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ABSTRACT. The article shows that the
modernization of existing and the creation
of new industries in the developed territo-
ries, and their infrastructure development
are a priority in the development of the pro-
ductive forces of the North, including the
Arctic. The optimism about the Arctic vec-
tor of development, according to the author,
should be moderate. The main directions of
modernization of the existing economic sys-
tems are considered. These areas are asso-
ciated with the forms of placement of pro-
duction and settlement of the population in
the form of territorial and economic com-
plexes, geographically and economically re-
mote industrial centers, and the periphery
of the predominantly rural type. Attention
is focused on the rise of the role of the nat-
ural factor in the socio-economic develop-
ment of the Arctic and Northern territories
and the need for interregional integration in
solving the problems of environmental pro-
tection. The solution to the problems of the
Arctic and the North is connected with the

improvement of relations in the system of
economic federalism. The main point here
is the need for coordination of public, state,
and corporate interests for the sake of im-
proving the standard of living of the set-
tled population, providing the national and
world markets with raw materials.

KEYWORDS: North, Arctic, natural re-
sources and revenues, territorial and sec-
toral problems, integrated territorial and
economic systems, interregional (neighbor)
integration

The current Russian regional policy
concerning the Arctic and the North un-
derestimates the importance of the exist-
ing there territorial and economic systems
(TES). Strategic federal documents pri-
marily focus on the development of hy-
drocarbon deposits, the paramount im-
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portance of the Northern Sea Route, and
the creation of defense bases. Moreover, on
the contrary, internal development strate-
gies of all Arctic and northern regions fo-
cus more on refining the already existing
extractive industries, raw material pro-
cessing, optimizing the housing and pub-
lic utility sector, road maintenance, pow-
er networks, and, to a lesser extent, the de-
velopment of new territories and resourc-
es. Regional and municipal authorities are
primarily concerned with the improve-
ment of the quality of life and the modern-
ization of the existing material and tech-
nical basis of production. It is in the same
vein that each region participates in the
scientific and technical preparation for
the development of Arctic resources [Se-
lin, Bashmakov 2013; Lavrikov 2017]. This
also requires the establishment of a legal
and institutional foundation for the sus-
tainable development of the Arctic Zone
of the Russian Federation (AZRF) [Leksin,
Porfiryev 2017].

A legally defined cooperation among
the federal, regional, and municipal author-
ities could have a positive impact on the
development of Arctic and northern re-
gions, primarily in the area of a resource-
based economy. This will, to some extent,
help bridge the excessive spatial gap be-
tween the sites of production and revenue
realization from natural resources. The
second condition for the socio-economic
development of the Arctic and the Russian
North is the streamlining of the econom-
ic management and the distribution of pro-
ductive forces, which would account for the
extreme climate and the use of appropriate
new production technologies. Here it is es-
sential to identify the logic behind the fad-
ing mineral mining, the maximum possi-
ble preservation of the existing fuel-energy
industries and natural-resources sectors,
the regeneration of biological resources in
the tundra and taiga. The third condition
is economic integration. These three condi-
tions should correspond to the Arctic and

northern territories management frame-
work (including the legal framework, eco-
nomic relations, technical rules and stan-
dards, various income regulating fac-
tors, etc.).

Economic geography and regional eco-
nomics pay special attention to resource-
type regions. The idea to highlight them
belongs to M.K. Bandman, who, in the
1990s, organized research on this topic, in-
volving employees of many academic in-
stitutes. This scientific movement is still on
the rise [Kuleshov, 2017]. It must be em-
phasized, against the context of this Arti-
cle, that the problems of such regions per-
sist due to the significance of natural re-
sources, especially when it comes to trans-
forming the natural and resource capital
into financial and, later, social capital.

The share of natural and resource in-
dustries in the GRP of the northern regions
varies from 25% in the Kamchatka Territo-
ry to 70% in the Nenets Autonomous Dis-
trict (2016). All over the North, the nature
and dynamics of almost all types of em-
ployment are determined mainly by the
organization of the extractive industry, its
institutions, and the role played by the nat-
ural factor in the scientific and technologi-
cal development of the country.

If one were to arrange natural objects
and resources of the Russian North, in-
cluding the Arctic, in the order of their rel-
ative importance for the population and
national and regional economy, then the
sequence would be as follows: land re-
sources, boreal forests, tundra vegetation
(mosses and lichens), rivers and lakes, oil
and gas, ore minerals (diamonds, gold, tin,
nepheline-apatite ores, bauxites, titanium,
iron, manganese, nickel and cobalt, ra-
re and rare earth metals, etc.), coal, non-
metallic raw materials. This ranking re-
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flects the hierarchy among separate natu-
ral resources in the life of the Northerners,
which often fails to correspond with the
interests of large capital holders, resulting
in a severe contradiction.

At the same time, to correctly define
the strategy for the development of nat-
ural resource regions, the above ranking
cannot serve as a supporting argument
against the allegedly toxic dependence of
the Russian economy on oil and gas. The
development and exploitation of natural
resources is a principal element of the so-
cio-economic development of Russia and
its northern regions.

It is in this aspect that many authors
prove the need to form a new system of cap-
italization of labor and natural resources.
Its national significance is reflected in the
works of D.S. L'vov [L'vov 1998; L'vov 1999].

Russia and the Northern Regions b(iilfis’n
rubles**

Russian Federation 69254
Nenetsky Autonomous Okrug 256
Khanty-Mansi Autonomous Okrug 3031
Yamalo-Nenets Autonomous Okrug 1964
Republic of Komi 547
Sakha Republic (Yakutia) 869
Krasnoyarsk Krai 1765
Chukotsky Autonomous Okrug 66
Magadan Oblast 147
Sakhalin Oblast.*** 768
Arkhangelsk Oblast 428
Republic of Karelia 233
Kamchatka Krai 198

The regional view on rent taxation, ac-
counting for geographical, mining, geolog-
ical, and social conditions, was thorough-
ly analyzed by V.A. Kryukova, V.V. Shmata,
LE. Dmitrieva and other authors [Kryukov
2016; Kryukov, Tokarev 2005; Kryukov, To-
karev, Shmat 2007; Lazhentsev 2002]. It was
shown that the “ideal” calculation, removal
and distribution of resource rents could sig-
nificantly change not the volume and struc-
ture of GRP, but increase the incomes of the
population and territorial budgets. Howev-
er, methodological difficulties in identify-
ing a practically-acceptable decision on the
definition, calculation, and removal of rent
income have also been identified.

Let us address the following fact at
the outset: the share of taxes contribut-
ing to the federal budget and the consol-
idated budgets of the northern regions of

Tax MET
Revenue, Billion  Asashare Asashare
Billion rubles  oftheGRP,  of tax
rubles % revenue, %
14386 2929 4.2 20.4
62 5 203 84.0
1701 1234 40.7 72.5
811 537 273 66.3
148 68 124 46.0
160 64 7.4 40.1
7 121 69 327
16 5 76 319
19 5 34 28
178 9 12 51
53 2 05 40
26 0.8 0.34 3.0
31 06 03 20

* Calculated according to the Federal Tax Service of Russia // http://www.nalog.ru, last visited 12.12.2019.

**Total of the regions of the Russian Federation.
*** Excluding payments under product sharing agreements
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the Russian Federation (in aggregate), re-
spectively, amounted to 48 and 52%, that
is, quite an acceptable figure. But this ra-
tio varies significantly across specific re-
gions. Thus, in 2016 the ratio of tax reve-
nues of federal and territorial budgets was
(in percentage): In the Khanty-Mansi Au-
tonomous Okrug - 85:15; in the Yamal-
Nenets Autonomous Okrug - 81:20; in the
Nenets Autonomous Okrug - 77:23; and in
the Komi Republic - 56:44.

It should further be noted that these
proportions are influenced mainly by the
distribution of taxes in the environmen-
tal management system. Redistribution
of natural-resource taxes and payments in
favor of federal or territorial budgets de-
pends on the type of resources (taxes on
oil, gas, coal, land, forests, water are dis-
tributed in different ways). Therefore, the
very problem of the unsatisfactory state of
territorial budgets should also be consid-

ered in a differentiated manner. It is par-
ticularly acute in the regions specializ-
ing in oil and gas, but hardly noticeable in
places dominated by fishing, agriculture,
and forestry [Chuzhmarova 2009]. The
Mineral Extraction Tax takes the leading
role (see Table 1, fig. 1).

The dual importance of MET for the
socio-economic development of the Arc-
tic and other northern regions is that, on
the one hand, the Federal budget enjoys a
legal priority when it comes to natural re-
sources of statewide significance. On the
other hand, the close ties of the territorial
budgets to low-income types of resources
and economic activities prompt a constant
deficit, which leads to a sense of injustice
and a desire to replenish the resources of
territorial development through high-in-
come oil and gas production.

Deviations from the principle of so-
cial justice in relation to the Arctic and the
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North are not so much due to the short-
comings in the implementation of regula-
tions on guarantees and compensation for
additional production costs and life sup-
port in a challenging and extreme climate,
as it is due to a violation of the foundations
of economic federalism (including the lev-
el of municipalities), the unstable busi-
ness interactions, regional governments,
and local self-government bodies [Logi-
nov 2007]. This led the northerners to de-
mand the creation of so-called “funds for
future generations.” The experience of for-
eign countries and regions demonstrates
the overall effectiveness of such funds
[Lazhentsev, Dmitriev 1993; Hikl 2004],
but one should account for specific Rus-
sian circumstances. Regional funds for fu-
ture generations should not be created, ab-
sent the removal of the existing obstacles,
and present a well-developed method to
harmonize interests between the popula-
tion and the various levels of government.
Besides, in Russia, the role of such a fund
is, to some extent, played by the National
Welfare Fund. However, at present, it does
not stand true to its name.

Even less acceptable is the proposal to
equally distribute taxes and fees between
federal and territorial budgets. For some
resource-type regions, this would lead to
the surplus of funds and their inability to
spend them, while depriving others of in-
terbudgetary maneuvering and even re-
ducing the volume of budgetary funds.

The correct way is to reform the entire
fiscal system of the country, based on the
following foundations: a clear systematiza-
tion of taxable activities, prioritizing direct
taxes over the hidden ones, and correctly
assigning sources of taxation to the appro-
priate budgetary levels, and finally, fixing
development expenditures, etc.

While a detailed analysis of the above
would be outside the scope of the pres-
ent article, the difficulties of the fiscal re-
form encourage to look for development
resources for the Arctic and North regions
in other spheres of economy and finance.

An example of this is depreciation,
which is of critical importance for the cap-
ital-intensive production of the North.
During economic crises, the deprecia-
tion decreases to 10-12% of its original
value. However, the accrued depreciation
is mostly “ground off” Thus, the share of
depreciation in capital investments in the
fixed assets of the Komi Republic in 2012
was 14.8% (32.8 out of 221.1 billion rubles);
the total amount of depreciation was about
50 billion rubles; as a source of investment,
therefore, 65% of depreciation was used,
the other part (35%) was used for purpos-
es other than intended.! In 2016, the total
depreciation amounted to just over 2 per-
cent of the book value of fixed assets at a
six-percent renewal rate. This means that
64% of capital investments in fixed assets
were made on profit, bank loans, and pub-
lic finances.> We propose to implement a
strict depreciation policy when deprecia-
tion charges can be used only for capital
construction, modernization, and the in-
troduction of new equipment.

Mining. The main problem here is the
difficulties of overcoming the geographi-
cal and economic gap of new deposits and
the lack of logistical and financial resourc-
es for their development. This problem is
further compounded by a low level of geo-

1 Since 2012, investment statistics have not separately specified depreciation.
2 Note that in developed countries, even with their vast financial-credit system, the share of depreciation in fixed investment is

55-60%.
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logical exploration work, weak knowledge
of the properties and qualities of natural
materials, non-integrated use of resourc-
es, absence of the standard order of for-
mation of investment funds. New meth-
ods of resource and mineral resource as-
sessment are slowly being developed, es-
pecially in the already developed geolog-
ical provinces.

The challenges of the coal industry
stem from the difficulties of its diversifi-
cation through the integrated use of coals,
the production of liquid fuels, adsorbents,
carbon-graphite materials, and thermo-
graphites. In oil and gas, the production
efficiency increased due to the combina-
tion of vertical and horizontal drilling, the
creation of underground gas storage facil-
ities, overcoming the risk of ultra-high ter-
rastatic pressure, the transition to new oil
processing technologies. In recent years,
improvements in the Arctic and North
mining operations have been linked to the
implementation of basic innovations such
as power-loaders, remote and self-guided
equipment, wireless communication sys-
tems, mining pressure management, etc.
[Lazhentsev 2006]

In our opinion, the prospects of devel-
opment of mineral-raw materials in the al-
ready developed territories of the Arctic
and the North should be linked with the
assessment of the expediency of organizing
production and territorial holdings. This
corresponds to A.A. Mints’s long-standing
idea of territorial combinations of natural
resources as a natural basis of complex ter-
ritorial organization of production [Mints
1972].

Bio-resource economy. Numerous
works on agriculture and food security in
the Arctic and the North show the para-
mount importance of the allocation of
land according to the type of ownership.

The northern regions’ problems arise
out of the fact that the federal policy cost
them a significant part of the lands, which
had previously been set aside for agricul-

ture. The remaining lands are misused, only
nominally listed in the books of agricultur-
al organizations, saddling their work. The
current food security problems pertain not
to the fact that Russia imports much food,
but rather that the imported and domesti-
cally produced goods do not meet the safety
and health standards. The northern territo-
ries (unlike many others) are most suitable
for organic agriculture; they are less satu-
rated with chemicals and can be relatively
easily incorporated in adaptive-landscape
farming [Lazhentsev 2018].

The recovery of tundra geosystems has
changed for the worse. The result is a cri-
sis condition of the food supply for rein-
deer herding. The number of domestic
deer and the natural resource potential of
the tundra must be urgently balanced [EI-
sakov 2014]. Little attention is paid to the
sustainable use of biological resources of
northern seas [ Vasiliev, Zabolotskiy 2010].

The challenges of modernizing forest-
ry and sustainable forest management are
closely related to the proper account, evalu-
ation, and capitalization of forest resources.
The integration of logging and woodwork-
ing persists as a general development di-
rection. What makes it more pertinent is
the current fragmentation of the logging
industry into hundreds of temporarily cre-
ated brigades. These allegedly small enter-
prises cut about 10-15 thousand m? of for-
est per year, without hiring the locals or
building infrastructure. Small enterpris-
es of the forest sector should be included
in the general technological forest com-
plex, have high and sustainable produc-
tion, technological and socio-economic
sub-contracts with medium and large en-
terprises (firms). Permanent forest man-
agement on a reproductive basis can only
be achieved through relatively large-scale
farming, encompassing (8-10 thousand
square kilometers).

First of all, the forestry sector should be
put in order. The satellite imaging of taiga
territories in the European North of Rus-
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sia reveals empty spaces, on which the for-
est has not been restored. These vast, visible
gaps occupy no less than a third of the ar-
ea officially listed as “covered forested” For
example, pine woods located within 50-60
km around Syktyvkar, are subject to mass
deforestation. Such barbarism is almost im-
pressive. In the meantime, forest inventory
data have not been updated for decades.

Biologists and economists are primari-
ly concerned with the dynamics of forest-
forming species. The bio-resource econ-
omy plays second-role to fuel and ener-
gy and mineral resources. However, to or-
ganize life in the Arctic and Northern Re-
gions, it should soon become a priority.
Therefore, capital flows from the miner-
al industries into agriculture, forestry, and
water sector require more precise regula-
tion. As of now, this has to be conducted
through the state budget system.

The development of these industries re-
quires more funds, taking into account their
importance for the ecology. The adverse ef-
fects of industrial development of the Arc-
tic and northern territories are well-known:
intensive disruption of the structure of a bi-
ological community, air pollution, chemical
contamination of soils, depletion of surface
freshwater and fish stocks in reservoirs, in-
tensification of negative permafrost-hydro-
logical processes, increase in the incidence
of population morbidity.

Ecologists and biologists alike advocate
for a positive approach to environmental
protection. This includes, for example: us-
ing new technologies to remedy the dam-
age done by mining, or creating artificial
meadows in the tundra to provide a reli-
able food supply for livestock, establishing
regimes for grazing reindeer and preserv-
ing mosses and lichens; developing con-
struction standards for permafrost condi-
tions and much more. Specialists in geo-
informatics have also advocated for nature

monitoring, which would systematically
cover all points of contact of fauna and flo-
ra. Special attention is drawn to the devel-
opment of a national network of interre-
gional reserves and parks with limited per-
mitted technogenic activities, and the de-
limitation of territories of traditional uses
by indigenous peoples.

The integrated use of biological re-
sources is directly related to medicine,
in particular, to human adaptation to se-
vere climate and health protection of vari-
ous groups of people: temporarily and per-
manently residing in the area, indigenous
and “alien” peoples, those of various age
groups. Physicians have obtained scientif-
ic results for rationing not only medicinal
treatment but also for the use of bioactive
substances obtained from local raw mate-
rials, as well as nutrition, which takes into
account the intensity of physical activity.

From the standpoint of developing the
Arctic Sector, the development and cre-
ation of large scientific-technological and
production programs and projects “spe-
cifically for the Arctic” requires such sub-
stantial intellectual and financial resourc-
es, that the science itself becomes its mate-
rial and technical base. [Lazhentsev 2016].

The solution to the mentioned nation-
al economic problems is closely connected
with the forms of territorial organization
of production and economic systems as a
whole. The Author identified three types of
territorial-economic systems in the North
[Lazhentsev 2015]. Table 2 indicates them
in connection with the AZRE

Territorial economic complexes® are
based on non-expendable resources, and
everything connected and forming a part
of such complexes requires moderniza-
tion. Their organization is justified from
the stand-point of creating territorial pro-
duction complexes in the context of goal-
oriented planning [Zhukov 2017].

3 Murmansk, Apatito-Monchegorsk, Arkhangelsk, Vorkuta, Salekhards (Including Labytnangi), Novo-Urengoy, Norilsk.
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Industrial periphery* is mainly engaged
in the development of minerals and servic-
ing the infrastructure. These settlements
usually develop in a boom-bust fashion,
and they eventually and inevitably die out,
failing to find a new economic founda-
tion to hold on to. Some peripheral cen-
ters could serve as necessary facilities for
the organization of watch, district, and ex-
pedition methods for the development and
processing of minerals.

Rural periphery® (not only of agricultur-
al but also all of those settlements which ad-
here to a rural way of life®) could be a part
of “center-periphery” if equipped with a
specific infrastructure, namely: stable year-
round transport with use of river navigation
where necessary, floating pontoon bridg-
es, winter roads, small aviation; telephone,
postal, telegraph, cellular networks, televi-
sion, and Internet, using high-speed fiber
and space communications.

This system adequately reflects, to a
large extent, the differentiation of the Arc-
tic space in terms of the forms of the orga-
nization not only of production but also of
the population [Fauzer, Lytkina, Smirnov
2017]. This system is entirely consistent

The
Types of economy number 1990
of TES
Territorial economic complexes 7 2194
Industrial periphery 18 425
Mostly Rural periphery 35 612
Total for the AZRF 60 3231

with the idea of a “return” trajectory of the
development of resource-based regions
- that is, the development and use of the
previously “missed” mineral-raw resourc-
es and “unnoticed” sources of “unconven-
tional” fuels. At the same time, among the
drivers of the transition to a “return” tra-
jectory are not only (and not so much)
technologies, but “new quality of the in-
stitutional environment” [Kuleshov 2017,

p- 12].

Interregional integration also touches
upon all the classic forms of the organiza-
tion of production and the social sphere.
Integration is viewed as a managed coop-
eration [Minakir, Demyanenko 2014].

The inclusion of the North and the
Arctic in the spatial integration of Russia
is primarily due to the formation of trans-
port infrastructure in a grid-like pattern:
that is, the intersection of latitudinal roads
with large rivers running from the south

Dynamics,

R s snaas
1667 76.0 67.9 69.3
339 93.8 13.2 14.1
400 65.4 18.9 16.6
2406 74.5 100.0 100.0

*The results for 1990 were determined by the Author based on district and municipal data available online. The calculations for 2017
are based on the “Population Estimate in the territories of the Arctic zone of the Russian Federation.

4 (ities: Zapolyarny, Nickel, Pechenga, Kovdor, Belomorsk, Kem, Onega, Naryan-Mar, Nadym, Gubkinsky, Muravlenko, Tarko-Sala,
Dudinka, Tiksi, Bilibino, Pevek, Anadyr (including urban settlement Coal mines), as well as the shift settlement of Sabetta.

5 Settlements not included in the first two types of TES

6 For example, in AZRF, 253 thousand people were registered as of 2017; according to our estimates, 400 thousand people lived in

rural settlements of the zone at that time
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to the north. Meridional integration con-
cerns not only the leading mining and pro-
cessing industries but also science, con-
struction methods on frozen soils, the con-
duct of northern commercial, agricultural
and greenhouse farming, the development
of samples of winter clothes and shoes, etc.
What is studied and created specifically for
the North, can then be used elsewhere just
as effectively.

The relationship among the regions is
of particular importance when it comes to
resettlement. The Middle North and the
pre-northern regions are more well-suited
than the southern regions for the resettle-
ment and residence of migrants From The
Far North. At the same time, the same re-
gions should become centers for the train-
ing of qualified personnel throughout the
North.

The mismatch of federal districts with
the economic zoning and the lack of inte-
grated territorial administration still pre-
clude binding the socio-economic space.
According to the Author, this all the more
speaks to the crucial role of neighbourly
relations.

Development programs of vast terri-
tories likewise have not yielded a positive
result, for example, as is the case with the
Far East. The accession of the Republic of
Buryatia and Zabaykalsky Krai to the far
Eastern District may create additional dif-
ficulties for a truly prom-based control.
Therefore, the desire of leaders of some
constituencies (2-3 neighboring entities)
to unite their efforts in tackling their tasks
is not incidental.

The common grounds for neighboring
integration for the Arctic territories can be
determined as follows: preservation of nat-
ural landscapes, improvement of hydro-
logical regime of rivers and lakes taking
into account the high environmental im-
portance of global watersheds, aligning the
economic functions of tundra and taiga
with their natural-resource capacity, resto-
ration of river navigation, road construc-

tion, creation of thermal and electric pow-
er systems, processing of solid and gaseous
wastes, cooperation in front-end load-
ing and design. Integration should also be
considered in terms of pooling of regional
resources and efforts to develop their pe-
ripheral “corners” Neighboring munici-
palities of neighboring regions could have
a single program of active development,
taking into account the environmental ad-
vantages of the peripheral.

The Author recommends the following:
- strategic planning of socio-econom-
ic development of the Arctic and
northern regions has to pay more at-
tention to the modernization of ex-
isting production facilities, the in-
frastructure development of the de-
veloped territories, improvement of
the quality of life of the local popu-
lation, taking into account the char-
acteristics of traditional economy of
small peoples;

to develop and implement such tech-

nologies, which allow working effec-

tively and for a long time in already
developed fields and areas;

- to take into account the increasing
role of biological resources as the
basis of life-sustenance. This can be
done through by transferring finan-
cial capital received in the field of
mineral resource management into a
bio-resource economy;

- to improve the licensing of mineral
resource management with manda-
tory participation of regional govern-
ments and to provide for additional
conditions necessary for the system-
atic development of the mineral de-
posits and social development of the
territories;

—to distribute the entire agricultur-
al land fund according to ownership
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and use; to strengthen the role of mu-
nicipalities in land management;

—to organize forestry under inter-
national rules of sustainable for-
est management; to restore forestry
agencies as supervisors of forest re-
production and to strengthen feder-
al control functions;

- to strengthen economic ties among
the regions (primarily, neighboring)
with the formation and implementa-
tion of joint programs in the field of
infrastructure development, natural
resources management, and environ-
mental protection
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