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MECHANISMS OF NATURAL RESOURCE REVENUES AND
ECOLOGICAL BALANCE ; |

Ceyhun Hajiyev 5
Azerbaijan State Economic University, Azerbaljan ‘
ceyhun. g haciyev@gmail.com ‘

ABSTRACT LB T i
Economists and politicians in many countries predict the collapse ofthe economy s commoa’zly
models. This is largely due to the future depletion of certain natural resources. Partly knowing
this risk is still a lot of doubt. But the main threat (o the operation of the "raw material economy'!
is the formation of the so-called economy of information. The resource economy is aimed al
studying and evaluating economic resources, especially resources - public |goods, when
determining their optimal placement. The methodological basis of resource economics is a

system of methods and tools for non-valuables valuation and this a/lowsfor determznzng costs ! |

or benefits related to resources that are free of charge. In many countries, active research is |
being carried out to improve the use of alternative fuels and resources. Therefore, knowledge !
becomes a kind of multiplier that increases the value of other economic resources. Countrzes ‘

with rich mineral resources need to start shaping elements of knowledge economy by increasing B

the scientific and technical potential, increasing the scientific \and technical polential by |
obtaining a supercontrol by reducing the dependence on natural resources in the Zong run,
using dependency on external systems. ‘

Keywords: ecological balance, enviromental economics, ecologzca/ econoniics, envzromenla/ ‘
taxes, ecological policy I

1. INTRODUCTION 1 ol

As we know, the 21st century has been declared a century of ecology,! sustainable development

"heaith in the world. It is for this reason that this global-scale problem has always been and
remains the focus of world scholars at all stages of society's history. Research shows that the
dispute with the scientist working in these areas is still ongoing. In| general recent studles on
the regulation of the world, local and regional environmental safety problems in the world are
insufficient. In particular, the studies on the establishment of a regulatory legal framework for
environmental safety should be further expanded. In the modern era, the causes of
environmental threats are military, economic and social, travel and terrorlsm If the threat of
military threat - the global nuclear war, the proliferation of weapons of mass| destructlon

international armies, major wars and local conflicts, economic and social hazards Connectlons
between environmental protection and international trade have 'been reeognlzed t‘or many
decades. In recent years the political rise of environmentalism has focused acute ~attentlonton
possible conflicts between environment and trade values and rules. Natlonal environmental law
has become more comprehensive and more central in most pohttes and present or proposed
measures of environmental protection often touch matters addressed by 1nternat|onal trade
rules. (Environmental Regulation and Economic Growth, By A. E. Boyle,1994, pp‘189 190)‘

2. ECONOMIC DEVELOPMENT AND DIRECTIONS TO SOLVE THE PROBLEMS
OF AND ENVIRONMENTAL PROTECTION »

Implementation of the principles of protection of natural resources, science- based development
at the national, international and regional levels by strengthening the coordination of state
activities in the field of environmental protection in order to achieve ecologlcally sustemable
socio-economic development, ensuring the sustainability of the! country S economte and human
resources should be implemented. HIE ' i
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‘The materials balance principle’ is the term that economists tend to use to r,eferfto. the law of

conservation of mass, which states that matter can neither be created nor destroy@d. (Perman et

al, 2003, pp-22). It is essential to eliminate and limit the serious environmental problems that

arise during economic activity to ensure sustainable development from ecologiCa[ly sustainable

and can be achieved by fulfilling the following objectives in interconnectedness:

* - Using appropriate methods of managing economic and human pot_éntial to _imp’jrbve‘the’
quality of the environment; . AN R e R S AT

* the creation and use of economic models and technologies that stimulate the ;w'elil;being of
present and future generations; S PRI R ] LB

* implementation of guarantees between representatives of the same and different generations il
on the principles of fairness; Maa ' i

* Protecting systems, ecosystems and biodiversity that can provide human life.

* The implementation of these tasks is based on the following principles:

* Implementation of the decision-making principle, taking into account short-term and long-
term economic, environmental and social outcomes and probable consequences:;

¢ taking into account alternatives in decision-making processes: | 5t | !

e Preventing the implementation of economic, social and environmental projects that may
cause irreversible damage to any component of the environment; ' ’ ! |

* Ensuring strong and diversified economic development, allowing allocation of funds for
environmental protection and sustainable development; i L SRR EEY

* Expansion of involvement of representatives of public and non—gO\'/emnﬁental‘organizatiqns
in decision-making process in sustainable development and environmental protection.

Natural resource availability and environmental factors are not seen as p‘royidin‘g significant
limits to economic growth. Indeed, the most optimistic thinkers see economic growth as a
positive means to reduce scarcity permanently through the accumulation: of capital and
knowledge and other effects. Some growth optimists see global advantages through greater

. economies of scale and argue that economic growth results in a faster rate of technological

progress (Tisdell, 1990, pp 2-5). In Europe, the United States, Japan and 'China, active and
highly successful scientific studies are being carried out to create the most powerful
thermoelectric power plants capable of meeting the demand for a long-term country and several
countries. Solar power stations and their placement in space are the following. Two models can
be combined organically: the information in the resource model can be regarded as an econo‘fnic
resource, and resources themselves can be the main object of studying the knowledge economy.
Unlike many resources, information and knowledge can be used indefinitely and are actually
used more and more. In this context, the information acquires the characteristics of capital as
an increasing value. Resources are available in quantitative and qual.itatiye;lav‘e‘lis.,th;i‘s‘ is'a
quantitative character that reflects the volume and speed of r_es_Q'Lil'Ce‘ utilization andf‘th'evqpiiality
of the potential that they can afford. Quantitative characteristics of resources and the level of
utilization of them reflect the efficiency of resource utilization.. At the same time, quantitative
characteristics of resources can increase or decrease resource potential from a quantitative
perspective. For example, while the world oil market price fell to. $ 38 per barrel in 2014, the
oil price in Azerbaijan in 2014 was $ 60-70 in October 2018, On the other hand, resources are
not the same as quality. The quality of the mineral raw material is. determined by its
composition, ie the rate of the ingredients Tontained in it. Land'quality is determined by their
fertility rate. The development of resource potential (resource resources) is related td the
complexity, completeness and substitution of resources. Resource complexity is expressed
through the acquisition of some of their resources. At the same time, complex ut‘ilizatiq"n‘, of
resources reduces the production of natural raw materials. For example, during oil extraction it
is obtained in natural gas. ol ke £ Al
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The nature of the resources to complement each other is explained by the fact thaifSoilnetilnes
there are some resources in the production process. The production process can not be started
as a result of at least one of them. For example, raw materials, fuels, fixed and ciréulati‘hg funds
and labor resources complement each other in the production process. The ability to replace

resources contributes to achieving the desired result as a result of the use of different resources |

in different ways. That is, the same resource can be used by replacing ‘(%)th»er' 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 be replaced by
machines and equipment. From the point of view of ecological security, opportunities for
replacement of resources within the national economy are constantly examining an‘d‘ expanding
towards expansion. At the same time, this feature can be applied both to internal and external
resources. Thus, a number of raw materials, fuel and other resources can be imported, which is
due to their cheaper receipt. Therefore, taking into consideration the economic growth and the
depletion of a number of resources, various countries take this step by increasing their
reputation. The functions of the state in the mixed economy include the establishment of legal
basis for economic decisions, the stabilization of the economy, the achievement of

macroeconomic and structural balance, the development strategy, and the creation of favorable

investment, business environment, resource allocation, and econonlic 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 forms the basis of the state, society and economic entities. All éfthis, in
turn, is a constant focus on preventing the initial quantitative and qualitative changes in the

environmentally-friendly tangible assets and the need for future generations. to utilize the |

natural environment, leading to a breach of the ecological sustainability of :‘the‘-ényir‘qnment to
meet the social and economic needs of the community a consistent monitoring of the use of
natural resources efficiently and economically without regulating the en;vironme_njt, ecological
sustainability of the environment, and the preservation of biodiversity and the sustainable use
of ecological systems expansion. Lt Help it !l
' R AR B
2.1. Ecological and environmental economics. basic mechanisms of difference:
Ecological economics is an interdisciplinary area between ecquomiés and ecology. Their goal
is to develop models that can analyze economic, social and environmental conditions in the
form of a network, embedded and evolving system. Environmental economists ‘mainly study
the social and political problems of environmental economics., Her;wdrk}fop'u‘scs on identifying
conditions for a sustainable socio-economic system and developing a model that describes i,
Ecological economics is based on ecosystems and is try‘iﬁg.g;.t;p.‘gﬁrid a fsql‘uft.i_On‘ to conflicts
between the economy and society on this basis. After successfp{gllyflde;'e‘rjijjin_i;ngftheé relationship
between the economy and the environment, plans and recommendé;ti@héff‘Qr{gdjustmerﬁts aimed
at creating a socio-economic system in harmony with the biosphere.can be d
of environmental economists are not same . Among the most prominent scientists in this field:
Schumacher E., Boulding K. E., Costanza R., Carten D. D i e Tl

2.2. Comparison of ecological and environmental economic

Figure following on the next page ek & !
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v x

Ecological Economics Traditional Environmental and Resotirce Economics '
1. Optimal scale 1. Optimal allocation and externalities 7

2. Priority to sustainability 2. Priority to efficiency ‘

3. Needs fulfilled and equitable distribution 3. Optimal welfare or Parcto cft'iciency

4. Sustainable development, globally and North/South 4. Sustainable growtﬁ in a\zbstr"a‘ct models

5. Growth pessimism and difficult choices 5. Growth optimism and “win-win” options

6. Unpredictable co-evolution 6. Deterministic optimisation of intertemporal welfare

7. Long-term focus 7. Short to medium term f‘ocus:“‘

8. Complete, integrative and descriptive 8. Partial, monodisciplinary ‘and analytical

9. Concrete and specific 9. Abstract and general : |
10. Physical and biological indicators 10. Monetary indicators ‘
11. Systems analysis 1 1. External costs anii economic va:hmtiou \

12. Multidimensional evaluation 12. Cost-benefit analysis i i

13. Integrated models with cause-effect relationships 13. Applied general equilibrium modc‘]s with external cosl’s
14. Bounded individual rationality and uncertainty 4. Maximisation of utility or profit 1

15. Local communities 15. Global market and isolizm;d individuals ‘

16. Environmental cthics 16. Utilitarianism and functionalism.

Figure 1: Comparison of ecological and environmental economics (Ecological Economics:

Themes , Approaches , and Differences with Environmental Economics, Jeroen C. J. M. Van
den Bergh, 2000) ‘

|
|

Environmental economics focuses on value dimensions: namely, utility and welfare in theory,
and costs and benefits in practice. Unlike neoclassical economics, ecological econbmy does nbt
regard a total valuation of changes in ecosystems as the sum of private values. For the latter
takes no account, or insufficiently, or insufficient account, of internal environmental system
functions, “life-support”™ functions, future generations, and non-instrumental existence values.
EE is inclined to add criteria to the economic values in the context of decision making
concerning management of and changes in ecosystems. ‘ ‘ ‘

[ i

¥
3. ENVIRONMENTAL TAXES Ll il , it
Environmental pollution is a global problem of our time, and the efforts of all economically
developed countries without exception are aimed at combating it. In world practice, there are
two main approaches to the regulation of environmental activities: command and| control
(administrative) and market. The market approach involves primarily the use of financial
instruments to stimulate and deter entrepreneurial activity affecting the field of nature
management and ecology. The leading place among such instruments belongs to environmental
taxes. An environmental tax cannot guarantee a particular environmental impact polluters
behavioural responses may be less, or more, than expégte’d, In cases where the ' precise
achievement of an environmental target is a high priority, this may be an important drawback
of environmental taxes, and quantity instruments such as emissions trading may be preferred
(Fullerton et.al., 2008 pp. 6-8). Environmental taxes began to apply the Scandinayian countries
in the 80s. Until the mid-90s. their role in tax revenue grew slowly. In the EU as a whole, the
share of such taxes in the aggregate GDP of the member countries increased from 2.6%, in 1980
t0 2.9% in 1994. A slight increase was observed in 1995-1996. mainly due to the expansion of
the membership of the EU. In the OECD countries, which includes most European countries,
the tax shift towards environmental taxes — the Green Tax Reform — began in 1995:1996. In
many countries with an effective environmental protections-meph,‘an_ism, environmental taxes
play a significant role. The experience of the EU and OECD countries shows that environmental
taxes, which constitute a large part of the revenue base of thé budgets of these»,counj[:ries_,: are
taxes for environmentally hazardous economic activities. In other words, anythingfthat can
cause adverse changes in the environment can be subject to environmental taxdation. |1 - oq)
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Taking this definition as a basis, the European Commission’s Tax a‘hd‘Cilst{oyms I);ifcctorate has

divided environmental taxes into seven groups by application: = e 1 "

* energy taxes: motor fuel; energy fuel; for electricity. Al el : Pl

* ftransport taxes: taxes on kilometers traveled; annual tax on the owner; excise taxes when
buying a new or used car. B fapat i g Te

* pollution charges (tax on emissions): emissions of pollutants into the atmosphere; emissions
to water basins; emissions of carbon dioxide and other harmful substances
(chlorofluorocarbons, oxides of sulfur and nitrogen, lead); emissions ofsubsta‘rﬁcés cafusihg
global environmental changes (such as damage to the ozone layerhe (a8 i B Lk L

* 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, lubricants, etc.). L (E

* noise impact tax (earmarked charges). | '

* payments for the use of natural resources (royalty). ‘ ‘ ‘

% of total [ ‘ ; %oftutalreérer‘gues;frumtaxesand |

million EUR . % of GDP' ‘ ot
emaronmental taxes I | social contributions
Total environmental taxes 364308 1000 = Fol P B3
Energytaxes 280 354 76,4 14 48
Transport tases M7 157 e EOgE Ll 12
Taxes on pollution and resources 12297 34 g4 i | 02

Figure 2: Total environmental tax revenue by type of tax, EU-28, 2016 Eurostat

In 2016, the total income from environmental taxes in the EU-28 (that is, income from
environmental taxes collected by governments in all EU member states) was € 364 .4 billion;
this figure represents 2.4% of the gross domestic product (GDP) of the EU-28 and 6.3% of all
government revenues from taxes and social contributions to the EU., "~ J I

g * . | i
i {1 g
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i

= Share of total revenue from taxes and social cortributions = Reiative to GOP |

-
() 2015 instead of 2016

Figure 3: Total environmental tax revenue, 2016 Source: Eurostat

Figure 3 shows the revenues of environmental taxes in 2016 by countries, both in terms of GDP,
and in terms of total government revenues from taxes and social contributions. Regarding GDP,
the highest level of revenues from environmental taxes was recorded in 2016 .in Denmark
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(4.0%), followed by Slovenia (3.9%), Greece (3.8%), Latvia (3.7%), C;’ro.atiafari_d Italy (both
3.5%). The lowest revenues from environmental taxes in relation to the country's GDP (below
2%) were recorded in six EU member states (Lithuania, Germany, Spain, Ireland, Slovakia and -
Luxembourg). Serbia stands out for its environmental tax revenue in 2016 at 4.5%, followed |
by Turkey (3.4%). Of the EFTA countries, Norway in 2016 recorded the highest level of tax
revenues relative to GDP (2.4%). For Switzerland and Iceland, revenues from e’rjvironmer)tal Pl
taxes in 2016 amounted to 1.7% and 1.6% of GDP. The share of environmental taxes in total |
government revenues from taxes and social contributions also varied considferab'l‘y across EU
member states. Latvia had the largest share in the EU (11.7%), slightly aheadfi of* Slovenia
(10.6%). Four other EU member states have a share of at least 9%: Greece (9.8%). Bulgaria
(9.6%), Croatia (9.3%) and Romania (9.0%). At the opposite end of the scale, the lowest shares
of environmental taxes are Luxembourg (4.6%), Germany (4.8%), France (4.9%), Belgium
(5.0%) and Sweden (5.1%), followed by Spain (5.5%). %), Slovakia and Austria (both 5.6%).
The share of environmental taxes in total government revenlu_ejsl from taxes and social
contributions registered by Serbia (11.7%) was at the same level as in Latvia, the country with
the largest share in the EU. Environmental tax revenues collected in 2016 in Norway and
Switzerland accounted for 6.2% of total government revenf_les from taxes and. social
contributions, while for Iceland the equivalent share was relatively low (3.2%). |

4. CONSLUSION ‘ b 1 ‘ ;
An important direction in improving nature conservation and the use of natural resources is the
determination of an adequate price or economic assessment of’ natu‘ralf‘resour'ces and natural
services. The environment provides three functions: ‘ » :

e the provision of natural resources;

e the assimilation of waste and pollution; _ R [

e providing people with natural services, such as recreation, aestl1;étic‘ pleasure, etc.

" These ihree functions can also be represented as components of one general function of the
natural environment - life support functions. Real prices of natural resources can be effective
levers in the market mechanism. With irrational environmental{mar’iagémént atenterprises; their |
accounting will lead to a deterioration in production indicat'ors;_{iv&high;-‘Willg affect financial
results. Accounting prices of resource estimates will allow mOr_elreiasbjriablydef@rminewthe cost- |
effectiveness of development alternatives. The use of estimates “c{aAnJ‘s'i:gnziﬁcant_l]y affect the |
choice of capital construction options. For example, taking ‘into, account the fact that land |
resources planned for Wwithdrawal can be used in agriculture and produce, it may make expedient |
to change investment projects in the direction of higher prices f‘(f)r“‘;h‘e, construction 1obj'ect its'e‘?l’r'

due to its maximum concentration, additional costs f'or’attre}ctingE:Unco;mv’rbrt.abl‘e:lar"ld;
Inadequate assessment of natural resources leads to underestimation of the effects of greening
the economy, the transition to sustainable resource-saving development. The annual losses of
oil, timber, various minerals of degraded land, etc. can be esti‘m‘ate,dv at many billions of dollars.
One of the important reasons for the loss of natural resources 'and the increase in the |
environmental intensity of the economy was the deterioration 'of féqu"jpm‘e‘htfeXcé“eding ‘all
acceptable standards. In the conditions of continuing oper‘ati'o;h‘of“suggjh equipment, the
probability of environmental disasters sharply increases. Now the UN, developed countries are
trying to "green" measurement of the Tain economic indicators, taking: into account the
environmental factor. In particular. The United Nations Statistics Division proposes a system
of integrated environmental and economic accounts aimed at taking envitonmental factors into |
account in national statisticians. Also of interest are the fbl{lib\yingﬁindiz‘datd‘_rs: the ‘human
development index proposed by the UN and the sustainable “é‘conQrvr‘l:iic; well-being index
proposed by G. Dali and J. Cobb. S gl B
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The first one is an aggregate indicator calculated on the ba51s of the characterlstlcs of life |
expectancy, level of knowledge and level of mastering the resources necessary f01 normal hfe
The second is a fairly comprehensive indicator that takes into. account the costs of an |
environmental nature associated with inefficient management. However, the exit. of the
economy to the path of sustainable development is impossible only through . market
mechanisms. The market model, as already shown above, cannot lead to the path of sustainable
ecological and economic development of the economy. The market failures are obvuous in thIS
case. An important quality of the market is that it makes it possible to ensure 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 emerging on
"environmental" markets, it is impossible to calculate. As a result, there is an lnadequate
assessment of scarce resources, supply and demand quantities, which gives’ underestlmated
incentives for the efficient use of natural resources and environmental protectlon The reasons
for market failures in the environmental field are such as ‘
o externalities (external effects); L !
e the absence (undervaluation) of prices for natural goods and the absence of such markets |
e public goods; brPEata i e ' :
e transaction costs;
e property rights; L
e uncertainty and short-sightedness. : P T ‘ o
i ¢ FRoan
As for externalities, they cannot be adequately taken into account plima‘rit]y in terms o’ﬁ the
social costs of society from environmental degradation. Therefore, the understated’ prlces of
natural goods are obvious. Transaction costs can also be quite large in relation to the expected‘ ‘
benefits (costs associated with obtaining information, conductmg multilateral neﬂotlatlons
ensuring compliance with negotiations, etc.) And, even 'if an agreement is reached | the
degradation of nature still continues. The market system is ‘not interested in ploducmg public
good§ since their features are opposed to the characteristics of individual consumer goods
These large units are indivisible and the principles of exclusion do not apply to them. The |
benefits of public' goods come to society as-a result of the plOdLlCthI‘l of such goods
significant problem for the market is uncertainty and short- s1ghtedness By its natule | the
market is focused on getting quick results, profits and does nhot ‘take into account long- term
damages and benefits. Market failures in the economic sphere show that purely ma‘r‘ket
regulators in the use of nature are ineffective. At the same time, the 1ne1‘ﬁ01ency o’r state
regulators in solving environmental problems is obvious. Among the examples of 1neffectlve
public policy are the following: |
e subsidies (for pesticides, energy, irrigation water, etc.); IR
e tax system (stimulation of environmental activities in amculture energy ete. )3
e price control; : S Bafe o
e . environmentally destabilizing foreign trade policy;
e inconsistent reform of property rights; Lt {0
o deficiencies in environmental management and momtormg, and SO On. pati

i

|

In society, there is a dispute about subsidies, in particular, f01 electrlmty They need to be
resorted to because of the distortion of prices for this product.. The removal of subsidies will
force everyone to save energy and reduce local air pollution, reduce! carbon emissions in some
countries by 20%, and globally by 7%. Despite the shortcomings; the role of the state’in
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 important;in
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setting different standards and standards in the field of environmental protection. He plays a = |
leading role in the implementation of alternative solutions to en‘:vironmental‘, 1:,')1"0‘[);16_’:ms,1
economic restructuring and others. Today, in many countries in the field of environmental
protection, a kind of symbiosis of administrative and market mechanisms has developed! And
the search for optimal environmental and economic regulators continues. There is'no ﬁe'adyfand iR
well-established model of the economic mechanism of interaction between society and nature
in the world, but there is an obvious need to balance state and market approaches depending on
the ecological situation, characteristics of the economy, etc. As already;noted, the greening of
the economy for our country, the transition to a sustainable type of economic development is
complicated by a structural crisis. Institutional inefficiency (protection of property rights,
privatization, incorporation, etc.) only aggravates the situation. This does not mean that it is
necessary to slow down the progress towards new forms of management. However, eve‘rything
new needs to be weighed on an ecological scale; any decisions in the economy, including
institutional ones, must begin with the creation of a system of strict environmental protection
or an assessment of how a particular decision will affect nature. If today enterprises (in the face
of fierce competition, bankruptcies and a constant lack of financial resources) tend to sacrifice
primarily nature, then they can be understood. Under these conditions, the role of the state in
ensuring the environmental safety of the country increases (preserving the'health offhe nation
and ensuring sustainable socio-economic development with the adequacy of the environmental
conditions). e IS e R

| v !
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