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EVOLUTION OF STATE ECONOMIC POLICY IN MODERN 
RUSSIA

Putin:
• improving power vertical

• equidistant of oligarchs

Yeltsin:

• take as much sovereignty as 
you may handle out

• future oligarchs allowed to 
privatize best state property 
in exchange for political & 
economic support
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POSSIBLE COMPOSITION OF DIFFERENT INVESTMENT REGIME S 
IN SUBSOIL USE IN RUSSIA

www.encharter.org

There is no must to have only one legal regime for subsoil use in Russia, especially 
taking into consideration  huge geographical dimensions and geological complexities in 
different areas of the country. Russia is among a dozen of oil-producing countries 
worldwide that has more than one legal regime for subsoil.
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YesOptimal, negotiatedPSA

YesNon-optimal (high), 
established unilaterally

Concession

NoNon-optimal (diminished), 
established unilaterally

Licensing with allowances 
(special tax regimes)

NoNon-optimal (high), 
established unilaterally 

Licensing

StabilityTax pressure

Investment regime’s characteristics 
during project life-time

Investment regime

DIFFERENT INVESTMENT REGIMES IN SUBSOIL USE: 
COMPARATIVE LEGAL & TAX (DIS)/ADVANTAGES
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DURATION OF “GRANDFATHER’S CLAUSE” IN RUSSIAN LEGIS LATION

1. Fundamentals of the USSR legislation on Foreign Investments (June 1991)
2. Law “On Foreign Investments in the RSFSR” (July 1991)
3. Decision of the Government of RF №1375 (July 1992)
4. Decree of the President of RF №1466 (September 1993)
5. Decree of the President of RF №2285 (December 1993)
6. Law “On Product Sharing Agreements”(December 1995)
7. Law “On Investment Activities in RF, realised in a form of capital investments” (February 1999)
8. Law “On Foreign Investments in RF” (July 1999)
9. Draft Law “On Concessions” (2003+?)
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The whole project-life-cycle (20+5+)
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PSA PSALicensing system

PROPOSED APPLICATION ZONES FOR DIFFERENT INVESTMENT  
REGIMES IN SUBSOIL USE IN RUSSIA
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THREE TYPES OF STATE POLICY TOWARDS BUSINESS: 
RUSSIA ON THE UPWARD TREND NOW?
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1. To stimulate:
(a)Business in general
(b)Only domestic

(c) Only foreign
2. To be neutral
3. To de-stimulate:
(a) Business in general
(b) Only foreign
(c) Only domestic



Oil export price

“Instability price”
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Capital expenditures

Operating expenditures

Transportation costs

Taxes

Oil export price

Gross revenue
Net present value (NPV), accumulated for project life-time,
discounted at 15%, actual taxes
NPV at 15%, under tax & tariffs of 1993

Source: AssoNeft

“INSTABILITY PRICE” OF THE RUSSIAN TAX LEGISLATION
(for a group of non-integrated oil companies)
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PSA 
zone (2) Licensing regime zone (2)

EVOLUTION OF PSA ZONES WITH OIL PRICES FLUCTUATIONS
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- See Fig. 3

- Overall risk of financing oil and gas projects dependent on resource range zone
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FLAT-RATE TAX SYSTEM, PSA AND TRANSFER FROM MRPT TO  PSA

Source: A.Konoplianik “A struggle for mineral rent”, -Petroleum 
Economist, August 2003
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