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The article examines the current state and possibilities for development of the energy complex in Russia’s Asian
regions (territories to the East of the Urals) under the constraints of the globally promoted energy transition
agenda. The authors consider these issues mainly from the point of view of the extent to which the development
of the energy complex in accordance with the UN Sustainable Development Goals and ESG (Environment,
Sustainability, Governance) paradigm can ensure more sustainable socio-economic development of the vast
Russia’s territory. It is shown that lagging behind in development of scientific and production services in the
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the economy of Russia’s Asian regions. The authors believe that the currently observed rapid growth in demand
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FUEL AND ENERGY COMPLEX
OF ASIAN RUSSIA:
ACTUAL NEW AGENDA

New factors include the global energy transition

Traditionally, the most important problems of the
economy of Siberia and the Far East (Asian Russia)
include the need to accelerate technological develop-
ment, as well as the need for compression of the inno-
vation cycle [1]. The remaining significant role of raw

materials and energy production in the gross domestic
product structure there negatively affects the stability
of the socio-economic development dynamics of this
important region.
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agenda — reducing carbon emissions, increasing the
role of new and renewable energy sources, as well as
increasing attention to environmental issues. The
movement in this direction will be accompanied by
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increased competition in the markets of energy re-
sources, investments, and human capital. Not all en-
ergy sources will be able to maintain their efficiency in
the new coordinate system, which includes not only
the return on investment associated with the extrac-
tion of energy resources but also the minimization of
the “carbon footprint”.

Therefore, non-compliance with the new condi-
tions will inevitably lead to an outflow of the innovation
sector resources, not only finance but also people —
carriers and generators of new ideas and practices. The
preservation of the raw material model of economic
growth will not allow finding answers to new chal-
lenges. Only development within the framework of the
ESG (Environment, Sustainability, Governance) par-
adigm can ensure more sustainable socio-economic
development of a vast territory. A necessary condition
will be to increase the scientific and technical level of
the fuel and energy sector, primarily through the de-
velopment of modern machine-building and produc-
tion and service industries, which will contribute to the
creation of high-tech jobs, as well as the development
of the industrial and educational potential of the East
of Russia, and mitigate the unfavorable demographic
situation.

In the modern economy, which is increasingly fo-
cused on the priorities of SDG (Sustainable Develop-
ment Goals) at the national level and ESG at the com-
pany level, the influence of the fuel and energy sector
on structural transformations in the economy of the
country and its regions, as well as on the formation of
a model of socio-economic and low-carbon develop-
ment in line with the modern system of priorities and
values, is important.

Unfortunately, very little attention has been paid
to these issues of fuel and energy development in the
East of Russia so far. The main focus is on creating an
infrastructure for “entering” the oil, natural gas, and
coal markets of the countries of Southeast Asia and
the Asia-Pacific Region. As colleagues from the Insti-
tute of Economic Research of the Far Eastern Branch
of the Russian Academy of Sciences note, “in 2000-
2005... it was supposed to combine the infrastructural
function of the Far East with the task of forming a ‘new
industrial base’ in the form of creating clusters of high-
tech industries and services in the southern part of the
region. The solution to this problem, as well as the im-
plementation of the concept of new industrialization
in general, was presented in the form of the creation of
industrial and service arcs in the southern part of the
Far East. However, by the end of the first decade of the
21st century, the situation has changed dramatically.
The idea of forming ‘intercepting border arcs’ is being
implemented in the northeastern provinces of China
adjacent to the Russian Far East” [1, p. 95].
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The answer to the question of the need to create
“industrial and service arcs” in the fuel and energy
sector of both the East of Russia and the country as a
whole in this direction lies both in the theoretical plane
(determining the ways of formation and development
of institutional systems in the fuel and energy sector of
the region) and in the plane of practical energy policy
(in terms of the composition and structure of strategic
documents and the places of various levels of the hier-
archy of state regulation in solving the tasks).

The authors of this article believe that the theoret-
ical foundations for solving the problems mentioned
above are of a general nature. The key role is played
by the main provisions of the system approach and the
related generalizations of modern institutional theory.
While applying these approaches, it is necessary to
take into account the specific features of production
and economic systems that were created earlier and/or
reflect the characteristics of a particular country. The
latter is important for understanding and taking into
account the starting conditions for the transition of the
fuel and energy complex to a new quality: in this case,
from the point of view of the possibilities of following
modern guidelines for its development [2].

INSTITUTIONAL FRAMEWORK

The experience of various countries in the devel-
opment of the fuel and energy complex is diverse and
multifaceted. The differences concern both the direc-
tions and dynamics of the implemented changes in the
institutional system (the key aspect is the issue of state
participation in ownership of energy assets) and the
role of various government levels in these changes (the
key aspect is the role and place of regions in determin-
ing the conditions for using the energy potential of the
territory and receiving part of rental income).

One of the most interesting approaches to the for-
mation of a system of measures for the implementa-
tion of SDG priorities is used by Norway. There, it
was possible to form a specialized institutional system
(according to Young’s definition, a resource regime
[3, p. 19]), which made it possible not only to acquire
unique competencies in the field of search and pro-
duction of hydrocarbons on the offshore shelf but also
to create the basis for a successful transition to a low-
carbon model of development of the oil and gas sector
and the fuel and energy sector as a whole, as well as
to form the basis socio-economic sustainability for the
long term.

It is based not on the vertical redistribution of fi-
nancial and economic effects in order to finance cer-
tain activities through the state budget system, but on
targeted scientific and technological regulation at the
level of individual projects for the development of hy-
drocarbon resources offshore. At the same time, envi-
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ronmental issues and socio-economic benefits for the
country are among the priorities. The state adminis-
tration bodies, together with the subsoil user compa-
nies, determine both production and technological, as
well as scientific and technical conditions for the use
of the subsoil.

This system is based not on the prescriptions and
guidelines of higher government bodies, but on the
mutual obligations of the state and consortia of com-
panies holding the rights to use subsurface areas. Ob-
ligations have the form of a contract and can be chal-
lenged in court. The resource regime not only assumes
the mutual responsibility of the parties but also forces
the consortium participants to interact and cooper-
ate within the framework of individual projects. This
ensures that the risks of each of the participants are
reduced, as well as the flow of knowledge and compe-
tencies between them.

The results are impressive — Norwegian service
companies are currently among the world leaders in
offshore production and are successfully developing
modern technologies in many related industries. The
creation of “industrial and service arcs” in Norway
was quite a natural consequence of this approach. Cit-
ies such as Stavanger, Kristiansand, Trondheim, and
Bodo are the places of concentration of hundreds of
high-tech companies, scientific, engineering, and ed-
ucational centers at the world level.

The formation of various approaches to the inter-
action of the fuel and energy sector and the country’s
economy was conducted in the context of the cre-
ation and development of social value. For example,
the Putting Energy to Work report presented by the
Norwegian government in June 2021 [4] suggests the
development and expansion of the role of the pro-
cesses of development and use of energy resources in
the formation of a new value system. The document
defines the directions and approaches to using energy
resources to ensure sustainable economic growth and
create new jobs. It is part of a broad government Cli-
mate Action Plan detailing the processes of the impact
of renewable energy and the new configuration of ties
in the fuel and energy sector on the expansion of the
scope of electricity and the gradual withdrawal from
the use of fossil fuels.

THE CURRENT PRIORITY IS
PRODUCTION VOLUMES AND TAXES

Russia has developed a significant list of practical
documents defining the role and place of the fuel and
energy sector in solving the problems of socio-eco-
nomic development of the country and its individual
regions [5, 6, 7, 8]. Their legislative basis is, for exam-
ple, the Law of the Russian Federation “On Subsoil”
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[9], the Law of the Russian Federation “On Electric
Power Industry” [10], etc. In addition to sectoral
strategic programs, there are a number of documents
aimed at detailing common approaches in relation to
individual regions.

Among the main shortcomings of the documents,
which significantly affect the solution of the range of
issues considered here (in line with the implementa-
tion of SDG priorities), are their exclusive focus on
preferences, understanding, and vision from the per-
spective of corporations. The main emphasis is on the
implementation of large projects and the creation of
preferential tax conditions within the boundaries of
specially designated territories: Territories of Advanced
Development and Special Economic Zones [11]. The
issues of regional and interregional infrastructure de-
velopment are supposed to be solved within the frame-
work of special projects funded, among other things,
through federal development institutions. The issues
of forming cooperative ties — both in scientific and
production issues and in organizing the production of
more complex products with increased added value —
are far from the highest priority.

The main reason for this policy is the insufficient
volume of the Russian market so far. However, its
development is not so much a question of individual
companies as of the state policy of socio-economic de-
velopment of the East of Russia. As it has been already
noted [12], the national subsoil use system is charac-
terized by a number of features that reduce its innova-
tive potential:

— the administrative nature of legislation over the
relationship between the state and the subsoil user (and
not civil law, as in Norway) entails the impossibility of
discussing mutual obligations and responsibilities of
both parties, which significantly increases the risks for
the subsoil user;

— granting a license for a subsoil plot is based on
the principle of “one site — one subsoil user compa-
ny”, which significantly reduces the area of knowledge
transfer and also leads to the emergence of colossal
“patrimonial” territories controlled by large compa-
nies. This results in the continued low degree of recov-
ery of oil reserves and selective mining of deposits in
the case of solid minerals;

— determination of production levels and rates of
mineral extraction is based on approaches and prac-
tices that have proven themselves earlier; subsoil users
follow conservative scenarios for the development and
development of deposits;

— lack of requirements and conditions related to
the development of Russian scientific, technological,
and human resource potential in the implementation
of projects [9].
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A direct consequence of the above approach is the
orientation of companies to supply energy resources
for export. At the same time, problems related to the
solution of issues of socio-economic development re-
ceive a low priority.

FUEL AND ENERGY SECTORS
OF THE EAST OF RUSSIA:
FROM THE FISCAL AGENDA
TO COOPERATION

Electric power industry. The needs of the Siberian
Federal District for electricity are provided by elec-
tric power stations of the Siberian Integrated Power
System (IPS), as well as small municipal and depart-
mental power plants (mainly diesel-fueled) operating
in isolated power nodes. The electric power industry
of the IPS is represented by three types of generation:
thermal, hydraulic, and solar. As of January 1, 2021,
the share of TPS with a capacity of 300.2 MW was 0.6%
of the installed capacity of the power system. The re-
form of the industry, which prioritized the solution
of such an issue as covering the projected shortage of
electricity while renewing capacities, led to the preser-
vation and aggravation of existing problems.

At the same time, the conditions that determine
the development of energy are changing very signifi-
cantly. First of all, the requirements for the quality of
electricity are growing. The underestimation of this
circumstance led to the fact that the General Scheme
of the development of the Russian electric power in-
dustry and the investment projects implemented on
its basis were focused only on accelerated production
growth [13]. In reality, there was no significant in-
crease in electricity consumption. The stagnation of
demand raises questions about the development of the
electric power industry in a new way.

The agenda includes not only issues of reliability
of energy supply but also movements in line with SDG
and ESG, primarily reducing greenhouse gas emis-
sions. However, many industry experts believe that
in Siberia and the Far East, coal “does not have eco-
nomically adequate alternatives” [14]. Natural gas in
this vast territory can be considered as an alternative
to coal only in regions where a Unified Gas Transpor-
tation System is developing or it is possible to deliver
liquefied natural gas (for example, in coastal Arctic
settlements).

The development of the electric power industry
based on coal fuel can be carried out in the following
main directions: a) reconstruction of old stations in
order to increase their economic, technological, and
environmental efficiency; b) construction of new coal-
fired thermal power plants based on existing technolo-
gies; ¢) construction of coal-fired thermal power plants
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using the latest energy-efficient and environmentally
friendly technologies; d) development of small-scale
energy, especially co- and trigeneration with maxi-
mum replacement of boilers with mini thermal power
plant (using coal).

In the East of Russia, energy supply can also be
carried out at the expense of low-power nuclear power
plants [15]. The advantage of nuclear power plants is
the ability to generate energy with minimal emissions
of harmful substances. There is no need to create a
powerful transport infrastructure to constantly sup-
ply fuel to the station. It is also possible to consider
the possibility of manufacturing equipment for small-
sized nuclear power plants in the industrial centers of
the East of Russia, which will contribute to the cre-
ation of high-tech jobs and the consolidation of quali-
fied personnel.

The authors of this article share the point of view
that “...the most realistic model seems to be a consis-
tent reasonable combination of large-scale generation
and distributed energy, which will ensure the gradual
adaptation of the unified energy system of the country
to the ‘energy transition’” [16]. The complementary
nature of these processes is noted, for example, in the
work by colleagues from the Melentyev Institute of
Energy Systems [17].

The dynamics of the electric power industry in the
East of Russia are still largely determined by inertial
processes. There is a dominance of approaches based
on the factor of “economy of scale” and the associ-
ated predominance of large individual producers and
consumers. At the same time, the orientation to the
market of one country (China) contributes to a small
extent to overcoming this trend and increasing the
flexibility of the energy system.

The coal industry of Asian Russia. Since 2014,
there has been a strong downward trend in global coal
consumption in Asia as a whole. The growth of coal
consumption in the electric power industry is a prior-
ity only in India and a number of ASEAN countries.
China has embarked on a gradual decline in the role of
coal in the energy sector, and countries such as Japan,
the Republic of Korea, and Taiwan are characterized
by uncertainty in coal consumption forecasts.

The current situation in the global coal market has
expanded the export of Russian companies to the east,
where demand and reasonable prices remain. Coking
coal supplies will be the most stable in the medium
term in the conditions of the energy transition process
and the increasing orientation of the world economy
to SDG priorities. Russian companies have sufficient
reserves here. For example, according to the results
of the first half of 2021, the leader in the production
and export of anthracite, Sibanthracite, increased
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coal sales to India by 140% compared to last year.
In 2021, the production of Sibantracite increased by
22% to 10.4 million tons, of which anthracite accounts
for 6.3 million tons and metallurgical coal of the T
brand — 4.1 million tons [18].

Among the promising export-oriented regions of
the Russian Federation, where coal mining will de-
velop until 2035, Kuzbass, Tyva, the Khabarovsk Ter-
ritory, and the Republic of Sakha (Yakutia) should
be singled out [19, 20]. The state and business are in-
volved in the implementation of relevant projects. The
construction of a private third branch of the Baikal-
Amur Mainline is being discussed — from the Elginsky
field owned by A-Property to the Sea of Okhotsk [20].

The principal problem associated with the inten-
sive development of the Eastern landfill (the develop-
ment of coal mining in the south of Yakutia) and the
increase in coal exports to the east is to ensure the rela-
tionship with the solution of internal socio-economic
and environmental problems. The impact of the new
priority system on the coal industry in the East of the
country is complex and contradictory.

On the one hand, new projects are being imple-
mented to develop deposits of coal of the best qual-
ity with great export potential. At the same time, these
projects are poorly synchronized with the adapta-
tion of the “old” coal-mining areas to the solution of
emerging acute social employment problems and the
tasks of eliminating previously caused environmental
damage. On the other hand, the transport infrastruc-
ture is being created and improved, which can serve as
the basis for the development of new energy projects
(including new energy sources) and improving living
standards [21, 22].

The experience of the province of Alberta (Canada)
isinteresting, which in a similar situation (the presence
of enormous resources of tar sands) formed in 1976 a
special trust fund to solve infrastructure problems, as
well as create and develop new technologies related to
their development and extraction [23]. A number of
development institutes were established there to sup-
port the development and promotion of new energy-
saving and “green” technologies in the energy sector
[24, 25]. The source of the formation of the fund was
deductions from tax payments to the provincial budget
from the extraction and sale of minerals.

In Russia, the formation of such funds at the re-
gional level due to deductions from the sale of energy
resources in the domestic market is hardly possible
due to relatively low prices [26]. At the federal level,
the government compensates with tax benefits and
preferences [27] for the high cost of developing new
deposits, as well as acquiring critical types of techno-
logical equipment. At the same time, there are a num-
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ber of scientific and industrial centers in the East of
Russia — Omsk, Novosibirsk, Krasnoyarsk, Irkutsk,
Khabarovsk, and Vladivostok, which could become
a base for the development of domestic technologies
and equipment production.

Oil and gas sector. While implementing projects
in the oil and gas sector, two circumstances should be
highlighted, on which the adjustment of the institu-
tional system in line with the modern system of priori-
ties largely depends. First, stimulating the formation
of a mobile organizational structure within the sector
— creating opportunities for companies with different
experiences and financial capabilities to participate in
the development of deposits [28]. In Russia, this is-
sue is not given due attention. The access to subsurface
areas is determined on an auction basis, and the win-
ner of the auction gets the right to use it. This leads to
the dominance of large and largest companies in the
sector, while companies with relatively small financial
capabilities, but having unique knowledge and experi-
ence, are deprived of the opportunity to apply them.
An exception to the general rule can be considered
only the Irkutsk Oil Company operating at such facili-
ties, the practice of development of which large com-
panies in Russia did not have.

The second no less important circumstance is
not only the investment attractiveness of projects in
the field of core activities but also state assistance to
the business of domestic contractors of various types
of work — specialized research, production of unique
equipment, and performance of production and ser-
vice operations [29]. Unfortunately, the stimulation
of the extraction of mineral resources in the form of
a wide range of tax benefits and preferences, as well as
(co)financing by the state of the construction of infra-
structure facilities, dominates so far. With a significant
delay, in 2021, the Ministry of Industry and Trade of
Russia has initiated two projects aimed at expanding
the production of domestic equipment for the oil and
gas sector [30, 31, 32].

Stimulating the process of formation and develop-
ment of domestic contractors is still presented in stra-
tegic documents more than modestly. The basis for
solving such issues is the stabilization of tax conditions
during the period of return on investment or the selec-
tion of a certain level of initial reserves. The most prov-
en approach in world practice is a concession, that is,
a contract with unchanged tax conditions between the
state and the subsoil user. Contractual relations within
the framework of concessions in the Russian Federa-
tion were widely discussed in the 1990s. The Law “On
Production Sharing Agreements” was adopted [33].
On its basis, the agreements were concluded with for-
eign companies: in the Nenets District (Kharyaga oil-
field) and on the shelf of Sakhalin (Sakhalin-1, Exx-
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onMobil operator, and Sakhalin-2, Sakhalin Energy
operator).

However, this practice has not received the nec-
essary development, primarily in terms of the obliga-
tions of participating companies to develop local pro-
duction, technological, scientific, and human resource
potential. Thus, the opportunities for the formation of
a new industrial base in the East of Russia and the cre-
ation of a diversified economy there, capable of effec-
tively responding to modern challenges, were missed.

%k %k 3k

The development delay of a diversified economy
reduces the chances of achieving both sustainable so-
cio-economic development and solving the problems
of reducing carbon intensity. The formation of proce-
dures and approaches for institutional adjustment of
the system of state regulation and management of the
processes of development of energy resources plays an
important role in solving the problems raised. Within
the oil and gas sector, it is necessary to stimulate the
formation of a mobile organizational structure, in-
cluding the creation of opportunities for companies
with different experiences and different financial capa-
bilities to participate in the development and develop-
ment of fields, which will also enable small companies
in the sector to apply their unique knowledge and ex-
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perience. It will also be useful to provide state assis-
tance to the formation and development of domestic
contractors for various types of work — research, pro-
duction of equipment, and performance of production
and service operations.

Considering that the electric power industry of Si-
beria and the Far East cannot do without coal, mea-
sures to improve the efficiency of coal generation are
coming to the fore, including the reconstruction of old
thermal power plants in order to increase economic,
technological, and environmental efficiency; the con-
struction of coal-fired thermal power plants using new
energy-efficient and environmentally friendly coal-
burning technologies; the development of small-scale
energy, especially co- and trigeneration with maxi-
mum replacement of boilers with mini combined heat
and power plants. Increasing coal exports to the east
will also be of growing importance, but this process
should be interconnected with the solution of internal
socio-economic and environmental problems — both
in the East and in the country as a whole.

The formation of feedback of export-oriented
energy supplies with the implementation of projects
aimed at changing the structure of the economy will
create conditions for the sustainable development of
Asian Russia and the integration of regional economic
policy into the agenda of the global energy transition.
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