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ABSTRACT 

The abundance of natural resources is usually considered the blessing for the countries that 

own such resources. However, such wealth is often associated with poverty and a slower 

economic growth. This phenomenon is called the resource curse, and it shows that most 

countries that are rich in natural resources have markedly reduced economic growth and 

development, and it shows that the wealth of natural resources adversely affects their 

economies, although it is intuitively expected to be the opposite i.e. that such wealth would 

have a positive impact on the country’s economic development. This paper, a product of the 

mentor-student joint effort, studies the paradox of natural resources and its most common 

channels through which it is converted from a blessing into a curse. The purpose of this study 

is to make conclusions about the existence of the natural resource curse, and to show the way 

or channel through which the wealth of natural resources becomes a blessing or a curse. The 

research was conducted in the countries where the largest part of exports in total 

merchandise exports were exports of natural resources, and  such countries were selected 

from the region of Sub-Saharan Africa given that in this region natural resource curse is the 

most present. In the paper the export of natural resources is analyzed and compared with a 

GDP per capita of those countries, the dependence of these countries on the prices of 

resources is analyzed as well as diversity of their economies, the quality of institutions, and 

the presence of corruption. The data, which were used for analyzing, are statistical data 

collected by the World Bank, and the data from the other statistical sources related to such 

matters (BP and Transparency International). 

Keywords: natural resources, natural resources curse, economic growth, development, 

institutional quality. 
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1 INTRODUCTION 

Natural resources are extremely important in the world economy and trade, especially the 

non-renewable natural resources such as oil, gas and minerals. For countries that have them, 

these natural resources are deemed to be blessed, but over the last few decades, various 

studies show a strange paradox. The majority of countries, which are, extremely rich in 

natural resources, have no positive benefit from them. Nevertheless, the opposite happens – 

they experience extremely low economic growth and  are faced with different problems, 

which are linked to natural resources. Therefore, the link between the natural resources and a 

poor economic performance of the country has been established. In the literature, this 

situation is called the natural resource curse or the paradox of natural resources. 

Natural resources are one of the four factors of economic growth. Economists have found that 

there are four factors, determinants of economic growth (Samuelson & Nordhaus, 2000) and 

these are natural resources, human resources, capital goods and technology. 

Nevertheless, natural resources are defined as "stocks of materials that exist in the natural 

environment that are both scarce and economically useful in production or consumption, 

either in their raw state or after a minimal amount of processing" (WTO, 2010). The most 

common example of non-renewable resources are fossil fuels and mineral coats. While there 

are many resources that can be classified as natural resources, in this paper is mostly about oil 

and oil products, gas, coal and coke. In the past decade, it has been noted that oil, natural gas 

and other natural resources do not always have a positive effect on economic growth and 

prosperity, even they should since they represent the production and export, which increases 

the country's GDP and therefore encouraging economic growth. Many African countries such 

as Angola, Nigeria, Sudan and Republic of Congo are rich in oil, diamonds and other 

minerals, and yet residents have a low income and low quality of life. On the other hand, East 

Asian countries like Japan, Korea, Taiwan, Singapore and Hong Kong have almost reached 

the standard of the West, although they are actually peninsulas without the export of natural 

resources and any significant amount of natural resources. 

Some countries did gain positive benefits, which can be attributed to the wealth of natural 

resources. For example, Ecuador has experienced a significant increase in income after the 

resource boom, German and British industrial revolution was triggered by a large discovery of 

ore and coal and Norway has made good use of their natural wealth and turned it into 

economic prosperity for all next-generation (Papyrakis & Gerlagh, 2003). Ross (2012) also 

mentioned similar allegations in the same context, which claims that this phenomenon does 

not apply to all countries. The countries such as Norway, Canada and the UK have  developed 

as one of the largest economies of the world, regardless of the share of natural resources in the 

economy, resulting from the strong economy and strong democratic institutions. Natural 

resources are an important source of national prosperity, yet different experiences and studies 

show that natural resources are not necessary and sometimes not even enough for the 

economic well-being and economic development. The researches show that the abundance of 

natural resources is the problem only of the poor countries, which is the irony of oil wealth 

because these are the countries with the greatest needs, but eventually they suffer from its 

own wealth (Gylfason and Zoega, 2002a, 2002b). 

If one considers the definition of economic growth and the impact of the export of natural 

resources from countries that are rich in them, the given situation presents incomprehensible 

mystery which shows that in this case the wealth in natural resources and export of natural 

resources, not necessarily affect the increase in GDP and the increase in economic growth in 

the long term. For example, the countries that are one of the largest oil producers in the world, 

such as Algeria, Angola, Iran, Saudi Arabia, Venezuela and even Trinidad and Tobago, have 



experienced a significant decline in per capita income in recent decades, and as one of the 

most negative examples is Nigeria, where 70% of the population lives on less than one dollar 

a day, which is disappointing  if we take into account the fact that earned Nigeria over 340 

billion dollars in revenue from the production and export of oil since 1970 (Schubert, 2006). 

A tendency where countries which are rich in natural resources have low economic growth 

represents a "conceptual puzzle" (Papyrakis & Gerlagh, 2003) because economists believe 

that natural resources are a potential source of income, and such revenues have transformed 

the capital with the aim of supporting the increase in output in the future. This phenomenon is 

called the resource curse or "the paradox of natural resources" (as it was called by J. Stiglitz). 

The resource curse is therefore certainly a surprising empirical result showing a negative 

relationship between the wealth of natural resources  and their economic growth (Torres et al., 

2013). The above is first confirmed by Sachs and Warner in many of their research on the 

same subject (1995, 1997a, b, c, 1999a, b, 2001), and later it became a fact in many studies of 

different authors and scientists. 

Economic explanations are trying to find the causes of the above curse and it is believed that 

the cause lies in the  exposure to high price fluctuations, and in a high dependence of these 

countries on oil prices, which directly affects their GDP and thus economic growth (Le 

Billon, 2008). Then the curse is explained over the fall or weakening of trade, the depreciation 

of natural capital, squeezing the sector that is not a resource sector, rent seeking, as well as 

bad and misguided economic and social policy. 

Political explanations show the negative effects of the natural resource renting, shortsighted 

and bad politics and politics of special interests. This all leads to high levels of corruption and 

the country's fiscal independence, due to large resource revenues, leading to a lack of 

democracy and all of this is resulting in reducing the quality of institutions and the 

government itself (Le Billon, 2008). Additionally, a big problem that arises because of 

dependence on resources is the unfair and unequal distribution of income. 

Many indirect and direct influences shape the phenomenon of the resource curse. The 

discovery of natural resources leads to a sudden increase in income, which leads to laziness 

and less need for good economic governance and the quality of institutions (Papyrakis & 

Gerlagh, 2003, according to Sachs & Warner, 1995; and Gylfason, 2001a, 2001b). The 

economies that suffer from corruption, low investment, which have large actions of 

protectionism, closed trade and low rates of education, are unlikely to benefit from the natural 

wealth for the opposite indirect effects. According to Papyrakis and Gerlagh (2003), their 

empirical analysis indicates that the wealth of natural resources increases growth, if the 

negative indirect effects are excluded.  In fact, the wealth of natural resources itself in one 

country does not adversely affect economic growth, on the contrary, it should have a good 

effect, but the possession of natural resources leads to many other negative variables which 

impact negatively on economic growth, thereby creating a negative correlation between 

natural resources and the rates of economic growth. 

 

 

2 METHODOLOGY 
 

The literature and research have shown that countries, which export the majority of natural 

resources in the world, possess similar characteristics. In this analysis, we will try to show the 

most important characteristics of natural resources curse in the countries with a high share of 

natural resource exports in their total exports. Countries chosen for the analysis are Republic 

of Congo, Gabon, Nigeria and Sudan, all from Sub-Saharan Africa. Based on the analysis of 



all countries, it is concluded that this region comprises the poorest natural resource exporters 

in the world1 (as measured by GDP per capita and exports of natural resources) and it is most 

affected by the natural resource curse. In the following analyses, the selected countries are 

analyzed for a period of 25 years, from 1988 to 2012. Due to the unavailability of data, the 

analysis of data is taken from the last known year, which is noted in the analysis. 

We will analyze the export of natural resources and changes in the growth of GDP per capita, 

the dependence of countries on the prices of natural resources, the diversification of the 

economy, i.e. how dependence on exports of natural resources affects the diversification of 

the economy and also  the quality of institutions and the level of corruption in these countries. 

According to the law of economy, countries that have a wealth of natural resources and that 

trade with them should enjoy a high degree of development. Nevertheless, the countries from 

Sub-Saharan Africa are extremely poor with a very low rate of GDP. The aim is to show that 

these countries are affected by other problems, such as a high dependence on fluctuations in 

fuel prices, the Dutch disease, a substantial increase in non-quality institutions and the 

problem of high levels of corruption. In the literature, if a country is affected by these 

problems, natural resources become a curse, instead of a blessing, and the country cannot 

enjoy economic growth and development, remaining underdeveloped and poor. 

Exports of natural resources and changes in the growth of GDP per capita were analyzed 

based on comparison of exports (as a percentage of total exports of the country) and GDP per 

capita. The dependence of  countries on the prices of natural resources was analyzed based on 

the comparison of changes in GDP per capita and the changes in crude oil prices. The 

diversification of the economy was analyzed by comparing the average  exports of natural 

resources, of agricultural resources2 and other manufactured goods3 in the period studied 

(from 1988 to 2012). The quality of institutions was analyzed by the government's indicators 

in the last observed year, while the level of corruption was analyzed based on the index of 

corruption in the last year studied. In the analysis, we used the data from the World Bank4, BP 

- Statistical Review of World Energy 2014 Workbook5, and the Transparency.org6. 

 

 

3 RESULTS 

 

Table 1. Fuel exports and GDP per capita in Sub-Saharan Africa  

                                                           
1We analyzed the so-called "dependent" countries, i.e., countries that are dependent on natural resources and 

where the average share of the export of natural resources in the last 25 years was greater than 50% of total 

exports. 
2Agricultural raw materials exports (percentage of merchandise exports) - Classification according to SITC 

section 2: raw materials except fuels, coal, petroleum and precious stones. 
3Manufactures exports (percentage of merchandise exports) - goods from SITC sections 5: chemicals, basic 

manufacturing, machinery and means of transport, other manufactured goods. 
4Indicators: GDP Growth Anual Per Capita (NY.GDP.MKTP.KD.ZG), GDP constant 2005 US 

(NY.GDP.MKTP.KD) Agricultural raw materials exports% of merchandise exports (TX.VAL.AGRI.ZS. UN) 

Fuel exports (% of merchandise exports)  (TX.VAL.FUEL.ZS.UN), Government Indicators, Manufactures 

exports (% of merchandise exports) (TX.VAL.MANF.ZS.UN). 
5 Oil: Crude oil prices 1861 - 2013 (US dollars per barrel) 
6 Indicators: Voice and Accountability (VA), Political Stability and Absence of Violence / Terrorism (PS), 

Government Effectiveness (GE), Regulatory Quality (RQ), Rule of Law (RL) Control of Corruption (CC). 



Source: Made by the author according to the data from http://www.worldbank.org/ (indicators: 

NY.GDP.PCAP.CD. TX.VAL.FUEL.ZS.UN) 

 

 

Chart 1. Changes in GDP per capita in export-dependent countries in the region of Sub-

Saharan Africa 1988 – 2012 

Source: Made by the authors according to the data from http://www.worldbank.org/ (indicators: 

NY.GDP.MKTP.KD.ZG) 

 

                                                           
7 These resources belong to the standard international classification: SITC Rev. 3 Section 3 - Mineral fuels, 

lubricants and related materials (Standard International classfication, Rev. 3 code 3) and this classification of 

natural resources continues to be used in this paper under the term "natural resources" unless otherwise 

indicated. 

Region Country 

 

Fuel exports 

(% of 

merchandise 

exports) 7 

GDP per capita ($ 

current) 2012 

GDP per capita ($ current)   
The average of the region 

Sub-Saharan 

Africa 

Congo, Rep. 

Gabon 

Nigeria 

Sudan 

 

67,72 (2010) 

83,13 (2009) 

84,04 (2012) 

90,86 (2011) 

 

2.401,30 

10.577,92 

2.507,68 

1.439,53 

 

4.231,61 

http://www.worldbank.org/
http://www.worldbank.org/


 

Chart 2. - The ratio of GDP per capita and the price of crude oil in selected countries of Sub-

Saharan Africa (1988-2012) 

Source: Made by the authors according to the data from http://www.bp.com/ - BP -Statistical Review of World 

Energy 2014 Workbook and http://www.worldbank.org/ (indicators: NY.GDP.PCAP.CD) 

 

  
Chart 3. The diversification of the economy in the region of Sub-Saharan Africa (the average 

export from 1988-2012) 

Source: Made by the authors according to data from http://www.worldbank.org/ (indicators: 

TX.VAL.AGRI.ZS.UN, TX.VAL.FUEL. ZS.UN and TX.VAL.MANF.ZS.UN) 

http://www.bp.com/
http://www.worldbank.org/
http://www.worldbank.org/


 

 

Chart 4. Governance indicators in the export-dependent countries in sub-Saharan Africa, 

2012 

Source: Made by the authors according to the data from http://info.worldbank.org/ (Governance WGI) 

 

 

Chart 5. The corruption perception index  in the region of Sub-Saharan Africa, 2012 

Source: Made by the authors according to the data from http://www.transparency.org/ (CPI) and 

http://data.worldbank.org/ (indicator TX.VAL.FUEL.ZS.UN) 

 

Research results: 

Table 1 shows that these countries have an extremely low GDP per capita despite the fact that 

they are major exporters of natural resources, and regardless of these natural resources, they 

have not gained economic stability and development. 

In Sub-Saharan Africa, the oscillations - rise and fall throughout the studied period are visible 

and high, as shown in the Chart 1. The changes in growth or decline in GDP in the observed 

http://info.worldbank.org/
http://www.transparency.org/
http://data.worldbank.org/


25 years is highly visible, and the fluctuations are large. There was also a steep  fall and 

growth of GDP in very short periods. None of these countries has sustained a noticeable 

stable level of GDP per capita. The most striking change happened in Nigeria. In 2003, 

Nigeria had a particularly high growth, but then in the next year  it fell sharply, and continued 

to rise and fall, which is understandable considering that Nigeria is one of the most unstable 

countries of all observed countries. The main reason lies in the fluctuations of the oil prices. 

In the period from 1988 to 2012, there have been several major fluctuations in fuel prices. 

These fluctuations affect the GDP of the country if the country is largely dependent on oil 

exports, and if exports of natural resources represent the largest share of all exports. Chart 2 

shows the impact of those price changes, i.e., the relationship between GDP per capita and the  

price of crude oil through the studied period. In these charts, it is evident that the increase or 

decrease in oil prices almost perfectly follows the rise and fall in GDP per capita. It is 

therefore visible that in all of those countries that are dependent on exports of natural 

resources, prices and fluctuations in the price of natural resources are strongly reflected in 

economic growth.  

Chart 3 shows the (non)diversification of the economy and sectors in the selected countries of 

Sub-Saharan Africa. The average exports of natural resources were studied, as well as the 

export of agricultural resources and other manufactured goods in the same period of 25 years. 

In these countries, the specialization in exports of oil is evident while other sectors take up a 

small percentage of total merchandise exports. The diversification is low and export of natural 

resources leads over all other sectors. The only exception is Sudan, which is more diversified 

compared to the other observed countries, where exports of natural resources represent more 

than a half of the total average exports in the studied period. However, the other 

manufacturing sectors were also noticeable. 

The social effects and quality of institutions are examined through indicators of an institutions 

quality that are Voice and Accountability (VA), Political Stability and Absence of Violence / 

Terrorism (PS), Government Effectiveness (GE), Regulatory Quality (RQ), Rule of Law (RL) 

Control of Corruption (CC)8. Chart 4 shows the mentioned indicators in these countries in 

20129. Indicators represent a range rating of between -2.5 (the worst rating) and 2.5 

(maximum, or the best rating). The Sub-Saharan region is the poorest region of the world, 

according to government indicators. All countries have a negative mark except Gabon that has 

a positive mark only in political stability. However, it is far from a democracy, like most of 

                                                           
8Voice and Accountability (Reflects perceptions of the extent to which a country's citizens are able to 

participate in selecting their government, as well as freedom of expression, freedom of association, and a free 

media) 

Political Stability and Absence of Violence/Terrorism (Political Stability and Absence of Violence/Terrorism 

measures perceptions of the likelihood of political instability and/or politically-motivated violence, including 

terrorism) 

Government Effectiveness (Reflects perceptions of the quality of public services, the quality of the civil service 

and the degree of its independence from political pressures, the quality of policy formulation and 

implementation, and the credibility of the government's commitment to such policies) 

Regulatory Quality (Reflects perceptions of the ability of the government to formulate and implement sound 

policies and regulations that permit and promote private sector development) 

Rule of Law (Reflects perceptions of the extent to which agents have confidence in and abide by the rules of 

society, and in particular the quality of contract enforcement, property rights, the police, and the courts, as well 

as the likelihood of crime and violence) 

Control of Corruption (Reflects perceptions of the extent to which public power is exercised for private gain, 

including both petty and grand forms of corruption, as well as "capture" of the state by elites and private 

interests). 

Source: Transparency.org 
9 Note: if there was no data in the specific year, the data from the nearest previous year was taken. 



the countries in the region. These countries are also characterized by a weak influence on 

government decision-making,  have a high degree of crisis of political instability, government 

efficiency is very low as well as law and order, there is a high possibility of terrorism and 

violence, and the control of corruption has decreased. 

Corruption is a major problem that is linked to the resource curse. Chart 5 shows the index of 

corruption in parallel with the percentage of exports in 2012. The corruption index CPI 

(Corruption Perceptions Index) shows the perceived level of corruption in some countries. 

The index ranks countries on a scale of 100 (clean) to zero (highly corrupt).  

The  analysis shows that the region of Sub-Saharan Africa is particularly undeveloped and 

poor, regardless of the natural wealth that it possesses and exports. The GDP per capita of the 

region in the monitored period was highly dependent on the oil prices while its GDP per 

capita had great fluctuations, which shows a high dependence of these countries on the oil 

prices that are difficult to control. In addition, it is shown that these countries are not 

diversified because they have all invested in only one sector, the natural resource sector. 

These countries have extremely low government indicators, which show that the institutions 

are very poor and the level of corruption in these countries is extremely high. For all these 

reasons, it is shown that the abundance of natural resources that these countries have, have not 

assisted in their development and economic growth. This can be explained by a poor 

background that those countries have, particularly meaning poor government indicators, bad 

policy and a high degree of corruption, which was the reason why their natural resources did 

not become a blessing but a curse. 

 

 

4 DISCUSSION AND CONCLUSION 

The more common macro-economic effect associated with the flourishing of natural resources 

is called the Dutch disease. High oil revenues increase foreign exchange rates, promote 

negative balance of payments and the burden of imported goods when prices fall. In a short 

period, the competitiveness of the non-natural resource sector is destroyed, displacing all the 

vital sectors such as agriculture and manufacturing, and leaving oil or natural resources as the 

only functional source of income. 

A good example is Gabon, where after the oil exports have risen, the agricultural sector has 

suffered a breakdown, and now the whole country depends on imported food (Schubert, 

2006). Sachs and Warner (2001) have presented empirical evidence to suggest that countries 

that are rich in natural resources tend to increase price levels, and therefore, their non-natural 

resources or other goods are not competitive and cannot be exported. Because of this, they 

lack the benefits of growth associated with exports. They also show that owning natural 

resources has the opposite effect on growth. The loss of competence in the export of non-

natural resources can be a major problem for the future. 

Competitiveness in exports can be reached at some future time when revenues from natural 

resources dry up. Krugman (1987) has shown that countries where production has been 

eroded during the increase in revenues from natural resources can irreversibly lose 

competitiveness. Therefore, a temporary resource boom causes hysteresis, permanent loss of 

competitiveness. For developing countries, this means that their potential in exports of 

manufactured goods and diversify production is stunted. Dutch disease is a relatively 

dangerous phenomenon for the countries because it undermines diversification, which is an 

essential component for the development. 



Diversification promotes competitiveness, innovation, and investment opportunities. 

Countries that have income from oil or other natural resources, focus and invest everything in 

one economic factor. The number of workers in these sectors increases. As such, the country 

is failing to diversify its own skills, and it is caught in the trap of dependence on oil and thus 

in itself prevents the growth and modernization. 

One characteristic of natural resources is the occasional extreme price volatility, especially in 

the field of oil. Prices for minerals and metals have also fluctuated dramatically in previous 

years, although their importance to the world economy is reduced due to the lower 

contribution in the world trade. According to the IMF, the price of oil rose 234% from 2003 

to 2008 while metal prices rose by 178% (WTO, 2010). The dependence on oil and volatility 

of oil prices on the international markets leads to significant fiscal planning and spending 

problems, leading to financial disaster when the oil price collapses. That also creates 

instability of currency, prevention of trade liberalization and the quality of government 

spending is dramatically reduced (Schubert, 2006). Less developed countries whose export 

mainly consists of primary goods are faced with greater instability revenue generated from 

exports than the developed countries. This is due to large fluctuations in the prices of primary 

goods. Volatility leads to temporary trade shocks and suggests the possibility of constantly 

recurring crises. For example, since the discovery of oil in Nigeria, the country has become 

one of the ten most unstable economies of the world. This is because the primary goods in 

these countries have a large share of GDP, and any change in price leads to a big shock to 

their economy (Nelson & Behar, 2008). 

Economic institutions are important for economic growth, since they determine how 

economic inputs are transformed into economic output and growth (Karabegović, 2009). 

Observation of developing countries that are rich in natural resources reveals a stark contrast 

between the successful countries (Australia, Canada, and Scandinavia) and unsuccessful 

countries as in the case of the African countries. This suggests that the development of a 

successful modern economy based on exports of natural resources, crucially depends on the 

existence of the right policies and institutions that support them. Lately, there are more and 

more agreement on explaining this curse that is related to institutions, where it is said that 

better quality institutions reduce natural resource curse, but then the curse of resources affects 

the quality of institutions (Torres et al. 2013). 

The natural resource curse is closely connected with the government and government 

responsibility. Governments that receive their income from natural resources become less 

democratic, and therefore less responsible than countries that rely on other sources of income, 

such as taxation. One reason for this behavior is that when governments have a wealth of 

income they tend to use them to suppress dissent - for example for the creation of local 

military forces. It has been shown that the governments of the countries that are rich in natural 

resources spend very large amounts of money on military power. Another reason is 

corruption. Instead of serving all citizens equally, corrupt government seeks favoring the rich, 

because the poor cannot pay the necessary bribes. The third reason is the involvement of the 

military. In some countries, resource industries are controlled by the military, giving the 

armed forces a greater autonomy and a greater influence on civil government (Ross 2012b). It 

is evident that the effects of dependence on natural resources in the economy and the 

government can strengthen each other, creating a trap. For example, economic stagnation 

destabilize the government. When government becomes unstable, corruption flourish. Corrupt 

government cannot manage the economy in the right way and cannot neutralize stagnation. 

Many countries have fallen into the trap of this kind. Sometimes the outcome of this are civil 

wars. If a country seeks rapid development for escaping from poverty, neither the oil nor any 

other natural resource are not a blessing. 



The recent research has shown a link between the wealth of natural resources with corruption. 

This connection is more visible and stronger in less democratic countries (Bhattacharyya and 

Holder, 2008). However, many studies have shown that if the government of a country gets 

high income from natural resources, it increases the probability of being corrupt. Part of the 

problem is the large amount of revenue that is due to resources. The government can absorb 

and effectively track only a limited amount of money. The wealth of resources often floods 

the government with more income than they cannot manage them effectively. Another part of 

the problem comes from the fluidity and volatility of resource revenues: rapidly descending 

and revenue streams lead to flooding the normal procedures of budgeting and can weaken the 

state institutions. 

The analysis indicates that the natural resource wealth quite easily can become a curse and 

cause many problems in the country if the country suffers from certain weaknesses and if 

there is no pre-based high-quality institutional framework, as shown in this paper on the 

example of countries in  Sub-Saharan Africa. Poor institutional background has extremely 

hindered the economic growth and development there, and regardless of the wealth of natural 

resources, these countries have failed to create and maintain long-term economic growth. On 

the other side, if a country already has a good background for growth and development (such 

as Norway), the resource curse disappears and resources are positively associated with 

economic growth. In fact, the wealth of natural resources in one country does not adversely 

affect economic growth. On the contrary, it should have a good effect, but the possession of 

natural resources leads to many other negative variables, which affect economic growth 

negatively, thereby creating a negative correlation between natural resources and the rates of 

economic growth. 
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