is
not just a veil over deals, but a source of energy
that makes a market economy work. Relations
between people and goods, expressed in mon-
etary terms, acquire an independent existence
and significance, which in a mixed economy
can no longer be ignored, as classical econo-
mists did.

In The General Theory of Employment,
Interest, and Money (1978), Keynes poses the
problem of leaks and injections in the process
of macroeconomic circulation of income-ex-
penses. Later, the Nobel laureates M. Friedman
(1957) with his concept of permanent income
and F. Modigliani (1970) with his concept of a
life cycle developed and elaborated this theo-
ry. Violation of the income-expenditure cir-
cle slows down the economic development of
countries. Therefore, it is necessary to identify
the causes of deviations between leaks and in-
jections, the extent of these deviations and their
consequences.

At the same time, B. Seligman believed
that Keynes’s economic theory failed to rise
to the level of genuine political economy. This
happened because Keynes theory considered
the behaviour of people to be the driving force
of the economic process. He defined economic
relations as the result of relations between peo-
ple and groups. Therefore, in order to change
the behaviour of economically important
groups, it is necessary to effectively use gov-
ernment policy. However, in his conception,
none of these groups has ever shown its own
social interests, inherent only to it. According
to B. Seligman, Keynes’s theory includes too
many technical elements and does not investi-
gate the social causes behind them. Keynes sees
the main task in achieving economic equilibri-
um, being carried away by the quantitative side
of economic processes, but not by their origin
and functioning mechanism. Keynes’s social
philosophy is based on a belief in continuous
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economic development, which, however, does
not imply absolute equality (Seligman, 1968).

Unlike neoclassical theory, institutional
theory distinguishes between individuals and
households. The views of the latter are not
equivalent to the views of individuals. Insti-
tutional theory understands that households
are dependent on the social environment. This
social environment is different in different so-
cieties, so households must take into account
the uncertainty of external conditions that are
constantly changing. This poses the problem
of collecting the necessary information. How-
ever, real households are limited in collecting
and processing information. It depends on the
level of education and training of its members.
In addition, the target setting to a certain extent
depends on the availability of funds to achieve
it. Naturally, in the conditions of differentiation
of households, they possess these funds to var-
ying degrees.

Neoclassic theory proceeded from the
assumption of rational maximizing behaviour
of individuals. The emphasis was made on
the achieved equilibrium state or, in any case,
movement towards it. For neoclassicism, the
absence of chronic informational problems was
typical. Meanwhile, complete rationality is the
exception rather than the rule. In reality, limit-
ed rationality is more typical. In reality, indi-
viduals have rationality only to a limited ex-
tent. Intelligence is limited and, as a rule, there
is a desire to save on it.

2. Institutional approach
to the analysis of household economics

Already being traditional, institutionalism
tried to take into account the mentality while
studying a specific society: a system of val-
ues, goals, stereotypes and habits of behaviour,
psychological types and religious beliefs. An
attempt to take into account the historical as-
pect of a particular society at a specific time of
its development made it possible to bring the
analysis closer to understanding real process-
es. Table 1 shows a comparative description of
theoretical ideas about the rationality of indi-
viduals.

When analysing households, J. Hodgson
draws attention to such factors as the scale of
information, its complexity and uncertainty
(Hodgson, 2003). He draws attention to the fact
that households in their behaviour are guided
by: a) habits; b) cheerfulness; ¢) pleasure asso-
ciated with limited rationality; d) routines; ¢)
average opinion.

The significance of the influence of rou-
tines on the behaviour of organizations in gen-
eral and households in particular was shown
in (Nelson, Winter, 2002: 138-188). Household
behaviour takes into account personal interests,
is influenced by the crowd (or society), and is
modified under the influence of opportunism.

Along with the general principles of the
rational consumer’s choice, there are features
that are determined by the influence of tastes
and preferences on him. An American econo-

Table 1. Comparative characteristics of theoretical ideas about the rationality of individuals

Feature Economic man Hybrid man Institutional
1. Approach to economic | Neoclassical by O. Williamson Institutional
theore
2. Purpose Utility maximization Minimization of transac- | Cultural knowledge
tion costs
3. Knowledge and compu- | Unrestricted Restricted Restricted
tational capabilities
4. Wishes Defined independently Defined independently Defined by culture
5. Dependence on the im- | Independent Independent Not strictly dependent
pact of social factors
6. Rationality Full Restricted Cultural
7. Opportunism No d?ceit (cheat) and no | There is .deceit (cheat), but Therg is deceit (cheat) and
coercion no coercion coercion
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mist H. Leibenstein (1950) divides consumer
demand into two large groups: functional and
non-functional.

Functional demand is such a part of de-
mand, which is conditioned by consumer prop-
erties inherent in the economic good itself
(product or service).

Non-functional demand is such a part of
the demand that is caused by factors that are
not directly related to the qualities inherent in
an economic good. In non-functional demand,
with a certain degree of conditionality, social,
speculative and irrational factors can be distin-
guished. The first is related to the attitude of
customers to the product. Some seek to main-
tain a common style and buy what their ideals
buy. Others strive to achieve exclusivity rather
than go with the flow. Finally, still others have
reached a standard of living whose important
part is demonstrative consumption. Therefore,
H. Leibenstein identifies three typical cases of
mutual influence.

1. The bandwagon effect. The consumer,
trying to keep up with others, acquires what
others buy. He depends on the opinions of other
consumers, and this dependence is direct.

2. The snob effect. In this case, the con-
sumer is dominated by the desire to stand out
from the crowd. And here, an individual con-
sumer depends on the choice of others, but this
dependence is reverse. Therefore, the snob ef-
fect refers to the effect of a change in demand
due to the fact that other people consume this
product. Usually the reaction is directed in the
opposite direction with respect to the generally
accepted one.

3. The Veblen effect. So that is what H.
Leibenstein calls prestigious or demonstrative
consumption, when goods or services are not
used for their intended purpose, but in order to
make an indelible impression (Veblen, 1983).

The population explosion in developing
countries has exacerbated the problem of pov-
erty and has drawn attention to household econ-
omies, whose life expectancy has increased as
a result of a sharp reduction in mortality and
an increase in life expectancy of the popula-
tion. As a result, many scientists began to study
household economies in the third world, and
above all, ways and methods of narrowing the

gap that exists in per capita consumption of the
population of poor and rich countries.

The early work of A. Deaton touched upon
the problem of consumption and its effective-
ness (Deaton, 1992, 1997). In the context of
the population explosion, millions of people
in Asia, Africa and Latin America faced the
problem of survival. Therefore, the question
naturally arose of how effectively those funds
are used that are spent on food by various cat-
egories of the population. S. Subramanian and
A. Deaton set themselves the task of consider-
ing the relationship between the total costs of
economic agents and the nutritional properties
of the products they consume (Subramanian,
Deaton, 1996)*. S. Subramanian and A. Deaton
came to an unexpected conclusion, showing
that the cost of acquiring the calories needed
for daily activity is less than 5% of wages per
day.

In 2013, his monograph The Great Es-
cape: Health, Wealth, and the Origins of In-
equality was published (Deaton, 2013). The
Great Escape is a story about how mankind
tried to get rid of material deprivation and early
death. In it, the scientist notes that over the past
250 years, mankind has made a powerful leap
in the development of health care and improv-
ing the well-being of people. And although not
everyone was able to escape, and not everyone
was ready to take advantage of the luck that had
opened up for them, he speaks of the great pro-
gress that mankind has experienced over the
past 50 years. We see that in recent years, sci-
entists that are more interested in the problems
of developing countries than developed ones
have been engaged in household economies.

The works of the 2019 Nobel laureates
A. Banerjee, E. Duflo (Banerjee, Duflo, 2011;
Duflo, 2012) and M. Kremer (1993) took into
account this experience, but are not limited to it
and find new methods to increase the effective-
ness of the fight against poverty. The focus of
research on new Nobel laureates is not theory,
but practice. To this end, they use a randomized
approach. Since it is very difficult to set up a
controlled experiment, scientists are forced to
rely mainly on observations. To this end, they

2 The materials of this article were later included in the 4%
chapter of the monograph (Deaton, 1997: 200-222).
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compare the results of the control sample with
the sample in which the experiment takes place.

The focus of their attention is a study of
the effectiveness of the assistance provided
by international organizations to developing
countries. In particular, the new Nobel laure-
ates prove that the means to combat poverty
must be sought together with the recipients of
this assistance. This allows you to dramatically

increase its effectiveness.

3. Institutional analysis of households
in transition economy

A transition economy is a changing,
“transforming” society. And household behav-

iour in a “changing society” includes:

A) Changes in the degree of rationality of

B) Changes in the degree of pursuit of per-
sonal interests;

C) Changes in the degree of activity orien-
tation to market relations.

The modern economy of Russian house-
holds is the result of the transition from a nat-
ural planned economy, on the one hand, to a
market economy, on the other hand. However,
the latter includes both legal and illegal econ-
omies. Under these conditions, an institutional
analysis of household behaviour is extremely
important because it not only takes into ac-
count the influence of the institutional space as
a limiter on household actions, but also shows
how this space is gradually changing under the
influence of their actions. One of the first at-
tempts at such a generalized analysis was made

behaviour; by A.N. Oleinik (2002, lecture No. 23).
Table 2. Institutional changes in households in post-Soviet Russia
Changes in Post-Soviet Russia
Source Actually oc-
Features state bEXII{Zfitiigl curred Actually occurred ha Riil?é i
in the USSR y in the period in the 2000s. PP
Reforms the 2010s.
of the 1990s.
Interperson- Relatively high |High Low Gradual return to Slowed down
al trust the previous level
Type of “Cog work- Creative “Snail Peo- Executive worker A slight
employee ers” — ex- worker of the ple”, caring of the “Japanese” increase in
ecutive and “American” only about type (immobile), mobility
non-initiative | type (mobile) self-survival hesitating between
paternalism and
individualism
Consumer The pursuit Creation of The contrast be- | Gradual smooth- Deteriorating
behavior of “deficit” a “consumer tween prestig- | ing of contrasts, nutritional
society" ious consump- | consumer boom structure
tion and forced
asceticism
Investment Almost absent | Development Survival Shift from “living From fixtures
behavior strategy strategy within our means” | to market
to “debt lifestyle” development
Domestic Widespread Absent Very wide- Tended to increase | Remained at
corruption spread the same level
Society The predom- The dominance | The sharp The middle class in | No significant
structure inance of of the “market” |polarization the proper sense of | changes
the “Soviet” middle class of society the word is small
middle class
Civil society Absent It plays the role | Demand for self-government is deferred; civil society

of one of the ba-

sic institutions

institutions are not trusted by either citizens or the state
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Compiled and supplemented by: (Eco-
nomic entities..., 2010: 15).

National economic mentality (business
culture) includes: 1) stereotypes of consump-
tion; 2) norms and patterns of interaction;
3) organizational forms; 4) value-motivational
attitude to work and wealth; 5) the degree of
susceptibility (or immunity) to foreign experi-
ence.

The Russian mentality is characterized
by communality and community that means
considering man as part of the whole. The ten-
dency to humility usually prevents the isolation
of the individual as an autonomous agent. The
processes of reciprocation and redistribution
that existed in Russia played an important role
in this. Hence is the absolutization of moral
values as opposed to material ones, the low
ranks of active-attaining values. Saving and
ownership have traditionally been seen as neg-
ative values. A certain contribution to this was
made by Russian Orthodoxy. From the point
of view of a Russian, success is luck and the
result of luck, as well as the result of personal
connections. Hence is the naive belief in quick
enrichment. Therefore, freedom was perceived
by the average Russian as anarchy (not as inde-
pendence, but the ability to do what one wants).
Therefore, the reaction of a significant part of
the population to the difficulties of transition to
a market economy was not adaptation to it, but
flight from it.

Depending on the adaptation to the mar-
ket, a polarization of society took place. It
broke up into those who adapted to the market
economy, and those who were unable to adapt
to it immediately. M.A. Shabanova divided

the first group into two categories: progressive
and regressive adaptants (Economic entities...,
2003, ch. 3).

Progressive adaptants rely on themselves;
they value higher such rights as creating their
own business, freedom of movement, and up-
holding their own views. On the contrary,
those who failed to adapt to a market economy
(nonadaptants) are much more likely to assess
employment guarantees, income provided by
the state, timely payment of wages, free educa-
tion, and free medical care. Between them were
those whom M.A. Shabanova calls regressive
adaptants. They adapted to a market economy,
but for this they had to make significant chang-
es in their profession, work and lifestyle.

According to M.A. Shabanova, the gap
between the declared, desired and realized
freedom led to the fact that deviation from le-
gal norms has become a kind of norm of be-
haviour, and following them is an exception.
This caused the criminalization of society, the
development of non-legal freedom, when the
violation of new formal rules becomes a new
informal rule. As a result, in the mid-1990s,
Russian society was further away from West-
ern institutional legal freedom than it had been
on the eve of the reforms.

Yu.V. Latov proposed comparing institu-
tional changes in households, firms, and the
state in a tabular form (Economic Entities...,
2010). We continued his approach (see Table 2).
The table shows that the situation in the 2010s
did not change significantly compared to the
2000s. This can be seen from Table 3, which
shows the distribution of cash incomes of the
population from 1970 to 2018 (see Table 3).

Table 3. The distribution of cash incomes of the Russian population in 1970-2018

1970 1980 1990 1995 2000 2010 2018
The 1st quintile (with the lowest income) 7.8 10.1 9.8 5.5 6.0 52 53
The 2nd 14.8 14.8 14.9 10.2 10.4 9,8 10,0
The 3rd 18.0 18.6 18.8 15.0 14.8 14,8 15,0
The 4th 22.6 23.1 23.8 224 21.2 22,5 22,6
The 5th 36.8 334 327 46.9 47.6 47,7 47,1
(with the highest income)
Gini coefficient 0.381 | 0.399 | 0,421 | 0,413

Source: Federal State Statistics Service. Available at: https://www.gks.ru/folder/13397?print=1
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In connection with the introduction of
economic sanctions in the second half of this
decade, there has been an increase in pric-
es. The average consumer feels the burden
of economic sanctions against Russia in the
form of rising prices for consumer goods and
nonessential goods (Nureev, 2019, ch. 4). As
a result, the living costs level in the country
rose sharply for the working-age population
as a whole and for retired population in par-
ticular, since the cost of food accounted for

about half the consumer basket value (see
Fig. 1)

The increase in food prices caused by
sanctions led to inflation (see Fig. 2). All this
resulted in a decrease in real incomes in gen-
eral and especially of the poorest 40% of the
population (World Bank..., 2016: 23).

4. Conclusion

Two forecasts of the near future de-
velopments are possible from the point of

7.0 1.1

213

4.3 47

230 220

All the population ~ Working-age
population
Consumer basket value

O 3zrvices

ENm-food products

Food products

Retired population Children

o Oblizatory payments and fees

Fig. 1. The structure of the subsistence minimum by population groups
in the the 15t quarter of 2015 (in %).
Available at: http://www.gks.ru/bgd/free/b04_03/IssWWW.exe/Stg/d05/image5115.gif
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view of the ordinary consumer: pessimistic
and optimistic (for more details see Nureev,
2019: 138-139). The prerequisites for the de-
velopment of a pessimistic forecast are the
further strengthening of economic sanctions
and the continued decline in oil prices. In
this case, there will be a deepening of Rus-
sia’s economic isolation from the world com-
munity. Sanctions may include the suspen-
sion of Visa and MasterCard in Russia and
the further development of an alternative
MIR system. Under these conditions, Rus-
sia will seek allies in the face of the BRICS
countries and, above all, China. This will
objectively create further prerequisites for
the transition from a unipolar world to a
multipolar one. Any steps in this direction
can lead to consequences that many partic-
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Jlenapmamenm « dxoHomuueckas meopusiy
Qunancosozo ynusepcumema npu Ilpasumenvcmee PO
Poccutickas ®edepayus, Mocksa

Hayuonanvhwlil ucciedosamensbckuil yHugepcumen
«Boulcuias wikona dKoHOMUKUY

Poccutickas ®edepayus, Mocksa

AunHoTaumus. B crarbe paccmarpuBaeTcsi pa3BUTHE B3IVISIOB HAa JIOMOXO3SICTBA B
HEOKJIACCUYECKOM, KEMHCHAHCKOW M MHCTUTYLHOHAJIbHOU JuTeparype. [lokaspiBaroTcs
JIOCTOMHCTBA W HEIOCTAaTKM KaXJO0TO W3 ATUX IMOAX0M0B. Heokiraccuku HE MPOBOIST
paznuuusl  MEXIy WHIWBHJAMH W JIOMAIIHUMU XO3siicTBamMu. KelHCHMaHCTBO
MIPOAHAIM3UPOBATIO WHBECTUIIMOHHO-COEperareIbHyr0 (D)YHKIIUIO JIOMAIIHAX XO3SIHCTB,
MOKA3aJI0 €€ PoJib B KpyroodbopoTe JTOXOI0B U pacxoaoB. OIHAKO OHO HE MOTHSIIOCH 10
MOJUTMHHOW TIOJMTUYECKON SKOHOMHH, IMOCKOJBKY HE CyMeJo IMOoKa3aTh 0COOCHHOCTH
TIOBE/ICHHUSI OCHOBHBIX COIMANBHBIX TPYMI W TpHCymmx UM wHTEepecoB. lllar Bmepen
JleJlaeT MHCTUTYITHOHAITbHAS S)KOHOMUYECKasl TEOPHSI, TOKA3bIBast 3aBUCUMOCTD IOMAIITHUX
XO3SIMCTB OT CONMAIBbHON cpeapl. OHAKO peaNbHBIE JTOMOXO3S1CTBA OTPAHWYCHBI B
cbope u 00pabotke nHpopmarmu. Tem Oosiee B yciioBuH AuddepeHIHaniuy JoMaIHIX
XO3SIMCTB OHU OOJIAJIAIOT ITUMH CPEJICTBAMHU B PA3HOU CTEIICHHU.

Jemorpadudeckuil B3pbIB B pa3BHBAIONIUXCS CTpaHaX 00OCTpHIiI MpodiieMy OeJTHOCTH
Y TIPUBJICK BHUMAHUE K YKOHOMHKE JIOMAITHUX XO3SHUCTB, MPOJIOIDKUTEIHHOCTD KU3HA
KOTOPBIX yBEIUYMIach B cTpaHax Asuu, Adpuku u JlaTuHcKOH AMEpHKH B pe3yibTare
PE3KOTO COKpalleHWsI CMEPTHOCTH W YBEIWYCHHs] TPOJOJDKUTEIBHOCTA JKU3HH
HaCeJICHHS.

CrnenmanbHbI  pa3fen TOCBSIICH WHCTUTYIMOHAIBHOMY W3MEHEHHUIO JOMAITHUX
XO3IMCTB B mocTcoBeTckor Poccnu. [lokaspiBaeTcs, 4ero ymaanoch W 4ero He yJanoch
JIOCTUYb 32 MOCTIEHNAE TPHULATH JICT.

KuaroueBble cjioBa: JoMalllHUE XO3SHCTBA, TOTpeOeHHE U COCpEeKEHUS, WHBECTHIINN
JOMAalIITHUX XOSHﬁCTB, HepexoleasI OKOHOMUKa, 3KOHOMHNYCCKHC CaHKI WU,
WHBECTUIIMOHHO-COeperaTebHas (PyHKIHS JOMAIITHUX XO3SHCTB.

CraTbsi TOATOTOBJIEHA IO pe3yibTaraM HCCIEOBaHUM, BBIMOJIHEHHBIX 3a CYET
OIO/DKETHBIX CPEJCTB 110 TOCYIapCTBEHHOMY 3aJaHni0 DUHAHCOBOTO YHUBEPCUTETA IPU
[IpaBurenscte PO o Teme «CemMeiiHble TOMOX03HCTBA KaK SKOHOMUYECKUI CyOBEKT».

Hayunas cnenmansaocts: 08.00.00 — skoHOMUYECKHE HAYKH.
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Introduction

Currently, the world’s leading countries are
concerned about the transition to development
trajectories that not only maximize economic
growth, but also pay considerable attention to
compensation for environmental degradation.
At the same time, there is an urgent need for
the search for adequate ways to jointly assess
the dynamics of economic growth and its en-
vironmental consequences, and also the need
for the study of the sustainability of the devel-
opment of economic systems at various levels,
including regions and municipalities.

In the decades since Brundtland’s report
(1987), dozens of tools for assessing sustain-
ability have been developed and applied by var-
ious research teams and international organiza-
tions worldwide (Barrington-Leigh, Escande,
2018; Cobb et al., 1995; Costanza et al., 2014;
Daly, Cobb, 1989).

One of the most common tools used to
assess sustainability is the integral indicator,
Genuine Savings (Pearce, Atkinson, 1993; Bolt
et al., 2002). Sufficiently wide experience has
been accumulated in assessing the sustainabil-
ity of both Russia as a whole and its individual
regions with the application of various tools
(Bobylev, 2011; Belik, Pryakhin, 2013; Gla-
zyrina et al., 2010; Zabelina, Klevakina, 2011;
Ryumina, 2013). In particular, there are quite
a few works to assess the genuine savings of
individual regions or other sub-federal entities
in Russia (Bobylev et al., 2011, 2012; Mekush,
2011; Korobitsyn, 2015). The purpose of our
long-term work was to propose a modification
of the method of genuine savings estimation
for the level of Russian regions and municipal
entities, which would enable increasing the ac-
curacy of estimates and make them comparable
in time. The method developed for calculating
genuine savings for the regions is going to be
introduced into the Russian statistical account-
ing system and can be used by both state and
executive authorities. Proposals on introduction
of the methodology of calculation of genuine
savings of regions into the system of Russian
statistics are enlisted in the recently published
work (Pyzhev et al., 2019). This article focuses
on modifications of the author’s methodology
developed for the level of municipalities on the

example of single-industry towns of Siberia
and the Far East. From our point of view, it is
critically important to consider the economic
systems of regions through the prism of munic-
ipal units which generate the bulk of gross val-
ue added and, as a consequence, it is the cities
and towns that are experiencing most of the en-
vironmental impact. This is especially obvious
for towns which manufacture mostly one type
of products critical for the region, and it is the
environmental and social policy of one particu-
lar enterprise that determines the quality of life
of the population both in the single-industry
towns and in the region as a whole.

Methodology

The value of genuine savings (GS) in the
region, according to our methodology, charac-
terizes the rate of savings’ accumulation after
proper accounting of the depletion of natural
resources and damage from environmental
pollution. The indicator is the result of cor-
rection of gross domestic savings. There are
three main stages of correction: at the first
stage, the amount of fixed capital depreciation
is subtracted from gross domestic savings (in
Russian statistics, depreciation of fixed assets
can be regarded as an analogue of this indica-
tor). At the second stage, genuine savings are
increased by the amount of education expenses
enhancing the human capital. From the point
of view of sustainable development, the third
stage is fundamentally important, as here the
depletion of natural capital (energy and miner-
al resources, as well as the balance of changes
in forest resources) and damage from environ-
mental pollution (emissions of CO, and partic-
ulate matter) are subtracted. All values includ-
ed in the calculation are taken as a percentage
of gross national income.

Thus, the value of genuine savings of re-
gions is determined as follows:

GS = (TS — FPC + HC -
~DNR - ED) / GRDP x 100%, 0

where TS are gross savings (mln rub.);

FPC is fixed capital consumption (mln
rub.);

HSC is investment in human capital (mln
rub.);
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Table 1. Features of author’s GS calculation methodology

GS component

Indicators used for evaluation

Gross Savings

Gross fixed capital formation

Consumption
of fixed capital

Accrued for the accounting year depreciation of fixed assets (depreciation and
amortization recorded in the accounting and reporting periods) of commercial and
non-commercial organizations by all forms of ownership

Investments in
human capital

— Expenditures of consolidated budgets of RF subjects concerning education and
healthcare;

— Grants to leading universities;

— Consumer spending of households on education and health

Damage from
environmental pollution

1) Valuation of damage from emissions of pollutants from stationary sources:

— carbon dioxide,

— hydrocarbons without VOC (methane),

— nitrous oxides.

2) Cost estimates of carbon dioxide emissions from mobile sources (based on CO,
emissions, average fuel consumption, vehicle mileage and number of vehicles
registered in the territory)

Depletion of mineral
and energy resources — oil, natural gas, coal;

— gold, copper, nickel

Valuation of the depletion of natural resources:

Depletion of forest

resources forest auction data)

Valuation of forest resource depletion coupled with reforestation costs (based on

DNR is the cost of depletion of non-renew-
able natural resources (mln rub.);

ED is the damage from environmental
pollution (mln rub.);

GRDP is the gross regional domestic
product (mlIn rub.).

Features of evaluation of each component
are given in Table 1.

Genuine Savings of Siberia
and the Russian Far East regions

Previously, the researchers estimated
genuine savings of the regions of Siberia and
the Far East in 2000s and 2010s using the
above-described methodology (Syrtsova et al.,
2016; Pyzheva et al., 2020). For example, esti-
mates of genuine savings of Siberian regions
are presented in Table 2.

The analysis of the received estimates
demonstrates a certain regularity: in 2015 neg-
ative values of genuine savings are character-
istic for resource-mining regions and regions
where large scale harmful processing industries
are located. Such regions are primarily the Ke-
merovo Oblast (-14%), Tomsk Oblast (-6.4%),
Irkutsk Oblast (-3.3%), Krasnoyarsk Krai

(-0.9%). The Kemerovo Oblast has the largest
number of single-industry towns (monotowns)
among the regions of Siberia and the Far East,
which were created in connection with coal
mines. The Tomsk Oblast traditionally special-
izes in the extraction of iron ores, peat and oil,
but only the city of Kemerovo has received the
single-industry town status. Seversk, which is
home to the Siberian Chemical Combine JSC,
which belongs to the nuclear industry. In the
Irkutsk Oblast (-3.3%) gold, coal and iron ore
mining accounts for a large share of mining op-
erations, while machine-building, metallurgy
and logging account for a large share of man-
ufacturing operations. The Krasnoyarsk Krai
has a minimal negative value approaching 0
(-0.9%), despite huge reserves of various min-
erals: nickel ores (95% of Russian reserves),
gold (about 20% of Russian reserves), coal and
lead ores. It is obvious that such a low negative
value of GS in large-scale resource extraction
is explained by substantial investments in mod-
ernization of production facilities, which not
only improve their production efficiency, but
also have a positive impact on environmental
safety (expressed as a reduction of emissions
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Table 2. Estimates of GS of Siberian regions in 2004-2015, % GRDP

Region 2004 2007 2010 2014 2015
Altai Republic 39.3 56.0 59.2 47.9 33.1
Republic of Buryatia 10.6 194 25.3 17.6 13.3
Republic of Tuva 27.5 324 37.6 51.8 349
Republic of Khakassia 10.2 15.9 12.1 15.1 5.9
Altai Krai 17.4 239 222 28.6 20.3
Zabaikalsky Krai 21.4 20.3 19.9 19.9 20.5
Krasnoyarsk Krai 5.8 12.9 11.6 1.4 -0.9
Irkutsk Oblast 8.5 29.6 10.7 39 -33
Kemerovo Oblast -1.5 2.1 1.6 2.4 -14.0
Novosibirsk Oblast 16.3 24.8 25.0 247 18.8
Omsk Oblast 13.9 25.1 20.1 17.6 15.1
Tomsk Oblast -15.6 9.2 2.0 -3.6 -6.4
Source: (Syrtsova et al., 2016).
Table 3. Estimates of GS of Far East regions, % GRP
Region 2004 2007 2010 2014 2015
Sakha Republic (Yakutia) -0.8 347 10.7 -0.9 —-15.8
Kamchatka Oblast 2.3 33 14.3 -35.1 15.0
Primorsky Krai 7.9 19.5 41.2 16.2 11.9
Khabarovsk Krai 253 36.0 442 19.4 7.7
Amur Oblast 36.6 47.9 45.2 24.0 14.3
Magadan Oblast -1.5 29.5 19.1 124 17.6
Sakhalin Oblast 83.4 22.1 0.5 =59 —-14.6
Jewish Autonomous Oblast 31.5 49.1 60.7 17.6 18.2
Chukotka Autonomous Okrug 87.4 30.9 -36.2 —44.0 -56.3

Source: (Pyzheva et al., 2020).

into the atmosphere and, consequently, an in-
crease in GS value).

Similar conclusions can be drawn from
estimates of GS savings of the Far East regions
on a corresponding time horizon (Table 3).

Analysis of GS of the Far East regions
also points to three leading raw material re-
gions (according to data for 2015): The Repub-
lic of Sakha (Yakutia) (-15.8), Sakhalin Oblast
(-14.6), Chukotka Autonomous District (-56.3).
In all the above-mentioned regions the struc-
ture of gross value added is dominated by min-
erals extraction and there is a sharp upsurge

in natural resources depletion due to the boost
of hydrocarbon production in the regions. The
Magadan Oblast is an exception, since despite
the predominant role of extraction of minerals,
GS there are much higher than zero. The rea-
son for this is the dynamics of gross savings
of regions: the majority of regions have nega-
tive dynamics for the period under consider-
ation, while for the Magadan Oblast it is pos-
itive. Over the studied period (2004-2015) the
Magadan Oblast’s GS value displayed negative
dynamics. The GRDP of the Magadan Oblast
grew in 4.7 times, while the gross savings of
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Magadan Oblast grew in 12.5 times. Thus, the
annual increase in the share of gross savings
(% of GRDP) allows the region to keep positive
GS while natural resources are being depleted
due to the increase in gold production, with
stable coal production volumes. As for positive
GS, the maximum value can be observed in the
Jewish Autonomous Oblast. The given territo-
ry does not possess mineral and raw material
base for development of mining sector, hence,
the value of exhaustion of natural resources is
minimal, so the value of GS is high.

Genuine Savings of Single-Industry Towns
of Siberia and the Far East

Let us consider what role single-industry
towns play in ensuring genuine regional sav-
ings (Tables 2 and 3) and what consequences
are experienced by the population living there.
At present, 89 out of 312 single-industry towns
of the Russian Federation are located in Sibe-
ria and the Far East. A more detailed analysis
of the economy of these single-industry towns
on the basis of their development indicators,
which were determined by Order of the Rus-
sian Government No. 170-r dated February
2, 2017, shows that the existing grouping of
three categories, depending on the risks of so-
cio-economic deterioration, does not take into
account the existing significant features of
towns and does not provide for adequate man-
agement solutions to improve the quality of life
of the population. In our opinion, the policy im-
plications should take into account at least the
sectoral affiliation and the scale of settlements,
since it is impossible to apply the same mea-
sures to towns in which value added is formed
according to completely different principles.

According to the results of the audit of
available statistical information, we have
formed a database on single-industry towns in
Siberia and the Far East, which includes such
data as the industry affiliation of the towns,
the names of the town-forming enterprises,
the number of town population, the number
of people working at the town-forming enter-
prises, the unemployment rate, the revenue of
the town-forming enterprise, the cost price of
sold products of the town-forming enterprise,
investments in the fixed assets of the town.

When compiling the database, the fol-
lowing data were used: data from Rosstat;
data provided by municipal statistics bodies;
data contained in the State reports on the state
of the environment of the Russian Federation
and regions; annual reports of town-forming
enterprises; data from the accounting reports
of town-forming enterprises, obtained from
the database Kontur.Focus. Static estimates
of GS for monotowns in Siberia and the Far
East for 2018 were obtained using the data-
base created. The purpose of calculating GS
for single-industry towns was to form an al-
ternative classification, taking into account
sectoral specificity of towns, which is nec-
essary to improve the quality of life there.
Currently, many economically successful
industrial towns face the problem of critical
deterioration of the environmental situation,
which may lead to their unsuitability for the
population, while other municipalities, whose
businesses are on the verge of closure, face
a sharp outflow of population due to lack of
jobs and for this reason they are on the verge
of extinction. In order to make calculations at
the level of towns, the author’s methodology
for calculating GS for regions was modified
(see (1)). As a proxy variable for gross sav-
ings of cities, Net investment in fixed assets
of the town-forming enterprise (got from open
accounting forms) was used. Pollution dam-
age was evaluated on the basis of a minimum
estimate (due to a dramatic lack of statistical
observations for pollutant emissions), namely,
the gross emissions of town-forming enter-
prises, which were equated to the cost esti-
mate of CO, emissions, since not all enterpris-
es provide information on emissions in terms
of pollutants. Depletion of mineral resources
was estimated by the cost of extraction for the
subsoil user company (including costs not di-
rectly related to extraction).

Based on the results of the calculation of
GS of Siberian and Far Eastern cities, as well
as taking into account the sector and scale of
settlements, there were identified four clusters
of monotowns:

1) towns with a positive value of GS (there-
fore, they are characterized by relative sustain-
ability of development) and town-forming en-
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terprises presumably do not have a significant
impact on the city environment (mainly this
group includes towns specializing in food and
beverage production, road/bridge construction,
rail transport services as the basic employment
facilities);

2) towns, which have values of GS close
to zero and town-forming enterprises that sig-
nificantly degrade the ecology of the city, while
not producing natural resources in the imme-
diate vicinity of the city (mainly this group in-
cludes towns that concentrate on metallurgical,
engineering, woodworking, chemical produc-
tion and distribution of electricity);

3) towns with negative values of GS and
town-forming enterprises devoted to mining
natural resources (coal, iron ores, ores of rare
earth metals, diamonds);

4) towns, for which there is no statistical
information, in view of the fact that their en-
terprises are either liquidated, or are in the pro-
cess of liquidation.

Table 4 presents the average estimates of
GS of Siberian and the Far Eastern single-in-

dustry towns by regions, indicating their pre-
vailing cluster.

It is easy to notice that even in the re-
gions with positive total GS, the average GS
of all monotowns have a negative value. This
only confirms the hypothesis expressed at the
beginning of the article that these towns ex-
perience the major consequences of intensive
industrial development. For example, the max-
imum negative value of the average GS for the
Krasnoyarsk Krai is explained by the presence
of Norilsk, a big single-industry town with the
most powerful mining and metallurgical pro-
duction, the Polar Division of Norilsk Nick-
el Company. It should be noted that the total
value of GS in the Krasnoyarsk Krai is not the
lowest, which is explained by large-scale in-
vestments in modernization of production fa-
cilities, including environmental investments.
However, within a particular town, it can be
seen that environmental damage in the form of
air emissions exceeds investment in fixed as-
sets. It is also interesting to note that the Ke-
merovo Oblast, which has the highest negative

Table 4. GS Estimates of single-industry towns of Siberia and the Far East in 2018, % GRDP

Region Prevailing cluster by populatil)i gi;%;es?, 9% GRDP
Siberia
Altai Krai 2 0.05
Republic of Buryatia e2 —-0.72
Republic of Khakassia 2-3 —-0.32
Zabaikalsky Krai 3 -0.93
Krasnoyarsk Krai 2 -2.17
Irkutsk Oblast 2-3 —0.42
Kemerovo Oblast 3 —0.19
Novosibirsk Oblast 2 0.05
Omsk Oblast 1 0.03
Tomsk Oblast 2 -1.16
Far East
Sakha Republic (Yakutia) 3 —-0.55
Primorsky Krai 2-3 —0.003
Khabarovsk Krai 2-3 —0.28
Amur Oblast 1 —0.21
Chukotka Autonomous Okrug 3-4 -0.94

Source: author’s calculations.
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value of total GS in the region among Siberi-
an regions, is not characterized by the highest
negative value of average GS calculated for ev-
ery single-industry town. In our opinion, such
a situation may be connected with the fact that
those industries that determine negative GS are
located in larger cities that do not have the sta-
tus of a single-industry town. In any case, the
majority of single-industry towns in the Kem-
erovo Oblast are towns created to work with
coal mines and open-pit mines, undergoing all
the negative environmental impacts of the coal
industry, and once the operation life of mines
and open-pit mines has come to an end, the
towns will move to cluster no. 4 and turn out to
be on the verge of closure. For the Altai Krai,
the Novosibirsk Oblast and the Omsk Oblast
as a whole, as well as single-industry towns on
average, positive GS estimates have been re-
ceived. The only towns in the Omsk Oblast and
Krasnoyarsk Krai, which exert no significant
negative impact on the environment, specialise
in the food industry. As for the Altai Krai and
the Novosibirsk Oblast, where the chemical in-
dustry, machine-building and construction ma-
terials industries are predominantly developed,
we should note that the listed industries have
an unquestionably negative impact on the envi-
ronment, but the scale of this impact, compared
with, for example, the metallurgical industry, is
undoubtedly several times smaller. Besides, at
relatively small scale of production it is much
easier to “reimburse” the environmental dam-
age by investments in the fixed capital of the
enterprise.

The resource producing regions, such as
Chukotka Autonomous Okrug (-0.94%), the
Republic of Sakha (Yakutia) (-0.55%) and the
Khabarovsk Krai (-0.28%), are singled out by
the calculated average GS value of the sin-
gle-industry towns of the Far East as well as
by the total GS of the regions. It is interesting
that for the Khabarovsk Krai total GS value of
the region is positive and amounts to 7.7% of
GRDP, which correlates well with the fact that
there are only two single-industry towns on the
territory of the region: with the preponderant
coal industry and with the prevalent machine

building industry. Obviously, it is the coal in-
dustry that predetermines the negative GS aver-
age value in the Khabarovsk Krai monotowns.
It is worth mentioning that half of the Amur
Oblast towns were attributed to the most “en-
vironmentally friendly” cluster possible, but
on average, the region is indicative of negative
GS value. And this is indisputably associated
with a fairly large center of coal mining with
the region already classified in the cluster no. 3
according to our classification.

Conclusion

To sum up, this study shows that Russian
single-industry towns, being milestones of eco-
nomic growth not only in the regions, but also
in the country as a whole, are under great en-
vironmental stress nowadays. And even if, as
a whole, the region is characterized by suffi-
ciently high GS values, which indirectly attests
to the welfare of the population living in the
region, a more detailed analysis proves that the
monotowns, which host the enterprises actual-
ly providing most of the gross value added of
the country, have negative values of GS and are
often on the brink of either ecological (if the
town-forming enterprise operates successfully)
or social catastrophe (if the enterprise is on the
threshold of social tension). And since the popu-
lation in the majority of these cities is relatively
small, the problems of this population are form
being written in the agenda of regional and na-
tional authorities. Yet, it is important to under-
stand that sustainable growth of GS as an indi-
cator of the quality of economic growth, both
at regional and national levels, can be achieved
only when sustainable growth of each compo-
nent of the system is ensured. It is necessary
to start with the development of differentiated
policies for groups of towns that are similar in
terms of basic industry and population size. In
addition, the author’s idea of clustering towns
depending on the level of GS can be scaled to
absolutely all towns of the Russian Federation
and the genuine savings can become if not key
ones, but at least some of the tools that could
be used to pursue the sustainable development
policy for a particular city.
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Cubupckuil pedepanvrwlil yHusepcumem
Poccuiickaa @edepayus, Kpacnoapck

AHHOTaIII/Iﬂ. O[[HI/IM U3 HanbOojee M3BECTHBIX U OTHOCHTEILHO JIETKO BBIYHCISIEMBIX
HUHTETPpaJIbHbIX IoKazareJiei yCTOﬁ‘IHBOCTH pa3BUTHUSA ABIACTCA MOKA3aTC/Ib UCTUHHBIX
coepexeHuii. B HacTosIIeH cTaThe aKIIEHT c/eslaH Ha MOJU(DHUKAIIMAX METOAUKH pacyeTa
UCTUHHBIX COEpEeKCHUH Ui ypOBHS MYHHIUNAJIBHBIX OOpa30BaHUM Ha NpHMeEpe
MoHoropojoB Cubupu u JansHero Boctoka. Takoil BEIOOp 0ObekTa HCCIEIOBAHUS
06yCJIOBHeH TUIIOTE30M O TOM, YTO UMCHHO MYHHUIUIIAJIUTETHI UCIIBITHIBAIOT 60HLH1yIO
YacTh SKOJIOTUYECKUX U COIMATBHBIX IOCJIEACTBHH HKOHOMHYIECKOTO POCTA PErHOHOB.
Ha ocHoBe oTueTHOCTH TNpeAnpHATHH chopMupoBaHa 0a3a JAaHHBIX, KOTOpas 3aTeM
UCTIONIB30BaHa ATl pacueTa UCTHHHBIX cOepeskeHnit MoHOropoaoB Cubupu u JlansHero
Boctoka. B pesynbprare nmomyueHa HoBasi KiacCH(HUKAIUS MOHOTOPOJOB, BKITIOYAIOIIAs
YETBIPC KJIACTCpa, BBIACICHHBIX B 3aBUCHUMOCTU OT YPOBHSA HCTHUHHBIX C6epe)KCHPII71,
OTpPACHIN CTIEIHATN3aLUN U YUCICHHOCTH HaceaeHus. HOBbIN moaxos K kiaccuuKanuu
MOHOTOPOA0OB MOKET UCIIOJIb30BATHCA PErMOHAJIbHBIMU U MYHUIMIIAJIbHBIMU OpTaHaMu
BIACTH C Leablo (opMupoBaHus AU(DGEPEeHINPOBAHHON MONUTHKH YCTOWIMBOTO
Pa3sBUTHS MOHOTOPOJOB. AHAajM3 CpPETHMX HCTHHHBIX COEpeXeHHH MOHOTOPOJOB B
paspese PernoHOB ITOKA3aJI, UTO JaXKe €CIU B IIEJIOM PETHOH XapaKTEePU3yeTCst JOCTATOYHO
BBICOKMMH 3HAYEHHUSIMH UCTHHHBIX COepeKeHHId, TO OoJiee TOAPOOHBIN aHaTN3 TOPOJIOB,
B KOTOPBIX Ha CaMOM JIeJie HaXOASATCS MPEANPHUATHS, 00ecTieunBarone 00NbIIyIo 4acTh
BaJIOBOI'O BHYTPEHHEIO MPOAYKTa CTPAaHbl, UMCIOT OTPULIATCIIbHBIC 3HAYCHUA NCTUHHBIX
cOepeKeHH 1 YacTO HaXOAATCS Ha TPAaHH 3KOJIOTNYECKON MIIN COLUATbHOM KaTacTPO(BI.

KiroueBble ciioBa: YCTOfIqHBOCTL Pa3sBUTHsA, HUCTHUHHBIC C6epC)KCHI/I5[, WHAUKATOPbI
YCTOIZQHBOCTH Pa3sBUTHA, MOHOTOPOJa, SKOHOMHUKA ITPUPOAOIIOIBE30BaHU.

HccnenoBanue BhIMONHEHO TpU (prHAHCOBOM mojiepkke PODU B pamkax HaydHOTO
rpoexTa Ne 19-010-00841.
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Abstract. The article is devoted to the problems of behavioral economics in terms of
formation of the attitude and perception of goods with zero price in their special form —
“freebie” (or in Russian — “haljava”) as a special form of free (or almost free) good. The
study showed the relationship between economic and non-economic goods. The definition
of “freebie” is given as a situation of receiving a good in which an individual (recipient)
bears zero or insignificant (inconspicuous) economic or physical costs with a perceived
high assessment of the usefulness of the good. Three situations were considered: the
recipient of a good is a consumer, an employee and a special case of employee — a student
obtaining grades in the educational process. Market surpluses in these situations were
analyzed in terms of “freebie” and “pure freebie”. An in-depth interview was conducted
among students which revealed that 95% of respondents drew a parallel between “freebie”
and luck but “freebie” can be prepared to. An interesting finding is the fact that parents’
money is perceived starting from the third year as a “freebie”, while in younger courses
it perceived as the help of parents. When studying the issue of morality in a situation
“freebie”, it turned out that if a “freebie” does not harm anyone, then this phenomenon
is allowed and, moreover, is compared with entrepreneurial activity. Such phenomena as
“free money” and “freeloader” as a stable “free” strategy were also analyzed. The latter
was negatively judged by respondents. In conclusion, questions are raised for further
research of the phenomenon.
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1. Introduction

Traditionally, in economic theory all
goods are divided into economic and free.
Free goods are characterized by accessibili-
ty without perceived restrictions. In another
way, the market for such goods is absent due
to their prevalence above their existing de-
mand. The opportunity costs of production
and consumption of such goods are also equal
to zero. The assertion should be considered
as a mistake that free goods do not have the
properties of rarity. Reproducible free goods
are self-reproducing at a rate exceeding the
rate of their economic use, non-reproducible
ones have such a level of supply that provides
consumption for many years in advance. But
this does not mean that the goods are infinite-
ly accessible. There is no point in producing
free goods, because their offer is so great that
no one is going to pay for them, and, as a re-
sult, their price is zero.

In the search for examples of absolute-
ly free goods (Brynjolfsson et al., 2019; Gal
& Rubinfeld, 2016), a researcher inevitably
stumbles upon a difficulty, because there are
no uniquely free goods, or, in other words, at
the same time the goods can be both economic
and free. For example, in economic theory sun-
light is treated as a free good, but why then do
consumers pay for visiting a solarium? Often
a consumer would like to get rid of free goods
and is willing to pay for it. In this case, getting
rid of a free anti-good (such as mosquitoes in
the open air) is in itself a blessing and also rare
for which the consumer is willing to pay.

Most of the goods that are in demand by
society are economic ones. A good is economic
or rare if its required quantity as a free good
exceeds its available free offer (Bronfenbren-
ner, 1962). For the production of an economic
good, it is required to abandon the production
of other goods and redirect limited resources
to the required good. That is why economic
goods have a value associated with the need to
reimburse the cost of reproduction (for repro-
ducible resources) or rent (for non-reproducible
resources).

Under ordinary conditions, the price of
the economic good is set in the positive area of
the axes of prices, however, there are situations

where it can be set at zero level. In fact, in very
rare cases, the price may fall even below the
zero level, which means that the consumer will
be paid extra for getting rid of the goods. The
situation is rare, but in principle conceivable,
especially considering costs of storing goods or
the opportunity cost of the area of storage facil-
ities. However, this state of business is not nor-
mal, but rather a combination of unfortunate
circumstances, or an entrepreneurial mistake.

During market competition, buyers are
interested in lowering prices, a special case of
this process is a zero price condition.

This paper is devoted to answering ques-
tions concerning characteristics of a situation
when zero price for a product is a nonrandom
phenomenon.

In 2007, Dan Ariely published a paper
“Zero as a Special Price: The True Value of
Free Products” (Ariely, 2007), where he de-
scribes the characteristics of the demand for
goods with zero price. As a part of the research,
he conducted a series of experiments, as a re-
sult of which comes the following conclusion:
the demand for the good “overreact” to a de-
crease in the price from its minimum value (for
example, 1 cent) to zero. Even when prices for
other goods are reduced much more significant-
ly (for example, from 15 to 10 cents) than the
price of a “free” product (for example, from 1
cent to 0), the experiment participants prefer a
product with a zero price. That is, for people, a
product with a zero price (“pure freebie” in our
further terminology) acquires additional value.
D. Ariely offers a number of psychological ex-
planations for this process. First, the receipt of
“freebies” is not regulated by the market, but
by the laws of social exchange (Heyman, Arie-
ly 2004). Secondly, individuals have difficulty
translating the value of the good’s value into
money, the case of free facilitates this process.
Thirdly, chargeless evokes positive emotions
that add utility to good.

It is worth noting that the approach of
D. Ariel is unique. In Russian and international
studies, free goods or economic goods, but sold
at a zero price, fall outside the range of vision
of researchers due to the lack of a positive eco-
nomic effect from the production of such goods
(in other words, the production of goods sold at
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a zero price means a systematic loss that con-
tradicts the aim of entrepreneurship). However,
if the phenomenon exists, then it makes sense.

Firstly, free goods can be made economic
by limiting their supply, and it facilitates the
formation of a new market in which for some
time a situational monopoly will arise, which
will induce an economic profit in the short run.

Secondly, economic goods sold at a zero
price also induce a positive effect for produc-
er. They help in entering a new market or re-
distributing shares in an existing market. The
perfect mastership in managing consumer
market behavior is the creation of a situation
where the consumer, at a formally zero price of
the product, reimburses its producer not only
for costs, but also gives a net positive effect in
some cases — profit. It is worth mentioning that
in the previous situation, the calculation of the
full price (including not only the amount indi-
cated on the price tag, but also the total costs
incurred by the consumer in connection with
the purchase of the “free” good) is meant.

Since the consumer is not always cogni-
tively able to perceive the full price of the prod-
uct, the consumer’s desire to “buy” the product
at zero price is very strong.

2. Theoretical framework: “freebie”
as an economic phenomenon

Here the concepts necessary for further
discussion will be defined. In economic termi-
nology (as in the terminology of related social
disciplines) there is no special word for the situ-
ation of obtaining goods at zero price. In youth
slang there is an established name for such sit-
uations — “freebie” (or in Russian — “haljava”).
Based on the etymology of the word “freebie”
(as well as the definitions given by answers of
our respondents), we can conclude that “free-

Py

Qo Q
S

Fig. 1. “Freebie” as a consumer surplus

bie” is a situation of receiving a good in which
an individual (recipient) bears zero or insig-
nificant (inconspicuous) economic or physical
costs with a perceived high assessment of the
usefulness of the good (see Chto oznachaet slo-
vo «xali avay, 2017; Helemendrick, 2008).

There are two situations of obtaining a
“freebie”.

1) The recipient of a good is a consumer.
He demands for the good and buys it at zero
price.

2) The recipient is an employee, makes a
labor offer and receives remuneration for it. In
this case, with a zero level of effort, he receives
a significant reward. A special case is the situ-
ation with obtaining grades in the educational
process.

In each of the situations, we consider the
general case when there is a compensation pay-
ment by the recipient, i.e. the price or level of
effort is different from zero (Fig. 1a, 2a, 3a) and
a special case (“pure freebie”), when the recip-
ient does not contribute anything for the goods
(Fig. 1b, 2b, 3b).

To analyze the first case in economic theo-
ry, there is an instrument of consumer surplus.
The consumer is ready to pay the price for the
product (P)), but will not do it if it is possible to
buy it at a lower price (P_; Fig. 1a) or even get it
for free (P_= 0; Fig. 1b).

The second case means obtaining “free
earnings” as a producer surplus. In the per-
ception of respondents, “free money” or
“easy money” is, firstly, money received in
a very simple way with minimal effort; sec-
ondly, the positive difference between the
amount that they are promised to get (or the
students expected to receive) and the amount
that they actually get; thirdly, the additional

Weomy=0

Q b
Fig. 2. “Freebie” as a producer surplus
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unexpected bonus for the work done earlier
and the main payment for which has already
been received.

Graphically, “free earnings” is a positive
difference between the fee for labor efforts paid
(W_.,) and the minimum necessary and “hon-
est” compensation from the recipient’s point of
view (Wiommp)> which is shown in Fig. 2a. If the
recipient did nothing at all (his labor efforts are
zero, Fig. 2b), he is unlikely to refuse the pay-
ment.

“Freebie” in the educational process (“stu-
dent freebie”) is a producer surplus. The stu-
dent makes an effort that is assessed by the
teacher. It is possible both a situation of under-
payment for the efforts spent to prepare for the
exam (usually causing violent negative emo-
tions) and overpayments (in this case, emotions
are no less strong, but carefully hidden in fear
of revealing your real level of knowledge and
thereby lower the grade). The latter is a “free-
bie” situation. So, in accordance with Fig. 3a,
the student spent on preparing for the exam
efforts to calculate it for the satisfactory mark
(Qe (Q,, Q,)), but quite unexpectedly (s)he re-
ceived an excellent mark. Even more fun is get-
ting an excellent mark without any effort at all
(Qe (0, Q)), Fig. 3b).

Of particular note is the measurement of
the “freebie” value, which graphically rep-
resents the area of the shaded rectangles in
Fig. 1, 2 and 3. However, due to the fact that
P, and W aT€ psychologically determined
estimates, the determination of the “freebie”
value in different situations is a scientific and
practical problem. It is necessary to make a
remark regarding the conventionality of the
above figures containing graphs that clearly
show the “freebie” value. The fact is that, in
accordance with the results of D. Ariely, the

a mark b
s = s
— good Qu
__ sat
Eff;ort’s Efforts
0 @ o 0 0 O Qs

Fig. 3. “Freebie” in learning process

value of a freebie is estimated by the consumer
at a higher utility per ruble of savings than the
utility per ruble of the price paid for the prod-
uct, which means that not all of the surplus is
shown on the graphs. Sales promotion special-
ists have long understood this fact and are us-
ing these behavioral features when conducting
product presentations, distributing samplers,
giving gifts, etc. Often, the monetary effect of
revenue growth from such events exceeds not
only their costs, but also turns out to be more
effective than large-scale and expensive adver-
tising companies.

An alternative approach to determining
the size of a “freebie” is an excessive compen-
sation (Shmakov, Bulgakova, 2011). In accor-
dance with the risk neutrality approach, com-
pensation should fully compensate for the loss.

Or return the consumer to the original in-
difference curve. Damage can be understood as
all the cases described above, namely: the loss
of another good (in the particular case, money)
owned by the consumer, as well as the spent
efforts of the consumer (as the cost of labor ex-
pended).

In accordance with Fig. 4a, damage (Q,, —
Q,,) can be compensated by the provision of
goods B in the amount of (Q,, — Q,,), which cor-
responds to fair compensation, as well as in the
amount of (Q,, — Q,,), where part (Q,, — Q,,) is
a “freebie” and corresponds to the general case.
Fig. 4b shows the case of a “pure freebie” when
the recipient did not lose anything and receives
the benefit of B for free.

The approach to measuring the utility of
a good to describe the receipt of goods with a
zero price is not suitable due to the inability to
evaluate utility using any of the existing meth-
ods (Ryzhkova, 2013), because the zero price
does not allow to reach the optimum.

[

\_\
0

Qs1  Qm Qss B Qs Qm: B

Fig. 4. The method of neutrality to risk and “freebie”
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3. Methods

This paper contains results of an in-depth
interview of students of different courses in
economic specialties of the National Research
Tomsk Polytechnic University regarding their
perception of the phenomenon of “freebies” in
the educational, labor and consumer sectors,

and moral and ethical context of “freebies”
(Table 1).

Table 1. Sample of students in the survey
Male
2

Course of study Female

Nl W[~
—| =W =] =

1
0
1
1

Total: 12 students

The list of questions included the follow-
ing:
1) What do you mean by “freebie”?
2) Who, in your opinion, is a “freeloader”
(in Russian — “haljavshick™)?

3) What features are inherent in “freebie”
situations?

Situation 1: You walk down the street and
see five hundred rubles. How will you behave
and is it a “freebie”?

Situation 2: Five hundred rubles will fall
out of a pocket of a person coming in front of
you. How will you behave and is it a “freebie”?

Situation 3: You went into an empty class-
room and see a hundred rubles lying on the
desk. How will you behave and is it a “free-
bie”?

4) Do you know any superstitions about a
“freebie” in your student life? And how do you
feel about them?

5) Have you used these superstitions per-
sonally? If so, did they help you?

6) How do you feel about “freeloader” stu-
dents?

7) What do you mean by “freebie” in
terms of earnings?

8) What money do you call “free”?

9) Did you have a “free earnings”? Give
an example.

10) From a moral point of view, is a “free-
bie” good or bad?

The conversation with each of the respon-
dents took place in an informal setting (dormi-
tory) starting from 03.30.2013 to 03.31.2013.
Average duration of conversation was 25 min-
utes.

4. Discussion
4.1. Conception

To start with, it was determined how re-
spondents understood the “freebie” situation. It
turned out that their common understanding of
“freebies” is no different from the definition of
“freebies” that was given earlier. The only addi-
tion is that 95% of respondents drew a parallel
between “freebie” and luck. For few of them,
the concepts are synonymous. For most, there
is a difference due to the fact that luck is the re-
sult of a randomly obtained positive difference
between the expected and actual outcome of
the situation. According to respondents, some-
times a “freebie” can be prepared. For example,
if you are preparing for the exam satisfactory,
then the probability of getting a good or excel-
lent mark is higher comparing to the situation
of doing nothing. “There is a “freebie” that you
prepare for yourself, that is, you will do some-
thing today, and tomorrow you will get some
bonus for it, but there is a “freebie” that you
don’t expect at all, and it falls on you like snow
on the head. This “freebie” can be called luck,
that is how the second-year student determines
the target phenomenon.

Respondents also identified specific fea-
tures of situations that they could call “free-
bees”. In their opinion, such a situation is char-
acterized by luck, unpredictability, spontaneity
and a minimum of one’s own efforts. By all in-
dications, this situation can be attributed to the
subject of study of economists as an extreme
case of maximization behavior.

4.2. Beliefs and superstitions

Further, the respondents were asked a
series of questions regarding various beliefs
about a “freebie”, namely: do they know about
existing rituals and do they use them. The list
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They
believe, but
never used

them;
13.00%

Do not
believe in
them and
do not use

at all;

27.00%

Use beliefs
before each
session;
20.00%

Beliefs were
used only in
the first
year;
40.00%

Fig. 5. The students’ attitude to beliefs about “freebie” (% of students)

of verified beliefs was borrowed from open
sources on the Internet (see “Catch, “Free-
bie”! Or student superstitions” in References).
It turned out that they knew everything about
beliefs, but demonstrate different attitudes
towards them. The results are presented in
Fig. 5.

Someone uses them before each session;
someone resorted to their help only in the first
year of study. Students who are among those
using beliefs before each session say this helps
them calm down. Of cause, “freebie” does not
add knowledge, but at the subconscious lev-
el this gives confidence in one’s abilities. In
the minority were those who are loyal to the
“freebie” as such, but have never used it. The
reason is that these people are used to reach
goals with their own efforts and do not lay
upon superstitions. They believe that those
who receive their exams and tests for “free”,
lose a lot and in the future will not be able
to achieve their goals. Most respondents used
the “freebie” only in the first year, and then
became disappointed in it.

4.3. Earnings

The next area of questions is earnings got
in a “free” way. It turned out that “free money”
or, in the terminology of respondents, “free,
easy money”, firstly, is money received in a
very simple way with minimal effort. Second-
ly, the positive difference between the amount
that they promised to be paid (students expect-
ed to receive) and the one that actually paid,
can also be called a “freebie”. And the last,
“free earnings” is a bonus received for the work
done earlier. During a conversation with one

of the respondents, it was revealed that when
making a decision, the value of the “freebie”
is estimated. “For me to help to raise a cabinet
to the second floor for five hundred rubles is a
“freebie”, but hand-bombing half a ton of coal
for the same amount is no longer a “freebie”,
says a first-year student. This focuses on the
subjective perception of both the presence and
magnitude of the “freebie”.

During a conversation with respondents,
a very important pattern was revealed. Start-
ing from the third year, that is, at a time when
a student can get a job at least part-time, (s)he
begins to perceive the financial assistance of
his parents as a “freebie”. First and second year
students perceive this help as parental care.

4.4. Moral issues

One of the main issues in understanding
the “freebie” phenomenon is its moral / ethical
issue. The ethical idea in benefiting from “free”
situations is a commonplace in any conversa-
tion with respondents. The general attitude of
students to the “freebie” from the moral side
can be expressed as follows: if the “freebie”
does not harm anyone, does not happen at the
expense of others, then there is quite appro-
priate. Some respondents indicated that this
kind of “freebie” is even good, compared this
behavior with an entrepreneurial functioning.
One of the senior year respondents expresses it
this way: “Free” strategy means that a person
is looking to make things faster and to spend
less energy while doing so; it’s like in “Interns”
(famous Russian TV show), when Bykov mixed
buckwheat and rice and forced the interns to
sort them out; the decision to buy a new pack-
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age of rice and a package of buckwheat did
not harm anyone”. Thus, we can conclude that
students perceive strategies that are Pareto im-
provements as a positive “freebie”. Most stu-
dents recognized as inadmissible the system-
atic behavior aimed at obtaining a «freebie» by
causing harm to others.

The personality of the “freeloader” was
subjected to discussion with students: a per-
son whose dominant strategy is to search for
situations with the presence of a “freebie”
(“free” strategy). Naturally, the systematic
receipt of a positive consumer surplus is pos-
sible only due to the non-receipt of the bene-
fits of social interaction by other people who
are forced to encounter a “freeloader”. We
can say that the “freeloader” lives at some-
one else’s expense.

Two terms should also be distinguished —
“free rider” and “freeloader”. A free rider re-
ceives the public good without directly harming
other society members. A “freeloader” receives
private goods either at the expense of others or
as positive effects from the production of other
private goods, or appropriates the loss of pri-
vate goods from other market participants.

The students’ attitude to the “freeloader”
has a dual character. On the one hand, being
a “freeloader” is good. If a person manages to
achieve a result without making any special ef-
forts, if (s)he finds a way out of any situation,
albeit with the help of others, if he is always
lucky, this is not so bad. Perhaps this is the path
that will lead to success in life. But given the
moral aspect of the problem, students under-
stand the short-term nature of such a behavior
strategy. Sooner or later, the “freeloader” is
expelled from the gift exchange, subjected to
ostracism, which significantly complicates his/
her life. By maintaining a “free” strategy as the
dominant behavior, a person runs the risk of
being isolated. “You can’t live at the expense
of others all the time and rely on luck. Living
at the expense of others, a person turns into a
parasite. And luck is a temporary matter, the
odds can be against us at any moment.”

In the survey, students were asked three
situations.

1) You walk along the street and see five
hundred rubles.

2) Five hundred rubles fall out of the pock-
et of the person walking in front of you.

3) You went into an empty classroom and
see a hundred rubles lying on the desk.

In all three situations respondents were
asked: What will you do? and Is it a “freebie”?

In the first situation, everyone clearly an-
swered that they would take the money. But
whether this is a “freebie” opinion were divid-
ed. Some claimed that, yes, this is a “freebie”.
Others said that this was just a coincidence,
but this could not be called a “freebie”. The
third part of participants could not say for sure
whether it was “a freebie” or luck, since the dif-
ference between these concepts is very small
for them in this case.

In the second situation, no one had any
doubts. All respondents showed themselves
to be honest and decent people — without any
doubt, they would return the money to a passer-
by. They didn’t attribute this situation to either
“freebie” or luck.

The third situation was the most con-
troversial. The denomination of a banknote
has a considerable influence on the decision
to take or not to take money. If there were
a hundred rubles, most of the respondents
would not have taken this money, and some
even tried to find the owner. But, if five hun-
dred rubles will lie on the table, students
begin to doubt. The following solution was
proposed: if after a short period of time the
owner does not come for them, the students,
of course, will take them. But if the owner of
the money still appears, then they will defi-
nitely give it back. And only a few said that
they still would not take this money. Almost
every student said that (s)he would try to find
the owner of this money, but then (s)he caught
himself thinking that if (s)he starts asking
other students whose money it is, there may
be many who want to receive it, that is, in
other words — “freeloaders”. What will mean
the transfer of “freebie”. Then, in order to ex-
pand this situation, respondents were asked
to play the role of those same “freeloaders”.
Everyone answered unequivocally that they
would not take advantage of such a situation.
The transfer of “freebie” should be investi-
gated in a separate study.

-597 -



Marina V. Ryzhkova and Darja V. Alimova. Economic Nature of the Phenomenon “Freebie” in Russian Student Community

5. Conclusion

It is normal to establish a zero price for
free goods, but in practice there are situations
when a zero price is set for an economic good.
According to the results of the presented study
respondents consider the situation with the
presence of a perceptibly sufficient surplus
(consumer or producer) to be “free”, which is
clearly of a probabilistic nature of occurrence.
The presence of such a situation modifies the
behavior strategies of individuals to the ex-
treme — the appearance of a “freeloader”, which
is perceived ambiguously. If a positive effect
arises due to the loss in the effectiveness of the
functioning of social exchange, the behavior of
the “freeloader” as well as the existence of the
“freebie” itself is recognized as acceptable. If
the equivalence of gift-exchange relations is
violated, such behavior is suppressed, and the
situation begins to be regulated by the social
coercive mechanisms.

In the presented study, only a small part
of the manifestations of the “freebie” in so-
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AnHotaumsa. CraTbs NOCBsIEHA MPoOJeMaM IOBEAEHYECKOH SKOHOMUKHM B YacTH
U3yYCHUST OCOOCHHOCTEH CONMAFHO-DKOHOMHUECKUX OTHOLICHUH, BO3HUKAIOUNINX B
CIlydae TOBapOB C HYJICBOH IEHOH B HX 0CO00H (opMe — «XalsiBey — Kak 0co0oit hopme
OecruraTHOTO (WM MOYTH OECIUTATHOTO) MOJyYeHHs ToBapa. McciemoBaHme mokazaio
CBS3b MEXJY 3KOHOMMYECKHMH U HEIKOHOMHUYECKMMH ToBapamu. JlaHo ompexeneHue
TIOHSTHIO «XallsiBa» — CHTyallHs IONyYCHHs TOBapa, IPU KOTOPOH (H3Wdeckoe JHUI0
(TTonmy9aTens) HECeT HyJIEBbIe WM HE3HAYUTEIBHBIC YKOHOMHUCCKUE WIH (PU3nIecKue
U3JIEPKKU TPU BBICOKOM OLIEHKE IIOJE3HOCTU TOoBapa. bBbIIM paccMOTpEeHbl Tpu
CUTYaIlUH: TIOydaTelieM TOBapa SBISICTCS MOTPEOHUTENh, PaOOTHUK M OCOOBIN Cirydan
pabOTHHKA — CTYNEHT, ITOTyYarONIHi OICHKH B YI€OHOM TpoIiecce. PHIHOUHBIC H3THIIKH
B ATHUX CUTyalMsIX aHaJU3UPOBAHbI B TEPMUHAX «XaJsiBa» M «UUCTas XajsBa». bbuio
MPOBEJICHO TIIyOWHHOE HMHTEPBBIO CPEIU CTYICHTOB, KOTOpOE IOKasaio, 4to 95 %
PECIOHEHTOB MPOBOJAT MapauIeab MEXKIY «XaIsIBOM» U yaadel, HO «XaJisiBay MOXKET
OBITB MOATOTOBICHA. IHTEpECHBIM (PaKTOM SIBIISETCSI TO, UTO ICHBIH POIHUTEIEH C TPETHETO
Kypca BOCIPUHUMAIOTCS CTYyACHTAMU KaK «XaJIsiBay, a Ha MIAALINX KypcaxX — Kak [IOMOILIb.
[Ipu n3ydeHnun Bompoca o0 MOpaIM B CUTYALMH «XaJIsIBa» BBIACHEHO, YTO €CIIM «XaJIsiBay
HUKOMY HE IPHYUHSIET Bpe/ia, TO ATO SBICHHUE JIOITyCKACTCs U, O0JIee TOT0, CPAaBHUBACTCS
C TpeANpPUHUMATEIbCKON JeATeNbHOCTbIO. BBUIM Takke NpOaHaIU3UPOBAHBI TaKHe
SIBJICHUS], KaK «CBOOOMHBIC JICHBIM» U «XAILIBIINK» KaK CTaOWMJIbHAS CTpaTerHs MOMCKa
OecrutaTHBIX ToBapoB. [locienauii BapuanT OBLT OTPUIIATETIHHO OLCHEH PECIIOHICHTAMH.
B 3akmioueHuu AaHbl BO3MOXKHBIE JajbHEWIIME HANpaBieHHUsT HCCIEIOBAaHHUSA 3TOTO
SIBIICHUSL.

KitroueBble cJjioBa: NOBe/IcHUECKasi SKOHOMUKA, SKOHOMUYECKHE OJiara, HEOIKOHOMHUYCCKHUE
Onara, OecrulaTHbIE TOBapbl, SKOHOMHYECKHE H3ICPKKH, «XasBa», «XaJSBIIMKI,
M30BITOK PBIHKA, HDABCTBEHHOCTb, ATHKA.

Hayunas cnenuansHocTh: 08.00.00 — SKOHOMHUYECKUE HAYKH.
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Mumapus M.H.

AunHckuii rmuHo3éMHBINA. 1980-¢ IT.

bymara, akBapeinsb, 84x58



Munapus M.H.
I'eomnoru mpunerenu., 1970-1980—e rr.

Bymara, akBapens, 52x75



Mumapun M.H.
Kenckuii noprpet.,1980-¢ rr.

Bywmara, akBapens, 46x65



Crenanos C.A.
JIuct u3 cepun «Kpacnospckas I'DC». 1970-e rr.

Bywmara, rpasiopa, 53x42,5
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