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ABSTRACT

The study examined the impact of foreign direct investment (FDI) in the fuel and energy sector and related industries on economic growth in response to the 
debates on FDI’s impact on economic growth being positive (government officials and policymakers) or negative (the World Bank, some researchers). The 
hypothesis that a significant relationship is present between the Russian Federation gross domestic product (GDP) and gross FDI in Fuel and Energy Sector 
(fuels and non-fuels fossils mining, coke and petrochemicals production, rubber and plastic production, and energy supply) is introduced and validated by 
using a regression model. The derived model tests changes of regression results patterns of the Russian GDP against FDI in energy-related industries in 
different periods 1998-2004 and 2010-2017. GDP is assessed in five different measures: current US dollars, international US dollars (purchasing power 
parity), growth rates of the former and the latter, and physical growth index. It was concluded that, to a greater extent, economic growth is influenced 
by foreign investment in energy supply and petrochemical production in the both periods. Increased investment in power generation also contributes to 
economic growth, while other constituents of the sector, including mining, have a statistically insignificant or even retarding effect on economic growth, 
thus evidencing in favor of the World Bank’s criticism towards FDI. Policy implications of the findings prove the necessity to introduce structural changes 
intended to redirect capital flows from oil and gas to prevent from economic growth deterioration in the long-term perspective.

Keywords: Economic growth, Foreign Direct Investment, Fuel and energy sector 
JEL Classifications: C3, O4, Q43

1. INTRODUCTION

Economic growth is an important characteristic of the economic 
system and is derived from many factors. There are various 
methods of stimulating economic growth, but with all their 
multiplicity, it is rather difficult to predict the effectiveness, since 
they are not easy to regulate and evaluate. Yet, it is the foreign 
direct investment that makes it possible to increase the revenue 
part of a country’s budget and the volume of aggregate production.

Foreign investment acts as a tool for integrating the national 
economic system into the world market and is the engine of 

production and world trade growth. The low share of foreign 
investments in the total volume of investment may indicate the 
orientation of the investment programs of companies to solve 
current problems or a country’s investment climate unattractiveness 
even in those types of economic activity that traditionally are 
in high demand. The inflow of foreign investment is a factor 
that contributes to the competitiveness and economic growth of 
countries, since foreign capital can compensate for the relative lack 
of domestic resources and ensure the growth of investment activity.

The influx of investment contributes to the modernization of 
the economy, as it is accompanied by the introduction of new 
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technological solutions and modern business standards, which 
provides an increase in the competitiveness of both individual 
subjects and the country’s economy as a whole. Thus, the 
modernization of economy identified as a priority objective 
of a country development cannot be implemented without a 
corresponding guarantee for the inflow of investments into the 
fuel and energy sector, as it is perceived to be the driving force 
of the entire economy development and largely determines the 
development and deployment of the country’s productive potential.

The fuel and energy sector is a key sector of the Russian Federation 
economy, ensuring the livelihoods of all sectors of the country’s 
economy and covering the household needs of the population. The 
export of the sector’s products (crude oil, oil products, gas) ensures 
stable foreign currency earnings, providing a share in total Russian 
exports from 43% to 45%, while share of tax revenue contribution 
to all levels of national budget system reach 40%.

At the same time, the fuel and energy sector is the most attractive 
sector of the Russian economy from the foreign investors’ point 
of view. According to estimates, announced by A. Novak, the 
Minister of Energy of the Russian Federation, by 2024 the volume 
of investment in the fuel and energy sector of Russia will increase 
by 50% to 7.5 trillion rubles. It is impossible to attract such a 
large amount of investment exclusively from the state budget 
and the internally generated funds of the domestic enterprises, 
and therefore it is crucial to ensure the investment attractiveness 
of enterprises and projects in the fuel and energy sector. Thus, 
it is necessary to ensure the formation of measures that would 
ensure the stable functioning of the fuel and energy sector and its 
effective development in the interests of the country. Overcoming 
the current negative trends in the fuel and energy sector of Russia, 
meeting the needs of a growing economy and population is 
impossible without large-scale investment attraction. Still, FDI 
risks, described in the literature review have to be considered 
regarding the World Bank’s criticism consistent in cost-benefit 
misbalance, exploitation malpractices, environmental pressure 
and transfer of productivity gains abroad. All the latter need to 
be well-balanced and, thus estimated in terms of current and 
potential influence on economic growth. Thus, the paper aims to 
get a proof for the axiomatically taken idea that the Russian fuel 
and energy sector driven by foreign investment can facilitate the 
economic growth.

2. LITERATURE REVIEW

The fuel and energy sector is a sophisticated system, including 
a combination of production, processes, material devices for the 
extraction of fuel and energy resources, their transformation, 
transportation, distribution and consumption of both primary 
energy resources and transformed types of energy carriers. It 
includes oil industry, coal industry, gas industry, peat industry, 
electric power industry. Energy supply and energy related sectors 
of petrochemicals and several others are to be included as well.

A profound summary of investment climate contents and 
methodology was provided by the World Bank (2005) that defined 
investment climate as “the location-specific factors that shape 

the opportunities and incentives for firms to invest productively, 
create jobs, and expand” (p. 1). In that very manner Giang et al. 
(2018) examined the relationship between the investment climate – 
infrastructure, labor skills, regulatory governance and institutions, 
and access to finance – and firm total factor productivity and 
prove the positive interrelation of better investment climate and 
corporate productivity, especially through access to finance, 
including foreign investment.

Deeper insights in investment climate regarding its influence on 
FDI and economic growth can be found in several recent papers. 
E.g., Quazi and Tandon (2011) contribute to explanation of 
investment climate components’ (infrastructure, financial market, 
monetary system, corruption, etc.) influence on FDI providing the 
quantity measures of their contribution. Bayraktar (2013) proposes 
to synonymize investment climate and “ease of doing business” and 
concludes that the improvement in ease of doing business indicators 
in developing countries can have a partial explanatory power in 
determining higher FDI flows to these countries. Highly relative to 
the Russian experience is the problem of the natural resource curse 
raised by Ye (2018) regarding the case of Canada positive effects 
of shifting FDI from primary sectors were described and estimated 
in terms of economic growth and sustainability.

The core point of raising foreign direct investment is fostering 
technological development and recovering the competitiveness 
gap by obtaining access to foreign technologies, competencies 
and know-hows. Those can be different sorts of innovation 
that is adopted by domestic economic agents: products, 
business solutions, business models, market strategies, financial 
instruments, regulations, policies, etc. Quantification of economic 
growth and innovation stemming from investment is provided in 
Kolmakov et al. (2015). More aspects of investment in innovation 
and its effects on economic growth described in Akhmetshin et al. 
(2018), Polyakova et al. (2018), Sycheva et al. (2018).

Thus, public policies aimed at investment climate development 
contribute not only to foreign direct investment inflow, but 
also to economic development and growth through innovation 
and efficiency, through import substitution and tax revenue 
development. Being a market enabler, FDI provides stimuli for 
domestic market expansion and exports potential development as 
well. That is why foreign direct investment is generally perceived 
not as a capital transfer solely, but as a complex engineering solution 
resulting in a quality shift of a recipient’s economic potential.

Transmission channels of FDI impact are widely studied as well. 
Theoretical issues of causality study applied to transmission 
channels are discussed in Ekimova et al. (2017). One of the widely 
recognized facilitators of economic growth through FDI is energy 
supply, according to many sources. E.g., Latief and Lefen (2019) 
confirm a positive bi-directional short-run causal relationship 
between economic growth and energy consumption in Pakistan. 
The same conclusion on the Chinese dataset was obtained by 
Hao et al. (2018), who verify the existence of bilateral causal 
relationship between rural GDP and rural energy consumption 
in the short run. However, there is also an evidence of loosening 
interrelation of economic growth and energy consumption and 
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investment. Chovancová and Vavrek (2019) observe the strong 
decoupling of economic growth and energy consumption in the 
V4 group of countries (Czech Republic, Hungary, Poland and 
Slovakia) to consider it as positive trend. Thus net-importers of 
energy might have different growth patterns regarding FDI to 
energy sector. Presumably, the sector size does matter to have a 
significant positive contribution to economic growth, otherwise 
energy consumption will be treated as the value consumer.

Earlier work of Khatun and Ahamad (2015) examines the causal 
relationship between FDI in the energy and power sector, and 
economic growth in Bangladesh: they find robust positive and 
unidirectional short-run causal relationships running from FDI 
to energy use and from energy use to GDP growth. Further 
contribution of Ahmad and Zhao (2018) develops theoretical 
channels of relationship between energy investment and economic 
growth and establishes causal linkages between them.

Regional aspects of energy sector development also indicate strong 
dependency of growth on investment in sectors of competitive 
specialization, primarily in energy sector (Kolmakov et al., 2019), 
although macroeconomic influence of foreign direct investment 
is significantly wider than growth facilitation. A certain increase 
of wealth and life quality is expected to follow the capital inflows 
as new employments and career perspectives get discovered. The 
main problem is to provide differentiation of capital flows across 
the industries, because many economies face the same problem of 
overcapitalization of raw materials mining and extraction that leads 
to economies exploitation and different malpractices of nations 
becoming “under-sovereign.” Risks of FDI in power sector are 
analyzed in several papers. One of the basic issues is crowding 
out the financial capital (Sirin, 2017) and intellectual capital (Ye, 
2018; Miheeva et al., 2018) from other sectors, especially from 
the green energy and high-tech. Gamoori et al. (2017) introduce 
the risk of FDI misbalance that might lead to foreign trade loss.

The general risk factor of raising FDI is the mismatch, and even 
controversy of investors’ and recipients’ objectives that match only 
in a single term of “development” while the question that matters 
is the party to carry the expense of development. Explanation 
for that is quite obvious: factors positively influencing FDI 
inflow to Russia include the presence of numerous and relatively 
cheap natural resources (oil, gas, coal, metals, gems, wood, etc.), 
significant domestic market capacity, qualified labor availability, 
etc. To put it simple, many economies have already faced the profits 
and capitals outflow, unemployment and stagnation, intellectual 
potential depletion as the outcome of investment-friendly policy 
that gave away too much in exchange of the above-mentioned 
bonuses expectations. The lessons learnt indicate that a foreign 
investor has to lead the market, meaning that there have to be 
followers that a basically national: only in this case risk of over-
dependency on FDI provider is mitigated, and this is the only 
strategy for current era implementation.

3. DATA AND METHODOLOGY

There is a widespread opinion in scientific works that foreign 
investment acts as a factor of renewal and modernization of 

production processes, accelerating economic and technical 
progress, spreading successful management practices, providing 
additional jobs and stimulating employment.

At the same time, there are diverse views on the functioning of 
the fuel and energy sector, since the relatively higher success rate 
of its operation compared to other types of economic activity by 
the industries creates the illusion of its long-term well-being and 
makes the sector a permanent and major contributor to the budget. 
However, today the fuel and energy sector is operating in the mode 
of depletion of its production potential, which was provided by 
investments of the previous decades. The main production assets 
of the sector in terms of age structure, degree of depletion and 
technical condition are approaching a critical level.

For the fuel and energy sector to fully realize its potential, Russia 
needs to create an attractive, sustainable, politically stable and 
globally competitive investment regime. Stimulation of the real 
economy can be achieved through industrial restructuring, the 
acquisition of best practices and technologies. These require 
reasonable macroeconomic and financial management by the 
state, including the development of the banking sector, as well as 
massive national and foreign investment and the development of 
capital generation programs at both the federal and regional levels. 
New major investments in the Russian fuel and energy sector are 
possible due to the following main sources:
• own funds (profits) of oil producing companies;
• inflow of foreign capital under production sharing agreements;
• inflow of foreign capital through the issuance of securities 

(stocks and bonds) of oil companies, as well as through lending.

It should also be noted that, even in the case of a relatively 
prosperous economic environment, the aggregate financial 
resources of a significant part of Russian credit institutions are 
insufficient to ensure serious capital investments in industry, 
transport and communications.

An analysis of the prospects for the development of investment 
policy in the fuel and energy sector shows that the sector, subject 
to its modernization in the medium term, will remain a backbone 
for the Russian economy. According to the Ministry of Energy of 
the Russian Federation, the development of the fuel and energy 
sector of Russia over the past 5 years has been characterized by 
the following trends:
• there was the longest over 45 years more than two-fold drop 

in oil prices;
• the intensive development of technology and the rapid change 

in markets;
• a sharp increase in competition in the markets, including 

interfuel;
• changes in tax legislation;
• sectoral sanctions against the fuel and energy sector.

Table 1 shows the dynamics of the volume of extraction and 
production of energy resources by type.

Analyzing the dynamics of energy production in Russia, it 
should be noted that in 2016 a record of oil and gas condensate 
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production was set at 547.6 million tons. By intensifying the 
inflow of investment and directing them to the modernization 
of industry, Russia has the chance to become a major producer 
of food and consumer goods, products of the chemical industry 
and engineering. The use of foreign investment is an objective 
necessity due to the system of participation of the country’s 
economy in the international division of labor and the flow of 
capital into attractive industries.

This is a widely studied category of contemporary economic 
research. To assess the effectiveness of attracting foreign 
investment was chosen method of analysis of multiple regression. 
The general form of the linear multiple regression model is 
y x x xk k= + + +… +   0 1 1 2 2  . The evaluation of the equation 

consists in finding b1, which is an estimate of βi.

The model is  described by the following equation: 
y b b x b x b xk k= + + +… +0 1 1 2 2  . The coefficient of the regression 

equation is the least squares method.

The coefficient b1 represents the expected change in the value 
of Y when X1 is changed by one, and the remaining X remains 
constant. The coefficients b in the regression equation are called 
partial regression equations.

To model the economic growth dependent on net FDI to energy 
sector we assumed that energy supply factor has to be accompanied 
by fossils production and processing. As for the function, we 
tested several representations of GDP: in current US dollars, in 
international US dollars (purchasing power parity), their growth 
rates and physical growth index (Table 2).

The analysis was based on data from the Central Bank of the 
Russian Federation and the World Bank.

4. RESULTS AND ANALYSIS

Correlation analysis of factors (FDI net flows) indicates that 
multicollinearity is attributable only to fossil fuels and non-
fuels that are negatively correlated with absolute r = 0.77. Still, 
correlation is negative that is feature of the Russian economy: 
non-fuel fossils production is more attractive for investors that use 
non-fuels as safe havens when hydrocarbon markets fluctuate or 
move down. That allows not to eliminate that pair of factors and 
get them all in one model.

GDP regression by net flows of FDI to selected Russian energy 
related industries reveals significant sensitivity of coefficients’ 
sign to GDP representation. Investment in fossil fuels mining is 
relatively the most significant in its positive contribution to GDPPPP 

Table 1: Dynamics of mining and production of main energy resources in Russia
Resources type 2000 2011 2012 2013 2014 2015 2016 2017
Oil and gas condensate production, million tons 323.5 511.4 518.1 523.4 526.8 534.3 547.6 546.8
y/y growth, % - - 1.3 1.0 0.6 1.4 2.5 −0.1
y/2000 growth, % - 58.1 60.2 61.8 62.8 65.2 69.3 69.0
Gas production, million m3 584.0 670.7 654.5 667.8 642.0 635.5 640.2 691.1
y/y growth, % - - −2.4 2.0 −3.9 −1.0 0.7 8.0
y/2000 growth, % - 14.8 12.1 14.3 9.9 8.8 9.6 18.3
Coal mining, million tons 247.1 336.7 354.6 352.1 359.0 374.0 386.9 408.9
y/y growth, % - - 5.3 −0.7 2.0 4.2 3.4 5.7
y/2000 growth, % - 36.3 43.5 42.5 45.3 51.4 56.6 65.5
Power generation, billion kWh 862.8 1040.5 1054.0 1045.0 1047.4 1049.9 1071.9 1073.7
y/y growth, % - - 1.3 −0.9 0.2 0.2 2.1 0.2
y/2000 growth, % - 20.6 22.2 21.1 21.4 21.7 24.2 24.4

Table 2: Net FDI flow to Russian industries (selected), millions of current USD
Factors (industries)  2010  2011  2012  2013  2014  2015  2016  2017
Net flows

Fossil fuels mining 1 771 2 439 4 938 6 535 6 957 10 778 25 738 7 472
Fossil non-fuels mining 1 988 2 110 −131 566 −2 412 710 −3 434 857
Coke and Petrochemicals production −235 71 1 425 20 707 −1 491 358 −537 793
Rubber and plastic production 118 4 195 248 333 374 118 121
Energy supply 1 410 2 207 1 869 1 768 1 682 −1 940 −98 1 173

Gross inflows
Fossil fuels mining 7 261 12 129 12 141 22 702 15 844 15 843 30 332 25 418
Fossil non-fuels mining 3 422 4 633 3 394 3 453 495 1 592 2 051 3 059
Coke and Petrochemicals production 173 1 560 4 989 21 618 1 295 3 013 857 1 690
Rubber and plastic production 569 203 1 095 997 1 365 953 751 904
Energy supply 2 144 3 297 4 000 2 831 3 251 1 120 1 143 2 265

Functions (GDP)
GDPPPP current international USD 2 928 121 3 475 385 3 692 393 3 765 661 3 768 772 3 621 746 3 640 302 3 817 201
Growth rate, % 105.8 118.7 106.2 102.0 100.1 96.1 100.5 104.9
GDP in current prices 1 524 917 2 051 662 2 210 257 2 297 128 2 063 663 1 368 401 1 284 728 1 577 524
Growth rate, % 124.7 134.5 107.7 103.9 89.8 66.3 93.9 122.8

Physical GDP index 104.5 104.3 103.7 101.8 100.7 97.5 100.3 101.6
USD: United states dollar, GDP: Gross domestic product, FDI: Foreign direct investment
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(in terms of beta coefficient) but its increase undermines growth 
rates of GDPPPP and physical GDP as well as GDP in current prices 
to the most significant extent (Table 3).

Even though all the models have rather credible R-squared values, 
there is a big probability of spurious regression according to very high 
values of p-level far above 5%. Longer retrospective might change 
the outcomes of modeling procedure, still the models provide rather 
informative explanation of the currently observed mismatch between 
net FDI outflows from Russia and positive GDP growth rates.

Regarding the physical GDP growth, only FDI in coke and 
petrochemicals manufacturing contributes positively, as well as 
it is the only negative contributor to current GDP growth. Since 
regression coefficients lack credibility, the above-mentioned 
conclusions have to be verified using alternative models based on 
the following methodological assumption: net FDI flows, calculated 
as the difference of inflows and outflows per given period of time, 
have a certain mismatch with the logic of investment’s contribution 
to growth. No matter what the reasons were to withdraw capital 
form the country, that capital was formerly invested and made some 
GDP impact, at least through capital expenditure and contracting. 
This means outflow of foreign capital might cause working capital 
misbalances and liquidity issues, but not the growth downturn. Due 
to this, we assume that the gross inflow of FDI should be a proper 
factor explaining the Russian economy growth fluctuations under 
changing capital consumption by energy related sectors.

Direct verification of a model by factor substitution affirmed the 
conclusion that the Russian GDPPPP demonstrates no statistically 
significant dependence on FDI inflows to energy related sectors: 
although the model is highly deterministic (R-squared equal 
to 76.1%), the regression is rather spurious since t-tests and F 
criterion fail to prove the opposite (Table 4).

The same conclusion is applicable to the growth rates of GDP in 
current and physical terms. Yet, the dollar value of current GDP 

is reliably dependent on FDI inflows to coke and petrochemicals 
production (beta = 0.54 at p-level = 0.01), negatively contributed 
by FDI in non-fuel fossils mining (beta = −0.41 at p-level = 0.05) 
while the most significant contribution is attributable to FDI in 
energy supply (beta = 0.98 at p-level = 0.004).

In absolute terms regression results indicate that foreign investment 
in Russian energy supply sector generates the cumulative value-
added effect of 381 million dollars per 1 million dollars invested 
due to the sector’s direct and the most significant indirect 
influence on economic activity. Tests of lagged dependence that 
is rather obviously present in economic growth and investment 
interrelation, do not change outcomes to better proving as we 
got that from vector autoregressive models made for the same 
function and factors.

Gross FDI inflows were found to be an influential factor of GDPPPP 
growth dynamics. Again, this factor has the most significant 
beta (0.763) which is statistically reliable with high level of 
determination.

The current situation of interrelation between FDI to energy related 
sectors and economic growth is continuous. It is widely perceived 
that the high rates of GDP growth of the Russian economy were 
mainly reinforced by oil and gas manufacturing and exports 
facilitated by foreign direct investment inflows. Economically, 
it is more correct to state that the Russian growth was funded by 
cash inflows from exports while the core contributors to growth 
were alternative factors and industries. Our previous research of 
the deeper retrospective (1998-2004) can be used to verify the 
above findings regarding the recent period.

The 1998-2004 model employed the same theoretical principle, 
but the factors’ representation was slightly different due to the 
differences of statistic data collection methodologies then and 
now: we used FDI inflows to electricity supply, oil extraction, 
gas extraction, coal mining and oil refining. Modelling 

Table 3: Beta coefficient estimates of GDP=f (net FDI)
Argument Function

GDPPPP GDPPPP growth Current GDP Current GDP growth Physical GDP index
Fossil fuels mining 17.4972  −3.2617 −0.5658 2.3429 −3.8430
Fossil non-fuels mining 14.4339 −2.4531 −0.4044 2.2710 −3.0270
Coke and Petrochemicals production −4.6652 0.7567 0.3772 −0.7162 0.9691
Rubber and plastic production 10.6228 −2.4403 0.1390 0.8404 −2.5797
Energy supply 13.1223 −2.0381 0.4966 2.2009 −2.1842
R-squared 0.7215 0.8743 0.8328 0.9811 0.9151
Best p-level 0.2436 0.6322 0.8899 0.4075 0.5465

Table 4: Beta coefficient estimates of GDP=f (gross FDI inflow)
Argument Function

GDPPPP GDPPPP growth Current GDP Current GDP growth Physical GDP index
Fossil fuels mining 0.7648 0.1716 0.0039 0.2139 −0.0730
Fossil non-fuels mining −0.1764 0.0106 −0.4102 (p=0.049) 0.6774 0.5700
Coke and petrochemicals production 0.0465 −0.1501 0.5403 (p=0.009) −0.3332 −0.2183
Rubber and plastic production 0.2125 -0.8360 (p=0.041) −0.3480 −0.1517 −0.0592
Energy supply 0.5190 0.7630 (p=0.0213) 0.9826 (p=0.0037) 0.4117 0.4728
R-squared 0.7614 0.9902 0.9972 0.8003 0.7983
Best p-level 0.2170 0.0213 0.0037 0.4882 0.4562
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outcomes indicate that oil and gas production provided negative 
contribution to real GDP growth rates, as well as coal mining 
(Figure 1).

Again, energy supply shows significant positive impact on physical 
GDP growth rates. Explanation and verification can be found, 
for example, in Latief and Lefen (2019) who confirm a positive 
bi-directional short-run causal relationship between economic 
growth and energy consumption, growth of which is – in our 
case – reinforced by foreign direct investment inflows in energy 
supply. Pradhan et al. (2018) using the case of FATF countries 
provide one more evidence that energy consumption patterns are 
significant long-term drivers of economic growth, thus enhancing 
the long-run economic prosperity upon sophistication of resources 
to develop the energy sector.

Thus, the economic growth pattern seems to reproduce itself 
in different economic environments and different levels of 
market development. To sum up, the hypothesis of bigger 
returns on foreign direct investment in energy supply sector in 
terms of GDP growth has found verification in our research. We 
managed to prove that compared to several other energy related 
sectors, primarily fossil fuel mining, FDI in energy supply is 
the best performing in economic growth facilitation. Formally 
it provides 2 times bigger relative contribution than investment 
in petrochemicals production, while raw fossil production acts 
like growth consumer.

Along with the changes in energy balances, hydrocarbons 
manufacture for energy generation purposes will continue to 
dilute the value created by economies due to technological, 
environmental and humanitarian changes. The mankind is going 
to get more energy-dependent, thus energy supply as an industry 
will continue to promote its positive influence on growth only if 
it will follow the progressive trends of sustainable development 
and meet the core principles of circular economy. Russia and 
other hydrocarbon exporters face capital expenditure issues 
regarding the following matter: to invest in solar-wind-geothermal 
power generation or keep on investing in fossil fuels production 
development. Presumably the growth of renewables share in 
total power generation is meant to increase regional value in 
different extent depending on structure of an economy and many 
other factors. Our further research is devoted to the “fossil vs. 
renewable” dilemma.

5. CONCLUSION

The category of economic growth is the most important 
characteristic of general output in any economic systems. To solve 
many economic problems, a material base is needed. The increase 
of revenues and funds of a country, i.e. economic growth rate is 
possible through encouraging investment, including foreign. The 
investment factor plays an important role in enhancing competitive 
positions in all industrially developed countries, creating for 
them an advantage over the rest of the world. Large amounts of 
investment and their effective use can compensate for the lack or 
loss of competitive advantages associated with some parties with 
natural resources, for others with a geographical position, and for 
almost every one of them with a shortage or high cost of labor. 
From the above, we can conclude: an important factor affecting 
economic growth is foreign investment.

The performed analysis of the impact of attracting foreign 
investment in the fuel and energy sector on economic growth using 
the method of multiple regression analysis indicates that foreign 
direct investment in the electric power industry and petrochemistry 
largely affect economic growth. Increased investment in power 
generation also contributes to economic growth, while other 
sectors of the fuel and energy sector, including mining, do not 
have a statistically significant effect on economic growth, and 
gross investments in rubber and plastics have a retarding effect 
on economic growth.

One of the determining factors for the slowdown in economic 
growth is the dependence of the Russian fuel and energy 
sector on equipment imports. The share of domestic refining 
catalysts for 2014-2017 increased from 31.8% to 61.6%, and 
petrochemistry - from 34.2% to 73.5% still remaining dangerously 
low. This still largely puts the effectiveness of the contribution of 
the fuel and energy sector to economic growth depending on the 
volatility of the ruble exchange rate and foreign trade restrictions.

Summarizing all the above, it can be noted that attracting foreign 
investment in the Russian economy requires significant legislative 
and organizational efforts from both the Russian federal and 
regional authorities and individual enterprises and financial 
institutions. In general, these efforts should be aimed at improving 
the overall investment climate in Russia. The implementation 
of the investment policy and the implementation of measures to 
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Figure 1: Beta coefficients of the Russian GDP growth rate regression by sectors’ gross foreign direct investment inflows, 1998-2004
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improve the investment climate and stimulate investment activity 
can increase the efficiency of investment activity and ensure the 
growth of foreign investment in the fuel and energy sector of the 
Russian Federation.
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