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¨ Simple association: More natural wealth ⟹ More 
economic activity ⟹ More growth
¤ If you have more wealth in the ground, your society will develop industries and 

technology to use it, this leads to growth and development

¤ Intuitive – Many examples of countries with enormous resource wealth that are 
economically developed today (US, Canada, UK (colonial extraction), others…)
n But what about other rich countries with very little natural resource wealth (Example: Japan, 

Greece)

¨ Other possible relationship: More natural wealth ⟹
Over specialized economies, crowds out innovation, 
leads to highly centralized returns ⟹ Less development
¤ AKA: The “Resource Curse”



Anecdotal evidence of “Resource 
Curse”
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¨ Examples: 
¤ Democratic Republic of Congo (copper, coltan, minerals, 

rubber, others)
¤ Cameroon (oil, timber, rubber)
¤ Nigeria (oil)

¨ But economists don’t come to conclusions based on anecdotal 
observations

¨ Note the resource curse is different from “Dutch Disease”
¤ Dutch Disease is about instability due to a discovery of natural resources

¤ This can have negative development effects, but it’s not the same story as the 
resource curse



Sachs and Warner (2001)
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¨ Research Question: Does natural resource 
abundance have an effect on economic growth and 
if so how much?



Previous Literature
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¨ Mostly skipped
¤ Very short introduction

¨ Highlight just previous work that supports their 
characterization of the status of the question
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Fig. 1. Growth and natural resource abundance 1970}1989.

Fig. 1 shows why regression studies such as Doppelhofer et al. (2000) tend to
"nd robust results. The "gure shows that none of the countries with extremely
abundant natural resources in 1970 grew rapidly for the next 20 years. This fact
holds up using a variety of measures of resource abundance. Moreover, most of
the countries that did grow rapidly during this period started as resource poor,
not resource rich. The exceptions to this general tendency were Malaysia,
Mauritius and Iceland. However, these were the only exceptions and, as one can
see from Fig. 1, they were not strong exceptions.

Although the empirical evidence mentioned above is strong by conventional
standards, we will now discuss a possible way that these results are misleading.
It is possible that the negative association is a by-product of a subtle bias. To see
this, suppose that there was an alternative variable, constant through time, that
a!ected growth. We will call it a country's geography for the purposes of
argument. Suppose also that countries were randomly endowed with natural
resources in a way that was not correlated with their geography. If we let time
pass in such a world, eventually the countries with favorable geographic condi-
tions would have high income, since they would have been growing for a while.
Because of their high income, they would appear to have low shares of natural
resources in the economy } not because they were inherently poor in natural
resources, but because the rest of the economy would have been growing. On the
other hand, the poor-geography countries would still appear to be high-natural
resource economies, since the rest of the economy would not have been growing.
Now suppose we were to measure growth and natural resource as a share of
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Motivation
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¨ Casual observation and intuition

¨ Robust empirical relationship observed in the 
past
¤ Replicable
¤ Robust to many controls

¨ Highlight worry:
¤ Need to control for geographic characteristics when 

measuring the dependent variable the way they do
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Economic 
Growth

Natural 
Resource Share 

in GDP

Natural 
Resource 

Abundance

Geographic 
Qualities

Good geographic 
qualities lead to 
higher growth, 
lead to larger 

GDP

Sachs and Warner claim to control for this with including geographic control 
variables and/or controlling for past economic growth



Results (from previous paper)
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Table 1
Regression of economic growth on natural resource abundance, 1970}1990, controlling for growth
in the 1960s!

Log GDP 1970 !1.8
(8.87)

Natural resource abundance !9.9
(6.50)

OPEN 1.3
(3.2)

Log investment 0.8
(2.4)

Rule of law 0.4
(3.8)

Terms of trade change 0.1
(2.1)

Growth 1960}1969 0.02
(0.2)

R! 76%
N 69

!Source: Sachs and Warner (1997).

regressions in Tables 1 and 2 that there was an omitted variable in our previous
growth regressions that can account for the curse of natural resources.

This concludes the section on whether the `curse of natural resourcesa
is a statistical mirage from natural resources being the only surviving sector
in slow-growth countries. To summarize, the evidence is not supportive for
two reasons. Controlling for previous growth rates does not eliminate
the natural resource variable from the regression. And direct controls
for geography and climate variables do not eliminate the natural resource
variable.

We also wish to mention two other empirical points that are sometimes raised
about the resource curse "nding. Sometimes it is argued that the natural
resource e!ect should be linked to the magnitude of economic rents from the
natural resource, and thus we should distinguish minerals (which generally have
high rents) from agriculture (which generally has low rents). In the same vein,
perhaps processed agriculture should be distinguished from primary agriculture.
The main response to these objections is practical. The variation in mineral
exports across countries is responsible for a large fraction of the overall vari-
ation in the natural resource variable, so that the inclusion or exclusion of
agriculture does not much alter the basic empirical results. The countries, which
do have signi"cant natural resource exports other than minerals, include Iceland
("sheries), Fiji, Cote d'Ivoire, and Mauritania. For most country's, however,
changes in the de"nition of natural resources is not as quantitatively important
as one might think.
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Table 2
Growth regressions with the natural resource variable and the geography and climate variables.
Dependent variable: growth per-capita 1970}1989

(1) (2) (3) (4) (5)!

Log GDP per pop '70 !0.31 !0.20 !0.37 !0.69 !0.86
(1.00)" (0.67) (1.19) (2.12)# (2.51)#

GDP70!OPEN 1$ !1.52 !1.68 !1.82 !1.13 !1.11
(3.34)% (3.72)% (4.08)% (2.58)# (2.33)#

Share of years open (OPEN) 16.21 17.63 18.77 12.75 12.45
(4.19)% (4.64)% (4.98)% (3.44)% (3.11)%

Natural resource abundance !0.05 !0.05 !0.04 !0.04 !0.03
(N.R. exports/GDP in 1970) (4.91)% (4.29)% (3.44)% (3.72)% (2.57)#
% Land w/in 100 km coast 0.63 0.60

(1.27) (1.20)
Km to closest major port 0.00 0.00

(0.28) (0.14)
% Land in geographical tropics !0.87 !0.64

(1.77) (1.23)
Falciparam malaria index, 1966 !1.41 !1.22

(2.86)% (2.16)#
Constant 3.40 2.79 4.52 7.17 8.48

(1.42) (1.17) (1.79) (2.66)% (3.06)%
Observations 97 97 97 94 93
R! 0.57 0.57 0.58 0.58 0.59

!Joint signi"cance test for Geography Variables in regression (5): F(4,85)"3.04 P-value"0.022.
"Absolute value of t-statistics in parentheses.
#Signi"cant at 5% level.
$GDP70!OPEN is an interaction variable where GDP70 is the log of GDP per-capita in 1970

and OPEN is the shorter name for `share of years opena from Sachs and Warner (1995).
%Signi"cant at 1% level.

A "nal empirical issue concerns the widespread popular impression that many
currently rich countries once developed with the aid of their natural resources.
Many are surprised by the resource curse "nding because it runs against the
textbook story in history books or common discussion of growth advantages.
One example is an in#uential work by Habakkuk (1962) who argued, among
many other points, that greater natural resource endowments in the United
States helped explain why it surpassed England in the 19th century. As a further
example, note that the bene"cial e!ects of natural resources are still being
stressed for some developing countries. As recently as August 2000, President
Clinton's speech in Nigeria stressed that `With...vast human and natural re-
sources, a revitalized Nigeria can be the economic and political anchor of West
Africa2a (Quoted on the web, August 27, 2000).

We mention two points on this. First, although the data are scarce, when one
measures natural resource intensity using historical data, the ratios as a percent
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Problems with Identification
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¨ This is an older paper. Looking back from 2020, 
there are a lot of problems here
¤ What are some of the issues you’ve identified?



Other Omitted Variables
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Natural 
Resource 

Exports Share 
of GDP

Natural 
Resource 

Abundance

Geographic 
Qualities

Technological Capacity to 
Exploit Natural Resources

History as a Colony

Natural Resource Share in 
GDP



Some Criticisms from 2021
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¨ Their estimates are unidentified
¤ They have found some interesting conditional correlations.

¤ But they have not found a causal effect or evidence of some “curse” beyond some 
association

¤ We cannot say that the abundance of natural resources is causing this lack of growth 
in the way they seem to want to get to

¨ That said, this is a very hard topic to study and if there was a better 
way then it would have been done
¤ No good instrument, can’t randomize, and you can’t exploit natural experiments. 

¤ Hard to measure the actual amount of natural resources in a country

¨ Illustration of how hard it is to analyze the causal channels of 
macroeconomic growth


