
30 1 (31) 2014      Economic and social changes: facts, trends, forecast

DEVELOPMENT  STRATEGY

Lyudmila Olegovna
ZALKIND
Ph.D. in Economics, Associate Professor, Chief Research Associate, Federal State-

Financed Scientific Institution G.P. Luzin Institute of Economic Problems of Kola 

Scientific Centre of the Russian Academy of Sciences (24A, Fersman Street, Apatity, 

Murmansk Oblast, 184209, Russia, mila@iep.kolasc.net.ru)

Ekaterina Evgen’evna
TOROPUSHINA
Ph.D. in Economics, Associate Professor, Chief Research Associate, G.P. Luzin Institute 

of Economic Problems of Kola Scientific Centre of the Russian Academy of Sciences 

(24A, Fersman Street, Apatity, Murmansk Oblast, 184209, Russia, toropushina@iep.

kolasc.net.ru) 

Abstract. The article considers the processes and results of privatization of enterprises taking place in 

the Arctic regions of the Russian Federation in the period of 1991–2010. The authors study the aspect 

concerning the redistribution of influence (financial, political, etc.) between companies and the state, and 

between different levels of power. A conclusion has been made that the 2000–2010 period faced the 

intensification of transition from the direct intervention model, when the government acts as a regulator 

and entrepreneur, to the principles of indirect management. 

Key words: privatization, Arctic, state policy, distribution of property.

* Part of the results have been obtained in the framework of the project No. 12-32-06001 “Russian Arctic: modern paradigm 

of development” for 2012–2014, the grant of the target contest of the Russian Humanitarian Science Foundation (RHSF) “Russia 

in the Arctic: history, modernity, perspectives”.

Participation of the state in the economic development 
of Russia’s Arctic: privatization (historical aspect) *

UDC: 332.1, LBC 65.050.1(211)

© Zalkind L.O., Toropushina E.E.



31Economic and social changes: facts, trends, forecast    1 (31) 2014

L.O. Zalkind, E.E. ToropushinaDEVELOPMENT  STRATEGY

The necessity to protect its national interests 

was the driving force of Russia’s public policy 

(in the 19th as well as early 20th century) with 

regard to its Northern and Arctic territories. 

Certain countries strived to gain control over 

the Arctic archipelagoes, abundant in natural 

reserves, trying to take advantage of Russia’s 

lack of attention to its polar possessions. Such 

situation posed a threat to Russia. However, 

state policy was inconsistent and not focused 

due to the fact that the most important strategic 

interests of Russia were connected with 

the West and South, rather than the North, 

although the population of the Arctic regions1 

was increasing throughout the 20th century 

(tab. 1) and it began to decline only at the end 

of the 20th century.  At present, the population 

continues to decline.

From the mid-1930s, the state policy in the 

Arctic had undergone qualitative changes. The 

government began to regulate the processes of 

exploration and development of the territory. 

The desire to use natural resources for the 

development of national economy was the 

driving force of these processes. In 1933–

1935 the issues of studying, exploration and 

colonization of the Barents sea archipelagoes 

were handed over to the Main Department of 

the Northern Sea Route, the management of 

these processes became centralized.

A large-scale Soviet industrial development 

of the Arctic required considerable expenses. 

The geopolitical interests of the centralized 

state often prevailed over economic issues. 

High costs of Arctic’s development had been 

covered by cheap labor force for a long time. 

The rapid development of these territories in 

the 1930s was ensured by such organizations as 

1 The article analyzes the privatization processes that took 

place in the following regions of Russia’s Arctic (republics of 

Karelia, Komi and Sakha (Yakutia), Arkhangelsk, Magadan 

and Murmansk oblasts, Nenets, Khanty-Mansi autonomous 

okrugs, Chukotka, Yamalo-Nenets autonomous okrugs, 

Taymyr Dolgano-Nenets and Evenk autonomous okrugs of 

Krasnoyarsk Krai.

“Pechlag”, “Norillag”, “Dalstroy” and others 

that widely used the work of GULAG prisoners.

In the late Soviet period of development of 

the Arctic was guaranteed by government 

agencies – a system of powerful sectoral 

associations controlled from the center. High 

development costs were compensated by the 

extensive redistribution of oil and gas rent, 

which enabled (against the requirements of 

economic expediency) to subsidize prices, 

transport and energy tariffs, to provide the 

citizens with generous benefits and guarantees, 

and so on. The maintenance of control over 

the Arctic territories was ensured by the 

regime of strict forced centralization, directive 

government management. 

Until 1991, almost all the enterprises in the 

country were state-owned, except for the 

property of co-operative enterprises, amounting 

to not more than 5%. In 1991, the federal 

government initiated the transfer of enterprises 

from state to private ownership; in this 

connection a number of normative acts [1, 3, 

8, 12, 13] regulating this process were issued 

in 1991–1992. 

The first stage of privatization consisted in 

the division of the unified state property by 

different levels [11, 15]; in this regard, military 

enterprises and facilities, ensuring the security 

of the country and other economic sectors 

Table 1. The population of the Arctic

regions of the Russian Federation

Year Population, million people

1926 1.7

1939 2.9

1959 4.3

1967 5.2

1979 6.4

1989 8.3

1995 7.9

2002 7.2

2010 6.9

Source: Rosstat data on the all-Russia censuses of 1926, 1939, 

1959, 1979, 1989, 2002, 2010. Available at: http://www.gks.ru
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(transport and energy infrastructure), large 

plants, universities, large suppliers of communal 

services, agricultural enterprises, etc. were 

assigned exclusively to the federal level. That is, 

almost all the enterprises in the Arctic became 

federal property (tab. 2). Regional property was 

formed on leftovers, and its volume depended 

on the decisions of federal authorities.

The enterprises providing housing and 

utilities services, trade, healthcare, cultural 

facilities, etc. were assigned to the municipal 

level. Thus, the major property in the Arctic 

regions was distributed between the federal and 

municipal levels. As a result, municipalities 

received highly liquid property – shops and 

public amenities and less liquid property like 

municipal services, hospitals, requiring large 

investments.

Only minor enterprises were transferred to 

the regional ownership. For instance, in the 

Magadan Oblast only 45% of enterprises were 

transferred to the region’s ownership in 1993 

out of the total number of enterprises that could 

potentially be transferred to the regional level. 

None of the companies that play a significant 

role in the region’s economy became regional 

property [31]. All 40 mining companies of the 

region that form its economy were transferred 

to the federal level. This separation of ownership 

made it possible to maintain the dependence of 

the regions from the center.

The second stage of privatization consisted 

in the process of “small” privatization and 

transformation of large and medium-sized 

enterprises into joint stock companies. “Small” 

privatization is the process of privatization of 

municipal enterprises: shops, cafes, hairdressing 

salons and barber’s shops, etc. This process 

started in 1992, and passed over its peak in 

1992–1993 (after 1994 it was restrained legally 

[6]). But by 1996 already, the major part of these 

objects had been privatized. The most widely 

used method of “small” privatization was the 

sale of companies at special auctions2, part of 

the municipal property was transformed into 

joint-stock companies [21].

The process of “small” privatization in the 

Arctic regions began rather vigorously. For 

example, in 1992 in the Magadan Oblast 35 

municipal objects (mostly shops and public 

amenities enterprises) were privatized, in 1993 

– 250, in 1994 – 75, in 1995 – 69 objects (by 

1996 most of them have become private).

The pace of this process was different in the 

Murmansk Oblast. Despite the fact that, 

according to the privatization program, it had 

been planned to privatize 524 such enterprises 

in 1992, only 126 of them were actually 

privatized, and in 1993 – 109 enterprises. 

Municipalities and the workers of enterprises 

tried to avoid privatization. Municipalities 

wanted to preserve their revenue base, which 

they were loosing in the process of privatization 

along with the enterprises. As for the workers of 

2 Auctions were carried out with regard to preferential 

rights of the labour collective of the enterprise on its buyout.

Table 2. Distribution of the enterprises in the Arctic regions by forms of ownership, %

Form of ownership
Year 

1996* 1999 2008 2010**

State 30.6 7.1 5.8 4.6

Municipal 24.0 8.1 9.3 8.4

Private 6.8 68.4 74.5 79.1

Non-commercial 0.2 7.2 6.4 4.7

Mixed 38.4 9.3 4.0 3.1

* In 1996 the distribution is given according to the volume of main assets due to the absence of the data comparable with the subsequent periods.

**Excluding the data on Taymyrsky and Dolgano-Nenetsky districts of Krasnoyarsk Krai.

Source: calculated according to the Rosstat data. Available at: http://www.gks.ru
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those enterprises, the entry into the free market 

demanded marketing efforts. If an enterprise 

retained its municipal status, it guaranteed 

a minimal wage and the possibility of being 

unprofitable. As a result, to the middle of 1997 

only 406 municipal enterprises were privatized 

in the Murmansk Oblast [21].

Thus, the privatization of municipal 

enterprises was not full, but fast enough. A 

significant part (60–70%) of wholesale and 

retail trade enterprises, public amenities and 

public catering enterprises became private 

ones [35].

Small business emerged as a result of small 

privatization. The number of small enterprises 

in the Arctic exceeded 30 thousand in 1994. 

Then, by 1998, during the liquidation of 

unprofitable enterprises, the number of small 

enterprises decreased by one third. And only 

by 2006 the volume of small business recovered 

and exceeded the level of 1994. The number of 

small enterprises in 2010 amounted to about 

65 thousand.

Enterprises belonging to the state property 

(including regional and federal property), were 

transformed into joint stock companies before 

Table 3. The number of joint stock companies 

in the Arctic regions of the Russian Federation, 

created out of state and municipal enterprises

Year 
Number of joint stock companies,

Increment total

1993 552

1995 1359

1997 1546

1999 1593

2001 1607

2003 1642

2005 1783

2007 1848

2009 1920

2011 1958

Source: calculated according to the Rosstat data. Available at: 

http://www.gks.ru

the privatization. In the Arctic regions about 

1500 state enterprises were incorporated 

in 1993–1999, and more than 300 – in 2000–

2010.

The process of corporatization went on by 

leaps and bounds. For instance, in 1993–1994 

111 enterprises of federal and regional owner-

ship in the Magadan Oblast were transformed 

into joint-stock companies, which was not 

more than 15% of all the enterprises [31]. The 

most part of the enterprises went through the 

process of corporatization in 1996 (tab. 3). In 

1998–2001 there was a decline in the process of 

corporatization. But by the end of the 2000s, all 

the large and medium enterprises of the federal 

and regional ownership subject to privatiza-

tion, became joint-stock companies.

All in all, 152 joint stock companies were 

formed in 1992–1996. In this period, all the 

large enterprises playing a crucial part in the 

region’s economy were reincorporated as 

joint-stock companies. Then, up to mid-

2000s, the process stopped, and then went on 

by transforming state unitary enterprises into 

joint-stock companies3.

The third stage of privatization consisted in 

the placement of shares of the privatized 

enterprises. Part of the shares in 1992–1996 

was transferred free of charge to the employees 

of these enterprises; the remaining part of the 

shares was sold by the State Property Fund at 

auctions or left as a fixed state package. During 

the period of corporatization the concept of 

“golden share” was introduced. A “golden 

share” is a share, which for a certain period of 

time4 provides the state body with the decisive 

vote at shareholders’ meeting. In 1995 the 

state retained control over 28% of the Arctic 

enterprises, which were privatized this year, 

in the form of controlling interest and/or the 

3 The major part of these enterprises is comprised by 

“strategically important” enterprises (enterprises of the military 

industrial complex, research institutes, including military-

oriented, transport enterprises, oil and gas companies) [10].
4 Initially the “golden share” was valid for 3 years, and 

then the term was extended up to the present [7].
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“golden share” [35]. In general, the process 

of corporatization and transition from state to 

mixed, and then private form of property took 

3–4 years.

Regional authorities could retain their 

influence not only in case of direct control. For 

example, in 1998 the owners of the enterprises 

Severonickel and Pechenganickel5 intended to 

close them due to an unfavourable economic 

situation in the world nickel market. Due 

to the active intervention of the regional 

government and under its pressure a new 

company was established, OJSC Kola Mining 

and Metallurgical Company, which is operating 

efficiently at present. The regional government 

used indirect leverages6 over the company’s 

owners.

The difficult situation, which the enterprises 

had to face after privatization, often served as 

the basis for state intervention. In 1996 the state 

regained 25% of the shares of JSC Kovdorsky 

GOK, one of the largest enterprises in the 

Murmansk Oblast (by order of the court, for 

the non-fulfillment of the investment terms 

of privatization) [22]. The enterprise was on 

the verge of bankruptcy. In early 1997 21% of 

Kovdorsky GOK shares were returned (in the 

pre-trial settlement) to the municipal ownership 

of Murmansk. I.e. the regional government 

controlled 46% of the shares, which ensured 

full control over the enterprise, because another 

significant package of about 30% was sprayed 

between the employees of GOK. The regional 

government managed to stabilize the company 

5 The enterprises were the principal employers and 

mainstay of neighbouring settlements, and their shut down 

would result in the abandonment of these settlements and a 

large-scale unemployment – about 30 thousand people.
6 We can only guess in what way the regional authority 

influenced the owners. No doubt, it appealed to the federal 

authorities and gained their support. In fact, the owners offered 

the regional government to “save” these enterprises on its own 

by giving them full independence. When OJSC Kola Mining 

and Metallurgical Company was established, the shares were 

distributed as follows: JSC Severonickel owned 50%, JSC 

Pechenganickel owned 50%. And 100% of the shares of both 

companies belonged to private capital – JSC RAO Norilsk 

Nickel.

and to establish production distribution; as a 

result, by 1999 the plant has made profit of 30 

million rubles a year. In 2001, a decision was 

made on the sale of the state and municipal 

stock of shares. The private company OJSC 

MCC EuroChem became the owner of OJSC 

Kovdorsky GOK.

At the same time, regional authorities tried 

to retain their influence over the enterprises 

located on their territory. The reason for this 

can be found in the fact that in most of 

the Arctic regions the company’s assets 

are “stationary”, i.e. closely attached to a 

particular space. And an important issue was 

who controls these enterprises: the “insider” 

business structures, closely cooperating 

with regional and municipal authorities, or 

“outsider” structures that are difficult to 

influence. Therefore, regional authorities 

actively interfered into the process during the 

initial division of state property and also during 

the subsequent periods of transformations, 

seeking either to establish their direct control 

over the main assets of the territory, or appoint 

their “insider” owners hereto. For example, 

in the 1990s, on behalf of the Komi Republic 

residents, a group of the region’s top managers 

gained control over the major large enterprises 

and subsoil areas rich in mineral resources [30]. 

The struggle of the “outsider” private capital for 

regional ownership ended in 2001 by the change 

of the regional power and complete transfer of 

major enterprises in private hands [29].

However, the cooperation between regional 

authorities and large enterprises is maintained 

through the “migration” of officials in the 

governing bodies of enterprises and vice versa. 

By placing officials as heads of the boards of 

directors, the government regained control over 

large enterprises, especially over energy giants.

However, one can find some examples of a 

significant decrease in the influence of the state, 

when regions are turned into quasi-corporations 

and they are subsidized by large companies [19, 

28]: for example, JSC RAO Norilsk Nickel, 

which forms an almost entire budget of Taimyr 
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Autonomous Okrug and directs a significant 

amount of finances to its social sphere. Norilsk 

Nickel has an almost complete control over 

Taimyr AO. The merger of the corporation 

and the region has reached the maximum level, 

since the corporations’ representatives can 

belong to power structures and they are even 

appointed as region’s governors. As a result, 

large companies and the region become a single 

unit, they become responsible for economic 

and social policy and for the functioning of 

public services, regional infrastructure, etc.

The redistribution of influence is going on 

not only between companies and the state, but 

also between the levels of authorities. It often 

takes place by establishing formal environmental 

and social constraints for corporate structures. 

Regional authorities in Khanty-Mansi AO, 

after losing some of their powers in the sphere 

of subsoil use (due to the transfer of the main 

control functions to the federal level) in 2004 

approved the new maximum permissible levels 

of water pollution for oil and gas companies 

[29]. This innovation was aimed at regaining 

partial control over large external owners in 

the okrug, since, despite the long-standing 

need for tougher environmental standards, 

the region has introduced them only when 

it lost actual rights of control over and direct 

influence on the companies.

Making strategic sectors (fuel and energy 

complex, transport, communication) the 

priority spheres of state control and regulation  

i s  b e c om i n g  t h e  m a i n  t o o l  f o r  t h e 

implementation of the state policy in the 

Arctic [33]. This occurs through the formation 

of large business-structures, which consolidate 

in their hands the right of control over the most 

valuable assets of the territory: for example, 

AK ALROSA is such super-organization in 

the Republic of Sakha (Yakutia).

In the mid-2000s, federal authorities 

continued to pursue the policy of further 

privatization of enterprises. According to the 

Table 4. The number of privatized enterprises 

in the Arctic regions of the Russian Federation

Year Number of privatized enterprises, 

increment total

1993 3186

1995 5268

1997 5869

1999 6145

2001 6456

2003 6619

2005 6780

2007 6846

2009 6919

Source: calculated according to the Rosstat data. Available at: 

http://www.gks.ru

law [4], by 2009, local authorities were bound 

to either privatize or transfer to the state 

ownership the property that did not ensure the 

performance of their functions. Only schools, 

kindergartens, polyclinics and hospitals could 

remain in the municipal ownership.

A similar decision concerning state property 

privatization was made in respect of enterprises, 

which do not provide the performance of public 

functions. Since 2005, the state has been 

reducing the number of unitary enterprises 

[10]. Most of them underwent the procedure 

of incorporation with the preservation of 

100% of shares in state ownership. Then they 

were offered for privatization. Besides, it was 

proposed to privatize the packages of shares that 

belonged to the state and the size of which did 

not exceed 50% of the authorized capital; any 

shares of fuel and energy complex companies, 

civil aviation, etc., including the shares of the 

enterprises that were previously on the list of 

strategic enterprises not subject to privatization.

In the Arctic regions for the 1992–1999 

period over 6000 enterprises were privatized 

(tab. 4). For 2000–2009 almost 800 enterprises 

were privatized in the framework of the program 

for selling non-core state and municipal 

property. Despite such significant rate of 

privatization, about 50% of the enterprises, 
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out of their total number in 19907, have been 

privatized so far. Many enterprises remain in 

state ownership, although they have changed 

their organizational form, the others have been 

liquidated or reorganized into other forms.

By 2007, the federal government had 

retained direct control over more than 600 

enterprises, registered or operating in the Arctic 

regions. Among them 34 enterprises of federal 

ownership with a 100% package of shares 

belonging to the state, 3 – with a package of 

shares over 50%, 9 – with a package of 25–50% 

and 8 – with a package less than 25% were 

subject to further privatization8. These were 

partly the enterprises, which had not found 

buyers previously9, or the enterprises of nuclear 

industry and military complex.

The enterprises that had not been privatized 

often remain in state ownership due to the lack 

of individual entrepreneurs willing to buy them. 

80 enterprises were prepared for privatization 

and 29 privatized in 2007. The next year an 

attempt was made to privatize even more 

enterprises (about 120), but only 39 were 

privatized [26]. The reasons for these failures, 

in addition to low economic attractiveness of 

the asset of these enterprises, include their  

excessive price at the auction and sale in single 

lot.

In recent years, the share of joint stock 

companies fully owned by the state has 

increased in Russia as a whole. We can assume 

that the same tendency is typical for the Arctic 

regions. According to incomplete data, by 

2010 the federal government has maintained 

control over the enterprises through equity 

participation in more than 200 enterprises 

located in the Arctic regions, and it has been 

the owner of about 400 unitary enterprises. 

7 Calculated using the Rosstat data. Available at: http://

www.gks.ru
8 Calculated using the data of the Federal agency for state 

property management. Available at: http://www.old.rosim.ru
9 For example, an attempt to sell the shares of JSC Sea 

Port “Egvenikot” located in Chukotka Autonomous Okrug 

failed in 2003 [22].

In addition, the list of strategic companies 

of the Russian Federation (i.e. not subject to 

privatization) contained 12 more enterprises, 

which were registered or operating in the Arctic. 

About 40 enterprises, previously included in 

the list, were excluded from it (which does not 

mean their privatization; most of them were 

transformed into joint stock companies with 

100% state package or included in the state 

corporations).

In general, we can observe the increase of 

state control, but mainly in relation to key 

natural resources. Russia is distinguished by 

the fact that the state’s part of economic 

rent from oil and gas extraction and from the 

production of diamonds in Russia’s Arctic 

goes almost exclusively to the federal level. 

Priority state control and regulation are 

carried out with regard to such strategic sectors 

as fuel and energy complex, transport and 

communications.

One can also find some examples of a 

significant reduction in the state control, when 

corporations have such a considerable impact 

(financial, political, etc.) on the region’s 

development that the space is actually privatized 

together with the institutional infrastructure, 

and the territory becomes a quasi-corporation.

There is certain progress in the transition 

from the model of direct policy intervention, 

when the state acts as regulator and as 

entrepreneur, to the principles of indirect 

management. The influence is redistributed 

between the companies and the state, as well 

as between different levels of power. The 

establishment of formal environmental and 

social constraints for corporations is one of the 

instruments of such indirect influence.

Besides, it is necessary to consider the 

process of housing and utilities enterprises’ 

privatization, which was held in the framework 

of the housing reform launched in 1992. Earlier, 

all the housing and utilities enterprises in the 

Arctic regions were either in the municipal or 

departmental ownership. The main purpose of 
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the housing reform was to reduce state funding 

of the housing sector in the conditions of the 

high budget deficit. The housing reform was 

also aimed at enhancing the quality of housing 

and the quality of communal services.

The following measures were proposed to 

achieve these goals [2, 9, 14]:

• privatization of residential premises (for 

details see [18]);

• demonopolization of the housing and 

communal services market through the 

liberalization of supply and demand in this 

market;

• changes in the policy of state subsidies: 

the reduction of state services in the housing 

and utilities sector, transition from the provi-

sion of subsidies to utility companies to the 

subsidization of persons with low incomes;

• increase of prices for housing and 

communal services for the purpose of increasing 

the attractiveness of the sector for private 

business.

Organizations involved in the management 

of houses, remained in the municipal ownership 

for a long time. On the one hand, it was due to 

the willingness of municipalities to retain 

control over the financial flows, which were 

comparable with the volumes of municipal 

budgets. On the other hand, it was conditioned 

by the fact that the residents themselves 

considered the municipal company to be more 

reliable than private management companies 

that could significantly raise the cost of houses’ 

maintenance.

The establishment in 2007 of the state 

corporation, the Fund for Support to the 

Reforming of Housing and Utilities Sector 

(hereinafter – the Fund) changed the situation 

with the participation of state and municipal 

authorities in the housing sphere [5]. In 2007 

only one region, Karelia, out of the nine Arctic 

regions, for which statistical data are available, 

was ready to comply with the conditions of the 

Fund. On the whole, in all the Arctic regions 

private managing companies accounted for 

about 50% of the housing services market only 

in eight cities located in four regions. In 2008 

seven out of nine regions complied with the 

requirements concerning the commercialization 

of the management services market. In 2010 the 

share of private managing companies exceeded 

50% of the housing fund in five regions, in three 

regions it amounted to about 40% and only in 

Chukotka AO10 it was 20% [27].

Many private management companies 

emerged after the reorganization of municipal 

management companies into private ones, as 

a rule, through corporatization. The city 

authorities tried to maintain their influence 

in the new companies through their ownership 

of 25% of shares or more. In Murmansk, for 

example, in 2008, the municipal management 

company was transformed into three joint-

stock companies, in all of them the municipal 

government owned from 40 up to 50% of the 

shares through other municipal enterprises 

(which allowed it to bypass the requirements 

of the Fund). These three companies managed 

94% of the city housing fund. However, the 

changes in the government (change of the 

mayor and the coming of new people to 

power), as well as the struggle inside the power 

structures resulted in the creation of new, fully 

private, management companies, which, using 

the administrative resource, gained most of 

the housing fund of the city. At the beginning 

of 2010 there were about 12 management 

companies [24].

With the help of the administrative resource 

attempts were made to intercept the financial 

flows directed from the federal budget for the 

capital repair of houses. 

 Associations of owners and the “outsider” 

managing companies at the regional level were 

10 Despite the fact that none of the Arctic regions had 

fulfilled the requirements of the legislation, and the share of the 

housing fund managed by private companies had not achieved 

80%, all the regions received financial support from the Fund. 

This is caused mainly by the fact that these requirements should 

have been fulfilled in a particular municipality, and not in the 

region in average.
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forced to accept the choice of certain contractors 

for capital repairs, as it happened in the 

Murmansk Oblast in 2010 [23, 32]. In the 

early summer of 2010, financial resources were 

allocated from the Fund for capital repairs to 

the number of management companies. The 

regional authorities, who were the managers of 

these funds, claimed that the main condition 

for receiving the money was the competition 

among the contractors. The organization of 

the competition caused the 3–4 month delay 

in receiving the money. It means that the works 

could actually start in autumn or early winter. 

It is unacceptable in the Arctic conditions, 

since the cost of works increases greatly in 

the autumn and winter period. Furthermore, 

according to the terms of the competition, 

the contractors had to belong to one and the 

same self-regulatory organization of builders 

that included only large firms, for which the 

proposed works were of little interest. As a 

result, even though the organizations that 

had won the competition, fitted the necessary 

requirements, the contractors could not get 

to work immediately [16, 17], because the 

regional authorities detained the transfer of 

the necessary documents. Therefore, the 

authorities still tried to influence the processes 

in the housing sector, and maintain control over 

financial flows.

Another condition, upon which the Fund 

would grant budget subsidies, was that the 

housing fund had to be serviced by private utility 

companies. By 2010 their share was to be not 

less than 50% of the housing fund, by 2011 – at 

least 80%. The total share of the municipality 

and the region in these companies could not 

exceed 25%.

As a rule, most of the communal enterprises 

operated in the form of either municipal or 

regional unitary enterprises. The requirement 

of the Fund concerning privatization was 

fulfilled slowly. For instance, only two out 

of the five major water supply enterprises in 

the Murmansk Oblast have been made joint 

stock companies by 2010, with 100% state 

and municipal capital (JSC Apatityvodokanal 

and JSC Monchegorskvodokanal). Three 

water supply enterprises, one of which was 

the largest in the oblast, remained unitary 

enterprises (state regional unitary enterprise 

Murmanskvodokanal, municipal unitary 

enterprise Severomorskvodokanal, state regional 

unitary enterprise Kandalakshavodokanal).

Heat and power supplying companies, as a 

rule, are joint-stock companies. However, all 

of them are part of large companies, which 

include many re-allotted joint-stock companies. 

In turn, some of these large companies standing 

on the top of the pyramid have state presence, 

some do not. The heat supply enterprises 

owned by the regional government, usually 

go bankrupt. It happens mainly due to the 

fact that they accumulate sufficient debts to 

fuel suppliers caused by consumers’ non-

payments. In 2005 in the Murmansk Oblast five 

organizations providing heat supply to 70% of 

the region’s population were combined into one 

regional unitary enterprise (GOUTP Tekos). 

This company, which operated with losses in 

2005–2009, has been continuing to balance on 

the brink of bankruptcy up to the present time.

The problem of heat supply remains very 

acute for the Arctic regions. All urban 

settlements have a centralized heat supply 

scheme. Worn-out heat systems, debts, 

accumulated by the population and enterprises 

lead to the fact that the settlements remain 

without heat for the winter period. The cost 

of fuel delivery in some remote settlements is 

so high that their residents have to pay 10–12 

times more for the heating of 1 square meter 

than in the oblast center [20]. In this regard, 

municipalities are provided with subsidies 

from regional budgets (in special cases – from 

the federal budget) for the purchase of fuel (in 

the framework of the “northern delivery”) and 

repair of heating systems.

Heat supply to the Arctic regions, esp-

ecially the outlying settlements, is effected 
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through the so-called “northern delivery”11. In 

the 1990s, the financing of fuel and food 

deliveries was carried out according to the 

following scheme: the federal budget allocated 

target budget loans to the regions according to 

their applications. Then regional budgets had 

to return these funds to the federal budget, but, 

due to the lack of resources in the majority of 

regional budgets, the funds were not returned 

in most cases. In 1999 the mechanism of 

financial support to the “northern delivery” 

somewhat changed. The Fund of target-

oriented subventions was established, and its 

resources were allocated to the regions for 

providing gratuitous financial assistance in the 

organization of the “northern delivery”. The 

right to issue interest-free budget loans from 

the federal budget was retained.

In 2005 the mechanism of providing sup-

port to the “northern delivery” changed: the 

regions themselves became responsible for the 

“northern delivery” in their territories [34]. 

Currently, the state support of the “northern 

delivery” consists in the preliminary allocation 

of a budget loan for the purchase of necessary 

food and fuel and their delivery with the 

subsequent loan repayment [36].

The tendency of reduction in the federal 

funding and state influence is typical for all 

the spheres of life-support in the Arctic. 

Priority state control and regulation are 

carried out only with regard to strategic 

sectors (fuel and energy complex, transport, 

communication). Consequently, the main 

prospects of the national policy on the deve-

lopment of the Arctic are focused on the deve-

lopment of the Arctic seas shelf resources, on 

the development of transport corridors and 

infrastructure, and the provision of military 

security of Russia’s Arctic.

Conclusion
The Soviet model of state policy in the 

Arctic is characterized by its excessively 

centralized character, policy management and 

maximum participation of the state in all 

spheres of life. The reforms of the Soviet 

political and economic system fundament-ally 

changed the attitude of the state to the Arctic 

regions. There was a transition from direct 

administrative control methods to indirect 

methods based on the legislative regulation, 

the use of financial tools and informal 

interaction.

State presence in the economy of the Arc-

tic regions has decreased due to the transfer of 

the rights of ownership on a considerable part 

of companies to the private sector. But the state 

maintains the ownership of land and natural 

resources; it also owns the enterprises that 

are strategically important for the country. At 

the same time, municipal ownership has been 

essentially eliminated and the municipalities 

have very few actual tools of influence on the 

socio-economic situation.

The state property in the housing sector 

was almost completely turned into municipal 

and private property. A lot of companies that 

provide housing and communal services are 

becoming private, and this trend is increasing. 

State support, primarily the financial sup-

port of housing, utilities and infrastructure 

in the remote areas of the Arctic has been 

reduced.

Thus, we can point out that the state 

management and control has enhanced in 

recent years, but only with regard to key 

natural resources. As for other spheres, they 

are facing the transition from the model 

of direct policy intervention to indirect 

management.

11 “Northern delivery” is a complex of annual activities aimed at supplying the Far North and Arctic regions of Russia with 

essential goods (first of all, foodstuffs and petrochemicals).
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