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Economic and legal aspects of ensuring energy security of constituent
entities of the Russian Federation
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The article touches upon the key economic and
legal aspects affecting development of the power
industry of constituent territories of the Russian
Federation, namely it defines the role of im-
provement of the legal and regulatory frame-
work as regards energy security components.
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1. INTRODUCTION

Energy security (ES) is for Russia a key ele-
ment of the national security not only due to
the current situation of overcoming the crisis
in the economy of the country, but also in the
view of intensification of integrating Russian
economy and power industry into interna-
tional structures, serving as a permanent factor
of ever growing sensibility of the entire na-
tional economy and of the power industry to
external economic and political influence.
Taking into account that the fuel-and-power
industry (FPS) share in the economy of the
country as regards industrial production
makes over 30%, in the revenue side of the
federal budget - approximately 40% (includ-
ing industry — over 60%), in the export vol-
ume — about 50%, efficient utilization of the
unique power potential of Russia should serve
as the basis for improvement in the Russian
economy and a key factor for intensification
of integration of Russia into the world com-
munity, defending its national interests.

Energy potential is the totality of the existing
energy sources both non-renewable and re-
newable ones, taking into account the eco-
nomic feasibility of their development in the
future.
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2. BASES OF ENERGY SECURITY OF

CONSTITUENT ENTITIES OF THE
RUSSIAN FEDERATION

2.1. The notion *““energy security”

At the moment the notion of energy security
has no clear definition in the scientific litera-
ture. Thus, taking into account the definition
of energy potential, energy security at the
level of a constituent entity of the Russian
Federation will be as follows: the state of
protect ability of RF subject’s economy on the
basis of the sustainable use of energy potential
as regards external and internal factors result-
ing in deterioration of power industry func-
tioning and development.

The notion of “energy security” of the Russian
Federation should be viewed in two aspects:
on the one hand, as one of the strategic poten-
tial components of the state, or, in other
words, lack of power industry may be deemed
a danger for state functioning; on the other
hand, implementing the standards of the Fed-
eral law “On security”, as the state of protect
ability of the power systems from accidents
and emergencies [1].

Taking into account the federal structure of
the Russian Federation, energy security should
be considered at three stages (fig.1):

Constituent entity of the
Russian Federation

Energy security

Industry sector ‘ ‘ Public utility sektor

Fig. 1. Energy security hierarchy
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2.2. Federal regulatory legal acts

The classification of the laws governing rela-
tions resulting from energy security as regards
the two above-mentioned aspects is hardly fea-
sible from the practical point of view in the law
enforcement procedure. This is due to the fact
that such legal regulations are relatively close
and, taking into account the mining and power
industry peculiarities, these aspects should be
viewed together. Nevertheless, it is worth men-
tioning that for functional unification of the no-
tions regarding legal categories, it is possible to
structure separate regulations under the general
principles for state control of corresponding re-
lations. In this context, one may state that the
laws governing relations concerning provision
of required fuel and power resources (FPR)
comprise the Law of the Russian Federation
“On subsurface resources”, Decree of the Su-
preme Soviet of the Russian Federation dated
15.07.1992 No.3314-1 “On the procedure for
enforcement of the regulation on subsurface
resources use licencing”, Federal Laws “On en-
vironmental protection”, “On production shar-
ing agreements”, “On the continental shelf of
the Russian Federation”, “Water Code of the
Russian Federation” and other laws governing
natural resources extraction, processing and
use. In their turn, the regulations governing the
state of protection of the power system from
emergencies and accidents include the Federal
Laws “On security”, “On industrial security of
hazardous facilities”, “On waterworks secu-
rity”, “On ecological examination”, “On protec-
tion of the population and territories from natu-
ral and man-made emergencies”, “On licencing
of specific activities” as well as other regula-
tions.

One of the main regulatory and legal acts gov-
erning relations concerning energy security in
the Russian Federation is the Federal Law “On
security”. This Federal Law lays the legal
framework for ensuring protection of a person,
society and state, identifies the security system
and its functions, envisages the procedure for
organization and financing of security agencies
as well as control and supervision of their ac-
tivities.

The Law particularizing the provisions of the
Federal law “On security” is the Federal Law

“On industrial security of hazardous facilities”.
This Law states the legal, economic and social
framework for safe operation of hazardous pro-
duction facilities and is aimed at prevention of
accidents at hazardous production facilities and
ensuring of security of organizations operating
hazardous production facilities for accidents
localization and recovery. Provisions of this
Federal Law apply to all organizations irrespec-
tive of their business legal structure and form of
ownership that are operating in the area of in-
dustrial safety of production facilities at the ter-
ritory of the Russian Federation.

Industrial regulatory and legal acts also contain
norms aimed at governing relations concerning
security.

Energy security of the country comprises en-
ergy security of its constituent entities. As far as
Russia with its huge territory, diverse climatic
and natural factors, various level of fuel re-
sources availability and other characteristics is
concerned, here the key importance belongs to
regional aspects of energy security.

2.3. Impact of fuel and power resources avail-
ability and structure on energy security

Energy security of constituent entities of the
Russian Federation is largely predetermined by
mineral resources base (MRB) formation and
sustainable use, primarily that of FPR.

Despite certain stability of the existing and per-
spective state of fuel and power supplies in the
country in general, due to a number of objec-
tive causes certain regions experience deficit of
energy resources. Such situations are quite real
in the future that is why it is very important to
timely identify regional energy security prob-
lems in order to compile recommendations for
their elimination or at least for significant miti-
gation.

Energy security issue nature, set and peculiari-
ties of hazards are to some extent different at
the federal and regional levels. For instance,
energy independence is not a problem for Rus-
sia in general, but for 40-45% constituent enti-
ties of the Russian Federation it results in two
regional problems:



A) sufficiency (as regards capacity), availabil-
ity (as regards FPR cost taking into account
transportation) and reliability of interregional
fuel and power links and supplies;

B) adequate level of self-sufficiency and
balance of the region, as regards its own FPR.

All FPRs affecting ES are accounted for with
the help of prognostic and reporting fuel and
power balances for Russia in general as well as
regional balances. During centralized planned
economy period such balances were paid a lot
of attention to: there were techniques for com-
piling and forming them. Nowadays it would
be advisable to enhance the role of the fuel and
power balances; they should serve as the basis
for calculations and control of energy security
of constituent entities of the Russian Federa-
tion. Prognostic and reporting fuel and power
balances are influenced primarily by primary
and multicomponent resources (fig. 2).

Fig. 2. Fuel and power resources structure and composi-
tion

Taking into account their exhaustibility and
non-regenerability, even greater part in energy
security of constituent entities of the Russian
Federation and the country in general should be
played by natural power sources, namely hydro
and nuclear power.

According to the authors, regional energy secu-
rity should be justified on the basis of classifi-
cation of FPR used for fuel and power balances
compilation.

2.4. Economic and legal measures

Nowadays the state uses natural resources not
efficient enough. There are no clear, transpar-
ent conditions for access of subsurface users to
resources. The interests of the State being the
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owner are often not protected to the full extent,
and land users, it their turn, are not motivated
to efficiently use resources allocated. At the
same time the exhaustible FPR structure tends
to deteriorate.

It is well known that the basis for the majority
of raw materials used for various energy types
generation is subsurface resources extraction of
which is regulated by the Federal Law “On
subsurface resources”.

Provisions of article 2' of the above-mentioned
Law are dedicated to energy security ensuring.
Such an assumption is due to the special status
of certain subsurface areas. Pursuant to this ar-
ticle, in order to provide for national defence
and state security, some subsurface areas are
viewed as federal subsurface zones. The list of
federal subsurface zones is officially published
by the federal authority for the state subsurface
fund management under the procedure speci-
fied by the Government of the Russian Federa-
tion, in the official printed matter of the Rus-
sian Federation.

Despite the set of regulations governing rela-
tions concerning federal subsurface zones use,
it is worth paying attention to the following
problems:

- above-mentioned subsurface zones are lo-
cated in the constituent entities of the Russian
Federation. As a rule, reservation of such areas
leads to the exclusion of vast areas from a con-
stituent entity. Such a situation results in loss
of significant funds from the budget;

- granting of the right to use federal subsurface
resources areas without participation of a con-
stituent entity of the Russian Federation vio-
lates constitutional rights and interests of such
a constituent entity. Subsurface resources
within the boundaries of the Russian Federa-
tion including underground space, mineral re-
sources as well as power and other resources,
are the state property (article 17 of the Law “On
subsurface resources”). The issues of owner-
ship, use and disposal of subsurface resources
fall within joint competence of the Russian
Federation and constituent entities of the Rus-
sian Federation. Thus, neglecting of this fact
may result in loss by regions a significant part
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of their industrial potential; exemption of con-
stituent entities of the Russian Federation from
participation in state subsurface resources find
management is a reason for lack of correspond-
ing powers for adequate control and supervi-
sion measures as regards sustainable subsurface
resources use and protection as well as regards
safe subsurface use operations [2].

In order to eliminate the above-mentioned con-
tradictions concerning constituent entities of
the Russian Federation, it is necessary to adjust
the list of federal subsurface resources zones
and reserved areas as well as to set the proce-
dure for allocation and reservation of such ar-
eas observing the rights and interests of con-
stituent entities. It is necessary to clearly dis-
tribute executive and regulatory functions
among federal state authorities and state au-
thorities of constituent entities of the Russian
Federation.

It is advisable to transfer all the rest mineral
resources (excluding federal and reserved ar-
eas) to constituent entities of the Russian Fed-
eration.

Pursuant to article 1? of the Law of the Russian
Federation “On subsurface resources”, subsur-
face resources within the boundaries of the
Russian Federation including underground
space, mineral resources as well as power and
other resources, are the state property. The is-
sues of ownership, use and disposal of subsur-
face resources fall within joint competence of
the Russian Federation and constituent entities
of the Russian Federation. At the same time
provisions of clauses 2! 22.10" and other gov-
ern relations emerging as regards federal sub-
surface resources area and reserved zones allo-
cation and use. Thus, it is advisable that federal
property comprises those subsurface resources
areas that are currently of federal value. The
rest of the areas should be property of constitu-
ent entities of the Russian Federation. Solution
of the mentioned subsurface resources use
problems is directly connected with improve-
ment of energy security of constituent entities
of the Russian Federation.

Article 4 of the Federal Law “On gas supplies
in the Russian Federation” stipulates the state
policies in the area of gas supplies in the Rus-

sian Federation. Pursuant to this clause, in or-
der to ensure unified approach to solution of
issues concerning gas supplies in the Russian
Federation, on the part of state authorities of
the Russian Federation, state authorities of
constituent entities the Russian Federation, lo-
cal governments as well as organizations en-
gaged in gas supplies in the Russian Federa-
tion, one of the state policies in the area in
question is provision of energy security of the
Russian Federation. Because of lack of certain
powers, constituent entities are not motivated
to implement such policies and thus resource-
saving principles in subsurface resources use.
In other words, existence of responsibilities of
a constituent entity of the Russian Federation
without determined rights will facilitate its
transformation to a grant region.

3. CONCLUSION

Energy security covers a wide range of interre-
lated issues concerning the resource base of the
power industry: impact of economic, social,
political, foreign economic and foreign politi-
cal, man-made and natural threats as well as
power industry management shortfalls on fuel
and power supplies to end users; sustainable
use of fuel and power resources; a set of poten-
tial measures for energy security ensuring im-
plemented not only in the power industry, but
also in economic, social, political, foreign eco-
nomic and foreign political areas, etc. Corre-
spondingly, energy security is one of the key
factors of the national power policy and plays
an important role in taking decisions on fuel
and power system functioning and develop-
ment at the state and regional levels. It is due to
the fact that currently the national fuel and
power system makes nearly 30% of the gross
domestic product of Russia, over 50% of the
budget revenue, and 65-70% of all currency
proceedings. However, at the moment the fuel
and power complex is associated with a num-
ber of problems hindering both development of
the complex, and that of constituent entities of
the Russian Federation.

Currently the most important factors affecting
FPS state are: legal framework imperfection,
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lack of impetus for sound investments, signifi-
cant wear of the fixed capital stock, resource
base depletion, lagging of the reserve replace-
ment growth rate from mineral resources ex-
traction, irrational fuel and power balances
structure, price disproportions and so on [3].

The main role in these factors belongs to for-
mation and perfection of the legal base as re-
gards energy security components. The key
role of legal framework formation in the area
of energy security consists in elimination and
overcoming of contradictions, determination of
a circle of responsibilities in energy resources
supplies.
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