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Introduction. This study is relevant in connection with the search 
for new points of development of the Sakhalin Region in new sectors 
of the economy that are not related to the mineral wealth exports 
model of the economy. The purpose of the paper is to assess the 
state of the industrial sector in the Sakhalin Region and consider the 
directions of its development. 

Materials and Methods. Federal Acts and other regulations of 
the Russian Federation, data from Rosstat; papers in periodicals on 
economics, management, and regional studies were used. 

Results. According to a number of indicators characterizing 
the state of the economy, the Sakhalin Region occupies a leading 
position not only in the Far Eastern Federal District but also in the 
entire country.

In 2019, the index of industrial production in the Sakhalin Region 
decreased by 4%, in particular, the index of production in mining in 
2019 decreased by almost 5%. At the same time, about 90% of this 
type of activity falls on the oil and gas sector. The growth rates of 
mineral extraction are declining against the background of the growth 
of other industries: manufacturing (112.7%), electric power, etc. 
(104.5%), water supply (165%).

Discussion and Conclusion. A high level of depreciation of fixed 
assets of enterprises requires the activation of investment processes 
for their renewal and modernization. High investment activity is 
required, which will have a positive impact on the efficiency of 
production processes. It is necessary to increase the level of graduates 
training at the institutions of higher, secondary, and primary 
vocational education due to their insufficient practical training using 
modern equipment, and bad command of advanced technologies.
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Introduction

The relevance of studying the main directions of industrial development of the Sakhalin 

Region is caused by the search for growth points in new sectors of the economy that are 

not related to those that form the main gross regional product of the region: oil and natural gas, 

coal mining, fish and food, construction.

Federal Act No. 488 of December 31, 2014 “On Industrial Policy in the Russian Federation” 

identified the following targets of the industrial policy pursued in the Russian Federation:

•	 the formation of a high-tech, competitive industry, ensuring the transition of the national 

economy from the mineral wealth exports type to the innovative type of development;

•	 ensuring the national defense and state security;

•	 ensuring employment of the population and improving the standard of people’s living [5].

The systemic achievement of the set goal on the transition of the national economy from the 

mineral wealth exports type to the innovative type of development is possible only in conditions 

of sustainable development, provided, first of all, via effective measures of strategic management.

It is interesting to consider the transition of the economy from mineral wealth exports to 

an innovative type of development in relation to a separate region of the Russian Federation, 

which has its own specific features of socio-economic development.

The purpose of the paper is to assess the state of the industrial sector of the Sakhalin Region 

of the Russian Federation and consider the main directions of its development.

Materials and Methods

The study used the following materials: Federal Acts “On Industrial Policy in the Russian 

Federation” and “On Territories of Advanced Social and Economic Development in the 

Russian Federation”; data from the Federal State Statistics Service; the Strategy of Innovative 

Development of the Russian Federation for the Period up to 2020; the Strategy of Social and 

Economic Development of the Sakhalin Region for the period up to 2035. The authors used 

a theoretical analysis of publications in periodicals on economics, management, regional 

studies, etc. For the purpose of comparative analysis, the growth rate was used: an indicator of 

the intensity of changes in the level of a series, which is expressed as a percentage.

Literature Review

According to Russian economists, over the past nearly 130 years of economic exploration 

and development of the Far East, two long waves of economic dynamics can be distinguished 

– 1890–1928 and 1930–2006 [17].
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The first wave was associated with the initial development (colonization) of the region, and 

the second – with industrial development, but both waves have the same structure. The years 

1928–1930 were the borderline of the transition from one combination of factors of production 

to another, when the main changes concerned the transformation from the agricultural type of 

colonization to industrial development, which meant, on the one hand, a significant increase in 

the share of capital, and on the other hand, a dramatic increase in the scale of the applied factors 

of production. The changes also affected the natural resource basis of industrial development 

– new types of mineral wealth were involved in circulation, the scale of exploitation of raw 

stock significantly increased, which marked the transition from one long wave (1890–1928) to 

another (1928–2006). The change in technology was not associated with massive innovations 

due to a change in the institutional mode of the functioning of the national economy in general 

and the Far East in particular. The authors believe that the beginning of the third wave of 

economic dynamics was typical for the Russian Far East in 2015-2016.

The Sakhalin Region is part of the Far Eastern Federal District. The Sakhalin Region is one of 

the easternmost territories and the only constituent entity of the Russian Federation, completely 

located on the islands (Sakhalin Island and the Kuril Islands).

As of January 1, 2021, the population of the Sakhalin Region, according to Rosstat, was 

485,627 people, and compared to the same date in 2020, it decreased by 2.6 thousand people.

Industry occupies a leading place in the economy of the Sakhalin Region, it employs almost 

20% of the region’s working population and creates more than 60% of the gross regional 

product. The leading industries in the Sakhalin Region are oil and gas, coal mining, fishing, 

and electric power. The dominant position in the region’s economy is occupied by the oil and 

gas sector, which accounts for about 83% of the total industrial production.

Kornienko carried out a comparative assessment of the potential of the regions of the Far East 

[13]. The overall potential included five main components: socio-demographic, economic, 

natural resource, transport infrastructure, and international cooperation. As a result, the 

highest rank was assigned to the Primorye and Khabarovsk Territories, the lowest to the Jewish 

Autonomous Region.

Further, the authors cite the main indicators of the development of the Far Eastern regions 

for 2010–2014 and provide their comparative assessment based on ranking [14]. The Sakhalin 

Region in many respects is the leader in comparison with other regions, ranking second after 

the Primorye Territory only. As the researchers write, “the Primorye Territory remains in the 

group of leaders of the Far East in terms of the use of the overall economic factor and transport 

infrastructure, but at the same time, it has noticeably lost its position in the use of natural 

resources. During the 2nd and 3rd time intervals of the considered period, the Sakhalin Region 

significantly increased its potential – mainly due to the noticeably increased volumes of the 

gross regional product (including production and exports of hydrocarbons)” [14, pp. 42–43].

According to the “Strategy for the Socio-Economic Development of the Sakhalin Region for 

the Period up to 2035” for a number of indicators characterizing the state of the economy, the 

region occupies a leading position not only in the Far Eastern Federal District but also in the 
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entire country. In particular, the Sakhalin Region is included in the Top 20 Russia’s regions in 

terms of socio-economic rating. In terms of GRP in 2017, the Sakhalin Region ranked 28th in 

Russia, and 2nd in terms of GRP per capita [22].

Results

According to Rosstat, the index of industrial production in the Sakhalin Region decreased 

by almost 4% (see Table 1) [4].

Table 1 

Industrial production index (as a percentage of the previous year)* 

2015 2016 2017 2018 2019

Far Eastern Federal District 104.4 103.4 103.1 105.4 106.6

Republic of Buryatia 100.9 88.9 101.3 102.4 112.1

Republic of Sakha (Yakutia) 105.8 100.8 102.5 107.6 111.2

Trans-Baikal Territory 98.8 104.8 103.7 103.8 105.6

Kamchatka Territory 103.4 110.1 105.7 112.8 95.4

Primorye Territory 90.5 106.0 118.7 96.4 118.2

Khabarovsk Territory 99.4 108.4 109.1 100.3 102.5

Amur Region 90.7 96.0 105.3 97.6 109.9

Magadan Region 106.4 101.9 107.7 109.6 112.6

Sakhalin Region 111.9 105.9 99.9 106.4 102.8

In other regions, with the exception of the Kamchatka Territory (-17.4%), there is a positive 

trend, that is, in the federal district as a whole.

Table 2 shows production indices by type of economic activity in the Sakhalin Region.

Table 2

Production indices by type of economic activity (as a percentage of the previous year)** 

Types of economic activity 2015 2016 2017 2018 2019

Mining 112.5 105.5 100.0 107.0 102.4

Manufacturing 102.4 115.4 97.3 94.8 112.1

Supply of electricity, gas, and steam; air 
conditioning

104.2 102.6 100.3 106.1 102.7

Water supply; water disposal, 
organization of waste collection 
and disposal, activities to eliminate 
pollution

141.0 110.5 109.1 100.5 148.0

* Aggregated production index by types of economic activity “Mining”, “Manufacturing”, “Supply of electricity, gas, and steam; air 
conditioning”, “Water supply; water disposal, organization of waste collection and disposal, activities to eliminate pollution”. The 
data is based on the results of retrospective recalculation of production indices, carried out in connection with the transition in the 
calculations of production indices to the new base year – 2018.
** The data is based on the results of retrospective recalculation of production indices, carried out in connection with the transition 
in the calculations of production indices to the new base year – 2018.
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According to Table 2, the production index in mining in 2019 decreased by almost 5%. At 

the same time, about 90% of this type of activity falls on the oil and gas sector. The decline in 

oil production is mainly due to a reduction in production from the Sakhalin-1 and Sakhalin-2 

projects in accordance with the production plans of the companies.

The growth of manufacturing is observed (+18%). Ninety percent of the industry is food 

production; beverage production; production of tobacco products. The Sakhalin fishing sector 

develops over 80% of the volume of aquatic biological resources permitted for fishing.

In 2019, there was a positive trend in the volume of shipped products for the full range of 

manufacturing organizations relative to the corresponding indicators in 2018 (see Table 3).

Table 3

Assessment of the dynamics of the volume of shipped goods for the full range of 

manufacturing organizations in the Sakhalin Region for 2018–2019 (million rubles)

Indicators 2018 2019
Growth 
rates, %

Mining 1,016,799 942,671 92.71%

Manufacturing 60,300 67,953 112.69%

Supply of electricity, gas and steam; air conditioning 18,063 18,879 104.52%

Water supply; water disposal, organization of waste collection and 
disposal, activities to eliminate pollution

2,621 4,328 165.13%

It can be seen that the growth rates of mining (92.7%) are decreasing against the background 

of the growth of other industries: manufacturing (112.7%), electricity supply, etc. (104.5%), 

water supply (165%). This is the current state of the basic industries of the industrial sector of 

the Sakhalin Region.

In the future, a decrease in oil production is expected: in 2021, the production index will be 

88.0%, in 2022 – 88.6%, in 2023 – 97.4%.

According to the forecast of the socio-economic development of the Sakhalin Region for 

2021 and the planning period of 2022 and 2023, the volume of industrial production in 2020 

reached 1,044.6 billion rubles. The main contribution to the volume of industrial production 

is still made by mining (92.4%) [21].

Discussion

State of the oil and gas sector. Currently, the Sakhalin-1 and Sakhalin-2 offshore projects, 

developed under a special tax regime, production sharing agreement, as well as the Sakhalin-3 

project, which started in 2014, are in the active production stage, while the rest of the projects 

are in the earlier stages.

The oil and gas sector accounts for most of the total volumes of shipped industrial products, 

fixed capital investments, and consolidated budget revenues of the Sakhalin Region. At the 
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same time, the dynamics of oil, natural gas and liquified natural gas production cannot be 

characterized as positive; the industry is rather stagnating. The structure of the oil and gas 

sector is dominated by the extraction of crude oil and natural gas, while the role of services in 

the field of mining is relatively small.

Thus, a long-term problem remains in the industrial sector: the predominance of the volume 

of production of the extractive industries in the total volume of industrial production and the 

insignificant development of manufacturing industries.

State of the coal sector. Today, coal is mined exclusively by open-pit mining. At the 

moment, Sakhalin coal is competitive in comparison with Russian and foreign producers in 

the Asia-Pacific, South America, and Africa. The main consumers are China, South Korea, the 

Philippines, and Thailand.

The main problems of the coal industry in the region are the following: reduction of domestic 

demand for steam coal due to the transition to gas; a high proportion of transportation costs; 

deterioration of major mining equipment; lack of funds from coal mining companies for 

geological exploration and stripping works; shortage of key engineering and technical staff for 

the mining industry and basic production workers.

State of the agro-industrial sector. The sectoral specialization of local agricultural producers 

is potatoes, vegetables in open and protected ground, meat and dairy products, eggs and 

makes it possible, with own products, to satisfy the need of Sakhalin residents in potatoes, 

table vegetables and eggs – almost completely, in milk – by almost a third, and in meat – by 

only 16%. Key problems of agriculture are insufficient funding, high fuel prices, a high degree 

of deterioration of agricultural machinery, lack of highly qualified specialists.

State of the fishing sector. In the Sakhalin Region, the main catch comes from commercial 

fishing, in contrast to foreign countries with a high level of development of this industry (Japan, 

Norway, Denmark, Iceland, etc.), where coastal fishing is given priority. In terms of the catch 

of aquatic biological resources, the Sakhalin Region ranks third in Russia after the Primorye 

and Kamchatka Territories, mainly due to the catch of pollock and Pacific salmon.

The development of the fishing industry is constrained by a number of factors: a constant 

rise in prices for fuel and technological equipment, an increase in tariffs for electricity and 

transport services; rapid deterioration of equipment used in coastal fishing, rapid deterioration 

of process equipment in workshops.

Conclusions. Thus, the main problems of the industries in the region include: a high level 

of depreciation of fixed assets of enterprises, which requires investment for their renewal and 

modernization; low investment activity, which has a negative impact on the efficiency of 

production processes; an increase in prices for the services of natural monopolies and, as a 

consequence, an increase in the production costs due to growing cost of energy resources; staff 

problem manifested in a shortage of highly qualified specialists, managerial personnel, main 

and auxiliary workers in all technological areas.

A significant factor constraining the economic development of municipalities is the 

insufficiently diversified structure of the economy, the predominance of the extractive industries 
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in the total volume of industrial output, and the insignificant development of manufacturing 

industries.

The level of graduates training at the institutions of higher, secondary and primary vocational 

education remains low due to their insufficient practical training using modern equipment, 

ignorance of advanced technologies, and a decline in the prestige of engineering and technical 

specialties and blue-collar positions.

Conclusion

From the point of view of the investment climate, Sakhalin is one of the problem regions: 

inadequate staffing, low infrastructure, island location, etc.

However, there are also prospects for the development of the region, in particular for:

•	 activation of investment processes for the renewal and modernization of fixed assets;

•	 increasing investment activity at the corporate level;

•	 improving the quality of training graduates from institutions of higher, secondary, and 

primary vocational education.

According to the forecast of the socio-economic development of the Sakhalin Region, 

the dynamic development of the food and processing industry (excluding fish processing) is 

expected in 2021–2023, which will be facilitated by the implementation of an investment 

policy in the region’s animal husbandry. In 2021, it is planned to increase the catch upon the 

possible increase in the migration of Pacific salmon, as well as the development of reproduction 

and aquaculture in the Sakhalin Region. By 2023, it is planned to increase the production of 

unprocessed wood to 242.8 thousand cubic meters by improving the operation of timber 

sector enterprises [21].

The overcoming of infrastructural restrictions, the development of the industrial sector 

and the regional economy of the Sakhalin Region as a whole determines the development 

of the fuel and energy sector, which is not only the central subsystem of macro- and 

meso-level systems but also a subsystem that performs the infrastructure function of 

supplying energy and fuel. In the medium term, the successful implementation of the 

strategy for the socio-economic development of the region will largely be determined 

by the developing fuel and energy sector and the industrial sector as a whole – being 

the drivers of the growth poles, ensuring, first of all, the creation of innovations and 

waves of their diffusion.

Acceleration of the pace of development of the Sakhalin Region’s industrial sector largely 

depends on the effective use of all factors of production, strengthening the material resources 

and engineering facilities of enterprises, the implementation of scientific and technological 

progress, investment, and innovation in the industry.
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