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Abstract. The subject is the economic relations that arise between the state and mining
companies regarding the redistribution of excess (windfall) profits — the financial result
obtained as a result of changes in quotations in the commodity markets and differs from
the average in recent years. The goal is to identify and qualitatively characterize the risks
of using chaotic non-tax measures to withdraw excess profits from mining companies
and substantiate approaches to taxing such excess profits aimed at stimulating private
investment and innovation. Theoretical base — the works of domestic and foreign scientists.
Empirical — statistical data, national and foreign legal documents regulating the practice of
redistributing the excess profits of companies. The article analyzes scientific approaches
to the problem of windfall profits taxes. The analysis of practical measures used once in
Russia and abroad for the withdrawal of excess profits of companies is carried out. The
diagnostics and qualitative characteristics of the tax and investment risks of the state and
mining companies as a result of such measures were carried out. The author’s conceptual
approach to the mobilization of excess profits with the help of a tax mechanism that operates
on an ongoing basis and a stable legislative framework is theoretically substantiated. It
also substantiates the need for a set of tax incentives to provide incentives for mining
companies to invest excess profits in the creation of innovations, technologies, maintaining
the added value of extracted raw materials within the country, social and infrastructure
projects, which will serve long-term sustainable growth and development of the national
economy. Methods of synthesis, complex and functional analysis, economic-mathematical,
statistical, financial modeling methods are used.
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AHHoTaums. /Ipedmem — SXOHOMUUYECKUE OTHOLIEHHSI, BOSHUKAIOILIE MEKAY TOCYIapCTBOM
1 TOOBIBAIOIIMMH KOMITAHHSIMU 110 TIOBOXY IepepacIpeIeIICHIsT CBEPXIIPUOBIIN —
(MHAHCOBOTO pe3ybTaTa, MOTYYSHHOTO TPU W3MEHEHIH KOTHPOBOK Ha CHIPHEBBIX PHIHKAX
Y OTJIMYAIOIIETOCs OT CPEAHEro MoKa3aTels 3a MOoCJeIHUEe To/ibl. []ens — BblIeIeHUE
Y KaueCTBEHHAs XapaKTePUCTUKA PUCKOB IPUMEHEHUSI XaOTUYHBIX HEHAJIOTOBBIX
Mep 10 U3BSITHIO CBEPXIIPUOBUIN JOOBIBAIOIINX KOMIIAHUHA H 000CHOBaHHE ITOIX0I0B
K HAJIOTOOOJIOKEHHIO TAKOH CBEPXITPUOBLIH, HAIIEJICHHBIX Ha CTUMYIAPOBAHUE YaCTHBIX
WHBECTHINH 1 nHHOBaui. TeopeTndeckas 6a3a — TPyIbl OTCUSCTBEHHBIX U 3apyOSIKHBIX
YYICHBIX. OMITUPUYECKAs — CTATUCTHYCCKUE JaHHBIC, HAIMOHATHHBIC U 3apyOeiKHBIC
MIPaBOBEIC JOKYMEHTHI, peIIaMEHTHPYIOIIHE PAKTHKY IIePePacIPEACIICHUS CBEPXIPHOBLTH
KOMITaHU#. B cTaThe mpoBeeH aHalin3 HAyIHBIX TTOJX0I0B K IIPOOIeMe HaIOTO00I0KEHHS
CBepXNIpHObUTH. BHITOHEH aHAIN3 TPAKTHICCKUX MEp, IPUMEHIEMBIX OTHOPa30BO
B Poccun 1 3a pyOexoM [UIst U3BATHS CBEpXITPpUOBLTH KoMIaHuid. [IpoBeeHa qrarnocTrika
1 Ka4eCTBEHHAsI XapaKTePUCTUKA HAJIOTOBbIX U HHBECTULMOHHBIX PUCKOB rocyapcTBa
1 TOOBIBAIOIIMX KOMITAaHUH BCIISACTBIE TOTOOHBIX Mep. Teopernueck 000CHOBAaH aBTOPCKUH
KOHIIENITYaJIbHBIN MTOIX0A K MOOWIIM3AIIUN CBEPXIIPHUOBLIN C TOMOIIBI0 HAJIOTOBOTO
MEXaHHM3Ma, TEUCTBYIONIETO Ha IOCTOSHHON OCHOBE U CTaOMIBHOM 3aKOHOIATENBHOI 0ase.
O0bocHOBaHA TaKKe HEOOXOAUMOCTb HHCTPYMEHTAPHS HAOTOBBIX JIBIOT JUTST 00€CIICUCHIIS
CTUMYJIOB JOOBIBAIOIINX KOMIIAHUH K HHBECTHPOBAHHIO CBEPXIIPUOBLIN B CO3/IaHUE
WHHOBAIUH, TEXHOJOTHH, COXpAaHCHHE NOOABICHHOW CTOMMOCTH TOOBIBAEMOTO CHIPhS
BHYTPH CTPAHBI, COIHAIFHO-UH(PACTPYKTYPHBIC TIPOCKTHI, UTO MOCIY)KUT JTOITOCPOTHOMY
YCTOWYMBOMY POCTY M Pa3BUTHIO HALIMOHAJIBHOW SKOHOMUKHU. VCIIONb30BaHbl METO/IbI
CHHTE3a, KOMIUIEKCHOTO U (pYHKIIMOHAIBFHOTO aHAIN3a, SKOHOMHUKO-MaTeMaTHIeCKHE,
CTaTUCTUIECKUE METONBI (PITHAHCOBOTO MOJICTIHPOBAHHS.

KnaroueBble cjioBa: HAIOTOBas MOJMTHKA, HAJIOT HAa CBEPXIIPUOBLIB, IOOBIBAIOIINE
KOMITaHWUH, HaJIOT Ha nodasieHHbId noxon (H//T), moOpoBombHBIN B3HOC B OIOIKET.

Hayunas cnieunansHocTh: 5.4.4. CounanbHas CTPYKTypa, COLMaIbHbIe HHCTUTYTHI
Y TIpoLIecChl (COLMONIOTHYECKHEe HayKH); 5.2.4. DUHAHCHI — HAJIOTOBAs MOJIUTHKA.

Lutnposanne: [Tonexaposa JI. B., I'yces [I. C. CBepXnpHOBUIL POCCHICKUX KOMITAHUI: HAJIOTO0OI0KEHHE
VS T0OPOBOJIBHBIN B3HOC B OrOKeT. JKypH. Cub. ¢ghedep. yn-ma. [ ymanumapnuvle nayku, 2024, 17(3),
528-539. EDN: MFEDRZ
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Introduction

According to the results of 2021, when the
exchange quotations of the main commodities
reached their maximum values, Russian min-
ing and energy companies received a financial
result that is several times different from the
average for the last 4 years — excess profit!.

The redistribution of excess profits re-
ceived by mining companies as a result of
changes in quotations on the commodity mar-
kets can become one of the possible instru-
ments for financing the accelerated techno-
logical development of the national economy,
which can be carried out with the help of addi-
tional taxation of excess profits. In the mean-
time, commodity companies, having earned on
the market situation, are ready to pay dividends
several times higher than the average values
over the past 5 years, or, against the backdrop
of the geopolitical situation, completely aban-
don the distribution of profits.

In Russia, there is no unified practical ap-
proach to taxing the excess profits of mining
companies. Over the past 5 years, there have
been more and more attempts to introduce
mechanisms for mobilizing excess profits of
companies in the interests of the state, which
are more like a withdrawal, rather than taxation
of financial results, are targeted and temporary,
and do not contribute to stabilizing the tax and
investment climate in the country.

The purpose of the article is to identify
and qualitatively characterize the risks of using
chaotic measures to withdraw excess profits
from mining companies and to substantiate ap-
proaches to taxing such excess profits, aimed at
stimulating private investment and innovation.

The theoretical basis is the works of do-
mestic and foreign scientists. Empirical — statis-
tical data, national and foreign legal documents
that regulate the practice of redistributing the
excess profits of companies.

The article carried out diagnostics and
qualitative characteristics of the risks of the
state and mining companies due to one-time
non-tax measures to mobilize excess profits of
companies to the state. The author’s conceptual
approach to the formation of a tax mechanism

' In the article, the concepts of «windfall profity, «excess
profit» and «superprofit» are used as equivalent

for the redistribution of superprofits on an on-
going basis and a stable legislative framework,
which levels tax risks and provides incentives
for private investment activity, is theoretically
substantiated.

Methods of synthesis, complex and func-
tional analysis, economic-mathematical, sta-
tistical, financial modeling methods and others
were used.

1. Background

The highlighted problem of additional
taxation of excess profits of mining companies
is not new in domestic and foreign scientif-
ic literature. Many studies have been carried
out, various opinions have been expressed by
such domestic scientists as S. Yu. Glaziev,
D.S. Lvov, V.G. Panskov. Taxation of any in-
dustry is an instrument of financial regulation
of financial and economic relations by the state
(Panskov, 2019). Supporters of different views
on the problem of tax regulation of the econo-
my agree that fiscal policy should be focused
on the development of all types of high-tech
and innovative activities (Glazyev, 2022). As
part of the topic of creating an instrument for
taxing the excess profits of mining companies,
one cannot but recall the words of the outstand-
ing economist, academician, D.S. Lvov on the
leading role of the state in regulating the econ-
omy (Lvov, 2004).

V.G. Panskov writes that one of the
problems of the Russian tax system is the
lack of a unified approach in the country to
building a unified universal taxation system
for the use and sale of natural resources,
which could ensure the efficient and fair dis-
tribution of rental income in the form of a tax
(Panskov, 2018).

One of the tools of such a system
V.G. Panskov sees a single tax on added in-
come (UTD) for mining companies, replacing
the excise tax and the MET. The tax base for
AIT will be the financial result of the extraction
of natural raw materials (Panskov, 2018).

In the article by O. V. Pavlinova (Pavlino-
va, 2014) states that the most advanced meth-
ods of withdrawing income and excess prof-
its are the creation of a flexible and adaptive
taxation system, the transition from an excise
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taxation system for oil and gas revenues to a
taxation system for financial results.

E.I. Belyakova, A.K. Modenov (Belya-
kova, Modenov, 2019) consider tax methods
to stimulate investment and innovation as the
most effective methods.

V.B. Dubkova (2014) proposes to impose
a special tax on only that part of the profit that
exceeds the limits of the average rate of return.
The scientist notes the need to separate the ex-
cess profits received as a result of increasing
labor productivity.

A study of the problem of temporary mea-
sures to tax the excess profits of companies,
undertaken at the RSPP, led experts to the con-
clusion that “the trend towards a chaotic and
“creeping” increase in the fiscal burden must
be stopped”?.

Many foreign politicians and economists
who criticize the problems of income inequal-
ity in society advocate the introduction of an
excess profit tax or progressive taxation as a
way to reduce the difference in wealth. The
supporters of free enterprise and laissez-faire

2 Experts called the risks for the budget due to the increased
burden on the business. RBC. 10.26.2022. URL: https://www.
rbe.ru/economics/26/10/2022/6357cc4a9a7947c03ctaaa97
(accessed on 26.10.2022)

in the economy taxes on excess profits are not
popular. They believe that such taxes reduce la-
bor productivity and the desire of businesses to
make a profit?.

Thus, the scientific community supports
the idea of a unified approach to the taxation
of excess profits, both in general and for indi-
vidual mining companies. Experts note that
tax rules should be stable in the long term and
be clear to all market participants. They sub-
stantiate the need to separate the excess profits
received as a result of macroeconomic fluctua-
tions and the excess profits received as a result
of production growth.

2. Methodology

2.1. A study of the Russian practice
of mobilizing the excess profits

of mining companies to the budget

At the end of 2021, exchange quotations
of major commodities such as oil, gas, copper,
steel, aluminum, and nickel reached their max-
imum values (Fig. 1).

3 Excess Profits Tax. Investopedia.URL: https://www.in-
vestopedia.com/terms/e/excess-profits-tax.asp#citation-1 (ac-
cessed on 12.03.2023)
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Fig. 1. Change in price quotations for oil, aluminum, steel, nickel, gas in 2016-2022
Source: authors on*

* Database of the brokerage and information agency Investing. URL: https://ru.investing.com (accessed on 15.04.2023)
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The prerequisite for this was the recovery
of the global economy from the consequences
of COVID 19, as well as the instability of world
quotations for commodities due to sanctions
pressure on Russia from unfriendly countries
(Bogachov, 2022). As a result, Russian mining
and energy companies have received a finan-
cial result that is many times different from the
average for the last 4 years — excess profit (Ta-
ble 1).

The problem of finding mechanisms to re-
distribute the excess profits of mining compa-
nies has been particularly acute in the last 2-3
years. In mid-2021, the Government of the Rus-
sian Federation was forced to urgently discuss
with metallurgical companies tools for possible
replenishment of the budget by withdrawing
the excess profits they received, which, accord-
ing to experts, as a result of the then situation,
hundreds of billions of rubles were underpaid
to the state budget*.

One of the problems of mining compa-
nies was the distribution of such excess prof-
its in the absence of a legislatively established
mechanism for its taxation. Thus, based on the
results of 2021, the Board of Directors of Gaz-

* Belousov said that metallurgists should return 100 billion
rubles to the budget. TASS. 31.05.2021. URL: https://tass.ru/
ekonomika/11513979 (accessed on 31.05.2021)

prom recommended dividends in the amount
of 52.53 rubles for payment per share, which
is more than 4 times the average amount in re-
cent years. The Ministry of Finance of Russia
promptly developed amendments to the Tax
Code of the Russian Federation in response,
as a result of which Gazprom paid about 460
billion rubles to the budget in August 2022 as
conditional mineral extraction tax (MET)>.
Today, against the backdrop of high vola-
tility in energy prices, the Government of the
country is once again discussing the issue of
withdrawing and redistributing excess profits
from extractive energy companies (Bogachov,
2022). So, in the draft budget for 2023-2025
it is planned to withdraw part of the windfall
profits from the commodity business through
an increase in the fiscal burden. According to
the developed amendments to the Tax Code of
the Russian Federation, the income tax rate for
producers of liquefied natural gas (LNG) in
2023-2025 will grow from the current 20 %
to 34 %, of which 17 % will go to the federal
budget and another 17 % to the regional bud-
get. The measure will apply to companies that
have exported at least one batch of LNG by

> Gazprom to pay record dividends and start paying mineral
extraction tax. Interfax. 24.10.2022. URL: https://www.inter-
fax.ru/business/869161 (accessed on 24.10.2022)

Table 1. Profit of mining companies in 2018-2021

Company Industry Currency and fre- 2021 2020 2019 2018
quency of reporting
USS million 4074 1016 1766 2051
Severstal Metallurgy
yly 301 % -42 % -14 % -
USS$ million 5036 1236 1339 2238
NLMC Metallurgy
yly 307 % -8 % -40 % -
USS$ million 3118 603 850 1315
MMC Metallurgy
yly 417 % -29 % -35% -
. US$ million 883000 132000 708000 549000
Rosneft Oil and gas
yly 569 % -81 % 29 % -
. US$ million 2093 071 135341 1202 887 1456 270
Gazprom Oil and gas
yly 1447 % -89 % -17 % -
L US$ million 166 867 119175 124182 28222
Polyus Zoloto | Gold mining
yly 40 % -4 % 340 % -

Source: authors on*

" Database of the brokerage and information agency Investing. URL: https://ru.investing.com_(accessed on15.04.2023)
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December 31, 2022, i.e. it will not affect new
projects. It is expected that such a measure will
bring to the budget up to 300 billion rubles ad-
ditionally®.

According to the amendments to the Tax
Code of the Russian Federation, from January
1, 2023, additional deductions for the mineral
extraction tax on gas for Gazprom were also
introduced, which will amount to 50 billion
rubles a month. As a result, the budget will
receive 600 billion rubles each per year from
2023 to 2025. Since mid-2022, Gazprom has
been making additional payments to the bud-
get for the MET on gas, which are estimated at
1.25 trillion rubles in the period from Septem-
ber 1 to November 30, 2022.

Changing the MET rates as the main
mechanism for the withdrawal and redistribu-
tion of excess profits of companies carries a
number of risks for both taxpaying companies
and the state, while the rejection of the MET
in the current conditions is impossible, but in
principle does not contradict the possible in-
troduction of a tax on excess profits. A clear
advantage of the current MET system is that
this type of taxation, in fact, sets the lower bar
for budget revenues per unit of minerals sold
by companies. At the same time, the withdraw-
al of excess profits through this tax is delayed
and requires a high level of flexibility from the
government and tax authorities.

In 2023, the initiative of a one-time vol-
untary contribution to the budget, which com-
panies are required to make to fill the budget
deficit and achieve the short-term goals of the
government, moved into the final discussion
phase. Its payers are companies whose profits
exceeded 1 billion rubles at the end of 2022.
Mining companies were excluded from the
list of payers, since they have other methods
for withdrawing excess profits for the period.
A contribution no later than January 28, 2024
will be paid by companies in the industrial
sector (excluding agriculture) in the amount of
10 % of the excess profit for 2021-2022 over the
same indicator for 2018-2019. Or in the amount

¢ The State Duma adopted a law on tax increases in 2023-2025
for the oil and gas sector. Vedomosti. 10.11.2022. URL: https://
www.vedomosti.ru/business/articles/2022/11/10/949769-
zakon-roste-nalogov_(accessed on 10.11.2022)

of 5 % if the security deposit is transferred be-
fore November 30, 20237.

It is important to note the fact that these
contributions do not fall under the definition of
a tax, and the fundamental elements of a tax are
absent. The issues of legal and economic sub-
stantiation of such one-time measures, which
are more typical for a command economy than
a market economy, also deserve a separate crit-
ical assessment.

At the same time, in Russia, since 2019,
a stable system of taxation of excess profits of
oil producing companies has been applied to a
limited extent, but successfully — a tax regime
in which tax is levied on the financial result of
hydrocarbon production — additional income
tax (AIT)3. Its goal is to encourage companies
to extract from depleted fields and invest in the
development of new wells. Unfortunately, we
are not talking about a comprehensive system
of incentives aimed at investing in creating the
added value of extracted raw materials.

Thus, the measures currently used in Rus-
sia to withdraw excess profits from extractive
companies in certain industries are mostly
non-tax, unsystematic, and sometimes even
non-market. Or they are withdrawn through
the MET mechanism. The experience of AIT,
aimed at taxing the financial result of the ex-
traction of fossil raw materials, requires im-
provement and wider application in industries.

3.2. Foreign experience
of windfall profits tax

In foreign practice, the idea of applying a
tax on excess profits of companies is also rele-
vant. At various periods of history, the excess
profit tax was introduced in the USA, Germa-
ny, Great Britain, Scandinavian countries. His-
torically, such a tax was considered solely as
a means of additional financing of the budget
during wars and economic crises. Thus, the
US Congress introduced the first tax on ex-

7 The government supported the bill on excess profits tax.
RBC. 13.06.2023. URL: https:/finance.mail.ru/2023-06—
13/pravitelstvo-podderzhalo-zakonoproekt-o-naloge-na-
sverhpribyl-56609965/ (accessed on 13.06.2023)

8 Tax Code of the Russian Federation. Chapter 25.4. Tax
on additional income from hydrocarbon production. URL:
http://nalog.garant.ru/fns/nk/6e¢2c2681{f66580b40b7b-
d563a517453/ (accessed on 19.04.2023)

-533 -



Lyudmila V. Polezharova and Dmitry S. Gusev. Windfall Profits of Russian Companies: Taxation vs Voluntary...

cess profits at the end of the First World War in
1917 with rates of 20—60 % for all enterprises.
(Hodge, 2022); (Otto, 2018); (Baker, 2018).

During the COVID-19 epidemic in
2020-2021. Economists Gabriel Zucman and
Emmanuel Saez (Hodge, 2022) have pro-
posed an excess profits tax on companies that
benefited from the effects of the outbreak and
government-imposed restrictions on public
health.

In 2022, rising energy prices forced the
governments of a number of EU countries and
the UK to take urgent measures to mitigate the
consequences of increased energy costs. There
have been discussions in a number of European
countries about capturing excess profits from
energy companies through additional taxation
(Celani, 2022); (Baunsgaard, 2022); (Muresia-

nu, 2022). The measures were also mostly tem-
porary, but the legislation of European coun-
tries generally provides for the introduction of
increased taxes and a system of benefits, which
indicates attempts to systematize this type of
taxation (Baunsgaard, 2022). Table 2 provides
a brief overview of the main measures to take
energy companies’ windfall profits in 2022 in
developed countries.

At the same time, in many EU countries,
progressive rates of income tax and personal
income tax are on a permanent basis, regard-
less of their type of activity. The temporary and
flexible nature of the taxation of profits of oil
and gas companies operates in the UK — at dif-
ferent times in this country up to 90 % of their
profits are withdrawn. Kazakhstan has an ad-
ditional flexible tax rate on excess profits on a

Table 2. Windfall profits tax of mining companies in developed countries

State

Measures taken

Result

Spain

1) Electricity suppliers return to the Spanish power supply system an
amount proportional to the increase in income received by these sup-
pliers as a result of the inclusion of the price of natural gas in electric-
ity prices. Applies to all companies in Spain.

2) Temporary tax of 1.2 % for major companies in the gas, oil and
electricity sectors

Failed to achieve the goal
of reducing the rate of
growth in energy prices

Italy

The increased tax applies to the difference between the value added
for the period from October 1, 2021 to April 30, 2022 and the value
added for the period from October 1, 2020 to April 30, 2021 and is
charged at a rate of 25 %. The tax is non-deductible for income tax
purposes and represents a real cost to eligible taxpayers. Applies to
companies in the Italian energy sector

Tax revenues are low-

er than expected.

Despite a number of mea-
sures, energy consumers
were the final payer. Tax
measures challenged in court

Great
Britain

The increased tax levies an additional 25 % on profits (on top of the
permanent taxes imposed in the UK on oil and gas companies), bring-
ing the total effective tax rate on such profits to 65 %. The legislation
provides for an increased benefit for the reinvestment of profits

The tax is aimed at reducing
prices for end consum-

ers and financing budget
expenditures to compensate
for high energy prices

USA

The introduction of an additional 21 % tax on excess profits of oil and
gas companies with an annual income of more than $ 1 billion is being
discussed. The excess profit will be calculated by subtracting the nor-
mal profit (10 % return on expenses) from the current profit

The discussion of the
bill caused consider-
able controversy

Norway

Special industry tax for companies producing oil and gas — 50 % of
net profit. Only profits from paid off deposits are taxed. Income from
such a tax is directed to the reserve and pension funds of the country.

The tax is permanent,
the country's pension
and reserve fund is the
largest in the world

Source: authors on* and on (Celani, 2022); (Baunsgaard, 2022); (Muresianu, 2022)

* Windfall profit taxes — do they work? Freshfields Bruckhaus Deringer. URL: https://www.freshfields.com/en-gb/our-thinking/
knowledge/briefing/2022/06/windfall-profit-taxes — do-they-work/ (accessed on 22.04.2023)
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permanent basis, withholding up to 60 % of the
profits of oil and gas companies (Celani, 2022).

After analyzing the world practice, we
come to the conclusion that the excess profit tax
is mainly a temporary measure by which gov-
ernments solve the problems of covering the
budget deficit, compensating the population’s
expenses due to jumps in the commodity (en-
ergy) markets. In some countries specializing
in the extraction of minerals, there are special
tax conditions for mining companies on an on-
going basis. A solid legislative framework has
been created here for the withdrawal of wind-
fall profits from companies that have received
additional benefits as a result of changing mar-
ket conditions.

3. Results
3.1. Economic risks of non-tax methods
of withdrawing excess profits

State measures to withdraw excess profits
from mining companies, which are of a non-
tax, emergency and temporary nature, carry
risks both for the state and for businesses in

the primary industries, the main of which are
shown in Fig. 2.

For the state, these measures are aimed at
solving the problem of replenishing shortfalls
in budget revenues and do not solve the problem
of effectively redistributing the excess profits of
mining companies in the interests of the long-
term development of the national economy
(Eskindarov, 2022). The focus of the measures
taken on financing the current budget expendi-
tures in the event that oil and gas companies do
not receive the planned profit volumes creates
an additional risk for the state associated with
an increase in the current budget deficit. This
policy is contrary to the idea of withdrawing
the excess profits of mining companies in the
interests of accelerating the development of the
economy, since budget revenues from the intro-
duction of temporary measures are not current-
ly used to finance economic growth.

The government once again “plants” the
budget for single injections from mining com-
panies. A possible consequence is an increase
in the risk of growth in the budget deficit in

Risks of non-systemic measures

to withdraw excess profits of

companies

- Allocation of one-time receipts to finance
current expenses

- Lack of funding sources for additional
national development projects

- Contradiction with the idea of withdrawing
the excess profits of mining companies in the
interests of accelerating the development of the
national economy

- Increasing dependence on market conditions
- Deterioration of the tax climate in the country
and decrease in investment

- Loss of part of tax revenues due to the
withdrawal of excess profits

- Lack of planning for the possible spending of
excess profits

- Increasing the budget deficit

/

Business

- Lack of a basis for strategic planning of
dividend and investment policies

- An additional factor of instability in the face
of sanctions

- Uncertainty about the future of the industry

- Revision of investment programs and the
timing of their implementation

- Lack of drivers for the development of
vertical integration

- Lack of incentives to develop projects with
long investment and production cycles

- Exit of investors from industries with an
unstable tax background

/

Fig. 2. Risks of non-systemic measures to withdraw excess profits from companies
Source: authors
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Table 3. Results of correlation analysis of market quotes for 2016-2022 for some commodities

Product Steel Aluminum Nickel Gas Oil
Steel 1 - - - -
Aluminum 0,80 1 - - -
Nickel 0,62 0,79 1 - -
Gas 0,49 0,67 0,74 1 -
Oil 0,59 0,82 0,79 0,78 1

Source: authors

unfavorable market conditions. As a result of
the correlation analysis of market quotations
for 6 years from 2016 to 2022 (Table 3), for
some commodities, it was revealed that quo-
tations have a strong positive correlation. This
suggests that the dependence of the budget on
the market excess profits of mining and raw
materials companies carries significant and
interrelated market risks: quotations generally
move in the same direction, and in the medi-
um term, a fall in, for example, oil prices will
be interconnected with a fall in prices for oth-
er minerals and commodities. Consequently,
the Russian budget, tied to the super-income
of these industries, ceteris paribus, will face a
significant deficit.

The instability of the tax policy towards
extractive companies creates risks for inves-
tors, which in the long term can lead to the
problem of underinvestment in the extractive
industries and cause shortages in the markets.

Chaotic measures of tax-free withdrawal
of excess profits generally limit the planning
horizon. They introduce additional risks and
uncertainty for mining companies, which are
already forced to adapt to anti-Russian sanc-
tions and restrictions. Taxpayers face risks and
challenges when trying to develop strategic
scenarios for the development of the company
for several years ahead. As a result of unsys-
tematic government measures to withdraw ex-
cess profits, companies are once again forced
to revise investment programs and the timing
of their implementation, to withdraw their sav-
ings into more stable assets. As a result, the
value of their shares in the financial market and
the capitalization of the Russian financial mar-
ket as a whole are decreasing.

In the issue of investing super profits, you
can see that most companies are not focused on
vertical growth and diversification of activities.
They do not try to create added value of the
extracted raw materials, but invest in horizon-
tal growth, in the development and discovery
of new deposits. They prefer short-term forms
of distribution of excess profits between own-
ers in the form of dividends. A significant part
of the extracted minerals is exported abroad
and then returned to the country in the form
of high-tech products with high added value
(Gudkova, 2020). One-time withdrawal of ex-
cess profits by the state without a system of tax
benefits does not create incentives for the de-
velopment of private investment initiative.

3.2. Development of an approach
to the taxation of excess profits

The use of tax instruments by the state
is part of the ongoing fiscal policy. In this
regard, the problem of using taxation for
economic growth remains relevant. Synthe-
sizing the views of scientists of the Keynesian-
neoclassical direction, one can get the follow-
ing solution to the identified problem: “during
a recession, the question of stimulating fiscal
policy arises on the agenda”, which includes
“an increase in government spending, tax cuts,
or a combination of the above” (McConnell,
1992); (De Sismondi, 1897). According to the
views of P. Samuelson (Samuelson, 1993), op-
tions for the fiscal policy of the state are devel-
oped in order to conduct a rational income poli-
¢y, which is interconnected with the problem of
stabilization and economic growth.

J.Y. Stiglitz (Stiglitz, 1987) points out “the
need for timely action to change taxation” and
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also notes that “the authorities implementing
fiscal and monetary policy resist the “prevail-
ing economic winds” and thereby help ensure
favorable economic environment in which the
dynamic forces of private initiative can have
the widest scope for their actions.

Developing approaches to the taxation of
excess profits of mining companies in Russia,
the authors rely on the theoretical postulates of
the Keynesian neoclassical school.

One of the most important tasks of the
state tax policy in Russia is to ensure stable
tax conditions for business entities (Gurnak,
2023). Both the state and taxpayers are inter-
ested in creating such a system of tax relations,
in which the mechanism for the redistribution
of excess profits will be stable, transparent and
understandable. In this case, taxpayers will be
able to focus on specific tax conditions and
risks, and build their tax and investment pol-
icies on a long-term basis (Shumyatsky, 2018).
It is necessary to create such a tax environment
that will encourage mining companies to invest

excess profits in the national economy, develop
innovations, creating conditions for long-term
growth of the national economy. Including
through the provision of tax incentives and
incentives (UNCTAD, 2022). Additional tax
revenues of the budget as a result of favorable
market conditions should be used to finance
projects for the accelerated technological de-
velopment of the national economy.

Based on the conducted research, the au-
thor’s conceptual approach to the taxation of
excess profits of mining companies is pro-
posed, the main elements of which are present-
ed in Fig. 3.

Achieving the goals of stimulating long-
term innovative and sustainable growth of
both the mining companies themselves and
the Russian economy as a whole will be
served by a universal and stable mechanism
for taxing the excess profits of mining compa-
nies (Goncharenko, 2022). Such a mechanism
is seen as two-vector, combining the actual
tax withdrawal of excess profits, as well as

Tasks:

*  Tasks of strategic development of economic sectors;

*  Tasks for the long-term development of mining companies;

*  Tasks of the tactical level both for the economy as a whole and
for individual mining companies

Tax Methods for
Withdrawing
Surplus Profits of
Mining Companies
Received as a
Result of
Fluctuations in
Exchange Prices for
Raw Materials

Purpose: development of a
systematic long-term approach
to the tax redistribution of

excess profits of mining
companies, using methods of tax
incentives

Results:

For the state - the creation
of additional sources of
financing for strategic
projects

For business: clear long-
term tax rules; additional
incentives for investing in
long-term strategic projects

*  Stimulating fiscal policy;
* Rational use of income;

Theoretical base - the ideas of the Keynesian-neoclassical school:

*  Stabilization and growth of the economy

Fig. 3. The concept of taxation of excess profits of mining companies

Source: authors
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stimulating the technological development of
Russian companies through benefits. Such a
mechanism will effectively redistribute the
financial resources coming from the sale of
commodities and simulate the investment ini-
tiative of private investors.

One of the main issues in the introduction
of the tax mechanism for the withdrawal of ex-
cess profits of mining companies is the defini-
tion of the size and concept of excess profits. In
the article by V.G. Panskov, additional income
is the part of income that exceeds the propor-
tional growth of investment (Panskov, 2018). In
other sources, it is noted that excess profit is
considered to be the excess of the growth rate
of profit over the growth rate of cost.

It seems the most logical is the approach
of the Russian financial and economic depart-
ments discussed above, which, under super-
profits, refers to the profit received as a result
of the deviation of prices on world exchanges
from average indicators. This approach pro-
vides exemption from additional taxation of
that part of the profit that is received, for exam-
ple, from increasing labor productivity.

For further study of the problem, a number
of questions remain open, among which are: the
size of the tax rate, which is optimal and will
ensure the operation of the planned tax mecha-
nism; a set of tax benefits and control over their
application; directions for spending additional
budget revenues (creating special trust funds or
directing income from such a tax to the NWF).

Conclusion

Summarizing the above, we note the need
to introduce in Russia a mechanism for addi-
tional taxation of excess profits of mining com-
panies, which was received as a result of the
deviation of prices on world exchanges from
the average due to changes in market con-
ditions. Such a mechanism should include a
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