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MECHANISMS OF NATURAL RESOURCE REVENUES AND 
1

ECOLOGICAL BALANCE

CeyhunHajiyev , . 
,

Azerbaijan State Economic (Jniversillt, Aro16o,ro, ',

c eyhun. g.. hac iyev@gmail. c o m

ABSTRACT , .i , .

Economists and politicians in nxany countries predict the collapse o.f trhe'gconomy!s commodity
models. This is largely due to the future depletion of certain natu/al iesources. Partly'.knowing
this risk is still a lot of doubt. But the main threat to the operation o.f the "raw material economy"
is the formation of the so-called economy of information. The resource economy is aimed at
sludying and evaluating economic resources, especially resoLrces - public' goods, when
determining their optimal placemenl. The methoclological basis oJ're,source economic's is u
.system of methods and tool.s for non-valuables valuation and this allttwS Jbr determining co.\ts
or benefit.s related to resources lhat are free of charge. In many countrie.s, active research i.s

being carried out to improve the use of alternalive fuels and resources. Therefore, knowledge
becomes a kind of multiplier thal increases lhe value of other economic resources. L-euntries
with rich mineral resources need to starl shaping elemenls of knowledge economy by increasing
the scientific and technical potential, increasing the scientiJic and technical potenlial by
obtaining a supercontrol by reducing the dependence on nalural re^sources in the loig rz,m,

using depcndency on external sy:items.
Kgywords: ecological balance, enviromental econ.omi.cs, ecological economic,s, enviromenlal
laxes, ecological policy

I.INTRODUCTION 
.

As we l<now, the 21st century has been declared a century of ecology,tsustainable development;
'lfealth in the world. It is for this reason that this global-scale problem has always been and
,en{uins the fbcus of world scholars at all stages of society's history; Researih shows that the
dispute with the scientist working in these areas is still ongoing: In general, recent studies on
the regulation of the world, local and regional environmental safety prgblems in the world are
insufficient. In particular, the studies on the establishment of a regqlatory legal fiamework fbr
environmental safety should be further expanded. In the modern . era, the causes of
environmental threats are military, economic and social, travel and terrorisln. if the threat of
military threat - the global nuclear war, the proliferation of- weapons of mass destpction,
international armies, major wars and local conflicts, economic a4d s"ocial hazar:ds'. Con,nections
between environmental protection and international trade have.been recognized fbr many
decades. ln recent years the political rise of environmentalism has focused acufe jattcntion on
possible conflicts between environment and trade values and rules. Nationalqnvironmental law
has become more comprehensive and more central in most polities, and present or proposed
measures of environrnental protection often touch matters addressed by international trade
rules. (Environmental Regulation and Economic Growth, ByA.E, Iloyle,l994, pp 189.190)

2. ECONOMIC DEVELOPMENT AND DIRECTIONS TO SOLVE THB PROBI,EMS
OF AND ENVIRONMENTAL PRMECTION
lmplementation of the principles of protection of natural resour:ces, science-\tased developrrlent
at the national, international and regional levels by strengthening the coordination of state
activities in the field of environmental protection in order to achieve ecologicalliy sustainable
socio-economic development, ensuring the sustainability of the courllry's econom[c and hulnan
resources should Sg imnle,ncntc.l , ,l ,, 

i 
, . ,,]l ,, , i, ,,
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t'i



37th Internationar scientific conference on Economic and sociar Deveropment -"Socio Economic problems of Sustainable Development,, ,utr, f o_ri *Ui"lrV'rorn

'The rnaterials balance principle' is the terrn that economists:tend to,useto rer-erto,the law ofconservation of mass, which states that matter can neither be created nor destroy"d. ti.,;;aiial'2003,pp-22)' It is essential to eliminate and limit the serious en"i,onmen#iproblems tnatarise dr'rring economic activity to ensure.sustainable development frorn .""logiiuriv s,Lrstainablqand can be achieved by fulfilling the following objectives in ,nr.r.onoectedness: ', :, ,

' using appropriate methods of managing economic and fiuman;;,il; ;; imRrove thequality of the environment; 
r , 

,o the creation and use'of economic models and technologies that stimulate the wel,l.being ofpresent and future generations; , ,, i.,: ,a,

' implementation of guarantees between representatives of the sarle and diflbrent generations
on the principles of-fairness; , j

o Protecting systems, ecosystems and biodiversity that can provide hurnan Iife.
' The implementation of these tasks is based on the foilowing principres:
' Implementation of the decision-making principle, taking into account short-term and long-term economic, environmental and social outcora, unJprobable conseqr.na.r, 

- '--'o
o taking into account arter.atives in decision-rnaking pro..rr.r, , 

' 
io Preventing the implementation of economic, social and environlnental projects that maycause irreversibre damage to any component of the environment; ,

' Ensuring strong and diversified economic development, allowirrg allocation of funds forenvironmental protection and sustainable development; : r : -' 
,:.. :t Expansion of involvement of representatives of'pubtic and non.governmental organizatiqnsin decision-making process in sustainabte development anJ."riro";.";;i';;i;;""(rvIrr

Natural resource availability and environmental fbctors are not seen as, providing significantlimits to economic groMh. lndeed, the most optimistic thinkers r....onto,r1if-gro*tt, u, upositive means to reduce scarcity permanently through the accumulation 
"f .api,.i *Jknowledge and other effects. Some growth. optirnists sJe giouat 

"J;;;ft; ttloug1, greater' economies of scale and argue that economic growth resulf, in a faster.Jt. ot r..rrnologicalprogress (Tisdell, 1990, pp 2-5). ln Europe, the United States,.lapan and china, active andhighly successful scientific studies are being carried out to create the most po#prfuithennoelectric power plants capable of rneeting the demand tbr a long.,lsrm,country,and seiieralcountries' Solar power.stations and their placeient in space ar:e the ff,llowing. t;;;;.li;;;
be combined organically: the infbnnation in the resource model can be.r:egarded as ";;il;resource, and resources themselves can be the main object of studying,p r.r"*,il;;;;;;;;y:Unlike many resources, information and knowledge can be used indefinitely,and are,actqSllyused more and more' In this context, the information acquires the characte.LJ., 

"r ""piruL'rlan increasing value. Resources are available in quantitaiive and qualitative,tevelp. iril-"-,quantitative character that reflects the volume and speed of resource utilization andithe qdalityof the potential that they can aflbrd. Quantitative ciraracteristics of r..rorr.-.i o"o irrg levelrofutilization of-thern reflect the eflciency of resource utilization. At the,same time, quanlitativecharacteristics of'resources can increase or clecrease resource potential fiom a qLran,titativepet'spective' For example, while the world,oil marl<er price fbli to $,3g p., uui..i 
'ffi;;j'il.oil priceinAzerbailanin2014wasg 60-T0inoctobei20lg.ontheothernuno,r.ror;;";;;;

not the salrle as quality. The quality of the mineral .u* ru,.rial is deterrnined by itscomposition, ie the rate of the ingredientstontained in it. l-uno qruriii , o.i.rr'ined bylheirfbrtility rate' The development of resour.. pot.niiui tr.r"i'r* resource5) is rerated to the lcomplexity, completeness and substitution of resources. Resour,ce cornplexit,y is expressedthrough the acquisition of-some of their resources, At the same time, complex utilizatic)n,of

i::ffi:J:iTfi::iljlo",'o" o|naturar raw rnateriars. For elamt;. l;;iig "ri".,*.ii""li
i

:
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The nature of the resources to complement each other is explained by tfte fact tliat,sorletimes
there are some resources in the production process. The production process c'an nbt be starled
as a result of at least one of them. For example, raw materials, fhels, fixed and circulating funds
and labor resources complement each other in the production process. The abitity io ieplace
resources contributes to achieving the desired result as a result of'the use of d;fferent r..oui..,
in diffbrent ways. That is, the same resource can be used by replacing other resources to meet
different functional requirements in different fields. For example, petroleum gas can be,replaced
by gas, coal, atomic energy, metal plasma in industry, and labor resources can bq,replaced,by
lnachines and equipment, From the point of view of ecological security, opportunities for
replacement of resources within the national economy are consiantly exam ining and expanding
towards expansion. At the same time, this f'eature can be applied tioth to internal and externJ
resources. Thus, a number of raw materials, fuel and other resources cah be imported, which is
due to their cheaper receipt. Therefore, taking into consideration the econornic growth and the
depletion of a number of- resources, various countries take this step by increasing their
reputation. The f-unctions of the state in the mixed economy include the establishrnent of lecal
basis for econonric decisions, the stabilization of the ecqnorny, the achievement 1f
fflacroeconomic and strltctural balance, the development strategy.:and the creation oftfavorable
investment, business environment, resource allocation, and econoniic and environmental
security, and solution of social problems, these functions include specific areas, regions,
spheres of regulation in the transitional period. The policy objectives should be based on the
criteria system that tbrms the basis of the state, society and economic entities. All of this, in
turn, is a constant focus on preventing the initial quantitative and qual,itative changes in the
environmentally-fiiendly tangible assets and the need fbr future generations, to utilize,the
natural environment, leading to a breach of the ecological sustainaUititylot 1ne enviionrnent to
meet the social and economic needs of the cornmunity a consistent monitoring of theluse ot'
natural resources efficiently and economically without regulating the environm-ent, ecological
sustainability of the environment, and the preservation of biodiver"sity and the sustaihable-use
of ecplogical systems expansion. i

2.1. Ecological and environmental economics. basic mechanisms of difference, , , '

Ecological econotnics is an interdisciplinary area bctrveen economics and ecology,. Their goal
is to develop models that can analyze economic, social and environmental conditions in the
fbrm of a network, embedded and evolving system. Environmental ecqnomistsrrnainly study
the social and political problems of environmental economics. Her.work,tbcuses on identifying
conditions for a sustainable socio-economic system and developing a rnodel thar dcscriUes itl
Ecological economics is based on ecosystems and is trying fo tiqd a solLrtion to ,con icts
betrveen the economy and society on this basis. After successftlly defennining the relationshilp
between the economy and the environment, plans and recommendations;f'or uJluttrn.Ats,aimed
at creating a socio-economic system in harmony with the bio,sphere,can [9 $eveloped. pp,inions
of environmental economists are not same . Among the moqt piominent scie;ntists in tnji tetUl
SchurnacherE.,BouldingK.E.,CostanzaR.,CartenD. , I I: ,., I; ' ,

,l',', ,'., ',,,ii ," '; '1 I;
2.2, Comparison of ecological and environmental economics', l, ,. ,,,, ,;, 

,:.i , 
, 

;

,i , I ; i ;

,i
'i,i
..' :

Figure following on the next page
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C.,J. M. Van

i

Environmental economjcs focuses on value dimensions: namely. utility and weltare in theory,

and costs and beneflts in practice. unlike neoclassical economics, ecological econbmy does not

r.gurO a total valuation of 
"hung", 

in ecosystems as the sum .of 
private values" For the latter

takes no account, or insufticiently, or insuificient account, of internal environfiiental system

functions, "life-support" functions, future generations, and non-instrumental exiStencq values'

EE is inclined to add criteria to the ecJnomic values in the context of decision making

c.oncerning management of and changes in ecosystelns'
,i : 

;

3.ENVIRONMENTALTAXES :. i1 :..
Enuironrrr.ntal poilution is a global problem of our time, and tlre;ffor-ts, of all economically

developed countries without exception are aimed at combating it' ln worlcl practice' there are

two main approaches to the regulation of environtxental aitivities: command andicontrol

(acinrinistrative) and market. Thi market approach involves primarily tlle ye, of financial

instruments to stimulate and deter entrepieneurial activity aff-ectfng the field 
. 
of naturl

management and ecology. The leading place among such instruments belongs to enviropmental

taxes. An environmental tax cannot guarantee a- particular environmental .impact 
polluters

behavioural responses may be [ess, or more, than expeated' In ,,tuSt', 
wher.e the precise

achievement of-an environmental target is a high priority, thig,rnay be an !mportant drawback

of environmental taxes, and quantity instrumeits such as emissions trading Inay be prefbrred

(Fullerlon et.al., 2008 pp. 6-8).Environmentaltaxes began to apply,l. 
?..1*tlavian 

countries

in the gOs. until the rnid-gos. their role in tu* revenue;rew sowiy ln the.EU as^a whoie,'the

share of such taxes in the aggregate GDP of the member counfies incleased from'2 6oh;,in, 198,0;

to2.90hin 1994.4 slight increase was observed in 1995-1996. mainly due_to the expansron o-r

the membership of thtEU. In the OECD countries, which includes mpst Hurop:1-1:!9,Ttftt:'

tho tax shift towardr ;;;;";.ntal taGs - the Green Tax Refbrhr - bggan in 1995;1996' In

many countries with an effective environmental protection meo-hat!sm' environmer\tal laxel

play a signiflcant role. The experience of.the EU and oECD countri:Ss.!"'Yi:il:.:ironmental

tu*.r, *"hi.h constitute a large paft of the revenue base of'the budgets of these:9"1:llt^1'1:

taxes for environmentally hazardous economic activities' In olher word,s: aq{hing that can

cause adverse changes in the environment can be subject to environtnental taxatlon' ''

den Bergh. 2000)
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Taking this definition as a basis, the European Conrnrission.s Tax and'Ciistoms pirectorate has
divided environmental taxes into seven groups by application: . , 

.. . -' ,*-
. energy taxes: motor fuel; energy fuel; for electricity. , i I ,' , i 

:o transpott taxes: taxes on kilometers traveled; annual tax on the owner; excise taxes whenbuyinganeworusedcar. , , ,; i , , :o pollution charges (tax on emissions): emissions of pollutants into the atmosphere; .missionlsto water basins; emissions of carb.on dioxide and other hannful substances
(chlorofluorocarbons. oxides of sulfur and nitrogen. lead;: emissions of substances causing
globaIenvironmentalchanges(suchasdaniagetotheoZone|ayer):

' payments for waste disposal (tax on waste). These include payments for the disposal of
waste in landfills and their recycling and taxes on a number of special products (packaging,
batteries, tires, Iubricants, etc.). ', , '

. noise impact tax (earmarked charges). , i 
l. payments fbr the use of'natural resources (royalty). 

i

rl

.,:t,
i i'

9t oftotal

erruironntenlal taxes
o,i of 60P

eilvirolilllental taxes

Energytaxes

Trailsport taxes
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!
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Figure 2: Total environntental taxrevenue hy type qf iax, EU-2g.2016 Eut.osrat

rn 2016, the total incorne fiom environmental taxes in the Eu-2g :1that is, income fiom
envirotttnetrtal taxes collected by goverrllents in all EU member states) was € 364.4,billion;
this figure represents 2.4%oof the gross domestic product (GDp) of thelEU-2g and 6.3% of all
goVernmentI.eVenueSfromtaxesandsocia|contributionstotheEU'

,"; 
.rr , I
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1 fl r:. ,,11

. :.
. ,i: ,i .li

-ahs. or lotct 
'c!e.u -Reraieu to.iL,rr , .

l

Figure3.'Totalenvironmentaltaxrevenl,|e,2016Soilrce..Eurostal

Figure 3 shows the revenues of environmentaltaxes in 2016by countries; both intenns of GDp,
1nd 

in terms of total government revenues from taxes and sociat contribuiionr n.g"rOi"g Cop,
the highest level of revenues fiom environmental taxes was recorded in 2016,in ,Denmark

*j;; tsEe
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(4.0%), followed by Slovenia (3.9%), Greece (3.8%), Latvia (3.7oA), Croatia and Italy (both

3.s%).The lowest revenues from environmental taxes in relation to the country s CDP.(?elo| 
l

Zo/o) were recorded in six EU member states (Lithuania, Germany, Spain. Treland, 
.Slovakia 

and ,

Luxembogrg). Serbia stands out for its enyironmental tax revenue in 2016 at 4'5,o/o, followed I

by Turkey A.+rl"l. Of the EFTA countries, Norway in 2016 recorded the highes! level of tax 
.

revenues relative to GDP (2.4%). For Switzerland and lceland, revenues from environmental 
,

taxes in 2016 amounted to l.7o/o and | .60/o ot'GDP. The share of environmental,taxes in total 
'

government revenlles from taxes and social contributions also varied considerably across EU

member states. Latvia had the largest share in the EU (11.7o/o). dlightly ahead of'Slovenia

(I0.6%). Four other EU member states have a share of at least.9%o: Gt'eece (.9.8,%), Bulgaria

ig.A" ),Croatia (g.3%)and Romania(9.0%). At the opposite end of the scale, the lowest shares

of environmental taxes are Luxembourg (4.60/o), Gennany (4.8o/o), France (4'9%), Belgirrm

(5,0%) and Sweden (5.1%),followecl by Spain (5.5%). %), Slovakia and Austria (both 5.6%).

The share of environmental taxes in total government revenugs from taxes and socihl

contributions registered by Serbia (11.7%) was at the same lqvel as in Latvia, the country with

the largest share in the EU. Environmental tax revenues collected in 2016 in Norway and

Switzerland accounted for 6.20/o of total government revenues fiom taxes and social

contributions, while fbr Iceland the equivalent share rvas relatively lou' (32%)'

4. CONSLUSION
An impofiant direction in improving nature conservation and the use of natural resources is the

deterrnination of an adequate price or economic assessment of naturali resources 'and natural

services. The environment provides three functions: :

. the provision of natural resources,

o the assimilation of waste and pollution; l ' l

.providingpeoplewithnaturalservices,suchasrecreation1aeStheticPleasure,etc

fn'eie |hree functions can also be represented as components of one genel'al f unction^of the

naturai environment - life supporl functions. Real prices of'natural resources can be.effective

levers in the market mechanism. with irrational environmental managerhent at enterprlses. tnetr

accounting will lead to a deterioration in production indicators; which;will aftect fr:nancial

results. Accounting prices of resource estimates wilt allow lnore reasonably determine the cost-

eff-ectiveness of development alternatives. The use of estimates can signiliclntly affect fhe I

choice of capital constiuction options. For example, taking into account the f'act that land

resources planned fbr withdrawal can be used in agriculture and pt'oduce. it Inay 
lnake ;xnelie11.

to change investment projects in the direction of higher prices for thq constiuctibn object itself

due to its maximum concentration, additional costs fbr attracting uncomtbfiable land,'

lnadequate assessrnent of natr"rral resources leacls to underestimation of the ei'{'ects ofigreening

the econorny, the transition to sustainable resource-saving develolrnent' The annual P:t:.t of

oil, timber, various minerals of degraded land, etc. can be estimated at many billions of dollar$'

One oi' the impor"tant reasons fbr the loss of natural resources and; the inorease in the

environmental intensity of- the economy was the deterioratiorl gf equipmeiit exceeding 3ll
acceptable standards. In the conditions of continuing operation ot sulph equipment' thp

probability of environmental disasters sharply increases. Now the UN, $.eyqloped 
countries pre

irying to ,,green" lreasurement of the inain economic indicators. tqking, into acoount the

environmental factor. In particular. The United Nations StatispiCs DiviSig4 ploposqs'a system

of integrated environmental and economic accounts aimed at t4king eqviroqrnental factors ilto
account in national statisticians. Also of interest are the fbllowing.indicators:',the.hurnan

development index proposed by the UN and the sustainable econqmlc well;being, indek

proposed by G, Dali and J. Cobb.
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The first one is an aggregate indicator calculated on the bas'i-s of qhe.charactelistigl pl'l,if'e
expectancy, level of l<nowledge and level of mastering the resources necessar). fgr'normal life
The second is a fairly comprehensive indicator that takes'into, account the;'costs oflan
environrnental nature associated with inefficient rnanagernent. However, the :exit, of th:e

economy to the path of sustainable development is impossibte only thr,ough ,market
mechanisms. The market model, as already shown above, cannot lead to,{he path:0f sustainable
ecological and economic development of-the economy. The market fail,ures'are obvious in this
case. An imporlant quality of the market is tlrat it makes it possible to ensLrre the best use of
various resources due to price signals of their scarcity. But,the real social costs and benefits of
the use of environmental resources through the prices of resources emer:ging: on

"environmental" markets, it is impossible to calculate. As a result. there is an inadequate
assessment of scarce resources, supply and demand quantities. which gives underestimated
incentives forthe efficient use of natural resources and environmental protection. The qeasgns

for rnarket failures in the environmental field are such as

r externalities (external effects);
o the absence (undervaluation) of prices fbr natural
o public goods;
. transaction costs;
. propefiy rights;
o uncertaintyandshort-sightedness.

As for externalities, they cannot be adequately taken into account prirnu,iity in terms ofi the

social costs of society fiom environmental degradation. Therefore, the understated priceis of
natural goods are obvious. Transaction costs can also be quite large in relation to the expected
benefits (costs associated with obtaining infbrmation, conducting mu'ltilateral negotiations,
ensuring compliance witlr negotiations, etc.) And, even'iJ'an agreetnent is reached, the

degradation of nature still continues, The market systern is not interested in producing public
gboa;. since their f'eatures are opposed to the characteristics of individual consumer coods,
in.r6 large units are indivisible and the principles of exclusion do not apply to theJ'. hhe ,

beneflts of public"goods come to society as a result of the production of sr,rch goodd. A
significant problern for the rnarl<et is uncertainty and short-sightedness. By its nature. tlte
market is focused on getting quicl< results, profits and does not tal<e into account long-tenn
damages and benefits. Market tailures in the economic sphere show that rpurely rnarket
regulators in the use of nature are inefl.ective. At the same time, the inefficiencyl pf qtate

regulators in solving environmental problems is obvious. Among the examples of insfl'ective
public policy are the following:
o subsidies (for pesticides, energy, irrigation water, etc.);

goods and the absence ofsuch markets:
i iII I

l.

t,

'il

. tax system (stirnulation of environmental activities in agr:iculture, energy, etc.); I l

. price control: ;

.environtrrentallydestabilizingflcreigntradepolicy;.:

. inconsistent refbrm of property rights;

. deficiencies in environmental managernent and monitoring.tand so on,

ln society, there is a dispute about su[5idies, in parlicular, fnr. eleetricity, They need to be

resofied to because of the distortion of prices fbr this product. The rerhpval of',subsidies will
fbrce everyone to save energy and reduce local air pollution, reduce carbon emissionS in sorne

countries by 20%o, and globally by 7%. Despite the shortcomings; the role sf 1fis.r51a1s.irl

environmental protection is great now and will grow in the future. The experience of developed
countries over the past two or three decades shows that the role of the state is irnporlant in
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setting different standards and standards in the tield of environrnental grotection.lHs,,ptays aleading role in the implementation of alternative solutions to environmental problems.
economic restructuring and others. Today, in many countiieslii th;tfit;i;t"i';";ri""#;r,ri
protection' a kind of symbiosis of administrative and marl<et mechanisms has devdlopedl,andthe search for optimal environmental and economic regurators tiilfiil il;* 

';;: 
u=dy,andwell-established model of the economic mechanisrn o? int.r*,ion between roii.tv-'una:naturein the world, but there is an obvious need to balance ,ru,. unJ Lurket approacnes oufrni;;;;;the ecological situation, characteristics of the economy, .i.. a. ut..udy noted, the greening ot-the economy fbr our country, the transition.to a sustainabl,e type of- econornic development iscomplicated by a structural crisis. Institutional inefficiency (protection 'or prop.ii;';i;il,privatization, incorporation, etc.) only aggravates the situation, This does not mean thatrit,isnecessary to slow down the progress tor,vards new fbrms of managem""t H"w.";*r;;ili";new needs to be weighed on an ecologicar scare; any decisioJ, in tn. .;o";;;, t;;i;;;;institutional ones, must begin with the cieation of a system of stricteq-vironmentaI protectionor an assessment of how a particular decision will afibit nature. If todalr'entu.p.lr.i 1in the f-aceof fierce competition, bankruptcies and a constant ru.t oitin*cial resources);tend ,"';";t;ii.primarily nature, then they can be undersrood. Under these condl,i""rl,il,.6i;;;. ,;;.1;ensuring the environmental safety of the .:un1ry increases. lpreserving the,health ofithe nationand ensuring sustainable socio-economic developrnent with'ihe aoequacy of t6e environmentalconditions).

Economics, Ecorogy and Resource Scarcity. cremenr Tird;ii'pf.gt,tnil;;;0,';6,j. ".2. oxfbrd: clarendonpress;Newyorr<:oxtoro uniu"rsitf nress, r994. ,. j i3' Natural Resource and Envirorunentar Economrgr^^1"s.,. 
-p;;,4;", 
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