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Overview 

• Tax receipts form key part of overall benefits of extractive 
industries  
 

• Discuss interactively what makes taxing extractives 
different 
 

• Discuss interactively tax instruments available to 
government  
 

• Discuss complexity and challenges (e.g. investment 
allowance in taxes) 
 

• Summary: What are the key policy challenges?  
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Special Features of Extractive Industries 

• Large rents, but volatile and uncertain 

• The extraction and operation of mineral resources requires 
large upfront investment, but revenues occur over time. 
Problem of “hold-up” and low investment 

• EIs depend on a few private actors, involving asymmetric 
information, weak state capacities and market power 

• Involves multinationals who can use international 
operations to shift the tax base 

• Resources are scarce and non-renewable 

 

 Policy issue: How to manage these features and trade-offs? 
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Tax Instruments for EIs 

(Zambia Mining as Example)  

 

4 Source: Haglund (2013) 



Fiscal Receipts from Zambian Mining 
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Cited in Haglund (2013) 



Direct Tax Revenue from Mining 

(2001-2011) 

 

 

 

 

 

 

 

 

Source (Manley, 2013) 
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Example of Complexities in Taxes 
Effects over time of accelerated depreciation allowances 

 

7 Source: Manley(2013) 



Consideration of OECD/G8/G20 Issues 

transfer pricing 

• Tax administrators face further challenges 
  

– Transfer pricing abuse,  
– Unreported value of production,  
– Shifting of debt payments and  
– Hedging of risks 

 
• Transfer pricing abuse; how to detect?  

 
– Over-invoicing imports  
- Under invoicing exports 
- Comparator – arms-length trade) 
- Zambia misses out on US$2 bn 
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Exports reported by Zambia 2011 compared 
with imports from Zambia reported by other 
countries 
Source: UN COMTRADE database, 

downloaded 20 May 2013. 

PartnerName Zambia's 
reported 

exports (US$ 
000) - FOB 

values 

Partner's 
reported 

imports from 
Zambia (US$ 

000) - most, if 
not all, CIF 

values 

All reported partners 
(incl) 

                     
9,000,528  

                     
6,260,560  

Switzerland 
                     
4,402,850  

                               
213  

China 
                     
1,504,569  

                     
2,775,940  

South Africa 
                        
838,359  

                        
369,893  

Congo, Dem. Rep. 
                        
584,111    

United Kingdom 
                        
333,058  

                          
46,631  



Recap – What are the policy issues? 

• Manage state-business relations in EIs. How? 

 

 

• Tailor the type of taxes to the situation. How? 

 

 

• Address transfer pricing abuse. How? 
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