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Investment appeal of the border regions of the south

of the Far East

In this article the main directions of development of economy and investment appeal of the southern subjects of the Russian Federation of the Far East are considered. The policy of the Russian state concerning the Far-Eastern regions is presented. Adopted by the federal and regional public authorities of the decision on an increase of investment appeal of the subjects of the Russian Federation are allocated. The possibility of research of the investment processes in the southern regions of the Far East united in one group is proved. As competitive advantages of the Far-Eastern southern regions the richness of subsoil, proximity to the markets of the countries of the Pacific Rim, development of the transport system and realization in their territory of the large projects is determined. The factors influencing investment appeal are allocated, classification of them is carried out, main measures for an increase of their efficiency are given. The reasons of the lack of steady growth of investments in the southern regions of the Far East are determined. Opportunities and mechanisms of improvement of the investment climate in them are considered. 
В статье рассматриваются основные направления развития экономики и инвестиционная привлекательность южных субъектов Российской Федерации Дальнего Востока. Представлена политика Российского государства в отношении дальневосточных регионов. Выделены принятые федеральными и региональными органами государственной власти решения по повышению инвестиционной привлекательности субъектов Российской Федерации. Обоснована возможность исследования инвестиционных процессов в южных регионах Дальнего Востока, объединённых в одну группу. В качестве конкурентных преимуществ дальневосточных южных регионов определены богатства недр, близость к рынкам стран Азиатско-Тихоокеанского региона, развитость транспортной системы и реализация на их  территории крупных проектов. Выделены факторы, влияющие на инвестиционную привлекательность, проведена их классификация, обозначены основные меры по повышению их эффективности. Определены причины отсутствия устойчивого роста инвестиций в южных регионах Дальнего Востока. Рассмотрены возможности и механизмы улучшения инвестиционного климата в них.
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In recent years one of the important directions of the Russian economic policy is the development of the Far East. Due to the disintegration of the Soviet Union the economic and geopolitical role of the Far-Eastern regions of Russia, especially its southern regions significantly increased.

The Far East occupies 6,2 million sq.km of the territory (36,1%) of the territory of Russia. The population in 2012 made 4,4% of population of the country, share in the gross regional product (further – GRP) – 5,6%, share of investments – 7,5% of the all-Russian volume.

The Far East representing the Far-Eastern federal district includes such subjects of the Russian Federation as the Republic of Sakha (Yakutia), the Kamchatka, the Primorsk and Khabarovsk territories, the Amur, Magadan and Sakhalin regions, the Jewish autonomous region (JAR), the Chukotka autonomous region.  

The Far-Eastern territorial subjects of the Russian Federation have a certain similarity of their natural and resource potential. It is especially characteristic for the southern regions. The Primorsk and Khabarovsk territories, the Amur and Jewish autonomous regions belong to the southern regions of the Far East. All of them have outlets to the sea (The Amur region and the Jewish autonomous region – through the Amur River), railway, automobile and aviation transport networks. For them also the more developed interregional communications in comparison with the other Far-Eastern subjects of the Russian Federation are characteristic. In the south they border on the People's Republic of China, and the Primorsk territory has still the general border with the Korean national democratic republic. The number of resident population in the southern regions as of 01.01.2013 makes nearly 4,3 million persons, or 68,4% of the population of the Far East.   

The southern regions of the Far East have the similar climatic, geographical conditions, temperate climate. They possess the various structure of economy, especially the Primorsk and Khabarovsk territories which are also the largest on population, economic potential. There are no essential distinctions in GRP, investments per capita, their economies are more diversified unlike the other regions of the Far East. Such set of factors allows unite these territorial subjects of the Russian Federation in the same group for the analysis of investment activity.

It is natural that each territorial subject of the Russian Federation has also the features, factors influencing the investment appeal. Between these regions distinctions by the sizes of territories, population, structure of the economy, volume of the made production are seen. However, in our opinion, all southern regions of the Far East have the high investment potential.
Disintegration of the Soviet Union, transition of economy of Russia to the market relations were negatively reflected on the social and economic development of the Far East. Economic relations of the Far-Eastern regions with the other part of the country were broken off, there was a considerable recession in economy, negative demographic, social processes began to develop, the outflow of population from the all Far-Eastern territorial subjects of the Russian Federation began. In recent years the outflow of the population from the southern regions goes higher rates, than from the northern regions of the Far East. Transport tariffs grew in hundreds of times. Despite an existence of more extensive transport network in the southern regions, transportation of goods from them to the European part of the country, CIC country became inefficient.

At the same time, the proximity to the countries of the Pacific Rim (PR), border situation created to these regions of opportunity for the development of external economic relations. As a result the enterprises of the Far East began to reorient the economic relations on the markets of the Asia-Pacific countries. The important role in these processes was played also with that huge natural, raw material resources of the southern regions of the Far East represented considerable interest for the Asia-Pacific countries. There were opportunities for an investment of the capitals, developments of the commodity market. For example, in 2012 the main part of the South Korean investments into the Far East (77%) come on the Primorsk and Khabarovsk territories [1].

In the economic policy of Russia on development of the Far East some main directions which concern directly the southern regions appear. First of all, the importance offered by the Russian President's Plenipotentiary in the Far-Eastern federal district (FEFD), the Deputy Prime Minister of the Government of the Russian Federation Yuriy Trutnev and the head of Minvostokrazvitie Aleksandr Galushka in the autumn of 2013 of the main strategic approaches to development of FEFD relying on transformation of the Far East into the free economic zone focused on export of different production, first of all, of the raw materials in the markets of the Asia-Pacific countries with the active involvement of investors both foreign, and domestic in the near future will remain. 

The important direction of development of economy, capable to attract considerable investments is the realization of large projects in the territory of the southern regions of the Far East. It is supposed that development of the large resource and energy projects focused in the Asian markets will allow involve actively the financing from outside of the Asia-Pacific countries, to use the latest technologies, in the long term to create necessary conditions for the innovative development of mechanical engineering, other branches of manufacturing industry that is really feasible, considering their industrial potential.
Among such projects the realization of the largest project in the world – “The Force of Siberia” gas transmission system recently begun.  Gas will be transported from the gas-centers of Yakutsk and Irkutsk to the Far East and for export to China.  Gas will go to China through the Amur region, and for consumption in the Far East will pass through the Jewish autonomous region, Khabarovsk territory, and already through the available network from Khabarovsk will reach Vladivostok.  The total amount of investments into construction of the gas pipeline and development of the accompanying infrastructure will make 55 bln. dollars. 

Development of the transport potential, capable to provide transit from Asia to Europe is also an important direction influencing the investment processes in the southern regions of the Far East.  It will open new opportunities for involvement of the investors to the Far East, offering convenient and fast delivery of the made production to the European part of Russia and further worldwide. 

Transportation of transit across the territory of Russia has advantages in time in two – two and a half times in comparison with the sea delivery.  However considerable means for reconstruction of the outdated railway lines are necessary. The government of the Russian Federation coordinated the financing of modernization of BAM and the Trans-Siberian Railway till 2018.  Expenses are estimated at 562 billion rubles from which 362 billion will be spent on BAM, and 200 billion – on the Trans-Siberian Railway.  It will allow increase by 2020 the capacity of these highways from today's 16 – 18 million t a year to 50 million t. There will be here too an opportunity to increase the investments by development of the network of hubs [2]. 

The solution of such tasks demands considerable capital investments both from the state, and from the large business. To involve business, it is necessary to create to it more attractive, favorable conditions. It has to be promoted by the Standard of activity of executive authorities of the subject of the Russian Federation accepted by the government of the Russian Federation on ensuring the favorable investment climate in the region according to which in 2012 – 2013 in all subjects of the Russian Federation the Investment strategies were accepted. Investment strategy of the territorial subject of the Russian Federation had to determine investment priorities of the region, designating the target programs, separate branches, technologies of advancing development planned to the realization projects, capable to provide the growth of investments in the subject of the Russian Federation.
Realizing the Investment strategy, government bodies of the Far-Eastern territorial subjects of the Russian Federation have to direct the efforts to growth of the investment potential of the territories: This development of transport infrastructure, creation of additional workplaces, decrease in investment risks, monitoring of investment risks, implementation of various measures of the legal, economic character, granting the state guarantees to investors. On investments into the fixed capital per capita in 2012 among 83 subjects of the Russian Federation the Jewish autonomous region was on the 12th place, the Khabarovsk territory – on the 15th, the Amur region – on 18 and the Primorsk territory – on the 21st places.

An investment appeal is formed by a condition of investment climate, character of investment potential and existence of investment risks. It is the most important element of the mechanism of attraction of financial resources to the region. For the solution of strategic problems of development of the territorial subjects of the Russian Federation as the major factors determining the appeal of the Far East for the investments, the authors usually note two obvious competitive advantages of the Far East – richness of subsoil and proximity to the fast-growing Asian markets. In relation to the southern regions of the Far East, in our opinion, it is necessary to add also such factors, as the development of transport system and realization in their territory of the large projects. 

All factors forming the investment appeal can conditionally be broken into three groups. Two of them treat the factors of general character which are inherent in all southern regions of the Far East, and the third group – specific to the territorial subject of the Russian Federation. The factors of general character can be subdivided on natural, caused by the natural, objective conditions of the regions: climatic, geographical, resource. The second group is presented by the factors formed in the course of activity of the people – administrative, organizational, economics. To the third group of factors it is necessary to carry that are specific, inherent, generally to the concrete region.

On the complex of climatic, geographical conditions and the other objective factors the southern regions of the Far East are investment attractive. Such factors of the first group include:  

- advantageous geographical and geopolitical position (existence in the all four territorial subjects of the Russian Federation in the south of the Far-Eastern borders with the People's Republic of China, proximity to the Asia-Pacific countries);
- developed transport infrastructure (The Trans-Siberian and Baikal-Amur Railway, the highway of federal value Chita – Khabarovsk – Vladivostok, the water and aviation communication);

- richest natural resources (mineral and raw, forest, water, etc.);

- favorable natural, climatic conditions.

The second group of factors is formed, generally by the actions of bodies of the authority and management. The strategic purpose of the investment policy of the territorial subjects of the Russian Federation is the creation and development of the investment institutional environment, favorable investment climate, establishment of the close connections of the power and business, formation of the image of the region as the territory attractive to the investments, an increase of its competitiveness. It demands from the bodies of authority and management of the actions of standard legal, economic, organizational character.

It is necessary to refer to the measures promoting the creation of favorable investment image of the region, first of all, formation of the regulatory legal base stimulating and supporting the investment activity. Public authorities of the Far-Eastern territorial subjects of the Russian Federation adopt the laws, resolutions and other regulations on the development of investment appeal of the region and the development of investment activity, joint bodies for management of these processes are created, target programs, plans of the measures for stimulation of the investment activity are formed.
For example, in the Jewish autonomous region the Laws "About the state support of the investment activity which is carried out in the form of capital investments, in the territory of the Jewish autonomous region" and "About the investment fund of the Jewish autonomous region" are adopted. The resolution of the governor creates the Council for improvement of the investment climate in the Jewish autonomous region as the constantly operating joint working body, the Investment council by the JAR government is created. For the purpose of creation of favorable investment climate in the region’s territory the resolution of the governor approved the Investment declaration of the Jewish autonomous region. The government of JAR adopted the Order "About the approval of regulations of the maintenance of investment projects by the principle of "one window", realized and (or) planned to realization in the Jewish autonomous region". In JAR the actions of the long-term regional Target program "Creation of favorable investment climate in the territory of the Jewish autonomous region" for 2012 – 2015 are realized. In 2013 is developed and approved by the Order of the government the Complex of measures on stimulation of the investment activity in the agro-industrial complex of JAR (including with the use of the state-private partnership), to an increase of availability of the credit resources. The order of the governor of the region approved the Plan of measures on an increase of investment appeal of JAR and creation of the necessary social infrastructure for the purpose of termination of the outflow of local population for 2014 - 2015. For an increase of investment appeal of the region the stage-by-stage Plan of measures (road map) on introduction of the Standard of activity of executive authorities of the territorial subject of the Russian Federation on ensuring the favorable investment climate in JAR is developed and approved [3]. 

Similar documents are adopted and in the Primorsk, Khabarovsk territories, the Amur region.
The state economic support of the economic entities realizing the investment projects which can be carried out in the following forms has exclusive value:

- tax privileges, including the lowered rate of income tax, release from the payment of property tax of the organizations;

- delay or payment by installments on the payment of regional taxes;

- subsidies from the budgets of territorial subjects of the Russian Federation;

- state guarantees of the territorial subjects of the Russian Federation to economic entities;

- granting in rent on favorable terms the land plots, buildings, constructions which are in property of the territorial subjects of the Russian Federation;

- direct financing of the separate investment programs;

- participation in the authorized capital of the legal entities which aren't the public and municipal authorities and the enterprises.

Measures of organizational character of the authorities of territorial subjects of the Russian Federation are directed on creation of the developed and effective investment infrastructure. Structures and public organizations for the work with investors are created. So, in the Primorsk territory the Council for attraction of investments into the economy of the Primorsk territory at the governor of the Primorsk territory is created, the Autonomous non-profit organization "Investment Agency of the Primorsk territory" which is carrying out the service functions on individual work with the investors, works. There is a public advisory council on attraction of the investments into the Primorsk territory.

Public authorities of the regions constantly provide to the business the investment offers. The government of JAR in 2013 prepared 24 such projects, and 21 from them represented geological studying of the development of mineral resources. Same year in the territory of the region 19 investment platforms under the production and housing construction, industrial and agricultural facilities were given. In 2014 8 more investment projects, but already the production character were provided. 

For improvement of the investment climate and the investment image the authorities of the regions carry out the policy of openness. For informing the potential investors the collections and passports of the investment projects and offers, investment bulletins and the other information in Russian, English and other languages are issued annually.
The work on participation in various international and interregional conferences and exhibitions, such as the annually carried out Harbin international trade and economic fair, the universal fair "Amurekspoforum — 2013" (Blagoveshchensk), Interregional Priamursk commerce and industry fair (Khabarovsk) and the others is constantly carried out. On expositions of the territorial subjects of the Russian Federation the materials showing the economic potential, investment opportunities, conditions for the organization and business are represented, consultations on the search of partners for implementation of the investment projects and cooperation are held.

The third group of factors is connected with that each region can have competitive advantages in different spheres of the activity. So, the Primorsk and Khabarovsk territories, along with the other advantages, have still considerable economic potential and scientific and educational complexes. In these two territorial subjects of the Russian Federation 57,7% of the Far East enterprises and  organizations work, in 2011 37,6% of the gross regional product made in the Far East were created. In 24 higher educational institutions and 35 branches of the higher education institutions, making, respectively, 58,5% and 43,2% of the total of higher education institutions and branches in the Far East, were trained in 2012/2013 academic year more than 149 thousand students, or 59,1% of the total of students of the Far East. Absolute majority of the research institutes located in the Far East, are also in these two regions [4].

In the Amur and Jewish autonomous regions there are favorable climatic conditions for the agriculture development. The Amur region possesses the big free energy resources. For the Khabarovsk territory the favorable condition is the transit character of economy. Streams of the freights from the countries of APR, the Far-Eastern regions to the west are provided with the available transport corridors.

Set of the all available factors in the southern regions of the Far East provides them necessary conditions of the investment appeal. As a whole, it is possible to note that to the southern regions of the Far East the investments into the fixed capital come. But, apparently from the table 1 while there is no steady positive dynamics of the growth of investments to these subjects of the Russian Federation

Table 1

Index of the physical volume of investment into the fixed capital of the southern regions of the Far East (in the comparable prices; in % to the previous year)
	
	2008 
	2009 
	2010 
	2011 
	2012 

	Far East
	111,7
	107,1
	106,1
	126,5
	85,2

	Primorsk territory
	141,5
	174,3
	121,3
	134,1
	59,0

	Khabarovsk territory
	109,9
	108,1
	152,2
	107,8
	88,7

	Amur region
	124,1
	88,6
	119,5
	131,3
	80,0

	JAR
	104,5
	83,7
	2,0
	121,6
	88,5


Source: Regions of Russia. Socio-economic indexes. 2013: Stat.coll. / Rosstat. – M, 2013. – P. 933.

An increase of investment appeal of the regions faces the number of difficulties and unresolved problems. Though the economy of the southern regions of the Far East has considerably diversified character, but its structure isn't balanced. The main funds in these territorial subjects of the Russian Federation are concentrated generally in such branches, as the transport and communication (from 35 to 50%), mining, in production and distribution of the electric power, gas and water (from 9 to 19 percent). Only in the Khabarovsk territory 10,4% of the all main funds comes to the share of manufacturing industry. In the other territorial subjects of the Russian Federation of the south of the Far East its share makes from 1,0 to 2,8 percent [5].  

As the specialists of the Institute of economy of the Ural office of the Russian Academy of Sciences consider, existence of the competitive advantages only in the form of geographical position and natural resources with the developed infrastructure substantially testifies to the raw character of economy [6]. 

The Far-Eastern scientists point to the strengthening of raw specialization of the regions of the Far East also. Only from 2005 to 2011 the share of branches on mining in the industry grew from 45,5% to 62,7%. The same concerns the export. If in 2000 the share of machine-technical production was 16,1%, in 2005 – 3,6%, and in 2011 – 2,4 percent [7].

Also it should be noted that the regions don't use fully the opportunities, the drawn-up plans aren't realized. So, in 2013 The program "Creation of favorable investment climate in the JAR territory for 2012 – 2015" is financed and made only on 97,8 percent from the plan. In the Amur region there are considerable stocks of mineral and raw and forest resources, but the level of their use is minimum – 0,15 and 0,55 respectively. There is a high power redundancy of the region, but the used potential of water resources makes no more than 5 percent [8].

The action of the constantly raising price factors (transport, power) for the production and social sphere reduce the investment appeal of the regions. It should be noted also an unevenness of distribution and, in the certain measure, insufficient development of the investment infrastructure.
As the experts consider, investment climate in the Far East is possible and to improve, but you shouldn't advance only the separate branches thus. Efforts of the state have to be directed on the general inflow of investments [9]. Rather diversified character of economy of these regions gives the chance in the south of the Far East to carry out "continuous development", without directing the main efforts only to the separate branches. Such development can be provided due to the use of opportunities of the design, cluster approaches, creation of the special territories of advancing development, formation of the special economic zones. 

Creation in the Far East of the networks of special territories of the advancing social and economic development assumes the formation in each territorial subject of the Russian Federation of such zones. The work in this direction in the southern regions of the Far East is already conducted. For example, in the Primorsk territory 8 territories of the advancing development are determined to which the investment of considerable investment means is supposed the General investment portfolio of the Primorsk territory totals more than 160 investment projects for the total amount over 4 trillion rub, more than 1 billion US dollars and more than 280 infrastructure objects worth about 360 billion rubles.

The creation according to the recently adopted resolution of the Government of the Russian Federation in the territory of Vladivostok of special economic zone of industrial and production type has to become one more such zone [10].

Acceleration to the social and economic development of the Jewish autonomous region will be given by the implementation of construction project of the railway bridge crossing through the Amur River on the site of the Russian-Chinese frontier near the village of Nizhneleninskoye of JAR with an exit to the railway tracks of the People's Republic of China and Korea. The cost of the project is 7,9 billion rubles. The estimated volume of cargo transportation on the bridge is 20 million tons. The new railway bridge will become the part of strategic Euro-Asian transport corridor, will allow provide the load of railway lines of the Far-Eastern federal district, will make attractive the Far East for the large international investments, will increase competitiveness of the Far-Eastern production in the foreign market, having reduced the way for its consumers in the Asia-Pacific countries by 1500 km.

In the Khabarovsk territory four zones of development are determined: Khabarovsk agglomeration, industrial region "Komsomolsk – Amursk – Solnechnyi", transport industrial hub "Vanino – Sovetskaya Gavan’", the Verkhnebureinskiy power industrial complex. Implementation of such projects will create also the base for innovative development of the territory.
The development of investment appeal, investment activity of the regions demands from the authorities the complete system of support into which the standard and legal, economic, analytical, scientific, personnel, information, social and psychological and financial security enter. Business has to increase the economic capacity of the enterprises, introduce the new production technologies, create new workplaces. Scientific and educational institutes have to prepare qualified personnel oriented on the accumulation of investment potential, the solution of actual problems of the social and economic development of the territories. In interaction of all these components the investment appeal of the region, its competitiveness in the market can be provided.
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