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Abstract

This paper estimates the effects of taxes on mining exploration and production and derives
revenue-maximizing tax rates in the mining sector. Using a comprehensive panel of firms’
worldwide extraction and exploration expenses, I show that the response to taxation oper-
ates almost entirely at the extensive margin through a reduction in exploration expenses. I
establish these results by exploiting both global tax variations and the four largest world-
wide tax increases in the sector. To identify causal effects, I rely on event studies comparing
both affected to non-affected firms and subsidiaries within affected firms. Based on my re-
sults, I then characterize the revenue-maximizing sales-based royalty and income tax rates. I
find that the revenue-maximizing tax rates exceed currently observed rates, suggesting that

mining countries could increase tax revenues from extractive activities.
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