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Abstract. The current macroeconomic and geopolitical situation, combined with the current measures of
state support, increasingly stimulate domestic business structures to implement new investment initiatives,
which are designed, according to government officials and parliamentarians, to improve the socio-
economic situation of the localization sites of such projects. In practice, however, such developments are
associated with certain environmental risks such as pollution of water, air, soil, destruction of other key
elements of the environment. Such negative impacts are particularly devastating for unique ecologically
clean territories, one of which is the Russian part of the global Arctic zone. In this regard, the aim of this
study is to develop relevant scientific and practical recommendations for activating and scaling up the in-
vestment activity of business structures implementing environmentally-oriented investment projects within
the boundaries of the AZRF. The essence of these innovations is based on a combined approach. In particu-
lar, it is proposed to introduce up to seven new direct measures of financial incentives for eco-investments
by businesses, up to five changes to regional and federal legislation, up to three direct financial injections
into the public sector, as well as a significant adjustment of tax legislation into the national economy. From
a practical point of view, this will create new preferential conditions for business and stimulate eco-
oriented investment thinking, as well as eliminate accumulated environmental damage, restore and reha-
bilitate most natural sites, preserve biological diversity, develop a comprehensive eco-monitoring system,
and take a new significant step towards creating a renewable resource economy.
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Introduction
The national heritage of the Russian Federation includes many elements, among which its
objective spatial advantage deserves special mention. In particular, one of the most striking territo-

rial “gems” of the Russian space is the domestic part of the so-called global belt of the Arctic zone.
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In practice, for our country, this territory is characterized by the geographical unification of some

subjects of the Russian Federation according to certain natural and climatic features, for example,
in terms of the duration of the cold period, the area of snow cover and the concentration of ice
masses, as well as the presence of a unique natural ecosystem characterized by unique living or-
ganisms, their distinctive habitat and mineral resources that are critical to the national economy
(but limited in quantity).

In this regard, the Government of the Russian Federation, together with the legislative
branch of power, pays close attention to issues of socio-economic development of the territories of
the subjects that are part of the national Arctic zone. According to available historical data, legisla-
tors first addressed this issue back in 1998 (the draft Federal Law “On the Arctic Zone of the Rus-

»n1l

sian Federation” 7). However, at that time, there were simply no additional federal financial re-

sources available for the development of this territory, and the government was unable to properly

Ill

support this initiative. This financial “insolvency” lasted for quite a long time for the country.
Therefore, the next step towards the formation of a modern Arctic zone came only in 2008 with
the approval by the President of the Russian Federation of a strategic document on the “Funda-
mentals of the State Policy of the Russian Federation in the Arctic for the Period until 2020 and be-
yond” 2. This legal act is notable as it was the first time in modern Russia that an actual list of re-
gions and their territories included in the zone under consideration was approved. Subsequently,
numerous representatives of regional and federal government structures carried out substantial
work to clarify the existing land and sea borders for this territory. This work continues to this day.

As for providing the resident regions with any specialized expanded tools to achieve the de-
sired accelerated socio-economic development, since November 2015, the Russian Government,
together with federal legislators, has resumed work on formulating unique preferential (organiza-
tional, tax, property and other) conditions for business activities. According to the developers of
the updated bill, strengthening entrepreneurial activity will contribute not only to the growth of
new business units, but also to filling the budget system with new tax revenues, strengthening the
investment flow, increasing employment and income of the population, which are indirect signs of
the socio-economic development of the subjects of the Arctic zone under consideration.

In general, the work done by government authorities and parliamentarians resulted in the
adoption of the Federal Law No. 193-FZ “On State Support for Entrepreneurial Activity in the Arctic

II3

Zone of the Russian Federation” °. On the one hand, it regulates general organizational issues in

terms of defining territorial boundaries, creating a special economic and legal regime, assigning

! Federation Council of the Federal Assembly of the Russian Federation. Resolution of July 9, 1998 “On the draft fed-
eral law ‘On the Arctic zone of the Russian Federation’. URL: http://council.gov.ru/activity/documents/4335/ (ac-
cessed 05 July 2024).

? Fundamentals of the State Policy of the Russian Federation in the Arctic for the Period until 2020 and beyond (ap-
proved by the President of the Russian Federation on September 18, 2008, No. Pr-1969). URL:
https://www.consultant.ru/document/cons_doc_LAW_119442/ (accessed 05 July 2024).

® Federal Law of July 13, 2020 No. 193-FZ “On State Support for Entrepreneurial Activity in the Arctic Zone of the Rus-
sian Federation”. URL: https://www.consultant.ru/document/cons_doc_LAW_ 357078/ (accessed 12 July 2024).
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relevant management and control and supervisory powers, and establishing other features of the

functioning of the preferential zone itself. On the other hand, this legal act regulates special (pref-
erential) conditions for entrepreneurial activity, including investment activity, as well as the proce-
dure and conditions for obtaining them. In particular, residents of the AZRF can take advantage of
federal, regional and local tax breaks, reimburse part of their insurance contributions, and receive
subsidies to offset interest rates on loans and subsidies to offset the cost of paying coupon income
on bonds. At the same time, the combination of these preferences is partly the best practice of the
state regulatory policy of similar territories, since it has no analogues either in Russia or abroad.

At the same time, even a simple overview analysis of all the subordinate legislation adopt-
ed shows that there are virtually no additional incentives for investment projects that are entirely
or even partially aimed at improving the environmental situation in the Arctic regions. The follow-
ing are conditional exceptions: firstly, the current restrictions related to the provision of the speci-
fied preferences for projects in the field of mineral extraction; secondly, local initiatives by inves-
tors to implement environmentally-oriented tourism projects; and thirdly, projects by individuals
and public associations aimed at persuading the business community to work in accordance with
environmental standards. However, in practice, this is objectively insufficient to mitigate the accu-
mulated negative consequences and correct the current environmental situation.

At the same time, despite the absence of direct measures to stimulate the attraction of pri-
vate “green” investment capital, it should be noted that these regions have their own regional
state programs and are implementing national (federal) projects related to ensuring environmental
safety. In addition, a certain part of the business community independently pays close attention to
the issues of preserving natural resources and minimizing environmental damage in order to en-
sure a positive image and create a favorable socio-economic environment. Thus, Table 1 shows the

dynamics of expenditures by entities in the Arctic zone on environmental protection.

Table 1
Dynamics of expenditures by entities of the Arctic zone on environmental protection, billion rubles *

. . Absolute

Subjects of the Arctic zone 2018 2019 2020 2021 2022 2023 -
deviation
Murmansk Oblast 5.92 6.58 6.72 6.86 7.76 7.50 1.58
Nenets Autonomous Okrug 0.39 0.31 0.39 0.44 0.39 0.41 0.02
Chukotka Autonomous nfa | 027 | 026 | 079 | 066 | 0.75 0.48
Okrug
Yamalo-Nenets
5.62 7.22 8.11 9.24 10.42 10.77 5.15

Autonomous Okrug
Arkhangelsk Oblast 4.18 4.14 5.14 5.39 6.38 6.21 2.02
Komi Republic n/a n/a n/a n/a n/a n/a X
Sakha Republic (Yakutia) 9.07 11.59 10.58 10.02 12.45 16.90 7.83
Krasnoyarsk Krai 25.73 30.12 27.36 23.64 37.49 43.28 17.56
Republic of Karelia n/a 1.91 2.06 2.40 2.52 2.84 0.93
Total costs for the AZRF | o091 | 6212 | 6062 | 5877 | 78.08 | 88.65 37.75
subjects

4 According to data from territorial bodies of state statistics of the subjects of the Russian Federation.
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Analysis of the information presented indicates that the Russian Federation entities under

study have experienced moderate but rapid growth in the amount of financial resources spent on
improving the environmental situation. In particular, the total increase for the entire six-year peri-
od under review is recorded at 74.13%, or 37.75 billion rubles. At the same time, the Krasnoyarsk
Krai, the Republic of Sakha (Yakutia) and the Yamalo-Nenets Autonomous Okrug have the greatest
impact on the formation of this value. Their combined influence reached more than 80% in 2023.

In such circumstances, the lack of data in 2018 from two regions (Chukotka Autonomous
Okrug and the Republic of Karelia), due to the relatively modest indicators of socio-economic de-
velopment in these entities, is unlikely to have a critical impact on the trends under consideration.
A similar situation, only with a complete lack of data, can be observed for the Komi Republic. In
this case, according to statistical data, the influence of the republic’s indicators on the overall na-
tional development is also extremely small, which means, in our opinion, that an identical trend
can be observed for the dynamics of environmental protection costs in the Arctic zone under
study.

The Nenets and Chukotka Autonomous Okrugs, as well as the Republic of Karelia, had the
least impact on improving the environmental situation in the macro-region under consideration.
Their combined impact on the overall structure of environmental costs is only 4.5%. Consequently,
priority attention should be given to these regions for the development of the environmental
component of the Arctic zone.

As for the study of the dynamics of the share of environmental protection costs of the Arc-
tic zone subjects in the overall structure of environmental costs of all subjects of the Russian Fed-
eration (Fig. 1), such an analysis allows asserting the presence of very ambiguous trends for the
factor components of this indicator. In particular, the graph shows, on the one hand, a decline in
the growth rate of national costs in 2020-2022, and on the other hand, negative dynamics of costs
of the Arctic Zone subjects in 2020 and 2021. In practice, this situation is conditioned by the nega-
tive consequences of the unfavorable sanitary and epidemiological situation and a significant in-

crease in unjustified sanctions pressure on the national economy as a whole.

> Without the costs of the Komi Republic throughout the entire study period and the costs of the Chukotka Autono-
mous Okrug and the Republic of Karelia in 2018.
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Fig. 1. Dynamics of the share of costs of the Arctic zone subjects directed at environmental protection in the overall
structure of similar costs of all subjects of the Russian Federation 6,

In addition, in the context of the noted changes, the following trend is also noteworthy: a

significant increase in national environmental costs in 2023 against the background of a relatively

small increase in the total amount of similar expenses for the subjects of the Arctic Zone of the

Russian Federation during this period. In such circumstances, the following conclusions can be

made: firstly, there is a need to significantly strengthen control over the current state of the envi-

ronmental situation in the constituent entities of the Russian Federation that are national part of

the Arctic zone; secondly, there is a real need to find both extra-budgetary and state sources of fi-

nancing for new “green” investments.

In this regard, it seems appropriate to study the dynamics of private investments of busi-

ness structures aimed at environmental protection and rational use of natural resources (Table 2).

Table 2

Dynamics of private corporate investments in fixed assets aimed at environmental protection and rational
use of natural resources, subjects of the Arctic zone, billion rubles ’

Subjects of the Arcticzone | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 :;;Z';‘;i
Murmansk Oblast n/a 19.5 5.9 3.5 3.7 5.4 -14.1
Nenets Autonomous Okrug n/d® 0.3 n/d n/d n/d n/d X
Chukotka Autonomous Okrug n/a n/a n/a n/a n/a n/a X
gaijglo'Nene“ Autonomous | 454 | 112 | 60 | 606 | 287 | 3656 263
Part of Arkhangelsk Oblast 0.8 0.9 6.0 8.3 1.3 0.9 0.1
Komi Republic (Yakutia) 9.6 5.1 6.4 33 14 n/a -8.2
Sakha Republic 9.8 6.2 4.2 4.8 8.4 10.7 1.0
Krasnoyarsk Krai 0.05 0.08 0.12 0.17 0.22 0.26 0.2

® Source: compiled by the authors on the basis of Rosstat data.

7 Ibid.

8 n/d — statistical observation bodies do not disclose actual statistical data in accordance with clause 5 of Article 4 and
clause 1 of Article 9 of Federal Law No. 282-FZ of 29 November 2007; n/a — the data in question is not available in the

materials of the territorial body of state statistics.
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Republic of Karelia n/a n/a n/a n/a n/a 0.55 X
Total “green” investments of

the AZRF subjects, billion 26.1 34.7 22.9 99.4 81.6 103.4 77.3
rubles.

Thus, according to the data presented in Table 2, the overall change in this indicator for all
subjects of the Arctic Zone of the Russian Federation for the entire six-year period under review is
characterized by an increase of almost 4 times compared to the level of 2018 and reaches more
than 77 million rubles. At the same time, the objective leaders are the Yamalo-Nenets Autono-
mous Okrug and the Sakha Republic (Yakutia). However, their combined impact on the overall re-
sult of corporate eco-investment in 2023 is 45.8%, which is significantly higher than the share of
these regions in the total volume of eco-expenses of the subjects of the Arctic zone (31.2%, Table
1). The current situation is determined by the critically small share of participation of the business
community of the Krasnoyarsk Krai (the leader in Table 1) in ensuring environmental protection
and rational use of natural resources through private investment (in comparison with the data in
Table 2).

Besides, the fact that only 52.7% of all private “green” investments are subject to official
disclosure in accordance with the provisions of Federal Law No. 282-FZ of 29 November 2007 de-
serves special attention °. The remaining part, i.e. more than 49.8 billion rubles or 47.3%, accord-
ing to 2023 data, falls mainly on the Nenets and Chukotka Autonomous Okrugs. This situation can
be partly explained by the presence of the largest representatives of business structures engaged
in large-scale extraction of minerals, logging, subsequent processing and, accordingly, compen-
sating for the damage caused to the environment (investing in environmental protection and ra-
tional use of natural resources) on the territory of these subjects.

As for the study of the dynamics of “green” investments in the total volume of investments
of residents of the Arctic zone, Figure 2 shows the corresponding mathematical relationship be-
tween these indicators. Thus, despite all the geo-economic and geopolitical changes, over the past
three years the share of eco-investments within the boundaries of the territory under considera-
tion has increased at least twofold (in 2021, it increased almost fourfold). In practice, the current
situation is mainly due to the “downfall” of the total investment flow in 2020—2022, which is partly
confirmed by graphical and mathematical visualization (using the equation compiled and the trend
line constructed on its basis). In addition, the increase in the share is associated with the previous-
ly noted multiple growth in private capital investments in environmental protection and rational
use of natural resources. At the same time, even at its peak, the level of “green” investments
reaches only slightly more than 6.5%, which, in our opinion, is still critically low for full compensa-

tion for the environmental damage caused to the regions of the Arctic Zone of the Russian Federation.

° Federal Law of November 29, 2007 No. 282-FZ "On Official Statistical Accounting and the State Statistics System in
the Russian Federation". URL: https://www.consultant.ru/document/cons_doc_LAW_72844/ (accessed 21 July 2024).
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Fig. 2. Dynamics of the share of investments of the Arctic zone subjects aimed at environmental protection and ration-
al use of natural resources in the overall structure of investments of the subjects of this territory 10

Thus, summarizing the entire set of analytical studies conducted, it can be rightly asserted
that currently, in domestic practice, at the level of individual territorial entities, constituent entities
of the Russian Federation and the national space as a whole, both business structures and repre-
sentatives of state (municipal) authorities are paying increasing attention to issues of ensuring and
enhancing environmental safety. The socio-economic regions under study, which are the Russian
part of the international Arctic zone, are no exception. In particular, according to the analytical da-
ta presented, the following facts can be objectively stated: firstly, there has been moderate and
relatively steady growth in the total expenditure on environmental protection by the relevant enti-
ties of the Russian Federation; secondly, there is growing organizational and financial interest in
investing in environmental protection and the rational use of natural resources on the part of the
business community. At the same time, it should be noted that the share of these indicators in the
domestic economy as a whole and in the total investment volumes of the most prominent subjects
of the Russian Federation is, unfortunately, relatively low and insufficient to fully compensate for

the environmental damage caused.

Research aim and objectives

In such circumstances, in our view, additional research is required on issues related to the
identification, systematization, analysis, “defect detection” of existing and generation of updat-
ed/new state support measures both for business structures — residents of the Arctic zone, and
directly for the constituent entities of the Russian Federation that are part of this socio-economic
space. In the context of this study, special attention should be paid to the preferential conditions
for the implementation of the so-called “green” investment projects.

In this regard, the aim of the article is to develop relevant scientific and practical recom-

mendations for activating and scaling up the investment activity of business structures imple-

% Source: compiled by the authors on the basis of Rosstat data.
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menting environmentally friendly investment projects within the boundaries of the domestic part

of the international Arctic zone of the Russian Federation. In order to achieve this goal, it will also
be necessary to formulate and solve the following scientific and applied tasks: firstly, related to the
study of modern issues of stimulating investment flows, including ESG projects; secondly, to formu-
late relevant objective and effective proposals for the constituent entities of the Russian Federa-
tion that are part of the Arctic zone; and thirdly, to assess the economic potential of integrating

these tools in real conditions.

Literature review

Intensification of investment flows is a key component of socio-economic policy for any
modern economy in the world, as well as for individual territorial entities. This significance is due
to the ability of new investment inflows to increase not only the amount of private capital invested
in the modernization of existing production facilities in the region, but also to maximize the quanti-
ty and quality of products manufactured there, create new jobs and, as a result, fill the budget sys-
tem at all levels with new tax revenues, which in turn guarantees the achievement of sustainable
socio-economic development both for the given territorial entity and for the country as a whole.

For this reason, according to B.H. Vashaev, “the investment sector is increasingly becoming
the focus of attention” of representatives of various levels of domestic executive authorities, busi-
ness structures, the media and the scientific community [1, p. 63]. A fundamentally similar position
is also noted at the international level. In particular, according to a group of Chinese researchers
led by Professor Li Chao, in modern realities, scientists and representatives of the political estab-
lishment are showing maximum interest in studying the impact of increasing macroeconomic un-
certainty on current investment processes and corporate investment behavior [2].

As a result, corporate investment is a key driver of economic growth for the entire country
and the local corporate success of private business structures [3]. At the same time, from the
viewpoint of the Indian government, a slowdown in investment growth, on the one hand, is detri-
mental to the development trajectory of the national economy, and on the other hand, can some-
times be asymmetrical to the growth rates of corporate profitability of individual business struc-
tures [4]. In practice, the latter formulation signals to officials that businesses may periodically re-
fuse investment inflows in order to minimize the diversion of their own capital, and reduce the
costs of using attracted and/or borrowed resources to minimize cost and maximize profitability. In
such circumstances, in order to achieve balanced national and regional development, government
authorities, together with parliamentarians, should pay close attention to the dynamics of invest-
ment indicators, as well as take a proactive position and effectively stimulate the business commu-
nity to increase its investment potential [5, Polyanin A.V., Matveyev VV., p. 187].

Moreover, in the course of developing an effective investment policy for the regions that
are part of the Arctic zone, government officials need to identify the actual root causes of business

structures’ refusal to invest. For example, according to researcher A.l. Sadykov, a key component of
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the region’s investment strategy is not only investing in the production capacities of business struc-

tures, but also investing in the development of regional infrastructure [6, Sadykov A.l.]. This posi-
tion is based on the fact that the infrastructure potential available to businesses in almost all con-
stituent entities of the Russian Federation is either at the limit of its capabilities or is not even
sufficient for the current level of entrepreneurial activity. In this regard, from our point of view, it
can be directly assumed that the disclosure of the investment potential of the studied preferential
territory, including in terms of the integration of the noted resource-saving technologies (“green”
investments), is associated not only with direct subsidization of certain types of entrepreneurial
activity, but also with the development of supporting (electricity, gas, water supply and drainage),
transport and logistics (road, industrial, development, logistics) and even, to some extent, social
(educational institutions, places for recreation and leisure for staff/citizens) and other related in-
frastructure.

A group of researchers led by O.B. Ugurchiev shares a similar opinion. In particular, in their
research, they emphasize that the key “stumbling block” in the development of domestic invest-
ment activity is “the deterioration of existing networks and infrastructure facilities, as well as the
presence of objective restrictions on connecting to them” [7, Ugurchiev O.B., Ugurchieva R.O., p.
6]. This means that the position we have noted has at least some scientific and practical validity.

Another “basic” problem in matters of increasing “green” investment flows is the relatively
low profitability of projects involving the creation of standard (non-unique, already widely availa-
ble on the market) products, works and services. The international community holds a similar opin-
ion. In particular, a group of Chinese researchers led by Jinfang Tian is studying the problem of re-
ducing the profitability of “green” investments in the conditions of changes in the terms of “green”
lending [8]. This situation is due to the presence of a directly proportional relationship between
the volume of eco-investments and the level of corresponding state support.

At the same time, according to Arabian and Turkish scientists, in practice, the effectiveness
of “green” investments can be justified mainly in case of existence of energy and environmental
security risks for the state in question [9]. However, on the scale of our national economy and in
the context of the resource potential accessible to domestic business, the issue of integrating
“green” investments in the energy sector is currently less relevant than the development of alter-
native energy resources for other countries. This means that the creation of an effective invest-
ment policy in the regions of the Arctic zone is also associated with the risks of business structures
refusing to search for and use more environmentally friendly energy resources.

Thus, summarizing the above, it can be stated with a certain degree of accuracy that the
creation of a “green” investment policy has quite a lot of hidden difficulties, which are mainly as-
sociated with the refusal of businesses to shift their target goals from basic profitability (return on
investment) in favor of implementing environmental innovations and increasing environmental
safety. In such circumstances, in our opinion, when formulating the investment policy for the Arctic

regions under consideration, the relevant state authorities, together with regional parliamentari-
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ans, need to provide for a high-quality and varied set of state support measures for business struc-

tures that make environmental investments.

Materials and methods

The essence of the research is based on the study of accumulated scientific and empirical
experience both in terms of organizing the activities of foreign preferential territories and in terms
of domestic practice of providing businesses with preferential conditions for conducting economic
activities. The implementation of this study is based on the application of the following methods:
analytical comparison and abstraction (to identify promising practices for simulating investments,
including in the sought-after ESG projects); modeling and graphical interpretation (to compile the
obtained results and to form the author’s model for activating investments of business structures
— residents of the Arctic zone of the Russian Federation).

The information sources used include the works of domestic and international researchers,
current regulatory and legal documents, regional and federal statistical data, as well as the results

obtained by the authors in the course of this study.

Research results

As already noted, business entities implementing or planning to implement environmental
investment projects face a number of specific problems. In this regard, at the initial stage of this
study, it is necessary to detail the identified problems with the aim of their consistent leveling and
creation of unique preferential conditions for residents of the Arctic zone of the Russian Federa-
tion. Thus, in Fig. 3, we present an up-to-date list of difficulties arising during the implementation
of environmental investment projects in domestic practice.

One of the first risks that should be eliminated in the case of the formation of the desired
updated investment eco-agenda is the lack of a sustainable understanding of the need to preserve
and increase environmental safety in our country among both the population and representatives
of the business community. Currently, the Russian Federation ranks 84th out of 180 countries in

the world by the Environmental Performance Index (EPI in 2024) 1

" world Population Review. Cleanest Countries in the World 2024. URL: https://worldpopulationreview.com/ coun-
try-rankings/cleanest-countries-in-the-world (accessed 21 August 2024).
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The problems of implementing ESG projects in domestic practice

< I I L
Cultural risks Regulatory risks Infrastructure risks Economic risks
— lack of an estab- — lack of general mac- — lag of existing infra- — relatively high
lished environmental r'o.econom.lc. and geopo- structure capacities costs for the pur-
culture among the litical stability from the actual needs of chase and imple-
population and busi- — lack of a system of business mentation of ESG
nesses state incentives for the technologies
integration of ESG tech-
— low level of crea- nologies — low level of develop- — comparatively
tion of domestic re- ment and use of re- low efficiency of
source-saving tech- source-saving infrastruc- eco-investments
nologies ture capacities

Fig. 3. The system of risks hindering the implementation of eco-investments by Russian business structures 2

At the same time, it should be noted that, in accordance with the current Passport of the

713 starting in 2019, a set of federal, regional and municipal state pro-

national project “Ecology
grams has been in effect in the country, aimed not only at the actual protection of the environ-
ment, but also at ensuring the ecological awareness of the entire Russian society. Unfortunately,
the interim results obtained in practice indicate that these desired changes are only beginning. For
example, today in the Russian Federation there is a reduction in the number of unauthorized land-
fills and objects of accumulated damage, the modernization of heat, gas and electricity supply
networks, the transition to resource-saving and more environmentally friendly technologies for
business and the public sector, as well as a qualitative improvement in the environmental living
conditions of citizens in general. In this regard, the project plans also include large-scale tasks to
eliminate all accumulated damage, restore most natural sites, preserve biological diversity, develop
a comprehensive environmental monitoring system and the country’s transition to a renewable
resource economy.

However, the implementation of these measures is neither theoretically nor practically pos-
sible without the adoption of decisions by the authorities and parliamentarians regarding direct
action (organization of a continuous information campaign, propaganda) of environmental protec-
tion. Obviously, this will require a huge amount of financial, human, informational, and other re-
sources without any compensation (except for changes in the environmental situation). For this
reason, resources for this area are actually provided on a residual basis.

Another partially ideological (cultural) risk is the situation with a relatively low level of cre-
ation of domestic resource-saving technologies. In our opinion, the main reason for this circum-
stance lies not even in the lack of financing, government support, specialists and/or breakthrough
scientific and practical ideas, but in the absence of key production capacities. In particular, during

the crisis of the 1990s, the industrial cluster for the creation of equipment, machine tools, ma-

2 source: compiled by the authors.

B Passport of the national project “Ecology”, approved by the Presidium of the Council under the President of the
Russian Federation for Strategic Development and National Projects, protocol of December 24, 2018 No. 16. URL:
https://www.consultant.ru/document/cons_ doc_LAW_ 316096/ (accessed 21 August 2024).
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chines and other essential business equipment was almost completely destroyed in Russia. Today,

this cluster is slowly beginning to revive. However, in the context of the advanced technological
initiative of Western and European countries, as well as the extremely low-cost (and maximally
subsidized by the state) Chinese capabilities, it is very difficult to develop the noted types of pro-
duction. This is especially true when it comes to preserving and enhancing environmental safety
both during the development and use of the desired technological innovations.

The next (no less important) group of risks restraining domestic investment in eco-
development is the issue of national and international regulatory policy. For example, under the
current sanctions pressure from the Western and European communities, a huge number of risks
are emerging in the Russian economy, requiring both close attention from government authorities
and maximum resource support in order to mitigate actual and potential negative consequences.
In such circumstances, the environmental component of the country’s overall socio-economic poli-
cy cannot be adequately ensured.

The complete absence of specialized forms of support for relevant investment initiatives at
both the federal and regional levels also has a critical impact on the growth of eco-investments. In
practice, the only exception is the previously noted events provided for in the framework of the
Passport of the national project “Ecology”. However, even a preliminary analysis of these manage-
ment decisions indicates that they are focused exclusively on budgetary financing of the minimiza-
tion of global environmental issues (mainly without the participation of private investment capi-
tal).

The third group of problems is infrastructure risks, which can also be divided into two com-
ponents:

o firstly, issues related to the lag of existing infrastructure capacities behind the actual
needs of business; in practice, this means that investors need to make private invest-
ments in infrastructure that enables the localization and implementation of the project,
which effectively increases the amount of capital investment and minimizes opportuni-
ties for investing in “green” technologies;

e secondly, the problem of the low level of development and use of resource-saving infra-
structure capacities (for example, solar, wind, gas turbine power plants); in particular,
given the huge reserves of oil, coal, gas and other similar energy resources in our coun-
try, the serious development of any alternative energy sources and corresponding re-

source-saving technologies is neither practically nor even theoretically possible.

Economic risks are also critical factors in investment-based eco-development. In particular,
all the previously noted negative factors are somehow linked to the rising cost of investment pro-
jects due to investments in environmental improvement. In other words, financing of capital in-
vestments in “green” innovations at both the state and corporate levels is carried out on a residual

basis.
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At the same time, the purchase and implementation of ESG technologies cannot be carried

out using the company’s last remaining funds. In practice, this is a very expensive initiative, which
in turn has a negative impact on the environmental aspirations and real opportunities of investors.
Moreover, not only the purchase and installation of such equipment is very expensive, but also its
subsequent operation in the form of mandatory service (dealer) maintenance. In reality, however,
the observed growth is not simply due to the “mercantile” desire of manufacturers to obtain ex-
cess marginality from their products, but also to the objectively high costs of developing simulta-
neously advanced, efficient and environmentally friendly technologies in the context of increased
competition.

It should also be noted that the creation of environmentally friendly innovations is usually
associated with relatively low production results. In practice, the manufacturer always faces a

choice between at least four key factors, the dependence of which is presented in Fig. 4.

Economy of use

End-object

Environmental safety ’
performance

Initial investment capital
intensity

Fig. 4. Interrelations of factors affecting the environmental safety of a technological innovation "

According to the presented parameters, the creation (integration) of any innovation is al-
ways associated with an alternative choice between environmental safety and the final productivi-
ty of the technology, as well as fine-tuning of related parameters in terms of savings on operating
costs and initial capital investments. Therefore, it can be rightfully stated that the use of “clean”
technologies/attraction of “green” investments has a relatively reduced economic efficiency com-
pared to ordinary quantity-oriented projects (technologies, machinery and other equipment).

Thus, we have objectively determined that the implementation of environmentally-
oriented investment projects is accompanied by numerous problems. At the same time, the de-
tailed 6 risks are certainly crucial, but they are far from being the only ones. For example, one of
the issues is related to obtaining permits for both the construction and commissioning of “green”
facilities (due to the lack of relevant specialists and experience).

It should also be noted that the identified risks are, to one degree or another, representa-
tive for almost all subjects of the Russian Federation, including the regions under consideration
that are part of the Arctic zone of the Russian Federation. Therefore, in the course of further re-
search, it is necessary to pay special attention to the issues of formulating private scientific and

practical recommendations for leveling the existing problems.

" Source: compiled by the authors.
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Thus, at the second stage of the research, we propose to search for the most promising ap-

proaches to stimulating the investment activity of business structures implementing environmen-

tally-oriented projects in the territorial entity under consideration. In particular, Table 3 shows a

list of key areas for stimulating business activity, generated on the basis of addressing the prob-

lems identified earlier.

Table 3

List of organizational and management instruments for activating investment activity of business structures
implementing environmental projects within the boundaries of the Arctic zone of the Russian Federation

No.

Essence of the problem

Suggested solutions

Level and volume of
funding

Type of influ-

ence on the

activation of
eco-

investments

Lack of an established
environmental culture
among the population
and business

- increasing the number of
mass environmental
events involving not only
representatives of the
budgetary sphere, but
also corporate structures

Regional budget, small

funding volume (com-

pensation for transport

and expendable materi-
als)

- creating more environ-
mental teams among
young people and increas-

ing their funding

Regional budget, moder-
ate funding volume
(compensation for

transport and expendable

materials)

- creating and distributing
specialized social videos in
the media

Federal budget with re-
gional co-financing, mod-
erate funding volume
(subsidies for specialized
companies)

Indirect

- strengthening control
over the environmental
activities of business
structures

Federal budget with re-
gional co-financing, mod-
erate funding volume
(installation and mainte-
nance of environmental
monitoring stations)

Direct

Low level of creation of
domestic resource-
saving technologies

- strengthening state
funding of the domestic
scientific and production

complex

Federal budget with re-
gional co-financing, mod-
erate funding volume
(subsidies to businesses
for development and
creation of equipment,
tools, machinery and
other basic equipment,
including resource-
saving)

Direct

- stimulating the influx of
foreign innovative ideas
and technologies into the
national economy

Federal budget, moderate
funding volume (subsi-
dies for businesses for
the purchase of foreign

patents, including re-
source-saving)

Direct

Lack of macroeconom-
ic and geopolitical sta-
bility

- stabilization of the sys-
tem of measures to sup-
port business investment
activity, including eco-
investments

No funding required,
Russian legislation needs
to be adjusted

Indirect

Lack of a system of
state incentives for the
integration of ESG

- development and im-
plementation of financial
measures to stimulate

Federal budget with re-
gional co-financing, mod-
erate funding volume

Direct

(subsidies to businesses

technologies

ESG projects
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for the implementation of
ESG projects, including
working capital financing)

- extension of the Federal
Law "On the Protection
and Promotion of Capital
Investments in the Rus-
sian Federation" * to ESG
projects, regardless of the
volume of investment

No funding required,
Russian legislation needs
to be adjusted

Direct

Lagging behind existing
infrastructure capacity
compared to actual
business needs

- enshrining in legislation
the obligations of re-
source supplying compa-
nies to build energy facili-
ties for the future, includ-
ing at the request of busi-
nesses and regional exec-
utive authorities without
maintaining capacity utili-
zation

No funding required,
Russian legislation needs
to be adjusted

Indirect

Low level of develop-
ment and use of re-
source-saving infra-
structure capacities

- development and im-
plementation of financial
measures to stimulate the

construction of alterna-

tive energy facilities

Federal budget with re-
gional co-financing, mod-
erate funding volume
(subsidies to businesses
for the construction of
alternative energy facili-
ties)

Direct

- removing barriers for
alternative energy facili-
ties (companies) in terms
of “dumping” free capaci-
ty into the general energy
network

No funding required,
Russian legislation needs
to be adjusted

Direct

- extension of the Federal
Law "On the Protection
and Promotion of Capital
Investments in the Rus-
sian Federation" to the
construction of alterna-
tive energy facilities

No funding required,
Russian legislation needs
to be adjusted

Direct

Relatively high costs of
purchasing and imple-
menting ESG technolo-
gies

- reducing business costs
for technological connec-
tion of eco-projects to
energy infrastructure
facilities

Federal budget with re-
gional co-financing, mod-
erate funding volume
(subsidies to businesses
for technological connec-
tion of eco-projects)

Direct

- minimizing the cost of
credit capital for ESG pro-
jects

Federal budget with re-
gional co-financing, mod-
erate funding volume
(subsidies to banking
sector for co-financing of
ESG projects lending)

Direct

Relatively low efficien-
cy of eco-investments

- adjustment of the Rus-
sian Federation tax legis-
lation to stimulate the
inflow of eco-investments

Direct financing is not
required, but lost reve-
nues of the budgets of
the Russian Federation
are assumed. Russian
legislation needs to be
adjusted
(minimization to zero in
the first 5 years of income

tax, property tax, land

Direct

> Federal Law No. 69-FZ of April 1, 2020 "On the Protection and Promotion of Capital Investments in the Russian Fed-
eration". URL: https://www.consultant.ru/document/cons_doc_LAW_349045/ (accessed 27 August 2024).
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tax, as well as a reduction
in the amount of deduc-

tions for social needs to
7.6% for 5 years)

This table propose a whole range of specific examples of management decisions that can
be used by representatives of federal and regional executive authorities to activate and scale up
the practice of investing by business structures not only in purely economic projects, but also in
initiatives to preserve and enhance national (regional) environmental security, including the re-
gions of the Arctic zone of the Russian Federation under consideration. Moreover, the essence of
these measures is entirely aimed at levelling out the previously noted (in Fig. 4) socio-economic
imbalance between profitability and environmental obligations of business.

In particular, we propose the introduction of up to seven new direct measures of financial
incentives for business eco-investments into the national economy (for the promotion of “green”
projects, for the development and creation of resource-saving equipment, for the purchase of rel-
evant foreign patents, for priority technological connection, for the construction of alternative en-
ergy facilities, for co-financing of loans and full financing of the implementation of ESG projects),
up to five changes to regional and federal legislation (in terms of aligning the system of measures
to support investment activity, protecting and encouraging capital investments, building energy
facilities for the future, eliminating barriers for alternative energy facilities), up to three direct
financial inflows into the public sector (compensation of expenses of public organizations, in-
cluding the construction of an eco-monitoring station), as well as a significant adjustment to tax
legislation (a practical example of tax breaks for residents of the Arctic Zone of the Russian Fed-
eration was presented by us earlier in the course of a similar study [10, Golovina T.A., Matveev
V.V, Avdeeva I.L.]).

At the same time, as for the practical aspects of applying this toolkit, most of it can be test-
ed by officials and parliamentarians both independently in conditions of limited budget financing,
and systematically in the case of sufficient resources. In addition, in the absence of financial re-
sources, their use may be limited to individual (local) territorial entities that require special atten-
tion in terms of preserving and enhancing environmental security, for example, as in the case of
the regions of the Arctic zone of the Russian Federation under consideration.

In such circumstances, in order to assess the real prospects for integrating all of the pro-
posed management solutions into the Russian economic space, it is necessary to additionally as-
sess their economic efficiency at the next, third stage of this study. For this purpose, we have
calculated the potential budget costs, lost revenues and, in part, potential additional revenues in
Table 4.
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Table 4

Economic efficiency of the proposed instruments for activating the investment activity of business structures
implementing environmental projects within the boundaries of the Arctic zone of the Russian Federation

Per the AZRF subject
Level of the ex-
pected volume of
financing '8 from
No. Instrument the averag(.a level . Federal
of expenditures Regional budget budeet
of the AZRF sub- &
jects on environ-
mental protec-
tionin 2023
Increasing the number of mass envi-
1 tal ts with the i | t
s oemen 9.85 bin rub. x 49.25 min
'p - Up to 0.5% 0.005 =49.3 min rub. /5 * 100
Creating more environmental groups
. . rub. =0.97 bin rub.
2 among young people and increasing
their funding
. S - 9.85 bin rub. x 19.7 min rub.
3 Cre.at'lop and .dlstrlbutlor'w of specialized Up to 0.2% 0.002 =19.7 min /5*100=
social videos in the media
rub. 394 min rub.
construction
annual mainte- of the station
Strengthening control over environ- nance of the air costs 6.25mln
4 & . g . 0.015 pollution control rub., techno-
mental activities of business structures . -
station costs logical con-
1.5min rub. nection costs
0.25 min rub.
Strengthening state funding for the 9.85 bin rub. x 98.5 min rub.
5 domestic scientific and production Up to 1% 0.01=98.5 miIn /5*100=
complex rub. 1.97 bin rub.
Stimulating the influx of foreign inno- 9.85 bin rub. x 49.25 min
6 | vative ideas and technologies into the Up to 0.5% 0.005 =49.3 min rub. /5 * 100
national economy rub. =0.97 bin rub.
Development and implementation of 9.85 bln rub. x 197 min rub. /
7 financial measures to stimulate ESG Up to 2% 0.02=197 min 5*100=3.94
projects rub. bin rub.
D.evelc.)pment and |mp|gmentat|on of 9.85 bln rub. x 9.85 min rub.
financial measures to stimulate the 0.001 =9.85 min
8 . . . Up to 0.1% /5*100=
construction of alternative energy facil- rub.
" 197 min rub.
ities
Reducing business costs for technologi- 9.85 bln rub. x 9.85 min rub.
9 | cal connection of eco-projects to ener- Up to 0.01% 0.0001 =9.85 min /5*100=
gy infrastructure facilities rub. 197 min rub.
L . . 9.85 bln rub. x 147.8 min
10 'gg'g'rﬁz,'zcgtzhe cost of credit capital for Up to 1.5% 0.015 = 147.8 min | rub./5* 100
proJ rub. =2.96 bln rub.
573.8 min rub. 11.48 bin rub.
Total Up to 5.8259
o' p t0 5.825% 12.05 bin rub.

Thus, we have calculated additional costs that the regions of the Arctic zone of the Russian

Federation are potentially capable of directing to activating various investment processes by busi-

ness structures that contribute to the preservation and increase of environmental safety of the ter-

ritorial entity under consideration. However, these calculations are only conditional, since the ex-

'®Since all regions of the Arctic Zone of the Russian Federation have a budget deficit, the volume of additional
planned expenditures on environmental protection should not exceed 0.5% of the average level of budget revenues
and 2.5% of the minimum level; federal budget expenditures are calculated based on the ratio often used in the sys-
tem of financing national projects (“95/5”) and do not exceed 0.05% of the total volume of federal revenues of the
budget system of the Russian Federation.
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act volumes of financing are directly proportional to both the current development problems of

each individual region and the current macroeconomic challenges at the federal (national) level.
Nevertheless, their scientific and practical value lies in the possibility of forming at least an approx-
imate estimate of the cost of integrating a proactive stimulation system for eco-investments into
domestic economic policy, as well as the initial stage of creating the so-called renewable resource
economy.

In particular, according to the data provided, on average, approximately 12 billion rubles
will be required per AZRF entity, which means that up to 108 billion rubles will be required for the
entire preferential territory, which, on a national scale, amounts to approximately 0.41% of the to-
tal federal revenue of the Russian Federation’s budget system. As for the organization of the pro-
posed support system for all subjects of the Russian Federation, such an initiative will cost the do-
mestic economy more than 1 trillion rubles.

It should also be noted that the practical implementation of the proposed improvements is
associated with a huge number of risks. For example, with threats of relatively low commercial
profitability of projects; and/or low budget efficiency; and/or creation of facilities which actually
reduce the level of environmental safety; other identical negative consequences for people, busi-
ness and the state as a whole. In this regard, the actual integration of each of the proposed in-
struments should be linked at the legislative level with the creation of a specialized monitoring sys-
tem, the establishment of appropriate indicators and continuous control over the final socio-

economic performance.

Conclusion

Despite all the organizational and economic difficulties and risks mentioned above, the es-
sence of the tools proposed in this study is aimed exclusively at creating comfortable and environ-
mentally safe living conditions for citizens and the functioning of business structures within the
boundaries of the Arctic zone of the Russian Federation. Moreover, all “proposals are fully con-
sistent with the goals and objectives of the national project “Ecology”, and therefore can potential-
ly be included in its Passport” [11, Kharitonova G.N.] as a viable measure for the development of
this preferential territory, as well as comprehensively for ensuring the environmental safety of the
country as a whole. At the same time, a distinctive feature of this approach, compared to “classi-
cal” budget inflows, is the activation of eco-oriented investment thinking among private corporate

structures and the creation of an ecological culture for all entities.
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