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ABSTRACT

For countries focused on the extraction and processing of natural resources, including
Russia, a crucial task is to ensure the rational extraction and distribution of natural
rent. The tax model applied to natural rent should facilitate its optimal allocation
to the budget without undermining the motivation of resource users to invest. This
study seeks to gauge the extent of oil rent extraction into the Russian budget and
suggest strategies to enhance the efficacy of redistributing oil rent to the state budget.
Our hypothesis proposes that export customs duties, compared to the mineral
extraction tax, prove more effective in achieving the desired redistribution from
resource users to the budget. To assess the extent of oil rent extraction, we devised
a methodology based on calculating the oil rent generated in Russia. This method
involves measuring the difference between the income generated by the oil industry
and the total expenses incurred by oil sector companies. Our analysis reveals that,
from 2005 to 2022, up to 87% of the oil rent generated in Russia was extracted through
rent payments to the state budget. However, in recent years, the degree of oil rent
extraction has decreased to 56%. This decline can be attributed to the tax maneuver
initiated in Russia since 2015, entailing a reduction and eventual elimination of export
customs duties, coupled with an increase in the mineral extraction tax rate. Our
results indicate a diminishing effectiveness of rent-based taxation in Russia due to the
reduced fiscal significance of rent payments. Furthermore, their regulatory function,
designed to incentivize taxpayers for investment contributions, has weakened. These
findings offer valuable insights for shaping fiscal policies and lay the groundwork for
further research in this domain.
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AHHOTAIMA

It cTpaH, OpMeHTMPOBAaHHEIX Ha JOOBIUY U IIepepaboTKy ITOJIe3HBIX MCKOTIaeMBIX,
BTodasgs Poccuro, BakHOV MpoOieMovt sBjsgeTcss obecriedeHue paloHaIbHOTO
U3BSATUS W PacHperesieHVsl IPUPOIHOVI peHThL. MomeTh HaTorooOIoKeHWs TIpu-
POIHOV PeHTHI MOJDKHa 00ecTIeunTsh Havboslee ITOJTHOe M3bATVE TIPUPOIHOV peH-
TBI B OIO/IXXeT, ¥ He CHVDKATh CKJIIOHHOCTh K MHBECTMPOBAHMIO HeIPOTIOIb30BaTesIer.
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Lebio vccitemoBaHs SIBJIeTCS. M3MepeHVie BeIYVHbI U3bATIS HeTSHO PeHTH
B POCCUVICKMVI OIOIKeT 1 pa3paboTKa ITyTeVl IIOBBIIIEHNS KadecTBa IIepepaciperne-
JleHMsI He(pTSHOW PEHTHI B JIOXOf, TocyAapcTBa. I'mioresont vcciieioBaHms SBJIsieTcs
MIPeIIoyIoKeHVIe O TOM, YTO BBIBO3HBIE TaMOXKeHHBIe IIOIUIMHBI JIy4llle, YeM HaJIoT
Ha 700BIvy IT0JIe3HBIX MCKOITaeMbIX CITPaBIIIOTCA C 3afIavers Ilepepacipee/leHis He-
dTAHOV peHTHl OT HePONOIb30BaTelIell B POCCUIICKIN OropKeT. [Ijist Toro, uTo0bI
BBIIBUTB YPOBEHDb M3bATUS HeTSIHOV peHTHI B OI0[DKeT ObUIa paspaboTaHa aBTOP-
CKasl MeTOMKa pacueTa BeJIMIMHbI HepTSHOVI peHThl, cozgaBaemort B Poccun, B oc-
HOBe KOTOPOI 3aJI0’KeHO M3MepeHIe PasHULIBI MeXTy CyMMOV JOXO/Ia, 10Ty YeHHO
HeTSIHOV OTpaciIblo, VI CYMMOVI 3aTpart, IIPOM3BeIeHHBIX KOMIIaHVSMI HeTIHOM
oTpacii. beUI IpoBeieH KOPPEeISIIMOHHBIV aHIN3 MeXIYy BeJIMIMHOV HeTSHOM
PEeHTHI ¥ IOCTyIUIeHVeM PeHTHBIX IUIaTeXell. YCTaHOBIJIEHO, UTO IIOCPeACTBOM IpW-
MeHeHMsI pPeHTHBIX IUIaTexell B 1oxop, rocygapcTsa B epuop, 2005-2022 rr. msbiMa-
s1ock 10 87 % cospgaBaemont B Poccunt HedTsiHOM peHThL. OHAKO B IIOCIIEIHIE TOMBI
CTelleHb M3BATVA HeTSHOV PeHTHl CHU3WIACE 10 56 %. BrIfBIIeHO, UTO NPUUYMHOMI
sToro crajio nposexenye ¢ 2015 . HAJIOrOBOro MaHeBpa, 3aKJIIOYAIOIIerocs B CHVDKe-
HVVI CTaBKV BBIBO3HBIX TAMOYK€HHBIX IIOIIIIVH, BIUIOTE 10 OOHYJIEHWS, VI yBeTMIeHVN
CTaBKM HaJIora Ha 00bIuy I10JIe3HbIX McKoIlaeMbIX. [TosTyueHHBIe pe3ysIbTaThl II03B0-
JIVUIVL CHeJIaTh BBIBOI O CHVDKEHUN 3(PeKTUBHOCTM PEHTHOIO HaJIOrOOOJIOXEHWIS
B Poccunt m3-3a TOrO, UTO COKparaeTcs prcKaIbHOe 3HaueHVe PeHTHBIX IUIaTeXell,
a Taxoke ocsIabisieTcss X peryaupylolias dyHKINS, HallpaB/leHHas Ha CTUMYJINPO-
BaHVe HaJIOTrOIUIAaTeJIbIIVKOB K OCYIIIeCTBIEHMIO MHBECTUIIMOHHBIX BJIOKeHU . Pe-
3yJIBTATHI VICCIIEOBAHVISL MOTYT OBITH IIpVIMEHeHBI IIPY OCYIIeCTBIIeHUI HaJIOTOBOTI
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noymTvk B Poccun m IIpoBeaeHNN aJIbHeVIIX Hay4HbIX VICCIIeIOBaHWIL.

KITFOUEBBIE CJIOBA

HaJIoT, HepTsHasl peHTa, TaMOXXeHHas IIOIUINHA, Hajlor Ha JOOBIUY IT0JIe3HBIX VIC-
KOITaeMbIX, HAJTOTOBBIVI MaHEBP, MHBECTNUIIVIN, OO KeT

1. Introduction

Contemporary nations draw revenue
from diverse channels, including taxes and
compulsory contributions to the budget.
The principal source is the national income
generated by companies and individual en-
trepreneurs through their economic activi-
ties. In countries endowed with abundant
natural resources, such as Russia, natural
rent is an important source for budgetary
augmentation, complementing the natio-
nal income.

Russian companies specializing in
natural resource extraction and processing
derive a significant share of their earnings
not from efficient business processes or
innovative technologies but mainly from
their right to extract rare minerals. The
value of these minerals significantly sur-
passes the associated extraction costs. The
additional income earned by these compa-
nies exceeds the normal level of economic
profitability and constitutes natural rent,
which is a significant source of revenue for
the state budget.

For research on economic relation-
ships associated with the generation and
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redistribution of natural rent, it is essential
to establish an optimal model for natural
rent taxation. The taxation model, on the
one hand, should channel most of the natu-
ral rent into the state budget; on the other
hand, it must not suppress business acti-
vity in the extractive industries and should
not discourage taxpayers’ from investing.
It is crucial to ensure the neutrality of the
natural rent taxation system in this regard.

To extract natural rent, the govern-
ment can choose from a variety of me-
thods, including financial instruments
that help redistribute surplus revenues
generated by subsoil users - taxes, cus-
toms duties, and other special payments.

Figure 1 shows a list of mandatory
payments in Russia used to collect natural
resource rent.

Each type of rent payment allows for
the extraction of natural rent at different
stages of the production process:

- the mineral extraction tax (MET)
and other subsoil use payments extract
rent at the stage of mineral extraction;

- the personal income tax extracts
a portion of the rent embedded in the in-
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creased wages of employees of extracting
companies during the production process;

- excise taxes capture rent upon the
sale of finished products, such as petrole-
um products;

- corporate income tax and additional
income tax are mechanisms that capture
rent in the form of additional profits gene-
rated by companies during the finalization
of their financial results;

- export customs duties result in the
extraction of natural rent at the moment of
exporting valuable minerals abroad.

Therefore, a company involved in
extracting natural resources is respon-
sible for making several rent payments,
which collectively contribute to extracting
a portion of the natural rent into the state
budget.

Most natural rent in Russia is generated
through oil extraction. This study examines
the flow of payments into the consolidated
budget, originating from oil extraction and
processing, to assess the extent of oil rent
being contributed to the budget.

Recent reforms in the taxation of oil
rent in Russia have included a tax maneu-
ver, initiated in 2015. This maneuver in-
volves replacing the extraction of oil rent
through export customs duties on crude
oil and petroleum products with the
MET. The tax maneuver concluded on
January 1, 2024, when the export customs
duty rates on oil and petroleum products
were reduced to zero. Since 2019, the
MET has been supplemented by the tax

on additional income, which is imposed
on the super profits of certain oil and gas
companies.

Various types of rent payment differ
in their efficiency in extracting oil rent
into the budget. In recent years, the bulk
of oil rent has been extracted through the
MET and export customs duties, yet their
capacity to channel oil rent into the state
budget revenue differs.

The aim of the study is to measure the
extent of oil rent extraction into the Rus-
sian budget and explore strategies to en-
hance its effectiveness.

The hypothesis of the study is that export
customs duties, as indirect mandatory pay-
ments, are more effective than the MET in
redistributing oil rent from subsoil users
to the state budget. In our view, this hap-
pens because, when shifted onto foreign
consumers, export customs duties are less
likely to be perceived as a tax burden by
taxpayers. The latter are also less likely to
evade payment of export customs duties
compared to the mineral extraction tax.

2. Review of contemporary approaches
to oil rent taxation

Contemporary research literature
covers diverse aspects of acquiring, dis-
tributing, and taxing natural rent.

Shi et al. [1] argue that revenue from
mineral extraction is positively correlated
with GDP growth and effective govern-
ance, which they associate with control
over corruption.

Mineral . Personal Tax on additional income
. Excise taxes . .
extraction tax income tax from the extraction
y K K of hydrocarbons

Taxes

Corporate income tax

f

Rent payments to the budget

A 4

Export customs duties

One-time payments
for the license
for subsoil use

Regular payments
for the extraction
of minerals (royalties)

Income from production-sharing
agreements
in mineral extraction

Figure 1. Compulsory payments contributing to the extraction of natural rent in Russia
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In their analysis of 19 countries,
encompassing both developed and de-
veloping economies from 1997 to 2019,
Hoang et al. [2] discovered a consistent
“Dutch disease” effect attributed to na-
tural resource rent. Moreover, they ob-
served variations in the impact of eco-
nomic policy uncertainty, geopolitical
instability, and natural resource rent on
economic complexity across all the coun-
tries in their study.

Alsagr [3] shed light on the detri-
mental effects of oil rent on the economic
growth of developing nations.

Nkoa et al. [4], employing an econo-
metric research method based on the
two-stage least squares (25LS) approach,
found that resource rent increases global
instability in developing countries.

On the one hand, having the ability
to extract natural rent is advantageous as
it provides additional national income,
but on the other hand, an economic po-
licy centered on rent extraction can lead
to stagnation in the national economy,
a phenomenon commonly known as the
“resource curse”.

Masi et al. [5] tested the resource curse
hypothesis across 62 developing countries
from 1995 to 2015, arguing that it is possi-
ble to develop the natural resource sector
without harming the budgetary potential.

Canh et al. [6] tested the resource
curse hypothesis across 90 developed
and developing countries from 2002 to
2017, examining various types of mine-
ral resources. They demonstrated that an
increase in the level of economic develop-
ment reduces the impact of natural rent
from the extraction of minerals and gas
but increases the impact of natural rent
from coal extraction.

Sun et al. [7], focusing on the case of
China, assessed the impact of resource
taxation on the resource curse and showed
that resource taxation policies in China
exacerbated the country’s resource curse.

Mehlum et al. [8] insist that the quality
of a country’s institutions determines the
quality of natural resource exploitation.
The resource curse is more likely to occur
in countries with poorly developed insti-
tutions such as Nigeria, Zambia, and Sier-
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ra Leone, facing issues like corruption, bu-
reaucracy, and non-compliance with laws.
These problems result in resource users
trying to appropriate oil rent instead of
improving their production. Conversely,
in countries with good institutions (such
as Norway and Botswana), the exploita-
tion of natural rent contributes to econo-
mic development and the well-being of
the population.

Similar conclusions are made by Ro-
binson et al. [9], who show that in coun-
tries with good institutions, the extraction
of mineral resources contributes to eco-
nomic growth, while countries with poor
institutions face the resource curse.

Numerous studies focus on quanti-
fying the rent generated in production
activities, in particular oil rent.

Pitelin [10] devised a method to calcu-
late oil rent by measuring the value-added
contribution of oil extraction to GDP and
showed the variation in GDP in two sce-
narios: the current state and a hypotheti-
cal scenario where the country has no oil
production.

Costa & Garcia-Cintado [11] develo-
ped and applied a DSGE model to calcu-
late the natural rent generated by extrac-
ting enterprises in Brazil.

Jovié et al. [12] calculated natural rent
using soft computing methods and as-
sessed the impact of natural rent on GDP
growth. Their findings suggest that forest
rent has the greatest influence on GDP
growth.

Leiva [13] assessed natural rent using
the example of copper mining in Chile.

Yuva & Filimonova [14] developed
a model for calculating oil rent using an
analysis of components constituting the
rent (MET, customs duties, profits of oil
companies, etc.), which were aggregated.

Osmundsen & Lovas [15] demonstrate
that there is no one-size-fits-all model for
taxing natural resources worldwide and
that the construction of the optimal tax
system depends on the individual charac-
teristics of each country.

Until recently, Russia was actively
using tax instruments alongside customs
and tariff tools for extracting natural rent.
A decade ago, these instruments held the
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largest share among all means of extrac-
ting natural rent in the budget. Export
duties are usually designed to steer clear
of taxing oil and gas to prevent distorting
export prices. However, Russia stands out
as an exception to this norm, as noted by
Tordo [16].

According to Yang et al. [17], Russia
is experiencing the resource curse, main-
ly linked to positive shocks in natural gas
rent. However, shocks in oil rent are con-
sidered a blessing due to their positive im-
pact on GDP growth.

Korkmaz [18] and Hasanov et al. [19]
also confirmed the positive impact of oil
rent on economic growth in Russia.

Zakharov [20] found that the increase
in oil revenues negatively impacts the
quality of institutions in Russia. He argues
that the rise in tax revenues due to exo-
genous positive shocks in oil prices does
not alter regional incomes but exacerbates
corruption and diminishes regional de-
mocracy and the quality of governance.

Many researchers have analyzed the
taxation of extracting companies in vari-
ous countries around the world.

Daubanes & Lasserre [21] argue that
carbon emission taxation in non-rene-
wable energy sources should be increased
when there is a need for government reve-
nue. They propose a tax formula that is an
augmented, dynamic version of the stan-
dard Ramsey tax rule.

Balde [22] investigates the impact of
taxation on the duration of the period
starting from the discovery to the deve-
lopment of a deposit by estimating a du-
ration model. He empirically demon-
strated that this period depends on the
fiscal regime applied by the country to
secure its share of revenue in the form of
natural rent.

Beer & Loepric [23] identified inter-
nal channels for profit shifting among hy-
drocarbon companies and concluded that
profit shifting within the country consti-
tutes approximately one-third of the total
hidden income.

Kjeer et al. [24] argued that it is of-
ten difficult to establish an effective tax
mechanism for extracting natural rent in
developing countries.
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Keller [25] investigated the effect of
oil revenues on non-resource taxation for
19 oil-exporting countries using the synthe-
tic control methodology. He demonstrated
that the effect is heterogeneous and arises
only in oil-exporting countries with a low
level of institutional quality that heavily
depend on oil and prefer using tax instru-
ments rather than non-tax instruments. Ad-
ditionally, the dynamics of the effect differ
in countries with a state-owned oil sector
compared to those with a private oil sector.

Cordella & Onder [26] investigated
how unforeseen oil revenues can impact
political conflicts in a country and showed
that direct payments to the population are
the most effective means of preventing
conflicts.

Ishak & Farzanegan [27] examined the
connection between oil rent and tax reve-
nues, emphasizing the significance of the
shadow economy as a restraining factor
in these relationships. They found that the
reduction of oil rent due to negative oil
price shocks ceases to have a significantly
positive impact on tax revenues in coun-
tries where the shadow economy consti-
tutes more than 35% of GDP.

Brown et al. [28] assessed the conse-
quences of changes in oil extraction taxa-
tion in several U.S. states and found that
an increase in the tax burden reduces the
profitability of oil extraction to a greater ex-
tent than a decline in the selling price of oil.

Wolfson & Koopmans [29] identified
tax methods that may help stimulate envi-
ronmentally friendly resource use.

There is a separate group of publica-
tions dedicated to the distorting impact of
rent taxation.

Smith [30] conducted an analysis of
methods used to study tax distortions in
resource-extracting industries.

Lund [31] examined the distorting im-
pact of rent taxation and proposed a model
to assess how higher tax rates on subsoil
users reduce their motivation for invest-
ment and business development.

Nakhle [32] investigated the neu-
trality of rent taxation in the UK and
showed that oil-extracting enterprises
on the continental shelf are less willing to
invest after an increase in the tax burden.
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Lund [33] examined the effective re-
structuring of taxation in Norway in 1986,
leading to the establishment of a neutral
model for the taxation of oil extraction.

Our review of the research literature
has showed that diverse approaches are
employed for the measurement of natural
rent. Ample reserves of natural resources
and the potential extraction of resulting
natural rent may have a different impact
on a country’s economic growth. In some
nations, natural rent acts as a catalyst for
economic growth, while in others, it serves
as a constraint on economic development.

Developing countries often experi-
ence the resource curse, understood as
the inefficiency of economies focused on
resource extraction. A number of studies
highlight the ineffectiveness of Russia’s
current model for taxing oil rent, which
relies on levying the mineral extraction
tax (known as NDPI) on oil-extracting
companies.

3. Methodology

3.1. Evaluation of the total oil rent

At the first stage of our study, we cal-
culated the amount of the oil rent genera-
ted in Russia by applying a methodology
based on the approaches outlined in [13].

The oil rent in Russia comprises two
components: the rent generated during the
primary extraction of crude oil and rent
generated during the processing of crude
oil. Therefore, the total amount of oil rent
was calculated by using Formula (1):

R,=R,+ Rp, 1)

where R, is the amount of oil rent; R, is
the amount of rent on crude oil; and is the
amount of rent on petroleum products.

In 2005-2022, approximately half of
the oil extracted in Russia was exported,
while the remaining part was processed
at oil refineries inside the country. A sig-
nificant portion of the country’s oil prod-
ucts was also exported. Therefore, when
calculating the total oil rent, we took into
account the revenues from both the ex-
traction of crude oil and the production
of oil products, considering both domestic
consumption and exports.
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3.2. Evaluation of crude oil rent

When calculating the crude oil rent,
we considered all revenues associated
with selling crude oil, including those
directed for domestic consumption and
export. The calculations were made ac-
cording to Formula (2):

Im:Qd.Pd-i_Qe'Pe’ (2)
where I, is the total income from crude
oil sales; Q, is the volume of domestically
processed oil; Q, is the quantity of expor-
ted oil; P, is the domestic price of oil; and
P, is the export price of oil.

In calculating the costs of oil extrac-
tion and marketing, the following were
taken into account: (1) material costs
associated with oil extraction, storage,
and transportation; (2) labor expenses;
(3) wage accruals; (4) depreciation expens-
es, which reflect the amount of investment
sufficient to renew the production capaci-
ties of oil-producing enterprises.

We did not include other expenses
such as taxes and other mandatory pay-
ments in the calculations because we in-
tended to measure the total oil rent before
taxation, from which mandatory payments
to the budget would be deducted later.

Furthermore, other expenses include
a range of non-production expenditures,
such as representation and managerial
costs, for example, supporting professio-
nal sports teams and other “charitable”
expenditures. These types of expenditures
are traditionally inflated in the oil indus-
try. Oil extraction enterprises can afford
and tend to incur these expenses, primari-
ly due to the substantial oil rent.

Labor expenses were calculated
through an alternative method. When de-
termining the amount of wage costs and
contributions to wage payment, paid to
off-budget funds, we considered not the
actual expenses incurred by oil extrac-
tion enterprises for these purposes but the
number of workers in the oil extraction
industry and the average monthly wage
in Russia. This way we were able to deter-
mine the “normal” expenses for a produc-
tion factor like labor, incurred by average
Russian enterprises lacking oil rent to arti-
ficially inflate wage costs.
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A peculiarity of statistical accounting
in Russia is that expenses for oil extrac-
tion enterprises are not tracked separate-
ly. Their indicators were included in the
extraction of fuel and energy minerals
until 2017, and since 2017, they have been
accounted for in the total costs of oil and
natural gas extraction.

Therefore, the cost of oil extraction
was calculated based on the share of the
cost of oil extraction in the total costs of
oil and natural gas extraction (this share
varied annually within the range of 75.1%
to 87.7%); and in the costs of extracting
fuel and energy minerals (ranging from
58.6% to 63.6%).

Considering the aforementioned con-
ditions, the cost of oil extraction and mar-
keting was calculated by using Formu-
la (3):

C,=C,+W_ +A +D, ()

where C,, stands for the costs for oil ex-
traction and sale; C,, for material ex-
penses linked to oil extraction; W,,, for
the labor costs calculated through an
alternative method using the country’s
average wage and the industry’s work-
force; A,, accruals for labor remunera-
tion derived from the calculated wage
(D,); and W,,, depreciation allowances.

Using the input data we obtained, we
were able to calculate crude oil rent by ap-
plying Formula (4):

REU = ICO _CCO - (4)

where R, is crude oil rent; C,, is the costs
associated with oil extraction and sale;
and P, is the calculated profit of oil-pro-
ducing enterprises based on the average
level of profitability in the country.
According to Formula (4), the amount
of rent is determined by subtracting the
total revenues of oil extraction enterpri-
ses from the expenses for oil extraction
and marketing, and the “normal” profit
level in the Russian economy. Since most
of the oil rent settles into the profits of
oil extraction enterprises, the profitabili-
ty of companies in this industry exceed
the average Russian level by 2-3 times,
reaching up to 35% in the given period.
Therefore, we calculated the “normal”

mo

P

ao’
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profit using the average Russian level of
profitability, enabling a satisfactory re-
turn on capital in the national economy,
without considering the oil rent.

3.3. Assessment of oil rent
from oil processing

In a similar manner, we calculated

the amount of rent derived from the pro-
cessing, production, and sale of petro-
leum products.
Revenue from the sale of petroleum pro-
ducts (I,) is determined by using official
statistical data on the cost of shipped oil
products. The calculation of the costs for
the production of oil products was based
on Formula (5):

C,=C,+W,+A, +D, (5)

where C, corresponds to expenses for oil
processing; Cm,,, to material costs asso-
ciated with oil processing; W, the labor
costs calculated through an alternative
method based on the average wage in the
country and the industry’s workforce;
Aupr accruals for labor payment based on
the calculated wage (W,,); and D,, depre-
ciation deductions.

In Formula (5), material costs (C,,)
include all material expenses associated
with oil processing, including the cost of
crude oil purchased for processing, which
constitutes a predominant portion of ma-
terial costs for raw materials and supplies.

Labor costs (W,,) are calculated by us-
ing the average number of employees in
oil processing plants and the established
average wage nationwide. The salary in
the oil refining industry is not as high as in
the oil extraction sector - it exceeds the av-
erage Russian level by only 1.5-2.0 times.
It should be noted, however, that people
working in the oil refining industry tend
to have higher wages because they have
the opportunity to receive a share of the
oil rent, given the relative scarcity of this
resource.

Rosstat - the Federal State Statistics
Service - accounts for the expenses of oil
production as part of the overall costs of
the category “Production of coke and pe-
troleum products”. Hence, the calculation
of oil production costs was based on the
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annual proportion of the cost of shipped
oil products in the total volume of shipped
products under the category “Production
of coke and petroleum products”. The
share of oil products in this sector is dom-
inant and changes annually within the
range of 97.2% to 98.9%.

Oil rent derived from oil process-
ing was calculated by using Formula (6),
which is similar to Formula (4) we used
for calculating crude oil rent:

R,=1,-C,~P 6)

ap’
where R, corresponds to the amount of
rent from oil products; G, denotes costs
for oil processing; and P,, is the profit of
oil processing enterprises, calculated by
using the data on the average level of pro-
fitability in the country.

In Formula (6), the income obtained
from oil processing was reduced by the
profit calculated by an alternative method,
based on the average level of profitability.
This adjustment was made to account for
the amount of oil rent embedded in the
profits of oil processing enterprises.

The suggested methodology for cal-
culating oil rent enables us to measure
the added value generated during the ex-
traction and processing of oil beyond the
“normal” level anticipated from a similar
application of production factors like la-
bor and capital in other sectors of the Rus-
sian economy.

The “normal” level is considered as
the average return in the form of capital
profit and the average level of labor remu-
neration in the form of wages in the econ-
omy and the country, respectively.

3.4. Assessment of the degree of oil rent
extraction into the budget

To gauge the extent of oil rent extrac-
tion into the budget, we gathered and ana-
lyzed mandatory payments in the national
budgetary system, through which oil rent
is extracted.

These include 7 types of taxes and
other mandatory payments to the conso-
lidated budget:

1) mineral extraction tax on crude oil;

2) excise taxes on petroleum products.
Excise taxes on petroleum products are
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levied domestically (exported goods are
exempt from excise taxes), and these ta-
xes are paid when petroleum products are
sold within the country. However, starting
from 2019, Russia has introduced a system
of reverse excise tax on crude oil. Under
this mechanism, oil processing enterprises
receive a reimbursement from the federal
budget for the excise tax imposed on the
portion of petroleum products intended
for domestic consumption;

3) income generated through agree-
ments on the allocation of production du-
ring oil extraction (corporate income tax,
regular payments for mineral extraction
(royalties), and the state’s share of profita-
ble production);

4) tax on additional income from the
extraction of hydrocarbons;

5) one-time payments for the license
for subsoil use;

6) export customs duties on crude oil;

7) export customs duties on petroleum
products.

The data were sourced from the
Treasury’s reports on the execution of the
country’s consolidated budget (www.
roskazna.ru). We did not consider tax
payments imposed on the ongoing acti-
vities of all economic entities, including
those unrelated to rent incomes. These
include the following taxes: corporate
income tax, value-added tax (VAT), per-
sonal income tax, water tax, business
property tax, transport tax, gambling tax,
and land tax.

In addition, the study relied on sta-
tistics from the official websites of the
Federal State Statistics Service (Rosstat)
and the Ministry of Economic Develop-
ment of the Russian Federation. Official
documents, including the Tax Code of
Russia and the Law of the Russian Fede-
ration on the Execution of the Federal
Budget for 2022, were obtained from the
legal reference system Consultant+.

Due to the restrictions imposed by
Western countries on Russian oil exports,
since 2022, Rosstat has ceased publishing
official data on Russian oil and petrole-
um product exports. The information for
the year 2022 was derived from the data
cited in interviews by the Deputy Chair-
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man of the Russian government Alexan-
der Novak'.

To assess the adequacy of oil rent ex-
traction for the needs of the national eco-
nomy, a correlation analysis was conduc-
ted. This analysis explored the relation-
ship between oil rent and the receipt of
associated payments, including taxes and
mandatory fees paid by companies spe-
cializing in oil extraction and processing.

4. Results
4.1. Total oil rent generated in Russia

We calculated the oil rent generat-
ed in Russia between 2005 and 2022 (see
Figure 2).

In the given period, the absolute
amount of oil rent increased from 3.2 to
14.6 trillion rubles. The maximum amount
of oil rent was generated in 2021 when it
reached 16.2 trillion rubles.

Oil rent constitutes the part of added
value that is generated due to the scarcity
of this resource and its ability to generate
income while being processed. Therefore,
it is interesting to compare oil rent with
the total amount of value added, formed
by the country’s GDP.

1 http:/ /tass.ru/ekonomika/17248419?yscli
d=lppnrokw5g387669797 /

The share of oil rent in Russia’s GDP
is shrinking steadily: over the given peri-
od, it reduced from 14.7% to 9.5%. As the
absolute size of oil rent was increasing,
the relative amount of oil rent was falling.
Therefore, it can be concluded that the re-
duction in the share of oil rent in GDP was
the result of the increased diversification
in the Russian economy. In other words,
the share of the oil industry decreased due
to the increase in the share of other sectors
in the Russian economy.

4.2. Analysis of oil rent extraction
to the Russian budget

The bulk of the natural rent is chan-
neled into the budget through taxes im-
posed on oil companies. For the purposes
of this study, customs duties are includ-
ed in the overall tax payments, although
under Russian budgetary legislation, they
are not classified as taxes.

The comparison of budgetary reve-
nues from oil rent with the proportion of
oil rent extraction is illustrated by Figure 3.

In the given period, the degree of tax
extraction of oil rent varied within the
range of 51-87% of the generated rent,
with the maximum degree of extraction
observed in 2008 and 2014.
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Figure 2. Oil rent in Russia in 2005-2022
Note: Compiled by the authors based on Rosstat data
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In 2005-2014, there was an increase
in the degree of oil rent extraction into
the state budget, reaching 86.5% of the
generated oil rent by 2014, with the aver-
age annual value being 74.3%. In the sub-
sequent years, there was a steady decline
in the degree of oil rent extraction - the
average annual value in this period de-
creased to 62.4%.

Moreover, due to the increase in the
overall volume of generated oil rent, the
absolute amount of rent payments to the
budget increased year by year. Some de-
crease in the inflow of rent payments was
observed in certain years, for example, in
the crisis year 2020.

The analysis of payments from oil rent
into the consolidated budget of Russia is
presented in Table 1.

The country’s tax system cannot be
expected to fully capture all generated
oil rent and, what is more, such a scena-
rio is undesirable. As discussed earlier,
the prospect of obtaining a share of na-
tural rent is a key motivator for entrepre-
neurs in specific sectors of the economy,
stimulating investment inflow into these
industries. It is also essential to preserve
the differential rent II, generated through
innovation and technological advance-
ments, for the benefit of subsoil users as it
encourages modernization in production
and enhances investments in fixed capital.

If the reduction in the degree of oil rent
extraction is accompanied by higher rates
of real investment growth, such trends can
be considered positive. However, further
analysis will show that the picture is quite
the opposite.

The majority of researchers agree that
absolute rent and differential rent I should
primarily contribute to the state’s income.
Absolute rent arises during the extraction,
processing, and sale of oil obtained from
any deposit due to the rarity and value of
this valuable resource. Subsoil users re-
ceive differential rent I from the exploita-
tion of more productive and economically
advantageous deposits.

At the same time, a significant reduc-
tion in the share of oil rent extraction into
the budget in recent years (less than 2/3 of
its volume) points to the fact that the cur-
rent model of subsoil use taxation in the
country is inefficient. A large portion of oil
rent should be directed to the state budget
because this income arises from exploiting
mineral resources owned by the govern-
ment. This share of oil rent is acquired by oil
companies not through superior business
organization, enhanced management skills,
or a more capable workforce, but primari-
ly due to their privileged position granted
when awarded the right to exploit these re-
sources. When it comes to rent-based reve-
nues, this situation is quite common.
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Figure 3. Rent payments to the consolidated budget and the share of oil rent
extraction from 2005 to 2022

Note: Compiled by the authors based on data from Rosstat and the Treasury of Russia
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Table 1. The inflow of payments from oil rent into the consolidated budget of Russia in 2005-2022, billion rubles

Payment type

2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016

2017 | 2018 | 2019

2020 | 2021 | 2022

Mineral extraction tax on
crude oil

Excise taxes on petroleum
products produced in the
country

Income generated
through agreements
on the allocation of
production during oil
extraction (corporate
income tax, regular
payments for mineral
extraction (royalties),
and the state’s share of
profitable production)

Tax on additional income
from the extraction of
hydrocarbons

One-time payments for
the license for subsoil use

Export customs duties on
crude oil

Export customs duties on
petroleum products

Total rental payments
received

761.3 986.5 1017.3 1493.0 887.6 1266.8 1845.8 2132.6 2190.2 2463.6 2703.5 2343.1 3352.2 5232.3 5175.5 3198.3 6295.7 8391.5

1233 124.6 1303 138.4 144.6 166.5 2774 3599 4133 368.6 280.0 448.2

2.6 47 232 423 210 265 470 703 914 1702 2209 139.7

0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

264 611 466 918 397 180 472 448 1087 559 401 535

871.4 1201.9 1151.5 1784.8 1203.0 1672,4 2332.4 2489.7 2333.6 2620.0 1431.2 1030.8

1975 3144 3305 522.6 378.8 603.8 936.5 1130.3 1206.8 1489.4 7485 446.8

524.0 3322 2584

127.7 2334 310.6

0.0 0.0 101.1

663 257 449

976.2 1550.0 1115.5

3979 648.7 464.9

791.4 -537.6 -3248.9

2774 2635 3504

149.0 1008.7 1685,0

486 678 38.9

436.0 707.8 606.8

256.4 3914 269.5

1982.5 2693.2 2699.4 4072.9 2674.7 3754.0 5486.3 6227.6 6344.0 7167.7 5424.2 4462.1 5444.3 8022.3 7470.9 5157.1 8197.3 8093.2

Note: The table is based on the data from the Treasury of the Russian Federation (www.roskazna.ru) and the report on the execution of the federal budget for the year 2022
from the legal reference system “Consultant+”.
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The year 2015 marked a turning point
in oil rent extraction as it started decrea-
sing due to various factors. We believe
that the decisive factor triggering this pro-
cess was the launch of the tax maneuver.

Since 2015, there has been a steady de-
cline in export customs duties on oil and
oil products, accompanied by an increase
in the mineral extraction tax rates for oil
extraction. The decrease in revenue from
export customs duties, according to the
reformers’ plans, should be offset by an
increase in the revenue from this tax.

Since 2024, zero-rates of export cus-
toms duties on crude oil and petroleum
products have been implemented. Ac-
cording to the Russian Ministry of Fi-
nance, “this maneuver not only dimini-
shes the budget’s reliance on oil prices but
also alleviates the effects of their decline
on the oil industry”2.

Before the tax maneuver began, it
had been expected to reduce the budget’s
reliance on the fluctuating trends in oil
prices. The Russian Ministry of Finance
considers the MET to be a more stable
source of income than export customs du-
ties. Additionally, the Ministry of Finance
anticipated an increase in budget reve-
nues from oil extraction and processing,
as well as a reduction in the tax burden on
the oil industry amid low oil prices.

During the tax reform in the oil in-
dustry, in 2005-2022, the share of the
MET in oil rent taxation increased from
38% to 74% of the total oil revenues. This
shift resulted from the shrinking share of
export customs duties on crude oil - from
44% to 5%.

The proportion of export customs
duties on petroleum products decreased
from 10% to 2%, despite having reached
21% in 2014. Annual variations are ob-
served in the revenues from excise taxes
on petroleum products, which in certain
periods contributed up to 10-15% to the
country’s overall tax income.

Since 2021, the tax on additional in-
come from the extraction of hydrocarbon
raw materials has played a substantial
role in the taxation of oil rent, reaching

2 https:/ /minfin.gov.ru/ru/press-
center/?id_4=33077
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a share of 15%. The role of other sources
of income in capturing oil rent is less sig-
nificant.

As the structure of oil-related tax
revenues in the Russian budget evolved,
the proportion of oil rent extraction in
Russia fluctuated across various tax instru-
ments, including export customs duties.

The highest proportion of oil rent ex-
traction for the MET was observed in 2022,
reaching 57.6%, while for export customs
duties on crude oil, this figure peaked in
2008 at 37.5%.

The MET and export customs duties
are the two main alternatives of capturing
oil rent in the state budget, and the growth
of one revenue source occurs at the ex-
pense of the other.

The dynamics of the share of oil rent
extraction in Russia by specific types of
tax instruments in 2005-2022 are presen-
ted in Figure 4.

The state possesses a substantial tool-
box of instruments for taxing oil rent (see
Figure 4). To evaluate how effectively they
capture oil rent, we analyzed the correla-
tion between the amount of oil rent and
the revenue generated from specific man-
datory payments flowing into Russia’s
consolidated budget. The calculated line-
ar correlation coefficients are presented in
Table 2.

Throughout the entire period, we ob-
served a strong correlation between the
generated rent and its extraction through
rent payments to the budget - the corre-
lation coefficient is 0.9225. This figure re-
mains high regardless of the tax maneu-
ver. The MET for crude oil has a high
correlation with the rent throughout the
entire period, with the correlation coeffi-
cient approaching 1.

Customs duties on crude oil and pe-
troleum products had a close correla-
tion with the rent before the start of the
tax maneuver. After the start of the tax
maneuver, due to the annual reduction in
customs tariff rates, their correlation co-
efficients became negative and have low
values: -0.2155 and -0.2528, respectively.
Thus, we see a decrease in the stability of
the correlation with the tax base of these
two income sources, which previously
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played a key role in regulating Russia’s
external trade.

Excise taxes on petroleum products
had a close correlation with the oil rent
before the start of the tax maneuver. Af-
ter the beginning of the tax maneuver, the
correlation relationship became inverse,
which can be explained by the introduc-

90

tion of a tax cushion, which provides
compensation from the budget for excise
amounts to companies supplying petrole-
um products to the domestic market.

Our analysis indicates that the MET
and export customs duties, which are the
key rent payments, can effectively capture
oil rent in accordance with its fluctuations.
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Figure 4. The proportion of oil rent extraction in Russia by specific types
of tax instruments in 2005-2022, %.

Note: Compiled by the authors based on data from Rosstat and the Treasury of Russia

Table 2. Coefficient of correlation of oil rent with individual rent payments

from 2005 to 2022

For In 2005-2014 Since 2015
Comparable indicator the entire| (before the start | (during the tax

period |of the tax maneuver), maneuver)
Rent payments received 0.9225 0.9846 0.9539
Mineral extraction tax on crude oil 0.9518 0.9773 0.9161
Export customs duties on crude oil -0.2175 0.9702 -0.2155
Export customs duties on petroleum products 0.0257 0.9797 -0.2528
One-time payments for the license 0.0295 03686 ~0.0068

for subsoil use
?nco.me from production-sharing agreements 0.8551 0.8518 0.6211
in oil extraction

Excise taxes on petroleum products -0.4795 0.9594 -0.6122
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However, due to the fact that since
the beginning of the tax maneuver, the
increase in the tax burden created by the
MET did not fully compensate for the re-
duction in the tax burden created by ex-
port customs duties, there was a decline in
oil companies’ rent payments.

The average annual extraction of oil
rent to the budget after the beginning of
the tax maneuver decreased by 31.0 per-
centage points. In the given period, by the
end of 2022, the export customs duty rate
on crude oil had decreased by 10 times
compared to 2011 (when the highest rate
was in effect), and the export customs
duty on gasoline had fallen by 17 times.

In the same period, the rate of the MET
for crude oil increased by only 2.2 times
(from 419 rubles per ton to 919 rubles).
However, it should be noted that there is
a significant difference in the calculation
methods of the MET and export customs
duties, which impedes a full-fledged com-
parison of the changes in the tax burden of
these rent payments to the budget.

4.3. The level of neutrality
in the Russian oil extraction tax system

It is important to ensure the neutrality
of the natural resource rent taxation sys-
tem so that it does not discourage invest-
ments in the extraction and processing of
natural resources.

Figure 5 shows data on the dynamics
of investments in the oil industry in Rus-

sia from 2005 to 2022, in comparison with
the extent of oil rent extraction.

The tax maneuver has led to a reduc-
tion in the investment growth rates for
extracting and processing enterprises.
While for oil extraction companies, after
2014, the average annual growth rates of
investments in fixed capital decreased by
only 0.4 percentage points, for oil refining
companies, this decline was 19.9 percent-
age points. This happened despite the fact
that in this period, oil companies saved
significant funds due to the substantial
reduction in export customs duties on pe-
troleum products.

We can suppose that there are accom-
panying factors that have influenced the
decrease in investments. The shift from
export customs duties to the mineral ex-
traction tax did not prompt taxpayers
to increase investments in expansion or
modernization of their production, de-
spite the reduced tax burden on oil rent.

It can be assumed that after the start of
the tax maneuver, the investment attrac-
tiveness of the oil refining industry de-
creased. In 2005-2014 the average annual
profitability of oil refining enterprises was
18.0%, and after 2015 it fell to 9.0%. With
the onset of the tax maneuver, enterprises
in this industry are compelled to purchase
raw materials (crude oil) at a higher price
due to the increased rate of the mineral ex-
traction tax, which is embedded into the
price of the oil they acquire.
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Figure 5. Comparison of the growth rates of investments in the oil industry
with the extent of oil rent extraction in Russia from 2005 to 2022

Note: Compiled by the authors based on data from Rosstat and the Treasury of Russia
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Our analysis shows that the taxation
model for oil rent emerging as a result
of the tax maneuver is less efficient com-
pared to the previous model that was in
force before 2015. Fiscal and regulatory
functions in rent taxation are enhanced by
extracting oil rent through export customs
duties on oil and petroleum products (the
latter accounted for more than half of the
rent payments). Under a taxation system
that is primarily focused on natural rent,
both overall budgetary rent revenues and
investments tend to decrease.

Unlike the MET, export customs du-
ties do not have a distorting influence on
the production process. They are paid by
the taxpayers not at the stage of extrac-
ting natural resources. Customs duties are
not linked to the production costs of ex-
tracting and processing oil; instead, they
primarily depend on the price dynamics
in the global markets for crude oil.

Payers of export customs duties re-
ceive practically no benefits from the re-
duction in the amount of their payments,
as the burden of payment is effectively
shifted to foreign consumers. They must
pay this surcharge on top of the base
price of the exported goods, as is always
the case with indirect taxes. Therefore,
payers of export customs duties are large-
ly unwilling to seek legal or illegal ways to
reduce these rent payments to the budget.
The funds saved by taxpayers as unpaid
customs duties, calculated during the ex-
port of goods from the country, cannot be
spent on their own needs, unlike the un-
paid amounts of the MET, which compa-
nies retain for their own use.

An advantage of customs duties is
that they are more difficult to conceal from
regulatory authorities (such as the Federal
Customs Service). Since the exporter set-
tles customs duties when the goods cross
the country’s customs border, it becomes
more challenging for them to conceal any
part of the exported products from super-
visory authorities to evade customs duty
payments. Meanwhile, in the case of the
MET, taxpayers have more opportunities
and motives not to report to regulatory
authorities (such as the federal tax service)
the full volume of extracted oil.
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5. Discussion

Our research findings show that a sub-
stantial amount of oil rent, reaching 16 tril-
lion rubles annually, is generated in Russia
during the extraction of natural resources.

To calculate the oil rent generated
in Russia, we developed a methodology
based on the correlation between the in-
come of the oil industry and the total ex-
penses incurred by enterprises in the oil
sector. This way we were able to achieve
the research goal - measuring the extent
of oil rent extraction into the state budget.

A significant portion of the oil rent
generated in the country is transferred to
the state budget through rent payments -
in this process a key role is played by the
MET and export customs duties on crude
oil and petroleum products. Under the na-
tional rent taxation system, a significant
87% of the generated oil rent is directed
into the budget.

Since 2015, Russia has implemented
a tax maneuver, involving the gradual re-
placement of export customs duties by an
increasing share of the MET. As a result,
the tax maneuver has consistently reduced
the level of oil rent extraction into the state
revenue. As of 2022, the share of oil rent
extraction into the budget fell to 56%.

Oil extraction and processing compa-
nies, despite gaining additional income
from the reduction in export customs du-
ties, are unwilling to channel the remai-
ning portion of oil rent into the develop-
ment of their own enterprises. After the
start of the tax maneuver, investments in
fixed capital in these sectors of the econo-
my have declined.

The oil rent generated in the country
depends on the global market conditions
for oil and petroleum products. Consi-
dering that a substantial amount of the
country’s oil is exported, the most effec-
tive method to capture this rent is through
export customs duties. In this case, the
amount of export customs duties is deter-
mined depending on the global market
price of oil. The tax base of the natural re-
source rent tax is a physical quantity - the
amount of extracted oil, measured in tons.
As for the adjustment coefficient applied
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to calculate the rate of the natural resource
rent tax based on the measurement of glo-
bal prices for Urals crude oil, it can only to
some extent capture the dynamics of price
trends in the global commodity markets.

As a result, the oil differential rent I,
governed by market mechanisms, cannot
be entirely captured in the budget through
MET, as its calculation prioritizes natural
elements over price factors. Therefore, in
contrast to customs duties, the MET can
only partially capture the excess profit
arising from the difference between oil
prices in external markets and the costs of
its extraction through a price-adjustment
coefficient.

The tax maneuver in Russia was not
entirely harmonized with the economic
and political factors related to the integra-
tion of the Russian economy with other
EAEU countries. Establishing a unified
customs space is intended to facilitate
smoother trade between EAEU members
by removing customs and tariff regula-
tion measures. Therefore, export customs
duties should not be applied to deliveries
of crude oil from Russia to other EAEU
countries. These countries, in turn, import
this oil from Russia, process it in their oil
refineries, and export it to other countries.
As a result, some portion of the oil rent
generated in Russia is extracted as income
in the other EAEU countries.

However, the transition from export
customs duties to the MET has been det-
rimental to the quality of rent taxation, re-
sulting in decreased budget revenues.

In these conditions, in our view, it is
more practical to abandon the tax maneu-
ver and reintroduce export customs du-
ties on oil and petroleum products. At the
same time, it is necessary to adjust the pre-
viously applied taxation model, based on
the parity between export customs duties
and the MET, to the customs regulations
within the Eurasian Economic Union.

For exports of oil products to non-
EAEU countries, it is recommended to
apply export customs duties at rates that
were in effect before the start of the tax
maneuver. However, these rates should
be adjusted to align with the current oil
prices in the global markets. It is also ad-
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visable to decrease the MET rates to the
pre-2015 level. To reduce the outflow of
Russian oil rent to the EAEU countries, it
would make sense to introduce additio-
nal rent payments for the supply of crude
oil from Russia to EAEU countries, such
as a special licensing fee or royalty pay-
ment. In our view, these changes will help
enhance the quality of oil rent extraction
in Russia and, in general, taxation of the
country’s oil industry.

Our analysis confirmed the initial re-
search hypothesis about the inefficiency
of the tax maneuver implemented in Rus-
sia, aimed at reducing export customs
duties on crude oil and petroleum pro-
ducts. In recent years, the fiscal role of
rent payments has been decreasing, and
their regulatory potential to encourage
taxpayers to make investment contribu-
tions is also weakening.

The lower efficiency of the MET in
capturing oil rent compared to export
customs duties is explained by the diffe-
rence in the nature of taxation through di-
rect and indirect taxes on the same object
(oil). In the case of the direct tax (mine-
ral extraction tax), taxpayers are inclined
to seek ways to reduce mandatory pay-
ments. This inclination is lower among
indirect taxpayers (that is, those who pay
export customs duties) as export customs
duties shift the tax burden onto consu-
mers of these goods.

Even though the MET and export cus-
toms duties share the same taxable object,
there are certain differences in the tax base
of these two tax instruments. For the MET,
the tax base is the quantity of extracted
minerals, i.e., a natural indicator, whereas
for the export customs duty, the tax base
is the value of the exported oil. Oil rent re-
sulting from disparities in price levels and
production costs in domestic and global
markets is best captured through export
customs duties.

Our findings agree with the previ-
ous research, which has identified simi-
lar drawbacks of the MET in taxing oil
extraction. For example, Alexeev & Cher-
nyavsky [34] found that after this tax was
introduced in Russia in 2002, it failed to
contribute to economic growth in oil-pro-
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ducing regions. Shatalov et al. [35] also
highlighted the drawbacks of this mea-
sure in taxing oil rent.

Our research has the following limi-
tation: when it comes to taxing extractive
industries, including oil, primarily orien-
ted towards export, the MET falls short in
capturing natural rent for the budget com-
pared to export customs duties. However,
if we look at the system of taxing minerals
that are mostly consumed inside the coun-
try, there is no viable alternative to the
MET in capturing natural rent.

6. Conclusion

Countries, such as Russia, endowed
with substantial oil reserves, have the
opportunity to gain oil rent through the
extraction and processing of this valuable
resource. It is advisable to withdraw a sig-
nificant portion of the oil rent generated in
the country into the budget and redistri-
bute it for the needs of the entire state.

Importantly, tax instruments for ex-
tracting oil rent should be neutral to the
production process; they should not dis-
courage production development and in-
vestment.

The existing tax instruments vary in
their ability to withdraw oil rent into the
state budget.

The purpose of this study is to iden-
tify the most effective method of extrac-

ting oil rent in Russia. We developed
a methodology based on calculating the
difference between the income generated
by the Russian oil industry and the sum
of expenses incurred by oil companies to
achieve this goal.

We conducted a thorough analysis of
all tax instruments employed in Russia
for extracting oil rent from 2005 to 2022,
with a focus on key elements such as the
mineral extraction tax applied to oil pro-
duction and export customs duties on
crude oil and petroleum products.

Our results confirmed the initial hy-
pothesis that export customs duties are
a more effective tool for extracting oil rent
compared to the MET. Export customs du-
ties increase the extent of oil rent extrac-
tion into the budget while exerting less
distorting influence on the production ac-
tivities of companies and their willingness
to make investments.

Our research holds practical signifi-
cance for tax policy-makers while its theo-
retical significance lies in the development
of a methodology for measuring oil rent
and the analysis of tax instruments used
for its extraction into the budget.

Subsequent research will be directed
towards finding ways to further improve
the taxation of oil rent and developing new
approaches to taxing the supply of crude
oil from Russia to the EAEU countries.
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