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EXECUTIVE SUMMARY

Russian climate strategy is aligned with the
country’s position as a fossil-fuel exporter.
Even though Russia aims at positioning
itself internationally as a climate leader, its
climate actions are not real, but ‘imitational’.
On the one hand, the federal government has
set goals and adopted policies and laws aimed
at combatting climate change, for instance
increasing carbon sequestration and improving
energy efficiency. On the other hand, such
policies are seldom implemented; the regulatory
framework is not credible; and unrealistic
assumptions are used to justify the plan for
action. Several targets and regulations have
been ‘ghosted’ — abandoned and forgotten
when implementation failed. The role of laws,
regulations and plans is different from that in
the West; in Russia, they serve the interests of
the elites, and are established to do so through
informal processes within the administrative
state. In effect, climate laws, regulations and
strategies are adopted in order to dilute any
effective carbon-reduction policies that may
threaten the rents for the elites.

Russia adopted a Low Carbon Strategy in 2021.
Its overall target is carbon neutrality by 2060,
with a significant (1 Gt) increase in carbon
absorption by forests to justify inaction in
industrial and energy sectors. This approach
is clearly ‘imitational’, and not meant to

be implemented. Scientific data show that
Russia’s forest carbon sinks will decline — not
grow. Cuts in energy intensity are expected to
deliver part of the target — however, without
being backed by new measures. Previously
introduced policies cannot deliver cuts: the
2008 target to reduce energy intensity of GDP
by 40% by 2020 was ‘ghosted’ and the reasons
for its failure never officially analysed. Another
major problem is the lack of financing. The
Strategy does not include any mechanism
for putting a price on carbon, although

that could finance policy implementation.

It remains unclear how the investment flows
required for low-carbon development, 1% to 2%
of GDP, are to be generated.

Russian official sources consider that the 2021
Law on Limiting Greenhouse Gas Emissions
provides a sufficient regulatory framework for
implementation and financing. It consists of
two main parts: mandatory greenhouse

gas emission reporting for industry and
voluntary ‘climate projects’ — but both of
these are only ‘imitational’. No verification of
the emissions data submitted by the companies
is required. Moreover, the ‘climate projects’ fail
to generate validated emission reductions: the
regulatory framework lacks a credible system
for project verification, and disregards public
transparency of project data and international
approaches to additionality criteria. Thus,
allowing access for Russian carbon credits
would compromise the environmental
integrity of foreign greenhouse gas
regulation systems.

While the ‘imitational’ approach to climate policy
is nothing new, the tightening of societal and
political suppression further curbs critical
views on federal decisions also inside the
administration. Also, environmental NGOs in
Russia have been largely closed or silenced
through administrative and criminal prosecution
for criticizing governmental decisions, and some
critics have been denounced as foreign agents.

Although it is clear that, as a result of the
Russian War in Ukraine, climate cooperation
with Russia is not currently feasible, it is
nevertheless possible for other countries to
limit Russia’s impact on the global climate.
National and regional carbon-regulation
systems must maintain rigorous criteria for
linking to foreign systems, to ensure that
Russia’s non-additional carbon credits will
not be allowed to dilute them. It is up to the
Russian government to establish a credible

and transparent system that can generate
additional emissions reductions. Further, under
the current regime, the declining exports of
fossil fuels due to sanctions limit Russia’s
direct impact on the global climate. Given the
state of relations between Russia and the West,
Russian demands for lifting Western sanctions
on low-carbon technologies are ignored; after
all, Russia's history of non-action on climate
and abandoned cooperation projects can hardly
encourage cooperation even in peaceful times.



1. INTRODUCTION

Regardless of the recent focus on the Russian War in Ukraine, the
impacts of the Western sanctions and tightening political and social
control on the domestic front, climate action remains relevant to Russia
even though it is largely missing from the political agenda at present.
According to the third assessment report by the Russian Federal Service
for Hydrometeorology and Environmental Monitoring, Roshydromet,
“expected warming of the climate in the 21st century significantly
exceeds the average global warming” in the Russian territory.! Rising
ground temperatures, increased natural hazards and shifts in climatic
zones will have largely negative impacts on human life and health, due
to heat and cold waves, infections and declining food security. Further
problems can be expected to concern the durability of buildings and
structures? and the reliability of transport and pipeline infrastructure, as
well as forest fires.

Many impacts are already felt. The year 2021
was catastrophic in terms of forest fires (which
destroyed 18.2 million hectares),® and, rapid
spread of ticks in many parts of Russia.* Nor
has the political leadership been unaware of the
impacts of climate change. At the G20 summit
in October 2021, President Putin declared, “We
are facing both desertification and soil erosion.
We are especially concerned about the thawing
of permafrost, which accounts for a significant
volume of our territory.”™

Climate change will be costly. The costs of
damage from permafrost melt are estimated

at 150 billion rubles, and the cost of climate
damage to the economy could be up to 2% of
GDP — in some territories, it could be as much
as 45% gross regional product.® Further, the
declining revenues from the climate-warming oil
and gas sectors due to sanctions — 46.4% lower

in January 2023 than in January 20227 — and
the future impacts of the global low-carbon trend
may place the mounting costs of climate change
in a new light from a longer-term macroeconomic
perspective. However, the climate policies of
other countries are more likely to drive Russian
climate policy development than the actual
impacts of climate change. In particular, the EU’s
Carbon Border Adjustment Mechanisms (CBAM)
triggered domestic debate® and regulatory
development prior to the war (“the CBAM
effect”). The first EU discussions on the CBAM
spurred Russian business concerns to launch
an in-depth analysis of the impacts. In July
2020, a presentation by KPMG? alerted Russian
businesses to the forecast CBAM related losses
of €50.6 bln by 2030, in particular for the oil

and gas sectors. Further investigations of the
Institute for Natural Monopolies estimated the
losses at $57.8 bIn.1° Even though Russia and

1. Shumakov, | et al. (2022) Third Assessment Report, General Resumé, https://ww.meteorf.gov.ru/upload/pdf_download/com-
pressed.pdf (In Russian).

2. Streletskiy, D, Suter, L, Shiklomanov, N, Porfiriev, B & Eliseev, D (2019) Assessment of climate change impacts on buildings,
structures and infrastructure in the Russian regions on permafrost, Environ. Res. Lett. 14 025003. Revich, B, Eliseev, D &
Shaposhnikov, D (2022) Risks for Public Health and Social Infrastructure in Russian Arctic under Climate Change and Perma-
frost Degradation, Atmosphere 13(4), 532; https://doi.org/10.3390/atmos13040532.

3. Anisimova, N (2021) Greenpeace called 2021 the most catastrophic year for the forests of Russia, RBC 19 September, https://
www.rbe.ru/society/19/09/2021/61470ed89a79471e522f66d9; Novenko, E, Kupriyanov, D, Mazei, N, Prokushkin, A, Phelps, L,
Buri, A & Davis, B (2022) Evidence that modern fires may be unprecedented during the last 3400 years in permafrost zone of
Central Siberia, Russia. Environmental Research Letters. 17. 10.1088/1748-9326/ac4b53.

4. Vladimirov, L, Machakhtyrov, G, Machakhtyrova, V, Louw, S, Sahu, N, Yunus, A & Avtar, R (2021) Quantifying the northward
spread of ticks (ixodida) as climate warms in Northern Russia. Atmosphere. 12. 10.3390/atmos12020233.

5. Anisimova, N & Gromova, A (2021) Putin named consequences of global warming for Russia; RBC 31 October, https://www.
rbe.ru/society/31/10/2021/617e7edf9a79470a51305ed5 (In Russian).

6. Mitrova, T et al. (2020) Global climate threat and the Russian economy: Looking for a special way, Skolkovo Report, May
2020, https://www.eprussia.ru/market-and-analytics/docs/SKOLKOVO_Climate.pdf.

7. Korsunskaya, D & Marrow, A (2023) Russia’s Jan budget deficit widens as energy revenues slump, Reuters 6 February, https://
www.reuters.com/markets/russias-jan-budget-deficit-widens-energy-revenues-slump-2023-02-06/.

8. Korppoo, A (2022) Russian discourses on benefits and threats from international climate diplomacy, Climatic Change 170:25,
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9. Lukin, V. (2020) Evaluation of the effects of transborder carbon regulation to Russian industry, KPMG, presentation at the
Russian Union of Industrialists and Entrepreneurs, 6 July 2020 (In Russian).

10. Institute for Problems of Natural Monopolies (2021) Risks from the introduction of transboundary carbon regulation can be min-
imized — IPEM proposals, 14 April, https://ipem.ru/content/riski-ot-vvoda-transgranichnogo-uglerodnogo-regulirovaniya-mozh-
no-minimizirovat-predlozheniya-ipem/ (In Russian).




the West have cut much of their cooperation on
trade and foreign policy due to the Russian War
in Ukraine, it would be hard for export-dependent
Russia to escape the global low-carbon trend in
Asian markets.*! For instance, Russia’s largest
trading partner, China, launched a national ETS
in 2021; and the February 2023 ‘Republic of
Kazakhstan's Strategy for Achieving Carbon
Neutrality by 20602 envisages the development
of an emissions trading scheme (ETS).

In April 2021, President Putin announced, “[o]ver
the next 30 years, accumulated net greenhouse
gas emissions in Russia must be lower than

in the European Union.” He elaborated on this
statement during his speech at the Russian
Energy Week in October 2021: “Russia will

in practice strive for carbon neutrality of its
economy, and we set here a specific benchmark
—no later than 2060."2 Setting this task, which
has not yet been confirmed by legislation, was
unlikely to have been driven by concerns over
the impacts of climate change, because climate
skepticism'* and the belief in benefits rather than
threats accruing from climate change die hard in
Russia.!® For instance, Russian businessman A.
Melnichenko, highly influential in the climate field,
called the global approach to climate change “a
mistake” at the Russian side-event at COP27;6
he had previously proposed accounting for
non-anthropogenic emissions as well, due to
the heavy focus on anthropogenic emissions.*”
More likely explanatory factors are the desire

to improve the image of Russia’s international
role and competition with the EU. However

— and perhaps because of this — the Russian
government has failed to set up a functional

and transparent legal framework for achieving
the carbon neutrality target, and established an
“imitational” show-case framework instead.

This paper analyzes the nature of the Russian
approach to climate policy and legislation, and
explores what needs to be done to achieve
carbon neutrality. We outline the regulatory
framework adopted for achieving carbon
neutrality and identify why it cannot achieve its
target, asking:

- What are the main shortcomings of the
current regulatory framework on climate
policy?

- What are the systemic limitations to carbon
neutrality?

- How should the regulatory framework be
revised to achieve carbon neutrality?

- Has the war changed the context for climate
policy-making and implementation?

It could be argued that there is little point in
examining Russian climate policy at the moment,
for various reasons — like the Russian War in
Ukraine and the Western democratic systems,
and the ensuing deterioration of international
relations, as well as Russia’s previous failures
with climate policy and cooperation. However,
our message is meant not for the current
Russian government, but, more optimistically, for
those that will follow. It is important to prepare
for the time after the war and keep engaging
with Russian experts, as they may contribute to
democratic movement after the war.*® Moreover,
some Russian officials and experts may falil

to recognize the imitational status of Russian
climate policies, and therefore find our analysis
enlightening. This may also be useful information
for Russia’s Asian and southern trade partners,
which have become increasingly important since
2022, should they develop climate cooperation
linked to this imitational Russian climate
framework.*®

11. Korppoo, A, et al. (2023) New Realities of the Russian Coal Sector: Focus on Kuzbass, Climate Strategies Report.
12. Decree of the President of the Republic of Kazakhstan #121, 2 February 2023, Approval of the Strategy for Achieving Carbon
Neutrality of the Republic of Kazakhstan untll 2060 https://adilet.zan. kz/rus[docs/U2300000121 (In Russian).

13. https://unfcce.int/ru/news/rossiya-na-

14. Tynkkynen, V & Tynkkynen, N (2018) Climate denial revisited: (Re)contextuallsmg Russian public discourse on climate change
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15. Korppoo, A (2022) Russian discourses on benefits and threats from international climate diplomacy, Climatic Change 170:25,

https://doi.org/10.1007/s10584-021-03299-3.

16. Dzyadko, T (2022) Billionaire Melnichenko called the global approach to climate change a mistake, 21 November, https://www.
rbe.ru/business/21/11/2022/6378b94d9a7947fcf8b2beef (In Russian).

17. Melnichenko, A (2022) New approaches to save humanity from climate catastrophe, RBC 21 November, https://www.rbc.ru/
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18. Washington Post, 12 October 2022, After war, after Putin, what's next for Russia? https://www.washingtonpost.com/opin-
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2. ADUAL STATE

In seeking to understand Russian climate action,
or lack of it, we need to examine the wider
systemic context: Russian legislation and its

role in the political system differ from those in
the West. Sakwa'’s theoretical framework of a
dual state? usefully explains the constitutional
state’s co-existence with the administrative state.
Although Russia has been moving towards

a totalitarian system since Putin’s third term
(and thus, the actions of the political elite no
longer correspond with Sakwa's view that the
constitutional democracy is respected regardless
of the informal elements within it), the role of
legislation has remained largely unchanged.
Laws, regulations and plans serve the interests
of the elites, and are established to do so through
informal processes within the administrative
state.?! Palitical plans and legislation can be
understood as the “theatre” part of the process,
while the informal interests of the elites drive
their actual adoption and (non)implementation.
Climate laws, regulations and strategies are
adopted in order to dilute down any effective
carbon-reduction policies that may threaten the
rents for the elites. However, such imitational
policy processes and documents can be
simultaneously show-cased internationally (and
perhaps domestically as well). They tend to be
vague and “ghosted” after adoption, remaining
unimplemented without further development or
measures. We find examples of this in climate
policy: for instance, the failures of energy-saving
companies and tax instruments under the 2009
federal law on energy efficiency.?? But there is
also the example of joint implementation projects,
which were launched as a set of low-quality
regulations but graduated to internationally
credible approval system over time.

The tightening control over politics and what
was left of civil society in February 2022 is

likely to diminish the role of experts and other
commentators, as critique is divided into

acceptable and unacceptable, which can be
even punishable.? In the climate debate, real
policies for emissions reduction are like the
Emperor’'s New Clothes; lack of them is not
mentioned, or any criticisms focus on minor
details. The latter can often be safely debated,
and even revised, without impinging on the
interests of the fossil-fuel industry elites.

Already before the war, objectivity of the claims
used under various Russian climate discourses
was found to be questionable.?® A recent
example is the claim made by Deputy Minister
of Economic Development, Torosov: “Russia’s
contribution to international climate efforts

is hard to overestimate, it is unprecedented.
Russia is one of the few countries to exceed its
commitments under the Kyoto Protocol in its first
period, and since 2013 Russia has voluntarily
set increasingly ambitious targets to reduce
greenhouse gas emissions."?® Any remaining
environmental NGOs have been silenced with
the rest of the civil society. Even though such
critical voices might have not changed policy
before the war either, there used to be some
discussion: now they do not even contribute to
the domestic debate.

From a Western perspective, the purpose of
such imitational climate policies is not always
entirely clear. The “exploitation potential”? — or
what Ledeneva? has called “grazing fields"- can
help to explain why some policy entrepreneurs
push such policy processes forward in Russia.
Imitation policies and regulations can be filled
with informal practices by those pushing them
over to the political agenda or their associates.
Such practices enable various types of rents,
such as government (previously also foreign)
financing, jobs and positions of trust, and foreign

20. Sakwa, R., 2010. The dual state in Russia. Post-Soviet Affairs 26 (3): 185—-206.
21. Ledeneva, A (2013) Can Russia Modernize? Sistema, Power Networks and Informal Governance, Cambridge University Press;
Kononenko, V & Moshes, A (2011) (eds.) Russia as a Network State. What Works in Russia When the State Institutions Do

Not? Basingstoke: Palgrave Macmillan.

22. Korppoo, A., Stensdal, I. & Korsnes, M. (2020) Informal Institutions in Policy Implementation, Comparing Low Carbon Policies in

China and Russia, Edward Elgar.

23. Korppoo, A. (2016). Who is driving Russian climate policy? Applying and adjusting veto players theory to a non-democracy.

International Environmental Agreements 16(5), 639-653.

24, In March 2022, the Duma adopted Federal Laws 62 and 63, which made ‘discrediting’ the exercise of power of any state body

punishable.

25. Korppoo, A (2022) Russian discourses on benefits and threats from international climate diplomacy, Climatic Change 170:25,
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27. Korppoo, Stensdal, | & Korsnes (2020) vide note 22 supra.

28. Ledeneva, A (2013) Can Russia Modernise? Sistema, Power Networks and Informal Governance, Cambridge University Press.



travel to be harvested, which blur the stated goal
of the policy.

Further, the Russian leadership may use laws,
regulations and strategies internationally, to
paint a picture of Russia as an important
global actor on a given issue.?® With the climate
issue, however, this remains somewhat of a
mystery: Russia’s inaction on climate mitigation
is so blatantly obvious from its reporting to the
UNFCCC, as is its unambitious commitment
level, that its imitational climate regulations and
targets fail to convince Western audiences — if
indeed they were ever meant to do so.

Given this mismatch, and the deterioration

in relations between Russia and the West,
Moscow’s calls for lifting technology sanctions,
with the excuse of climate cooperation

around COP27 in November 2022, appear
especially odd. As Deputy Minister of Economic
Development, I. Torosov, called for low-carbon

technologies to be exempted from sanctions

in order to ensure equal access to them for
all.*® The proposal was so unrealistic that it

was hardly recognized by any of the potential
partners. Further, previous attempts to cooperate
on climate with Russia have generally failed
because combatting climate change has not
featured on the Russian political agenda. Many
projects have failed to reduce emissions as
targeted, or verification of reductions has been
challenging.®* More recently, Russia has itself
closed down practically all international and
bilateral climate projects, with the EU and with
EU countries® as well as with international
organizations (GEF, UNDP, NEFCO and others)
— at least some of them for “reasons of national
security.”

We now turn to review of the Low-Carbon
Strategy® and the recent Law on GHG
Emissions Control.

29. Korppoo, A & Kokorin, A (2015) Russia’'s 2020 GHG emissions target: Emission trends and implementation, Climate Policy,

DOI: 10.1080/14693062.2015.1075373.

30. TASS 22 October 2022, Ministry of Economic Development of the Russian Federation: Russia considers it necessary to
remove low-carbon technologies from sanctions, https://tass.ru/ekonomika/16146699 (In Russian).

31. Kollmus, A; Schneider, L & Zhezherin, V (2015) Has Joint Implementation reduced GHG emissions? Lessons learned for the
design of carbon market mechanisms, Stockholm Environment Institute, Working Paper 2015-07.

32. One example is the already approved project of bilateral cooperation between Russia and Germany “Promotion of Sustainable
Growth of Russian Economy with Low Greenhouse Gas Emissions”.

33. Russian government (2021) Decree 3052-r, 29 October, Strategy for the socio-economic development of the Russian Federa.



3. THE LOW-CARBON STRATEGY

The Low-Carbon Strategy of Russia (“the Strategy”) was developed

over the course of approximately two years. After several revisions,

the document was adopted by government decree in October 2021.
Interestingly, while one of the first versions (published on the website of
the Ministry of Economic Development of Russia) aimed at diversification
of the economy, in the final version that overall target was replaced by a
Presidential Statement: ‘implementation of the address of the President

of the Russian Federation to the Federal Assembly...on reducing the
accumulated net greenhouse gas emissions in the Russian Federation
from 2021 to 2050 to a lower level than that of the European Union’.
However, the Strategy does not establish how the emission paths of
Russia and the EU (the latter has roughly ten times larger economy than
the former), will be compared. The Implementation Plan of the Strategy was
probably meant to elaborate on how this would be done, but the agency
responsible — the Ministry of Economic Development — is yet to develop a
new version of the Plan (scheduled for April 2022) that will take the Western

sanctions into account.®

President Putin® as well as the Strategy foresee
absorption of Russian forests as the only
significant means to combat climate change and
improve Russia’s carbon balance. President
Putin has used an estimate of the absorption
capacity of 2.5 billion tons of CO,e per year.*
The Strategy foresees that carbon sinks will
increase by 124% while emissions from industry,
energy and other sectors decrease by only
13.6% by 2050. Therefore, forest sinks are
assumed to more than double in comparison to
their 2019 level, whereas average reduction in
annual emissions by other sectors is expected
to be less than 0.5% until 2050, and with no
reduction until 2030.

The Strategy envisages structural changes
through increasing the share of the ‘post-
industrial’ branches of the Russian economy by
11.8%, and implementation of a broad range of
low-emissions technologies in the power sector,
transport, residential sector, buildings, etc.
However, although implementation of energy-

efficiency improvement measures is a declared
priority, the Strategy does not include a relevant
financial mechanism. The Strategy mentions
ETS or other means of introducing carbon pricing
only as an option, and sets several conditions as
regards introducing such a mechanism, including
the results of emissions-control experiments

in the regions of the Russian Federation. The
only ongoing experiment is the Sakhalin Pilot
Scheme, set to run until the end of 2028; there

is no decision to include any other region in

that experiment. As Sakhalin contributes less
than 1% of Russian GDP and even less of

total Russian GHG emissions, and the number
of participants in the ETS is very limited, the
chances of introducing a carbon tax or an ETS in
Russia based on the findings of the Sakhalin Pilot
Scheme in the foreseeable future seem low.*”

The next two sections outline the main
shortcomings of the Strategy, in particular, forest
carbon sequestration and energy intensity.

34. Degotkova, | & Anisimova, N (2023) Russia will attract Chinese and Arab investors to climate projects, RBC 19 February,

paign=preview (In Russian).
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Russian); Khurshudyan, | & llyushina, M (2021) Putin has pledged carbon neutrality by 2060. He claims Russia’s forests will do
much of the work, The Washington Post, 27 October, https://www.washingtonpost.com/world/europe/russia-carbon-cop26-for-
ests/2021/10/26/abb8948¢-2860-11ec-8739-5cb6aba30a30_story.html.

36. Speech by Vladimir Putin at Climate Leaders’ Summit, 22 April 2021, http://www.kremlin.ru/events/president/transcripts/65425/
print (In Russian).

37. Safonov, G (2021) Climate Darling or Potemkin Village? Russia’s Carbon-Neutral Experiment in Sakhalin, Center for Strategic
and International Studies, https://www.csis.org/analysis/climate-darling-or-potemkin-village-russias-carbon-neutral-experi-
ment-sakhalin.




The apparent need for President Putin to position
Russia as a climate leader forced the authors

of the Strategy to more than double the plans
for carbon sequestration of forests by 2050.

As it was not possible to burden the industrial
sectors with emissions-reduction commitments,
the Ministry of Economic Development projected
a growth trajectory for net GHG emissions by
2050, even in its most environmentally-friendly
scenario.® This new target was introduced only
after it had become clear that Russia would not
achieve its intended, politically important, carbon
neutrality until well after 2060.

Therefore, in the final version of the Strategy,
Russia reversed its carbon sequestration
projections by increasing the annual absorption
to 665 MtCO, from the previously foreseen
decline by 350-400 MtCO, per year. Thus,
managed ecosystems (forests in particular), are
envisaged to reduce their net GHG emissions
from 1,584 MtCO,e in 2019 to 630 MtCO,e by
2050. This total “adjustment” of Russian sinks
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accounts for over 1 GtCO,, roughly equivalent
to the annual GHG emissions of, for example,
Japan. According to the Strategy, this is to be
achieved by improving forest management, fire
security and condition of forests, eliminating
hotspots, implementing “forest climate” projects,
expanding reforestation, and establishing a
network of forest breeding and regional seed
production centres.

However, the Strategy’s reliance on forest sinks
is scientifically unfounded. Several recent studies
project a significant decline in absorption by
Russian forests by 2050. In 2021, the Moscow-
based Institute of Global Climate and Ecology
had predicted a 15-20% decrease by 2035.%°
This scenario was adopted as a guideline for
the December 2020 version of the Strategy
(Figure 1). Moreover, the Seventh National
Communication of the Russian Federation,
submitted to the UN FCCC Secretariat in 2017,
also predicted a significant decrease in Russian
sinks (to 105-235 Mt CO,, depending on the
scenario) by 2050.
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38. Fadeeva, A (2020) Russia has a plan to reduce greenhouse gas emissions by 2050. Why the most intensive option involves
reducing emissions by only 3%, RBC 23 March, https://www.rbc.ru/business/23/03/2020/5e73c8739a7947f53f4f3a06 (In Rus-
sian).

Vaganov, E, Porfiryev, B, Shirov, A, Kolpakov, A & Pyshev, A (2021) Assessment of the contribution of Russian forests to reduc-
ing the risks of climate change, Economy of Regions 17(4), pp.1096—1109 (In Russian).

39.



Source: Zamolodchikov, D, Grabovsky, V & Kurz, V (2014) Impact of forest management on the carbon balance of Russian forests:
CBM-CFS3 model prediction analysis, Proceedings of the St. Petersburg Research Institute of Forestry (1) 2014, pp. 5-18. http://journal.
spb-niilh.ru/pdf/1-2014/spbniilh-proceedings-1-2014-1.pdf (In Russian)
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Under different scenarios of forests utilization:

no changes short-term growth == moderate growth

m— fast growth Real data on forest carbon balance (ROBUL methodology) since projections were released.
Even the most favorable scenario in the early This focus on unrealistic forest absorption
version (December 2020) of the Strategy is not constitutes an “imitational policy”, which is
as “optimistic” as the one that was adopted. Also aimed at allowing the growth of industrial
this “intensive” scenario did not rely on sinks GHG emissions within a framework of empty
alone, but envisaged large-scale implementation policy plans, and probably “ghosted” later on.
of measures to reduce carbon intensity, along Even keeping carbon sinks stable in terrestrial
with a ban on continuous logging and significant ecosystems will require significant investments.
development of forest protection. This was The federal forest conservation project was to
forecast to limit the shrinking of the forest sinks be financed by the national project “Ecology,”
to 270 min tons of CO,e: a 58-72% decrease in but cuts in this funding reflect actual financial
sequestration capacity by 2050 (Figure 2). priorities and lack of serious commitment to

increase the absorption of the forest sinks as
outlined in the Strategy.



4. ALONG HISTORY OF FAILED ENERGY-EFFICIENCY TARGETS

Improving the energy efficiency of the Russian economy has
repeatedly been declared a priority. For instance, President Putin
stated in 2017: “As part of the increase in energy efficiency by

2035, we plan to reduce the energy intensity of GDP by about 1.5
times.”*® Achieving the transition to an energy-efficient development
path is a major element of the Energy Strategy adopted by the
Russian Government in 2009,** and one of the priorities of its 2020
Energy Strategy for 2035.42 Over the past 15 years, many regulatory
documents have been adopted to improve energy efficiency — most
importantly, the 2009 Federal Law on Energy Conservation and

Efficiency.*®

The 2009 Federal Law was milestone legislation
that introduced the norms and practices of
energy audits and energy service contracts,

as well as energy-efficiency norms for new
buildings; it banned the sale of incandescent
light bulbs and obliged Russian regions to
develop energy-efficiency programmes. In 2010,
the government adopted the Federal Energy
Efficiency Programme, which included financial
mechanisms for implementing the provisions

of the Federal Law, hundreds of normative

Acts at the federal and regional levels, and a
significant number of regional programmes.

However, the ambitious target of reducing GDP
energy intensity by at least 40% by 2020, as per
Presidential Decree in 2008,* has still not been
achieved. Figure 3 compares the target energy
intensity level (60%) to the level achieved by
2017 (88%) in comparison to 2008 and shows
that continuing this pace of implementation
would deliver the target level only by 2043.

As government financial support to energy-
efficiency policies has been mostly cancelled
and implementation has largely failed, this can
be seen as “imitational” legislation which was
“ghosted.”

Source: Ministry of Economy (2019) State report On Energy Saving and Increasing Energy Efficiency, https://www.economy.gov.ru/material/
file/d81b29821e3d3f5a8929c84d808de81d/energyefficiency2019.pdf (In Russian)
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40. Plenary session of the Russian Energy Week Forum, 4 October 2017, http://kremlin.ru/events/president/news/55767 (In Rus-
sian).

41. Decree of the Government of the Russian Federation, 13 November 2009, No. 1715-r, https://www.garant.ru/products/ipo/
prime/doc/96681/ (In Russian).

42. Order of the Government of the Russian Federation, 9 June 2020, N 1523-r https://docs.cntd.ru/document/565068231 (In
Russian).

43. Federal Law #261, On Energy Efficiency and Energy Savings and On Introducing Amendments to certain laws of the Russian
Federation, 23 November 2009, Moscow: State Duma.

44, Presidential Order #N889, On measures to make the Russian economy more energy and environmentally efficient, 4 June
2008, Moscow: President of Russia.




According to the 2019 ministerial report On
Energy Saving and Increasing Energy Efficiency,
“over the past 10 years the energy intensity

of the Russian Federation decreased by only
12%, while the energy intensity of GDP has not
decreased for the last 4 years.” Thus, virtually

all energy-intensity cuts in GDP were achieved
between 2000 and 2008. A report issued in

early 2023 ignored the target set by the 2008
Presidential Decree, merely indicating that, from
2015 to 2021, the energy intensity of the Russian
economy had declined by 0.3%. No justification
was provided for choosing 2015 as the year for
comparison, or this particular observation period.
However, energy intensity increased by 4.6%
from 2017 to 2021, which would indicate less
successful performance.

The absence of any official in-depth analysis of
the failures of Russia’s energy-efficiency policy
shows that for the political leadership, energy-
efficiency legislation is only an imitation policy,
not a real priority. Measures actually undertaken
are not monitored. Still, although the government
withdrew most funding from energy-efficiency
programmes and projects in 2015,“¢ President
Putin declared in 20174 that Russian energy
intensity would be halved by 2035.

45. Ministry of Economic Development (2021) State Report on Energy Saving and Energy efficiency in Russia, https://www.econ-

omy.gov.ru/material/file/5a79eed92247fc7cb91873a107625372/Energy._efficiency_2022.pdf (In Russian).
46. Shapovalov, A (2014) The government orders a long burn, Kommersant 19 December, https://www.kommersant.ru/

doc/2636114 (In Russian).

47. RIA Novosti, 10 April 2017, Energy intensity of Russian GDP to be reduced by half by 2035 https:/ria.

ru/20171004/1506172416.html (In Russian).



5. WHAT WOULD CARBON NEUTRALITY COST?

Achieving the targets set by the Low Carbon Strategy will require
significant investments in technology upgrades and new technologies.
However, assessments of the necessary funding differ significantly. The
target scenario of the Strategy, approved by the Russian Government
prior to the Glasgow Conference, with 80% net emission reduction by 2050
compared to 1990 levels, assumed costs of 1% of GDP (approximately 1
trillion rubles) by 2030 and a further 1.5-2% of GDP until 2050 as annual
total investments in emissions-reduction activities.

Financial and banking institutions have given annually (equivalent to 15% of Russian GDP),*®
higher estimates, however. According to VTB but the VEB Institute’s estimate is lower: that
Capital,*® achieving carbon neutrality by 2060 the goals of the Strategy will require 46.9 trillion
will require total investments of 479.8 trillion rubles in investments, equivalent to 0.73% of
roubles — in particular, on transport (145.4 trin GDP annually.® (Fig. 4). As these cost estimates
roubles), oil and gas (71.9 trin roubles) and do not indicate which assumptions were applied
electricity production sectors (46.3 trin roubles). as to the sectoral distribution of emission

The state development corporation VEB.RU reductions, or the economic instruments and
has estimated a maximum of 15 trillion roubles price for technological transfer for Russian

Data sources: Low-Carbon Strategy, Boyko (2021), Degotkova (2023), Kuznetsov (2021).
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48. Boyko, A (2021) Analysts have calculated the price of decarbonization for Russia, Vedomosti, 30 November, https://www.
vedomosti.ru/economics/articles/2021/11/29/898145-analitiki-dekarbonizatsii (In Russian).

49. Kuznetsov, A (2021), VEB.RF estimates the cost of complete decarbonization of the Russian economy, 3 September, https://
www.dv.kp.ru/online/news/4424926/ (In Russian).

50. Degotkova, | (2023) Experts estimate Russia’s spending on combating carbon emissions under sanctions, Vedomosti 7 Febru-

ary, https:///www.rbc.ru/economics/07/02/2023/63e0facd9a79474b9ad80886 (In Russian).



business, comparison of the forecasts and
assessment of their scientific rigor is not
possible. A further complication is the lack of
systematic data on the volumes of public and
private investment in low-carbon development in
Russia in recent years.

Energy-intensity data showing stagnation in
energy efficiency indicate that these investments
have been insignificant, especially in comparison
to investments in fossil energy (Figure 5).

In 2019-2020, more than 3.2 trillion rubles

were invested in fossil energy in Russia: coal
production accounted for 312 billion roubles;

and oil and gas production for approximately

2.9 trillion roubles. Thus, average annual
investment in fossil energy amounted to 1.6
trillion roubles®! — at least 10 times the total
amount of investments in energy saving,%? and
some 45-50% higher than annual low-carbon
investments by 2030 (1-2% of GDP) approved
by the government. Achieving the investment
objectives of the Low Carbon Strategy clearly
requires significant changes in legislation, to
re-direct part of fossil-fuel investments to low-
carbon development.

Financing low-carbon development may prove
difficult, as the Russian economy is in decline;
the GDP declined by 2.5% in 2022.5% In 2023, the
economic decline is predicted to continue.®* The
federal budget deficit hit a record high level of
2.4 trillion rubles in January-March 2023; oil and
gas revenues declined by 45% in comparison to
the first quarter of 2022.% As a result, the budget
of the national project «Ecology» has been cut
from 128.8 billion roubles in 2022 to 88.4 hillion
roubles in 2023; it was set to finance, amongst
other things, forestry measures.%

However, according to Russian government
officials, sufficient decisions to raise financing
have already been largely taken. For example,
according to Minister of Economic Development,
M. Reshetnikov, (late January 2023) “over the
past two years, Russia has adopted strategic
documents, approved basic legislation, created
infrastructure for the implementation of climate
projects and formed a pool of verifiers (14
validation and verification bodies) to confirm
the quality of projects and carbon units.””
Further, “the signed law for the first time in

our country forms a system of GHG emission
management and identifies the carbon footprint
as an important indicator of the development of
our economy.”® We now turn to these specific
decisions.
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6. LAW ON REGULATION OF GHG EMISSIONS

The “basic legislation” mentioned above refers to the 2021 Federal Law
“On the limitation of Greenhouse Gas Emissions,” developed mainly by the
Ministry of Economic Development. It has two main parts: GHG reporting,
and carbon projects.* First, enterprises with emissions exceeding 150,000t
CO,e are obliged to submit annual carbon accounts; enterprises with
emissions exceeding 50,000 t are to begin such reporting from 2024.
Second, the law creates a legal basis for voluntary “climate projects” by
organizations, and circulation of carbon units.

Adoption of the law was met with mixed public
and business reactions. According to the Co-
Chair of the Public Organization “Business
Russia,” A. Danilov-Danilyan, the law “contains
no practical regulatory tools. Furthermore,
reliability of unverified emission data submitted
by enterprises would be zero. Consequently, the
law is essentially meaningless."°

We turn to these two main parts, and estimate
the extent to which each of them creates
incentives for investment in emission reductions
as outlined by the government.

According to the 2021 Federal Law (Article 7),
“regulated organizations are to submit annual
reports on greenhouse gas emissions to the
authorized federal executive body by July 1 of
the year following the reporting year.” Further,
“liability for providing false information shall be
set by the legislation of the Russian Federation.”
However, the Law makes no provision for
independent verification of the data, the registry
operator verifies only the completeness of the
report form.5*

The Russian Union of Industrialists and
Entrepreneurs has strongly opposed any
verification of emissions data. Even though

good-quality data might stimulate companies
to reduce emissions, the fear that such data
could be used to introduce a carbon price in
Russia explains this attitude. However, lack of
good quality data complicates implementing
emissions-reduction projects.

Even less clear is the purpose of the legal
framework for “climate projects” on the
development of carbon market and the
circulation of carbon units. Legal entities may
implement “climate projects” according to Article
9 of the Law, but no such basis is required for
implementing voluntary projects.

Register of carbon units managed by JSC
“Kontur™? in cooperation with Gazprombank and
Moscow Exchange®® was launched in September
2022. The first registered climate project
released 96 carbon units.®* According to N.
Tretiak, Vice President of Gazprombank, Russia
can “offer to the rest of the world” up to 700
million tons of carbon units per annum.® Beyond
the lack of international demand for Russian
carbon units, there are various shortcomings

in the Law, which illustrate the basic lack of
understanding on the part of the Russian political
leadership and administration as to how a carbon
market and carbon pricing work.
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Firstly, the project selection and adoption
lack transparency. The Russian Carbon
Register® contains only brief information

about individual projects. Detailed information,
including how emissions reductions were
calculated and which methodology was used is
publicly unavailable, and no third-party review
was conducted. While in line with Russian
legislation, such “confidentiality” can only cause
mistrust in the projects.

Second, the Law fails to create economic
incentives for companies to invest in climate
projects in the absence of emission caps,

emissions trading, penalties and tax instruments.

The only element that could be considered

as an instrument for limiting emissions is the
“support... of activities to reduce emissions and
increase the absorption of greenhouse gases”
declared in Article 7. However, private-sector
expectations that subsidies would be allocated
for climate projects in the 2023—2025 budget
have not been met.

Third, no additionality®” criterion has been
applied. According to the criteria established
in Order 248,58 projects should “not contradict
the requirements of the Russian legislation and
the result of the projects should be reduction
of emissions.” The principle of additionality

is reduced to the following: “[t]he activities of
the project are to be carried out in addition to
the activities aimed at fulfilling the mandatory
requirements of Russian legislation.” This
approach ignores the experience of Articles 6

and 12 of the Kyoto Protocol on assessment

of “additionality,” the emerging additionality
requirements of the Paris Agreement, and other
international approaches. These now-common
practices generally identify alternative project
options, and conduct analyses of investment and
barriers that can hinder project implementation.
By contrast, the Russian regulations allow any
commercially attractive project to be verified

as a carbon project, without considering its
environmental integrity. In turn, this means

that Russian climate projects fail to generate
emission reductions which would have not
occurred in the absence of the project; thus,
using them to offset emissions is likely to
increase total emissions to the atmosphere.

Fourth, the verifiers accredited in Russia and
the quality of the accreditation procedure itself
are not in line with international standards. To
date, 14 GHG validation and verification bodies
have been registered. To our knowledge, at least
half of them®® have no previous involvement in
verification and validation of GHG emissions;
neither the website of the Russian Accreditation
Body nor the websites of the organizations
themselves provide further details. Although two
projects have already been verified by some of
these organizations, no documentation backing
their approval are publicly available. Such a
non-transparent system cannot allow Russia to
access international ETSs or, for instance, justify
using Russian carbon projects as offsets for
lower payments under the CBAM.

66. At the time of this writing, only two projects are registered in the Russian Carbon Register:
(1) LLC Dalenerinvest project, aims at reducing GHG through the installation of a solar power generation facility near Reidovo,

on the island of Iturup and

(2) The project PJSC “Rushydro”, to provide generation of GHG reductions at the Vladivostok CHP-2 through modernization

measures and the transition from coal to gas.

67. “Additionality” refers to generating emission reductions in addition to what would have occurred otherwise or under a
“business-as-usual track,” which contains for instance requirements is this what was meant concerning existing policies and
ongoing / planned commercially attractive projects. Although difficult to demonstrate, thorough additionality testing can signifi-
cantly increase the likelihood that most of the credited emission reductions genuinely reduce the anthropogenic burden on the
atmosphere, and thus, can be used to offset increasing emissions elsewhere, without adding to total global emissions.
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cled6446dbba31c52800/248_11052022.pdf.
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7. DISCUSSION

Russia remains a dual state in terms of policy development and
implementation. This is becoming increasingly evident and important
with the diminishing foreign trade with the EU and other countries with
carbon regulations, and thus Western pressure on Russian companies
to take the climate impact into account. Russia also has less need to
link to foreign systems with carbon requirements such as the CBAM,
so the credibility of its carbon regulation system is not tested against

international standards.

Setting unrealistic, even theoretically
unattainable, targets for reducing net emissions
characterizes Russia’s imitation climate policy.
There are several reasons why Russia launches
such policies. First, regardless of the present
conditions of war, it is important for Russia

to maintain the image of acting with “good
intentions” in terms of climate policy, in particular
in the eyes of its increasingly important Asian
and Southern trade partners. Second, the
interests of the Russian fossil business are firmly
linked with those of the Russian ruling class.
The government’s minimizing the burden on
large businesses is a key pillar of all Russian
economic policy, and is reciprocated by the
companies in social and budgetary contributions.
This also applies to environmental and climate
regulation. Third, the lack of professionalism

in the governance structures is obvious. The
tradition of imitational climate policies has
gradually led many officials to believe that they
are carrying out real actions, not imitation ones.
Further, some officials may perceive climate
policies that in reality avoid climate action as a
standard also in other countries. The tightening
of control and repression of criticism in official
debates are likely to misdirect regulatory
preparations further away from the stated goals.
Finally, criminalizing independent civil society, in
order to silence their critical views, has removed
one further obstacle to imitational climate
policies.

The Low Carbon Strategy and the GHG
Emission Regulation Law have failed to take
Russia closer to carbon neutrality. Instead,
they ensure that the interests of the fossil-fuel
elites are shielded from the costs of emissions
reduction policies. The Strategy relies on
imitation forest sinks projections, not backed
by adequately planned and financed policy
measures. To our knowledge, there are no

scientific publications that back the declared
sharp reversal of carbon absorption by Russian
sinks by 2050. The expected decline in Russian
sinks by 2050 has been confirmed by several
Russian and international scientific publications
and by international experts reviewing Russian
national communications. This imitational carbon
sequestration policy can be explained by the
dual state: the policy provides powerful industries
with justification to continue emitting GHGs, also
beyond the 2030s.

The Strategy’s other leg, energy efficiency, is not
any stronger. Regardless of previously adopted
policies and programmes, which did deliver
some cuts to the energy intensity of the GDP

in the 2010s, the Strategy fails to establish a
clear framework for policies or allocation of tasks
between economic sectors. Thus, it is easy to
“ghost” or revise as the elites see fit when the
target is missed.

Russian policy-makers refer to the GHG
Emission Regulation Law as “a climate law.”
However, it involves no allocation of emission
reduction targets for any domestic sectors, nor
incentives for business to reduce emissions.
Instead, it focuses on establishing administrative
systems for companies’ GHG emission reporting
and so-called climate projects. As these lack
third-party verification and transparency, their
results are likely to remain useless — and, in

the case of the climate projects, potentially

even harmful to the global climate, should

these non-additional projects be used to offset
growing emissions by domestic stakeholders.
However, these Russian carbon credits would
unlikely be linked to any credible foreign carbon
trading system due to the weak methodology
and transparency-related problems. The costs
of achieving carbon neutrality are clearly not
covered within the regulatory framework — nor is



it clear what these costs would be. The relative
costs to the economy will also depend on the

performance of the Russian economy over time.

It seems impossible to solve the problems
that Russia’s dual state system creates by
establishing policies to stimulate low-carbon
investments without separating the interests of
the fossil business from those of the economy.
In theory, at least three developments could
contribute here: 1) significant decline in the
importance of the fossil-fuel sector in the
Russian economy; 2) a transparent system

of governance, with reduced ties between

the fossil-fuel sector and rent-seekers; and 3)
external impartial verification of the Russian
climate policy framework by the UNFCCC

and foreign governments, which will establish
carbon adjustment systems at the borders. All
this indicates that introducing effective climate
policies that can incentivize and finance actual
emission reductions in Russia seems unlikely in
the foreseeable future. However, the possibility
of a systemic change, which has been linked
to success of the current regime in its war,

and / or decline of the fossil-fuel industry due
to external pressures (including the global
low-carbon trend, and sanctions related to the
Russian War in Ukraine) could help to promote
such a development over time. Table 1 outlines
what would be necessary for revising the
policy framework to generate actual emissions
reductions instead of a smokescreen to protect
elites’ interests.

Source: Authors

The carbon neutrality target is not
officially adopted by governmental
or presidential decisions

The declared target will not be
met as it is not binding

Legal adoption of the carbon neutrality target

Lack of plan on implementation of
the Strategy

Failure with implementation: the
Strategy will be “ghosted”

Update the Strategy to include detailed mechanisms
or a plan for implementation and monitoring

The planned significant growth
of sinks by 2050 is not backed
by scientific research, policies or
financial resources

The declared target of achieving
carbon neutrality will be missed

The contribution by forest sinks to the carbon
neutrality target should be scientifically based, or
removed from the Strategy. The budget for 2023—
2025 and ensuing periods should reflect the funding
required to finance measures on forests

Lack of economic incentives
including carbon pricing
mechanism to raise 1 trin rubles
per year to finance planned
emissions reductions

No low-carbon restructuring of
the Russian economy: failure to
generate low- carbon investments
equivalent to 1%—2% of GDP

Carbon pricing, subsidies or any other economic
mechanisms are required in the Strategy and the Law
to finance low-carbon measures

Lack of verification norms for
GHG emissions reports

Company data on GHG emissions
will be unreliable. Lack of trust in
Russian GHG regulation system.

Third party verification of GHG emissions reports is
essential

“Climate projects” do not apply
additionality criteria

These projects will not reduce
emissions. Lack of incentives
for potential buyers of GHG
emissions reductions.

Meeting additionality criteria as a basic requirement
for climate projects ensures buyers of their quality.

Lack of transparent norms for
the registration, validation and
verification of Climate projects

Lack of international trust in
the Russian system for project
registration, validation and
verification

Transparency and participation of all the
stakeholders, including NGOs, in the validation
process would bolster international trust.

Accreditation process for verifiers
lacks transparency

Lack of international trust in
Russian accredited entities

Introduce spot-checks, accreditation withdrawal and
appeals procedures, and transparent participation
of stakeholders, including NGOs. Review previously
conducted accreditation



The basic problem of Russian climate policy and regulations boils down
to the combination of the fossil-fuel economy maintaining the power
structure with implications for law-making and policy implementation. A
change of power would not necessarily solve these problems. However, it
might help to alleviate them, if countries which have climate commitments
should resume normal relations with Russia, thus, reintroducing
company-level and border low-carbon requirements linked to trade

(the “CBAM effect”). Also attempts to cut corruption and improve the
neutrality of state administration could be fronted by a new government,
even though it would be a very difficult task given the resistance of

the rentier economy system. Thus, the economic future of Russia is
central for successful climate policies and measures; should the global
low-carbon trend, together with the current Western sanctions against
Russia, diminish the economic role of the Russian fossil-fuel sector, there
might be less opposition to genuine climate regulations. This applies,

in particular, to regulations that could enable Russian (non-fuel) export
products to enter foreign markets. However, also other carbon-intensive
industries which could gain importance if fossil-fuel industries become
less significant could continue to oppose domestic climate action.

A genuine need for foreign investments, as a
result of declining fossil fuel revenue, could
support the establishment of a credible climate-
project system in compliance with international
standards in terms of additionality, transparency
and verification. Foreign climate criteria would
emplace firm constraints for the Russian
regulatory process, thereby reducing the space
for imitation policies and “ghosted” legislation.
There is sufficient expertise available amongst
Russian professionals (though many of them
have emigrated) to generate such a system, but
creating a transparent and verifiable regulatory
system may require several rounds of trial-and-
error — as seen with the third-time-lucky process
of creating a domestic system to approve joint
implementation projects in the 2000s.7

Sanctions are the best bet for limiting global
climate impact of Russia’s fossil fuel exports
as long as the current government is in control.
However, while it is possible to limit the export
of fossil fuels, it is harder to judge the impact
of Western sanctions on technology exports to
Russia. On the one hand, the energy intensity
of an economy tends to increase — even if
GHG emissions decline temporarily as a result
of reducing economic activity — when the

decommissioning of obsolete technology and its
replacement with new slows down. On the other
hand, the economic decline is unlikely to allow
for significant infrastructure investments in any
case. Although Russia’s role in the UNFCCC
remains meaningless due to imitational climate
policies, the annual emissions inventories —
their independent expert reviews in particular

— may reveal the ineffective nature of Russian
climate policies. Any international climate
cooperation is likely to be triggered by Russia’s
political interests rather than climate concerns,
as observed in COP27, where the head of the
Russian delegation called for lifting technology
sanctions for climate reasons.

We hope that the present study will help to
disseminate information on the low quality of
Russia’s climate policies and measures, to
avoid misunderstandings as to their ability to
generate actual reductions in emissions. The
recognition that linking to the Russian GHG
emission regulation system, including the
registry, can discredit foreign carbon regulation
systems, would put strong external pressure
on Russia to establish a transparent legal
framework for climate action.

70. See for instance A. Korppoo (2016) Who is driving Russian climate policy? Applying and adjusting veto players theory to a
non-democracy. International Environmental Agreements 16(5), pp. 639-653.



@ CLIMATE
Strategies




