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Abstract. Mineral resources as natural capital can be transformed into human, social and physical capital that guarantees
the sustainable development of a country, exclusively through professional public management. Public management of
a country's mineral resource potential is seen as an element of transnational governance which provides for the use of
laws, rules and regulations within the jurisdictional and sectoral capabilities of the state, minimising its involvement as
a producer of minerals. The features of the ideology of economic liberalism, which polarises the societies of mineral-
producing countries and denies the role of the state as a market participant, have been studied. The analysis of the
influence of the radical new order of neoliberal world ideology on the development of the extractive sector and state
regulation has been presented.
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Introduction. The report of the International Resource Panel of the United Nations Environ-
ment Programme [1] states that worldwide management of mineral resources is characterized by a
widespread lack of planning of mining activities and well-defined state policies in the sphere of
natural capital management both at the national and sub-national level. Achieving the UN Sustain-
able Development Goals [2] requires the introduction of innovative technologies that consume a
wide range of minerals [3], and therefore the introduction of new rules and regulations for the
exploitation of resources that reduce the negative effects of their use [4]. Today's 2030 Agenda for
Sustainable Development marks a new era of global progress, characterized by the urgent need to
integrate social, environmental, and economic benchmarks. The realization of the diverse require-
ments that are part of the ESG principles depends on appropriate and responsible approaches to the
extraction and use of natural resources around the world, including recycling and consumption.
Transnational governance is a definite feature of world politics, but a full-fledged state policy that
focuses on mineral resources and the development of extractive industry as well as institutionalisa-
tion of disclosure of the information of sustainability of its operations are almost non-existent [5, 6].

Analysis of the global demand for rare earth resources [7, 8], the reasons that hinder the im-
plementation of technological innovations [9], the state of resource availability [10] show that the
absence of an international mechanism for forecasting the development of the mineral market al-
ready has a negative impact on the sustainability of supplies of certain types of natural resources.
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The observed artificial reduction of investment in field development [11] also negatively affects
the volume of supply by reducing it, whereas the demand is not falling, it is growing [12]. The trend
towards the global implementation of the environmental and social ESG principles [12-17] requires
additional efforts from mining companies, including financial ones, since formal indicators often
prevail in the preparation of reports, there is no direct public participation in the analysis of their
reliability and transparency. This does not take into account the fact that more than 85 % of all
mineral deposits are in the hands of the states [18]. In this situation, ESG principles cannot fully
reflect the balance between environmental and social requirements and the financial sustainability
of the companies.

Government decisions regarding the extractive industries have historically been targeted and
implemented by specific government agencies or companies involved in a particular sector — mining
operations, radioactive waste disposal, groundwater protection, etc. Such a fragmented approach sig-
nificantly narrows perceptions and often limits the diversity of knowledge and perspectives that can
be relied upon in the decision-making process. The imperfection of such management becomes more
evident in case of conflicts, delays in supply, serious damage to ecosystems. The world must change
the paradigm and move from disparate resource management to a more integrated model. The influ-
ence of the state on the financial stability of the extractive industry in these conditions is obvious, as
the state is committed to its economic growth. Analysis of the future availability of rare earth elements
raises concerns due to monopolistic supply conditions, environmentally unsustainable extraction
methods and dynamically growing demand [19, 20]. “Green” economy requires not only environ-
mentally friendly materials, but also more advanced industrial technologies and efficient techniques
of their recycling [21]. Building the facilities necessary for the development of renewable energy
requires an increase in the extraction of a whole group of metals, such as copper, nickel, and many
others. The result of the growing demand for those materials should be the intensification of the search
and exploration of new deposits, as well as the growing consumption of energy [22], including
through the creation of new transport and social infrastructure. All these factors justify the relevance
of the tasks outlined in the article, aimed at modernizing the mining industry of the world economy,
which originally represented an integral part of colonial expansion, imperialism and global capitalism
[23, 24]. The consequences of this circumstance are now reflected in both the physical extraction
process and mixed assessment of the mineral resource complex by society. At the same time all large
countries are now heavily dependent on the production of fossil fuels and metals and some of them
on imports of raw materials [25].

In our research, we are guided by the need for more active actions to develop a methodolo-
gical approach to state management of natural resources. At the second session of the UN Envi-
ronment Assembly, the states recognized that for the sustainable development worldwide, it is
necessary to fundamentally change the patterns of consumption and production dominating in the
countries [26].

Methodology. The authors consider the rational resource management as a unity of policy, strate-
gy, legal regulation, investments, actions and opportunities within the framework of public, state,
private, public partnership. It is based on environmental and socioeconomic feasibility, as well as
technical capabilities, on the basis of which society determines which resources, when and how will
be developed, extracted, consumed, processed and reused. All mineral resources belong to the state
as the subject of the civil law, the government, on behalf of the people, manages the process of subsoil
use through administrative and legal rules or various forms of civil law acts. A license has been used
as the main regime of subsoil use as an administrative and legal agreement and concession as a civil
law contract that regulate relations between the state and the subsoil user. At the same time, the authors
have taken into account that nowadays various forms of civil law treaties face problems of sustainability
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of social relations in those countries where they are applied. [27, 28]. In this context, national govern-
ments are forced to seek ways to influence extractive companies by creating and implementing social
licenses [29], thereby restoring their influence on business profitability.

The studies were aimed at determining the role of the state in regulating the entire process of
working with mineral resources located on its territory, taking into account internal and external
factors.

An outline of the research methodology is presented in Fig.1. An interdisciplinary approach
was used in collecting [30-33] and obtaining its own empirical results, and their analysis considered
all the processes affecting mineral resource management performance as a process with a complex
global network of relationships [34-36], involving a large number of actors, normative frameworks,
hierarchical relationships and associated spatial boundaries [37, 38]. By global governance, we mean
the many ways in which individuals and institutions, public and private, manage their sector in the
context of implications for natural resource efficiency [18, 39, 40].

The actors involved in resource and mineral management in our study include: governments,
inter-governmental organisations, extractive and processing commercial companies, the non-profit
sector, civil society [37], multinational companies. Decisions made by various actors regarding re-
sources have been shaped by a wide range of regulatory frameworks and formal regulations, including
treaties, laws, rules, policies, contractual relationships and technical standards [41, 42]. Administra-
tive, commercial, professional, cultural, ethnic, interpersonal practices have also been taken into ac-
count to better define the key features of global resource management and the importance of public
administration in this process. The studies have identified those external factors that demonstrate the
urgent need for more effective involvement of the state in the regulation of the whole process of use
of mineral resources in their territories. These are the protection and definition of rights related to
resources, the impact on resources in selected sectors, borders and globalised value chains, recog-
nition of multiple public and private benefits from the use of resources [18]. Such responses are
evident at local, national, regional and global levels in both underdeveloped and post-industrial
economies.
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The study of the trends in the geopolitical environment has taken into account those external
factors that may increase the uncertainty affecting the governance of the mining industry, using the
data on the state of the problem in general and the importance of the governance system. Based on
the above-mentioned scientific findings, as well as on research conducted by the International
Resource Panel [1], the authors of this article have used the ideology of a new global sustainable
development agenda, considering that the Sustainable Development Goals can provide a new impetus
to improve the economic well-being of society through more efficient exploitation of extractable
resources while increasing the efficiency of government regulation.

In assessing the role of the state in solving the economic problems of field exploitation manage-
ment, the authors used a three-dimensional model to estimate reserves and resources of deposits based
on methods of fractal analysis.

Results and discussion. The study of the mechanisms of state regulation of the system of de-
velopment of mineral resources of many countries has taken into account new knowledge related to
the underlying problems of the industry, their impact on the eco environment and the sustainability
of investment returns. Given the role of mineral resources complex in carrying into effect the interests
of the state, local population, and consumers, we have taken into account the imperative for changes
and the challenges associated with the management of mineral resources:

* The complexity of the political environment, which provided that resources are largely owned
by the state. Companies that work professionally with the deposit build their activities on the basis of
both national and international (transnational) laws, which in some cases creates conflicts and leads
to monopolization of the market.

« Specific features of financial investments in the extractive industry sector are a long pay-
back period and the demand for a large volume of investments. Moreover, there are characteristic
fluctuations of income as well as problems of macroeconomic risk management and absorptive
capacity.

* The need to create market-based regulatory mechanisms, the environment of trust in extrac-
tive companies, and participation of local communities in assessing their compliance with ESG
principles. This is extremely relevant, since minerals are a guarantee for the government, which
governs on behalf of the entire state, of the sustainability of the economy, the preservation and
creation of new jobs, and balanced socio-economic development of society. This process, on the
one hand, requires the intensification of the extraction of mineral resources, due to which mankind
should obtain material benefits, including, for future generations, on the other hand, to address
problems of resource management and provision of constant income from the subsoil user for the
right to extract minerals.

There is an observed weak state management of natural capital and other factors that have a
negative impact on the result of subsoil use. This is primarily about the insufficiently developed
mechanism and the form of the contract between the state and the subsoil user (administrative and
various forms of civil law documents); the complexity of state regulation, the need for a social con-
tract, scientific support of works and activities to preserve the environment. The dynamics of the
political vector in the economy in relation to extracted resources becomes particularly “attractive”
due to exhaustibility, scarcity and high liquidity. These features of the commodity sector create inter-
nal and (or) cross-border conflicts. In this regard, local interest groups are more radicalized. There is
a growing pressure on the government of external factors and stakeholders of technological progress,
the growing influence of social networks and the process of digitalization in general, changes in
global positions in the field of social norms, fundamental transformation of the ways of coordination
and decision-making at the individual, organizational and societal levels.
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Fig.2. The main functions of the state in managing mineral resources of the country

The main tasks of the state to manage the country's mineral resources do not take into account
the specifics and capabilities of both the state itself and its ability to improve the efficiency of mineral
use. It is necessary to solve the whole complex of problems related to resources in the context of the
unity of economic, environmental and social objectives, taking into account the goals of sustainable
development (Fig.2).

In many countries the governments lack flexibility in their activities aimed at supporting the
mining industry. In particular, they do not fully recognize the responsibilities and functions of
regional governments, whose decisions often determine the ability to respond appropriately to the
challenges posed by the economic situation and emerging challenges faced both by the state and the
mining companies, given the current conditions characteristic of a heterogeneous mining industry.
However, in most countries, the state continues to act as an economic entity. Its main mission, that
should undoubtedly be to regulate the industry, in particular, to create conditions to attract invest-
ments on mutually beneficial terms for lenders and borrowers, is constrained by the influence of
external factors, above all the loss of state sovereignty.

Global economic philosophy regarding mineral resources. The analysis of the activities of large
transnational companies, as well as the reasons why states receive low rents from the use of even
super-liquid deposits owned by them, clearly shows that the current global economic philosophy re-
garding natural resources completely denies the need for state regulation, and it subconsciously gives
mineral resources the status of “international property”. The main challenge for any subsoil user
working with a deposit is to secure sales and access to credit financing. From the perspective of global
geopolitical laws, the moral values of any society lie in confronting the owners of industries, as it is
publicly recognised that income derived from mineral resources, which are public property, should
serve the development of the economy of a society and its statehood. As a rule, all legitimately elected
leaders are vested with the full right to manage operations with their country's natural capital for the
implicit economic purpose of democracy: the promotion of general welfare and mutual benefit. Vir-
tually all countries with weak economies and at least 85 percent of transition economies with highly
liquid deposits are unable to resist external factors that allow lenders and buyers of raw materials to
make super profits. And in at least 80 percent of the countries, the coming to power of a new leader
cannot affect the situation at all, including the protection of the debtor from the creditor, because the
deposits located on their territory are in external management. In fact, these countries have lost their
state sovereignty.
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Development of subsoil resources for the purpose of extraction of minerals is a national activity.
The markets for this product, except for inert minerals, are international in nature. In this regard, our
research on development trends in global economic philosophy and their impact on the role of the
state as the main regulator of the entire technological chain of work with the field takes into account
the desire of the global community to achieve the Sustainable Development Goals (SDGs) at all
stages: geological exploration of the territory, geological prospecting, exploration, development, op-
eration and decommissioning of production facilities.

The peculiarities of investment in field infrastructure are: long payback periods (from 8 to 12
years); the scale of investment; long project implementation periods (from 3 to 10 years); high mining
risks and negative consequences for the ecosystem. Let us highlight the international nature of
the traditional problems faced by the mining industry in almost all states, including highly develo-
ped ones:

« Competition for investment capital, especially at the level of interstate cooperation in the con-
struction of common transport infrastructure.

« Environmental impact of technological operations such as: extraction of mineral raw materials;
their enrichment and processing; use; storage; reuse; production of goods of direct consumption;
transportation; recycling; waste disposal and burial.

Against the background of these problems, new, previously unnoticed ones have appeared,
such as:

* A sharp decline in investment protection, especially for long-term investments.

» The emergence of ephemeral problems hindering access to international investment capital.

« Failure of the WTO (World Trade Organization) to ensure equal competition in the global
market.

« Distrust of trade dollarization on the global commodities market.

* Increased influence of sanctions mechanisms.

* Reduced level of trust and competition due to the large-scale use of the unipolar mechanism of
sanctions.

» Widespread implementation of environmental and social principles of ESG without taking into
account the fact that more than 90 percent of the world's deposits are publicly owned.

* The dominance of digital information networks, which act in the interests of transnational cor-
porations and financial elites who control the global commodities market and exert geopolitical in-
fluence on certain types of industries and entire states.

» The dominance of a unipolar world economy, functioning at the expense of financial profit:
bank interests; income from investments in foreign projects, as well as the disbursement of loans for
their implementation by the World Bank, the International Monetary Fund and other financial insti-
tutions to inflate returns on capital.

Renowned American economist and University of Missouri professor Michael Hudson says that
the current trend in global economic philosophy towards government regulation is “to put people,
industry and even governments in debt to an oligarchic elite which is exactly what has happened in
the West, that is now trying to impose on the world the modern version of this debt-fuelled economic
regime — US-centric neoliberal financial capitalism”. [43]. He believes that today's diplomatic con-
frontation in the world is based on the desire to “maintain the prosperity of our own financial elite at
the expense of exploiting foreign nations, dragging foreign economies into dollar debt that must be
repaid through the imposition of depression and austerity” [43]. At the same time, it is assumed that
all economic problems are self-healing, and state regulation is considered ineffective and inefficient,
and therefore unnecessary.

Analyzing the available empirical evidence of the “shock therapy” of the post-Soviet space in
the 1990s through the privatization of major factories, institutions and entire industries, including
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access to the largest mineral deposits, it can be argued that this was associated with the beginning of
a large-scale deindustrialization of the American economy, and the beginning of a period of distrust
in the dollarization of the global economy. This process is associated with the relocation of employ-
ment and production to Asia. Post-industrial countries have imposed on society the view that banks
and financial mechanisms are most effective as regulators and can ensure the highest prosperity of
the entire economy through the management of deposits and cash flows. By accepting China into the
WTO in 2001, the West hoped to strengthen its influence on that country's state sovereignty using the
same proven international rules, but this was countered by a clear state policy to protect its national
interests through the introduction of state regulation, including in the management of natural re-
sources. This allowed China to change the export-oriented vector of its economy to the economy of
domestic demand with a full cycle of scientific and technological sovereignty. Reasonable state re-
gulation in the field of mineral resources has made it possible to monopolize the market for many
types of raw materials, especially rare earth metals, significantly increasing the natural rent from the
use of this commodity for its economy, not to sell semi-finished products, but to produce and sell the
end-use goods derived from minerals to the West, but with a higher surplus value.

Post-industrial countries are trying to build the world economy to suit their geopolitical interests,
based on financial profits. They lie in sharply reducing the share of income from industrial production
on their territory, but significantly increasing it at the expense of external management of other na-
tions' minerals. This policy has created a serious distrust to dollarization in trade and the existing
investment environment in the world.

Under these conditions, raw materials, especially hydrocarbons, as a commodity, become a spe-
cial, most important geopolitical resource. The peculiarities of any deposit development, such as the
long payback period of investments, the need for huge financial investments require any state to build
a clear long-term policy in the field of state regulation and guarantees for investors to receive a fair
income, taking into account the long payback period of the core projects. This is the main problem of
development in most resource-rich countries. They are theoretically rich, but practically poor and
unable to independently provide long-term investments and create national venture capital to work
on high-risk deposits. In fact, these countries have lost their state sovereignty and their ability to earn
a decent profit from the exploitation of their own deposits. The oligarchic Western economy has
historically for centuries created a colonial system of resource management on all continents at the
expense of creating a geopolitical environment incapable of protecting nations and ridding them of
the world proprietors-creditors.

The mechanism created by the ideologues of the Fourth Industrial Revolution allows the global
financial elite to receive the bulk of the natural rent from the exploitation of deposits, turning re-
source-rich countries into debtors, thereby forcing them to become the states under control. Debts
and oligarchy have led to the fact that the main part of the countries with weak economies and most
of the transition economies which have enormous investment potential for working with the deposits
have become heavily indebted and are under external management. These states are forced to build
primitive primary processing plants on their territories and use low-wage workers and sometimes
child labor to maximize their profits.

On the example of the Russian economy, it is possible to trace approximate forms of international
influence on the use of mineral and raw material potential. After the collapse of the Soviet Union, the
signing of the Belovezh Agreements and the transition of our country from a planned to a market
economy, its ability to self-regulate was considered to be an undeniable characteristic. The most com-
mon interpretation of the law of supply and demand accepted as a fundamental truth was that the
price of a good or service would in any case reach the equilibrium and be optimal for both the con-
sumer and the seller. Growing demand in a particular segment will contribute to its development due

7
This is an open access article under the CC BY 4.0 license



i Journal of Mining Institute. 2022. P. 1-17 DOI: 10.31897/PMI.2022.100
i g © Vladimir S. Litvinenko, Evgenii |. Petrov, Daria V. Vasilevskaya, Aleksandr V. Yakovenko,

: Igor A. Naumov, Maksim A. Ratnikov, 2022

to the entry of new manufacturers into the market, while falling demand will reduce supply as the
least competitive producers leave the market. In this paradigm of relations, the state was assigned the
role of an observer, any of its actions aimed at exercising control was perceived as interfering with
business and achieving a natural market balance. The fact that in reality Russia was living in hyper-
inflation was not taken into account by liberal economists. A certain part of society still adheres to
liberal ideology and believes that government interference in the market regulation process is not
desirable because it threatens to slow down economic growth and even recession because of the bu-
reaucratic hurdles that business would then face. It is obvious that the primary factor that, at the
beginning of the 21st century, stopped the price rise in Russia and sharply increased the well-being
of the citizens of the country was the “anti-liberal” actions of President V.V.Putin [44] in the field of
strengthening state regulation of the mining industry and the oil and gas sector. It is therefore logical
to assume that more active government actions in this direction, related for example to creating con-
ditions for the emergence within the country of long process chains, which start with raw material
extraction and end with high-value-added products, would help to intensify economic growth.

The analysis of the impact of neoliberal capitalism on the business climate in the mining industry
(Fig.3) reflects the main methods of influence on the commodity market and their influence on the
business climate and sovereignty of the state. State regulation of the process of subsoil use is highly
dependent on the influence of the global oligarchy and debts. A defining characteristic of the Western
economy is the emergence of a fundamentally different elite, composed of a new generation of people,
in particular the creators of IT companies and virtual trading platforms. They often use their capital
not to produce end-use goods and saturate the market with minerals, but to invest in a product that
has not yet been created or exists as a prototype. By imposing on society such ephemeral problems
as the Fourth Industrial Revolution; uncertainty in climate policy; hydrocarbons as primitive fuel;
hydrogen economy and others, they provoke the growth of world debt, by diverting more than
2 trillion dollars a year, which are spent to solve these problems. At the same time they limit access
to global investment capital for representatives of the mineral complex, preventing its development.
Uncontrolled increases in debt are destroying the global economy, because new investments in the
means of production are not being made in necessary quantities Money is invested in bonds and real
estate, sent to stock exchanges to artificially increase the value of shares of mining companies, as
well as “green” companies, which often have no future, but are artificially kept afloat by Western
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Fig.3. The impact of neoliberal capitalism on the business climate in the mining industry
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governments. This strategy burdens countries with profitable mineral resource potential with debt,
forcing them to sell or sometimes transfer control of deposits or state infrastructure for free. This
vector of dominant neoliberal policies on subsoil use polarizes the economies of much of the deve-
loping world and greatly slows down their progress because of high indebtedness.

The impact of economic liberalism. Most of the society in countries that have highly liquid raw
materials and at the same time an underdeveloped or transitional economy welcomes the ideology of
economic liberalism, as it advocates minimal government intervention. In this regard, the emerging
norms of public law completely reject the need for state regulation in subsoil use. This ideology
preaches complete freedom for individuals, leaving to the government only antimonopoly regulation
and formation of correct inside information. State regulation in this case is replaced by the concept
of intervention.

The economies of many underdeveloped countries have all the characteristics of a mobilization
economy. Their governments, given their high dependence on foreign debts and external geopolit-
ical challenges, are trying to reduce internal confrontation and tension by concentrating national
resources and their powers in that part of the economic system that determines the response to the
threat hanging over society. In some cases, law enforcement structures and the support of external
forces are used.

The analysis of the main factors influencing the efficiency of the use of minerals in the economy
of such countries shows that their development is restrained by supporters of economic liberalism.
Representing the superstructure of society, they influence such intangible factors as moral, ethical,
and psychological factors. They lie at the heart of the sustainability and credibility of society, and
directly affect the state's ability to achieve its goals in the economy, and therefore to be self-sufficient
and self-reliant with the available resources. Geopolitical struggle and the influence of liberal eco-
nomic policies are aimed at reducing the rents from the use of minerals by countries at the expense
of building up the debt. The growth of debt is destroying the economy because it is not being used to
finance new investment in raw material projects. Liberal economic ideology is the method used to
increase the credit debt of all commodity economies, to maintain the “privilege of the Dollar” as the
key currency in trade and to maintain the “dollar standard” created in the last sixty years. At the same
time, paper dollars pose a threat to global trade based on dollarisation as they inflate the prices of
stocks and bonds, which are the backbone of business, the motivation for private capital investment
in commodity projects and building trust in the stock market.

The resulting analysis of empirical data, shows that public debate about the path of further
socio-economic structure of the world economy has recently intensified, taking into account the
great dynamics in the commodity market, especially the market of raw hydrocarbons. The question
arises: is it necessary to maintain the old export-oriented system, which allows countries to extract
a relatively small but immediate profit, or to move away from the liberal ideology to the ideology
of strengthening state regulation, which will increase the marginality of the national economy? The
term “state regulation” is perceived rather negatively by the society, as it is associated with the
infringement of various rights and freedoms. It is believed that each state's pursuit of the main goal —
to preserve statehood — supposedly interferes with the solution of secondary, but very important for
progress momentary tasks, which is detrimental to small and medium-sized entrepreneurship. Ano-
ther illusion of liberal ideology is the claim that resources can only be mobilised if they are placed
under the full control of the state, which must strengthen its role as a producer. Our research on
determining the share of the state as a regulator of the entire technological and economic supply
chain of minerals (extraction, processing, use and reuse) is shown in the Table.
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The state's share in the activities of mining companies

Share of government involvement, %

Type of activity
<20 20-40 | 40-60 | 60-80 | 80-100

Geological study of the area

Exploration, development [r—
Exploitation =
Reclamation

Identification of the geological and rent characteristics of the deposit
Work with uranium and toxic deposits

Controlling the field operations

Environmental control

Primary processing

Processing and creation of the end product

Sales of mineral raw materials

Sales of metal, goods

Investment protection, business climate

Promotion of mineral resource potential
Liberalisation of foreign economic activity

Scientific and innovative development of the industry
Training of mining engineers and specialists

Training and retraining of workers

Socio-economic development of regions

Compliance with ESG economic and social principles
Environmental diplomacy

Resolving cross-border conflicts

Trust in mining companies

The obtained average indicators demonstrate that the mission of the state in this activity should
be radically different from the postulates imposed on society by liberal economic ideology. It con-
sists in the development of a market-oriented state policy of working with its own mineral resources
through the use of public law and a transparent mechanism of state regulation. In this case the state
acts as a highly professional regulator. This makes it possible to manage the entire process of working
with mineral resources in the most efficient way, to put into operation deposits, taking into account
the motivated balance policies. It is the balance that is the most important instrument of state regu-
lation in a market economy, as it allows eliminating the mismatch between supply and demand,
including the creation of equal investment attractiveness of deposits using rent mechanisms that
affect the elasticity of the mining tax, which is currently not fully taken into account by many
governments.

Transnational management of deposits is a geopolitical goal to ensure long-term control of the
world's natural capital and free access to mineral raw materials that many post-industrial powers do
not possess. The tools to achieve it are sanction pressure on those states that do not want to play by
the rules of neoliberal financial ideology, and even direct confiscation of private property.

The regime of subsoil use. Geological and mining features of the deposits, their size and geo-
graphic location, the efficiency of their use is not taken into account by many states, especially in
view of their impact on state sovereignty. The relationship between the state and the subsoil user must
be based on the norms of public law and the national regulations of subsoil use. Analysis of the
collected empirical data, as well as the use of experience and practice of different types of relations
in the sphere of subsoil use allowed to highlight their features, and to define them as a key issue of
state regulation of the entire mining process.
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There is a de facto increase in the opposition of civil and administrative regimes, however, they
are not ideal both from the position of the state and the subsoil user. Business in many cases does not
have long-term certainty, given the lack of transparency in the application of basic laws in many
countries. Canada is the only state that not only has a mineral strategy, but also applies it as a
mechanism of consolidation for politicians, government and business, acting as a single team [45].

A license is an administrative legal act that determines the right of its holder to work on a deposit
owned exclusively by the state on the terms set forth in the mandatory appendix to it. As a rule, these
are the duties exclusively in the field of mining and geological aspects. The analysis of the current
licensing form of relations shows the following:

» Mining companies operating in the countries with a high level of statehood work within the
framework defined by the license agreement. In all countries there are additional agreements to the
license, aimed at the participation of the subsoil user in the socio-economic development of the region
in which the deposit is located.

+ Additional requirements for tightening the ESG environmental and social principles are virtu-
ally absent from licenses, despite the fact that control over their compliance is one of the priority tasks
of the owner of the field, i.e. the state. The lack of transparency and digital threshold indicators for
their determination, ignoring the participation of representatives of local communities in determining
the actual ESG indicators, insufficient level of competence of mining engineers and mining company
management create the circumstances for formulation of additional requirements for the license user,
usually related to payment of additional royalties to local communities.

* The licensing regime is most effective in countries that have competitive extractive companies
and their own state mechanism for regulating their activities with a full range of supervisory func-
tions. These include: assessment of the accuracy of the choice of exploration models and mining
technologies; storage and reliability of cores obtained by the subsoil user, geological information and
primary digital geophysical data; determination of qualitative and quantitative rent features of the
field; determination of the timing of work on the field; ongoing control over the execution of the
license; application of new advanced technologies; availability of personnel training system; use of
safe technologies.

« Many countries, supporting national companies, establish certain benefits as part of additional
license supplements, including the creation of jobs in low-margin fields, reduction in extraction taxes,
or the creation of transport infrastructure for the company.

* The license agreement is most preferable for all countries that seek to ensure their own state
sovereignty, comply with market admission mechanisms to conclude a subsoil use contract, have a
framework law based on the norms of public law, and a favorable business climate.

Classical mineral concessions, as a civil legal regime of subsoil use, are the most widely used,
since most of the states rich in mineral resources do not have their own investment capital and are
largely dependent on loan obligations. Often these states do not even have primary geological infor-
mation on their deposits. In fact, the subsoil users take on the responsibilities of the state, including
exceptions to national regimes. There is no universal form for these contracts due to the fact that they
contain a wide variety of reciprocal obligations. The most common are: concession agreement; li-
cense with civil law clauses; service agreement, risk-service agreement, lease; joint venture; produc-
tion sharing agreement (PSA), a special form of concession that provides for the state to pay its obli-
gations to the subsoil user not with money, but with the minerals extracted. The analysis of the impact
of these regimes at the macroeconomic and microeconomic levels in weak and transitional economies
shows that more than 90 percent of these countries use the individual civil law regime. Analysis of
the effectiveness of its application for these states shows the following:
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» Raw material concessions in their classic form are widely used by the countries with underde-
veloped economies that are highly dependent on loans and creditors. There is no state mechanism of
professional management of mineral resources, competent personnel, its own mining companies,
transport infrastructure, and the ability to independently sell raw materials on the global commodity
market and provide project lending. After a deposit is placed under concession by these countries, the
subsoil user begins to make the promised payments, usually 2-5 years after the deposit is put into
operation. The state, as a rule, receives minimal funds in the budget. Thus, the economies of most
countries receive no more than 5 percent of the natural resource rent from the exploitation of deposits
on the grounds that the minerals are exported to other countries and processed there into direct-use
goods. The main natural resource rent unreasonably goes to the subsoil user.

» The commodities sector, despite huge risks, remains a highly liquid business. At the same time,
the use of the civil-law regime creates a serious degree of conflict intensity, since there is an expec-
tation of budget growth and social development within the public consciousness, but the concession
does not meet the societal expectations of well-being.

« Commodity concessions are widely used when significant capital investment is required and
the state is unable to take on either the role of an investor or the role of an effective manager. Often
these are the facilities that require not only financial investments, but also the involvement of com-
petent engineering personnel who can ensure the profitability of the project through the introduction
of innovative technologies and training of personnel to work with them.

*A feature of the classic mineral concession is the creation of unfair conditions for access to
subsoil due to additional requirements for the subsoil user, which create distrust in society towards
the country's leadership.

« Concession in the form of a production sharing agreement in Russia led to the creation of the
environment for competition between the license and contractual regimes of subsoil use. Russian
experience in the management and regulation of PSA projects shows that this format of the agreement
made it possible to attract foreign investors at a time when there were practically no financial injec-
tions into the country. But after a few years, there was a clear public understanding of the specific
nature of such solution. Foreign investors were not committed to placing orders with domestic en-
terprises or employing local staff, including highly skilled engineers. They used only their own
resources and suppliers, which nullified the prospects of a domestic core industry or the creation of
new jobs. As a result, this regime was preserved only at a few fields; moreover, the amendments
introduced under the pressure of the government practically create conditions for the creation of joint-
stock companies on their basis, whose relations with the state will be regulated by license agreements.

* The “Golden share” regime is widely used to maintain control over the activities of foreign-
owned mining companies during the transition period of the economy.

The overall analysis of the activities of mining companies, in view of the applied subsoil use re-
gime , was carried out with the consideration of the tightening of the monetary policy of the Interna-
tional Monetary Fund, the World Bank and the European Central Bank. This created additional prob-
lems for countries with mineral-resource based economies, especially those using various forms of
mineral concessions. An increase in key rates would put more pressure on their economies as debtors
(it could be more than two trillion dollars a year) and scale up their dependence on external influence,
leading to a debt crisis that would devaluate the currency of a debtor country.

The quality of geological information. The trend in the development of mineral resources is
unrestricted exploitation of deposits and local communities by business. The current depletion of
easily accessible mineral reserves is the result of profit motives and the lack of a public resource
management strategy in most states. The importance of primary geological information provided by
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mining companies is underestimated by many countries and they do not have a significant impact on
its evaluation. Classical mineral concessions largely ignore the very fact that it needs to be transferred
to the state.

It is clear that the key to creating a favourable business climate and minimising human impact
on the environment is the ability of the government and business to objectively assess the qualitative
and quantitative characteristics of the deposit. It is also the basis for determining the boundaries of
areas to be exploited; the rent to be paid for the exploitation of deposits; natural resource reserves;
and the rational exploitation of subsoil resources.

Federal and regional authorities and financial and investment institutions are continually tighte-
ning requirements for the reliability and validity of geological information. This trend a priori in-
creases the amount of funding for mineral projects and increases the risks of such investments. In this
regard the importance of a high level of independent and professional geo-economic evaluation of
natural resource deposits is increasing, irrespective of the existing business model.

Expertise of reserves, including state expertise, as an integral part of controlling their accuracy
and validity, is a mandatory element in the process of monetising natural capital and transforming it
into natural, social and human capital. The reliability of these figures is subject to particular oversight
in almost all industrialised countries. After all, mining companies use this data to raise capital on
stock exchanges by issuing securities.

However, in many states, the functions of expertise are divided between different agencies,
which do not contribute to the harmonisation of the sector. Often there is no clear delineation of the
responsibilities and powers of various state institutions, which creates additional difficulties for busi-
ness, does not contribute to the efficiency of state regulation and directly affects the reliability of
estimates towards underestimation.

Uniform standards and rules governing the methodology of exploration and geological and eco-
nomic examination of deposits and contributing to the international integration of enterprises can be
developed and adopted solely on the basis of the results of an authoritative, streamlined system of
state expertise. This includes classifying reserves and developing guidelines for their application that
ensure that they are not abused in the case of excessive liberalisation of the economy and establish-
ment of a fair rent for the exploitation of each specific mineral deposit.

Conclusions. Public opinion in all countries is unanimous that raw materials are the basis for the
development of our and future civilisations. Their effective management requires the creation of a
planetary environment of trust, transparent state regulation, and professional state action, based on a
strategy for predicting progress and maximizing mineral productivity. The scale of the complexity
and uncertainty of these challenges creates a societal need to develop new ways of thinking, identi-
fying problems and addressing them. Mankind has specific strategic objectives: to prolong the period
of exhaustion of easily accessible minerals, to provide technical and technological access to the deep-
seated riches of the Earth. Their achievement faces the problems and challenges of the actively emer-
ging unipolar global financial neoliberal ideology and economic liberalism, which, including through
sanctions pressure on competitors, create an environment of distrust in the dollarization of global
trade and reduce business confidence in protection of its investments. Moreover, new international
financial elites influence public opinion through 1T-technologies, in connection with which there is
no common understanding in the society of the events taking place in the world, which accelerates its
stratification. New scientific knowledge is not sufficient for the progress in this matter. The problems
that many researchers deal with: the genesis of deep-seated hydrocarbons, the influence of thermo-
dynamic processes of the Earth [32, 46], technologies of deep subsurface development [47-49], and
problems of subsurface use [50-53], are comparable with humanity's conquest of space. For example,
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drilling parametric ultra-deep boreholes requires not just large investments, but also the pooling of
new knowledge and resources that are in the hands of political and financial elites.

Our study has shown that existing technologies used in the mining industry, accumulated scien-
tific knowledge allow us to argue that humanity's dependence on the ecosystem has decreased due to
the extensive possibilities of converting energy and producing goods and services, mainly from min-
erals. However, the biosphere around us is being transformed by the man into an environment with
“destroyed nature” by strengthening of financial neoliberal and liberal economic ideology, which is
changing everyday life, mentality, and, to a large extent, society itself. Understanding that there is no
dogma in modern science and using the empirical data and analysis gathered, we consider that it is
important to involve a broader community of scientists in the study to develop an optimal model of
state participation in governance, and bring the following conclusions for discussion:

« Countries with resource-based economies must play a special role in minimizing the environ-
mental problems that arise during the exploitation of natural resources, consider the social and eco-
nomic consequences of such operations, and look for new ways to increase the sustainability of the
mining industry.

« State policy on the management of mineral resources should take into account an in-depth ana-
lysis of case studies, as well as a spatial analysis of the organization of the dialogue between the
government and extractive companies, a systematic analysis of the dynamics of the development of
mineral-rich economies. Thus, most of the states with huge reserves of raw materials have weak
economies due to the absence of an effective system of state regulation of the process of subsoil
management.

* The global neoliberal financial and liberal economic ideology, which denies the need for state
regulation in subsoil use, is creating a radically new moral order and debt-based economic regime.
This increases distrust of the dollarization of international trade, reduces public confidence, worsens
the business climate, reduces the level of investment protection and competition through the sanction
mechanism.

« Virtually all of these countries use various forms of civil law contracts between the government
and the subsoil user. The growth of these economies, based only on an increase in the market value
of resources without simultaneous institutional changes, has no fundamental basis and causes serious
contradictions in social relations within these states. The local population actively opposes the per-
ceived impact on the biosphere, changes in sedentary habitation and habitat shaped by generations,
requires greater involvement in decision-making on the admission of subsoil users to the fields, the
development of infrastructure, and the allocation of monetary compensation. There are serious prob-
lems with trust in the activities of mining companies and control by the local population of compli-
ance with the ESG principles

* One of the current trends in the global economy is the increasingly insistent demands for the
implementation of ESG principles in the activities of mining companies. However, it does not take
into account the strong influence of national governments on business activities, since more than
85 % of the world's mineral resources are in the hands of the states. In various countries, various
forms of civil law contracts are being concluded, and social licenses are being actively imple-
mented, which have an ambiguous impact both on relations in society and on the financial stability
of business itself.

* The general trend in the development of legal relations between the state and extractive com-
panies is aimed at strengthening the administrative and legal form with some civil law reservation
clauses. The effectiveness of this mineral management policy is a serious subject of discussions and
debates at the local and broader level.
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The need to increase reserves, the growing demand for mineral resources, and the growing ex-
pectations of local communities towards operating companies require new approaches to state man-
agement of the process of working with deposits. Only active, professional, transparent activities of
the government concerning the management of the entire complex of minerals will allow to ensure
the stimulation of economic growth and job creation; to strengthen statehood and confidence in the
mining companies; to ensure sustainable development and stabilization of social relations in the state.
These policies are important not only in dealing with the deposits, but also in dealing with such wide-
ranging issues as environmental diplomacy and increasing confidence of local population while
providing access to mineral resources, which are often located in places where professional workers
are absent and even armed conflicts take place.
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