PROBLEMS OF MUNICIPAL ENTITIES

UDC 330.34:332.122(470.13-772)
© Burtseva I1.G.
© Burtsev I.N.

Comparative evaluation of the economic development
of underdeveloped areas in the Republic of Komi*

The development of northern territories is always one of the priorities of state policy in Russia. The
northern regions, on the one hand, are rich in mineral resources, forest and water resources; on the
other hand, today they are the areas with stopped productions and redeveloping cities, rapidly losing
their population and infrastructure. The development of new northern territories is extremely slow;
the most part of their mineral potential is not ready for industrial development and requires further
geological exploration and economic evaluation. The article deals with the developmental problems
of the northern regions in the case of some territories of the Republic of Komi.
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The Republic of Komi is an old industrial
resource region, but despite this, a large part
of its territory is characterized as under-
developed and under-populated. The aim
of this study includes the determination
of the least economically developed and
redeveloping territories, location of the similar
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areas, selection of promising directions of
their development and the ideology of their
resource potential.

According to these objectives, the economic
situation in some regions in the Republic of
Komi has been estimated; the districts have
been differentiated based on their industrial

* The article was prepared as a part of the Ural RAS Department’s Interdisciplinary Project “Strategy for the Integrated
Socio-Economic Development of the Ural North territories that are insufficiently explored and poorly involved in the economic

turnover”.
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development indicators, population’s incomes
and infrastructural conditions. According to
the types of districts, the opportunities for their
development have been considered on the base
of available mineral resources.

There is an analysis of the indicators that
characterize the total level of economic
development of a territory, the level of an
infrastructural component and demographic
situation in order to determine the threshold
values that allow us to consider the territory as
insufficiently explored and poorly involved in
the economic turnover.

The following general economic indices
have been chosen: per capita industrial pro-
duction and the volume of capital investment,
wage rate and the share of unprofitable
enterprises [4]. Some indices (average per
capita industrial output, average wage, average
per capita investment) have been correlated
with the average figures for the Republic in
order to assess the situation in the districts at
the regional level.

Investment infrastructure has been esti-
mated in terms of the number of construction
companies and the amount of building
materials, as well as by the density and the
length of a road network. In addition, the
average per capita indices of production and
electricity and heat transmission have been
considered. To assess the degree of territorial
development, socio-economic indicators have
been studied in the dynamics from 1990 to
2008 — 2009.

Tables 1 and 2 show the most important
indices of the economic situation in the cities
and regions of the Republic of Komi in 2009 [6].

The group of districts that have the lowest
industrial production indices consists of the
following southern agricultural areas:
Koygorodsky District, Kortkerossky District,
Priluzsky District, Sysolsky District and
Ust-Kulomsky District. Per capita industrial
production in these areas is 20 — 30 times lower
than the average rate in the Republic.

Economical and social changes: facts, trends, forecast

The ratio between the same indices in the
second group of districts is 12 — 13 times. This
group consists of Troitsko-Pechorsky District
and Udorsky District.

The third group of districts includes Knya-
zhpogostsky District, Ust-Vymsky District,
Ust-Tsilemsky District, Izhemsky District,
Syktyvdinsky District and Intinsky District.
The industrial production rate in these areas is
3 — 5 times lower than the republican average
rate. The district of Vorkuta can be included
in this group; per capita production rate has
halved in this area since the 1990s.

The fourth group of districts is obvious: it
includes Usinsk, Pechora, Ukhta and Sos-
nogorsk industrial hubs. Vuktyl has the special
position here: there was a significant drop in its
industrial production in 2000 — 2005.

Considering the dynamics of industrial
production for the period since 1990, it is
easy to see the rapid decline in such districts as
Koygorodsky, Kortkerossky, Priluzsky, Sysolsky,
Ust-Kulomsky, Troitsko-Pechorsky and
Udorsky. At the same time, there was an
increase in the sharp differentiation of those
districts in terms of industrial output in the
period from 1990 to 2005. That differentiation
had smoothed a little bit only by 2009. So, if
the difference in per capita industrial output
between the “poorest” Ust-Tsilemsky District
and the “richest” Usinsk District was 6.4 times
in 1990, then it was 314 times in 2005.

An average per capita level of investment
has been considered as another indicator that
characterizes the total economic situation in
the districts and the level of investment activity
(table 3).

The following groups of districts have been
identified on the base of the ratio in the average
republic level. The group of districts that have
the lowest per capita investment rates includes
Troitsko-Pechorsky District and Ust-Kulomsky
District: the share of investment in these areas is
20 times lower than the average investment rate
in the Republic of Komi. In addition, there was
a rapid decline in capital investment in these
areas in recent years.
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Table 1. Indicators of overall economic development of the cities and districts in the Republic of Komi

Ratio of an average per Ratio of an average wage A_ver_age_ per capita
o ) . ) o district investment Share of
City / District gaplta '"d“St”?" p_roductlon index of the d'Str.'CtS in regard to average unprofitable
index of the districts to an to an average national . . N
average republic index index. % per cgplta republican enterprises,%
investment

Syktyvkar 0.69 89.1 0.7 35
Vorkuta 0.67 115.6 0.2 34
Vuktyl 1.86 121.8 0.1 60

Inta 0.25 97.2 01 30
Pechora 1.07 106.1 0.7 27
Sosnogorsk 115 101.8 0.5 48
Usinsk 5.30 163.6 2.9 31
Ukhta 1.87 120.8 37 38
Izhemskiy 0.40 61.7 0.4 75
Knyazhpogostsky 0.11 70.2 0.2 50
Koygorodsky 0.03 54.7 01 50
Kortkerossky 0.03 56.4 01 60
Priluzsky 0.05 59.7 0.1 40
Syktyvdinsky 0.28 72.6 0.2 39
Sysolsky 0.03 56.1 0.1 83
Troitsko-Pechorsky 0.07 55.6 0.04 50
Udorsky 0.08 55.4 01 70
Ust-Vymsky 0.18 72.8 0.15 50
Ust-Kulomsky 0.03 53.9 0.04 80
Ust-Tsilemsky 0.36 62.4 0.3 -

For reference only: Per capita industrial Average per capita

absolute figures for the production Iz\‘ée;atﬁ: dw?l?: investment 38
Republic of Komi 254 thsd. rub. ) T 113.5 thsd. rub.

Table 2. Per capita industrial production in the city / district in regard to

per capita production in the Republic

City / District 1990 2000 2005 2009
Syktyvkar 1.16 0.83 0.84 0.69
Vorkuta 1.06 0.96 0.87 0.67
Vuktyl 113 0.57 0.13 1.86
Inta 1.42 0.52 0.26 0.25
Pechora 0.67 117 0.90 1.07
Sosnogorsk 110 1.1 0.84 1.15
Usinsk 1.43 6.66 6.15 5.30
Ukhta 115 0.62 1.49 1.87
Izhemsky 0.29 0.06 0.44 0.40
Knyazhpogostsky 1.09 0.25 0.34 0.11
Koygorodsky 0.60 0.36 0.05 0.03
Kortkerossky 0.43 0.13 0.02 0.03
Priluzsky 0.48 0.13 0.04 0.05
Syktyvdinsky 0.53 0.30 0.23 0.28
Sysolsky 0.40 0.12 0.09 0.03
Troitsko-Pechorsky 0.60 0.16 0.06 0.07
Udorsky 211 0.38 0.08 0.08
Ust-Vymsky 0.72 0.27 0.47 0.18
Ust-Kulomsky 0.53 0.15 0.02 0.03
Ust-Tsilemsky 0.23 0.06 0.03 0.36
For reference only:
Industrial production in the Komi Republic for 1 person, thsd. rub. 3.2 51.2 1481 254.4
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The per capita investment rate is 18 times
lower than the average republican rate in the
second group of districts. It includes most
southern districts of the Republic: Koygorodsky
District, Kortkerossky District, Priluzsky
District, Sysolsky District, as well as Inta and
Vuktyl. Udorsky District is also in this group.
As in the previous group, the share of these
territories’ investment in the average Republic’s
investment declined in the last five years, and
the greatest investment drop took place in
Vuktyl.

There is a rather good investment situation
in Izhemsky District, Ust-Tsilemsky District,
Knyazhpogostsky District, Ust-Vymsky
District and Syktyvdinsky District. The ratio
between the average republican rate and the
share of district investments in this group does
not exceed 10-fold value (0.1 — 0.4 un.; table 3).
Vorkuta is also in this group: investment activity
has been falling here since 1995.

Per capita investments are 3 — 4 times
higher than in the Republic in the districts that
are attractive for investment. This group
includes Usinsk and Ukhta Districts, which are
the stable oil production and refining centers.
This ratio has been remaining over the last 20
years. Sosnogorsky and Vuktylsky Districts
could be included in this group in the early
period.

The assessment of the financial condition
of economic entities has shown that the most
of unprofitable enterprises are located in
Sysolsky District (83%), Ust-Kulomsky
District (80%), Izhemsky District (75%)
and Udorsky District (70%). The share of
unprofitable enterprises in these areas has
exceeded 60% over the period from 1995 till
2000. The second group includes traditionally
unprofitable Kortkerossky District (60% of
unprofitable enterprises) and Vuktylsky District
that had only a quarter of insolvent businesses

Table 3. Average per capita investment of the districts in regard
to average per capita investment in the Republic of Komi

City / District 1990 1995 2000 2005 2009
Syktyvkar 0.6 0.7 1.0 0.5 0.7
Vorkuta 0.7 0.9 0.5 0.5 0.2
Vuktyl 1.6 5.1 0.8 21 01
Inta 0.6 0.7 04 0.2 01
Pechora 0.7 0.5 14 0.8 0.7
Sosnogorsk 1.0 14 11 0.8 0.5
Usinsk 23 2.3 49 3.0 29
Ukhta 11 14 0.9 33 37
Izhemsky 0.6 0.9 0.3 0.6 0.4
Knyazhpogostsky 0.5 0.6 0.5 1.6 0.2
Koygorodsky 0.6 0.2 0.2 0.3 0.1
Kortkerossky 0.4 04 0.2 0.1 0.1
Priluzsky 0.6 04 0.2 0.2 0.1
Syktyvdinsky 0.7 0.9 04 0.4 0.2
Sysolsky 04 0.3 0.3 0.1 01
Troitsko-Pechorsky 0.7 0.6 0.2 0.3 0.04
Udorsky 0.7 0.4 04 0.2 01
Ust-Vymsky 0.3 0.5 0.3 0.3 0.15
Ust-Kulomsky 0.5 0.8 05 01 0.04
Ust-Tsilemsky 0.7 0.6 0.3 0.5 0.3
For reference only:
Average per capita investment in the Republic of Komi. thsd. rub. 2.7 3443 16.3 509 1135
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in 1995, the share of which grew more than
twice in 2009. The next group includes the
districts which have about 50% of unprofitable
enterprises. They are Koygorodsky District,
Troitsko-Pechorsky District and Ust-Vymsky
District. It should be noted that the number
of unprofitable enterprises decreased in Inta,
Vorkuta and Pechora in 2009 as compared with
2005. It was caused by the closure of pits and
closing down of co-operating businesses in Inta
and Vorcuta.

The ratio of an average district wage rate
to average republic wage rate has been
considered in the dynamics for the period from
1990 till 2008 in order to assess population’s
income in terms of remuneration of labour
(table 4).

It is possible to divide three groups of
districts in this context: the districts with the
lowest wages and deteriorating dynamics, the
districts with a stable average wage rate and
traditional “rich” districts.

There are most agricultural regions in the
first group. They are Koygorodsky District,
Kortkerossky District, Priluzsky District,
Sysolsky District and Ust-Kulomsky District.
There is the traditionally lowest wage rate
in these regions of the Republic; it has not
exceeded 60% of the average regional level
over the last 20 years. This group also includes
Udorsky District and Troitsko-Pechorsky
District, whose economy is largely based (or
was based in the past) on the logging industry.
In contrast to the above-mentioned regions,
these two regions had the average wage rates
in the early 1990s: wages were about 80% of
the republican level there. For example, the
average income of a resident of Troitsko-
Pechorsky District was comparable to the
income of Syktyvkar’s residents in 1990, but
it halved in 2000. There has been a trend
to the increase in wages in the “low-paid”
districts recently, however, this increase is
negligible.

Table 4. The ratio of the average district wage rates to republic wage rates, %

City / District 1990 1995 2000 2005 2008
Syktyvkar 86.2 83.1 86.4 89.7 89.1
Vorkuta 135.9 161.3 130 113.8 115.6
Vuktyl 103.9 126.8 132.8 136.6 121.8
Inta 126.7 1415 108.4 89.9 97.2
Pechora 96.4 92.7 109.4 1045 106.1
Sosnogorsk 98.3 90.7 126.6 105 101.8
Usinsk 1425 111.7 205.5 1745 163.6
Ukhta 107.8 106 126.4 1231 120.8
Izhemsky 71.4 54.3 39.2 523 61.7
Knyazhpogostsky 711 62.9 519 715 70.2
Koygorodsky 68.0 55.4 60.7 54.5 54.7
Kortkerossky 68.0 50.7 45.8 49.7 56.4
Priluzsky 67.2 53.6 43.2 54.3 59.7
Syktyvdinsky 78.4 58 47.7 63.6 72.6
Sysolsky 68.9 54.3 461 51.2 56.1
Troitsko -Pechorsky 84.5 64.8 514 53.2 55.6
Udorsky 77.7 73.7 51.3 52.2 55.4
Ust-Vymsky 74.5 70.5 69.7 76.3 72.8
Ust-Kulomsky 65.3 48.5 44.6 47.8 53.9
Ust-Tsilemsky 76.7 56.3 454 56.5 62.4
For reference only:
The average wage rate in the Republic of Komi, thsd. rub. 412 878 3.6 116 20.8
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The second group includes Ust-Vymsky
District, Ust-Tsilemsky District, Syktyvdinsky
District, Izhemsky District, Knyazhpogostsky
District and Intinsky District. A wage rate in
these areas accounts for 70%; it is higher than
an average republic wage rate or equal to it
(Intinsky District). This group is characterized
by the industrially-oriented economy, which is
based on the lumbering, coal mining, and food
industries, as well as freight transportation.
There was a significant reduction in wages in
Intinsky District due to the closure of pits and
general degradation of the regional economy.

The third group includes industrial regions
of the Republic: Usinsky District (164% of the
average national wage rate), Ukhtinsky District
(121%), Vuktylskiy District (122%), Pechorsky
District (106%), Sosnogorsky District (102%),
Vorkutinsky District (116%). Wages are tra-
ditionally high in these regions. However,
there are tendencies associated with the coal
industry restructuring, changes in tax laws and
intergovernmental policy.

Thus, a wage rate in Vorkuta has decreased
more than 1.5-fold over the last 10 years due to
the decline in the coal industry. There was a
record wage rate in Usinsky District, when
the average monthly wage was 2 times higher
than the average wages in the Republic; but
the wages were reduced because of oil income
redistribution in favor of regional and federal
budgets, and, as a result, there was a total
reduction of budget costs and oil companies’
cost optimization.

The evaluation of investment infrastructure
was based on such indicators as highway density,
the number of construction companies,
production of building materials, electricity
and thermal energy generating and distributing
(table 5).

Highway density is rather low in most
regions of the Republic — up to 20 km per 1000
sq. km. The lowest highway density is in the
areas of Inta, Vorkuta and Vuktyl — up to 5 km
per 1000 sq. km. There is a poor motor traffic
in Ust-Tsilemsky and Troitsko-Pechorsky

Table 5. Selected indicators of investment infrastructure of the cities/districts in the Republic of Komi in 2009

Commis_sioning of hard_ Generation_, trgnsmission Number _ N
City / District surfac_e h!ghwayg pf public an_d _dlstrlbutlon of construction Produc_tlon of building
service in the cities and of electricity, gas and water . materials, min. rub.
districts, km per capita, thsd. rub. companies
Syktyvkar - 42.0 1051 673
Vorkuta - 36.4 108 357
Vuktyl - 12.0 19 0
Inta - 23.1 41 14
Pechora 18.9 74.0 86 88
Sosnogorsk - 52.0 70 0
Usinsk - 48.8 194 0
Ukhta 3.3 15.8 430 399
Izhemsky - 2.9 10 0
Knyazhpogostsky - 10.9 20 0
Koygorodsky - 6.1 2 0
Kortkerossky - 5.3 12 0
Priluzsky - 59 12 0
Syktyvdinsky - 49 24 0
Sysolsky - 54 11 0
Troitsko -Pechorsky - 6.4 2 0
Udorsky 29.9 9.3 15 0
Ust-Vymsky - 7.2 9 5
Ust-Kulomsky 1 3.1 5 0
Ust-Tsilemsky 0.3 4.6 7 0
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Districts, as well as in the regions of Usinsk
and Pechora, where highway density does not
exceed 10 km per 1000 sq. km. There is the
best traffic in the southern regions and in the
neighboring regions of Syktyvkar. The amount
of commissioned roads has significantly
reduced over the last decade. If more than
180 km hard surface highways were put into
operation in the Republic in 2000, then only
53 km of roads were built in 2009 and 9 km in
2008. Since 2002 there is no road construction
in Intinsky, Vorkutinsky, Troitsko-Pechorsky
and Knyazhpogostsky Districts.

Rural areas lag behind urban districts in per
capita production, transmission and distribution
of electricity, gas and water. This indicator does
not exceed six thousand rubles in most areas,
except Knyazhpogostsky Districts and Udorsky
District.

The production level of building materials
is quite low in the region. The share of the
construction industry in the structure of indu-
strial production was comparable with wood, gas
and oil-processing industries in the 1970s - early
1990s. However, the production of building
materials declined sharply after the beginning of
economic reforms. The main reasons involved a
general decline in the industrial production and
reduction in housing and industrial construction.
Therefore, there was a more rapid reduction in
the production of building materials as compared
with other sectors.

Today, the construction industry of the
Republic of Komi is represented by the
extraction of mortar sand, sand-gravel mixtures,
brick clay, limestone and dolomite, production
of cement, building lime, bricks, wall panels,
crushed stones, etc. There was a sharp decline in
production of all the types of building materials
and reduction in their product range in the early
1990s. Production output has decreased more
than 2-fold over last decade. Building materials
are produced mainly in Syktyvkar, Ukhta,
Vorkuta, Pechora, as well as a small volume of
materials is produced in Intinsky District and
Ust-Vymsky District.
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The analysis has showed a rather low level
of general economic and infrastructural
development of most districts in the Republic.
In general, low economic performances in
most areas are caused by the high rates of
decline in industrial production over the last
15 years. There is also a sharp differentiation
of economic development indicators between
the districts.

Itis proposed to use the following boundary
values to define the most underdeveloped or
redeveloping territories:

> a ratio of an average republican index
of per capita industrial production to an
average regional index is equal to or less than
10 un.;

> a ratio of republican to regional ave-
rage per capita investment is equal to or less
than 10 un.;

> aregional average wage rate is equal to
or less than 60% of an republican wage rate;

> the number of unprofitable enterprises
is equal to or more than 50% of the total
number of companies;

> highway density is less than 20 km per
1000 sqg. km.

Taking into account the results of this
analysis and fixed boundary values, it is pos-
sible to divide the following groups of under-
developed territories and territories poorly
involved in the economic turnover:

¢ The districts that have a lack of infra-
structure, undeveloped industry and low po-
pulation settlement, but, as a rule, they have
unclaimed mineral, forest, land and recreational
potential. Troitsko-Pechorsky, Ust-Tsilemsky
and Sysolsky Districts can be included into this
group.

¢ The districts that have the “deindu-
strialization” of manufacturing production
with a relatively developed infrastructure. This
group includes Inta and Vorkuta Districts.

¢ The districts of the “new” economic
development, which are located in the affected
zone of implementing and prospective invest-
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ment projects and created transport corridors.
Udorsky and Knyazhpogostsky Districts can
be included into this group.

This grouping of districts is also based
(in addition to economic performances) on
the classification proposed by Ph. Kotler,
K. Asplund, J. Rein and others, which divides
different life cycles of the territories [2].

Value appraisal of mineral potential of the
first group of districts, which is based on the
methodology by I.A. Nezhenskiy and I.G.
Pavlova [3], shows its low cost as compared
with the regional level; this fact proves that
there is a lack of geological knowledge of
these territories, rather than a lack of mineral
resources (table 6).

Thus, there are significant resources of
pyroschist, peat, expanded clay, and quartz
glass sand in Sysolsky District. The Upper
Pechora deposit of rock and potassium-
magnesium salt is located in the southern
part of Troitsko-Pechorsky District. Ust-
Tsilemsky District is famous for Pizhemsky
titanium deposit, bauxite deposits and niobium
resources.

There is a majority of regional mineral
resources in the districts of “deindustrializa-
tion”, which have the significant reserves and
resources of coal, manganese, chromite, vein
quartz, gold, building and facing stones.

The districts of new economic development
are characterized by a high share of resources
in the total cost of resource potential, which
also proves their poor geological development.
Pyroschist reserves contribute a lot to the
potential value of resource capacity of these
districts.

The projects related to the development of
the districts from the first and second groups
can be implemented only on the base of active
government support or public-private part-
nership that is aimed at creating the necessary
prerequisites for geologic exploration and
attracting capital in the mineral resource sector.

The regional deposits and manifestations
of minerals can become a base of new industries
in these regions.

The availability of transport and production
infrastructure determines the directions of de-
velopment of Vorkutinsky and Intinsky Districts
and a part of Pechorsky District, strategic of
which are the stabilization and development
of the coal industry, which include [1]:

v" beginning and expansion of coal pro-
duction in new coal fields;

v' deep processing of coal, including coal-
chemical processing to produce such high-
value products as synthetic liquid fuels, syn-
thetic gas, sulfonated coal, activated charcoal,
adsorbents, high-carbon materials;

Table 6. The cost of subsoil minerals in terms of the municipalities in the Republic of Komi

Cost of mineral resources, bin. rub. / the share in the total cost of the Komi Republic, %
Municipalities Total cost of reserves and Reserves of cat. A+B+C +C, Resources of cat. P +P,+P,
resources
Districts with a weak infrastructure and unclaimed resource potential
Sysolsky 362.2/3.0 114.0/1.9 248.2/4.0
Troitsko-Pechorsky 96.4/0.8 91.4/1.6 5.0/0.08
Ust-Tsilemsky 455.0/3.8 84.9/1.4 370.2/6.0
Districts of “deindustrialization”

Vorkuta 6246.2/52.3 2391.9/41.1 3854.3/62.8
Inta 1115.3/9.3 519.4/8.9 595.9/9.7

Districts of a new economic development
Knyazhpogostsky 159.9/1.3 144.8/2.5 15.1/0.2
Udorsky 890.3/7.4 215.4/3.7 674.9/11.0
Republic of Komi 11951.9/100 5817.2/100 6134.7/100
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v' increasing utilization of coal mine
methane in the degasification of mine fields
and mines.

The main problems of the development of
northern territories include their remoteness
from outlets and their underdeveloped infra-
structure that needs a lot of expenses on the
development in the conditions of the North,
which determines the implementation of
investment projects at the pay limit.

The experience of foreign northern co-
untries and regions shows that the deve-
lopmental problems can not be solved within
the scope of “a pure business approach” that
is aimed only at commercial viability. New
projects implemented in the undeveloped
northern regions can be successful only
with the active support of federal and local
authorities and in the realization of public-
private partnership.
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