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The Natural Resource Curse

Concept introduced in early 90’s and popularized by Sachs and 
Warner (2001)  >2,600

From Wikipedia…

“The resource curse, refers to the paradox that countries and 
regions with an abundance of natural resources, specifically 
point-source non-renewable resources like minerals and fuels, 
tend to have less economic growth and worse development 
outcomes than countries with fewer natural resources”

Literally, hundreds of papers addressing the issue, with opposite 
findings and conclusions…
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“In sum, the effects of natural resources on the economy vary 
from country to country and across different episodes in 

history”

“... [to better understand the resource curse] The road 
forward might be to exploit variation within a country where 

variables that might confound the relationship between 
resources and macroeconomic outcomes do not vary and the 

danger of spurious correlation is minimized”



The Resource Curse Hypotheses / Channels

• Dutch disease -- adverse effects through real exchange rate appreciation that 
a boom can have on various export and import-competing industries (Corden, 
2012)

• Loss of learning by doing  National dimension

• Poor institutions

• Authoritarian political systems

• Corruption

• Anticipation of better times and negative genuine savings  Generally, 
national

• Volatility of international commodity prices

• Rent seeking behaviour

• Unsustainable policies    National but also distinctive regional dimensions

• Labour demand shock     Regional dimension
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The labour demand shock

National effects negligible, while regional effects are critical
• Consequential effects: job spillovers, crowding out, 

agglomeration and income effects
• Job spillovers are generally expected in non-tradable goods 

sectors 
• Crowding out affects mainly the tradable goods sector 

(manufacturing, agriculture) 
• Agglomeration effects will be given by population movement 

and investments
• Income effects will come from salaries, compensation and 

similar income
• RC or blessing? Will depend on how these effects play out
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Consequential effects
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Local consequences of resource extraction activity
Local Resource

Boom

(direct and indirect) Mining

employment

Income effect (higher wages,

compensations, etc.)

Demand tradables

Dutch Dissease

FIFO - DIDO

Commuting of

locals

Tradable sector Entrepreneurship

Less demand for education,
loss of learning by doing,

etc.

JS and investment:

services

Permanent

migrants

Housing and land

Income Inequality

and/or poverty

Direct Taxes

Land tenure and

environmental issues

Out migration

(especially women)

Affordability

issuess

Counter migration

Increase in male

populaiton share

Substance abuse Prostitution Violence

Demand for local

goods

JS and investment: hotels,

rental agencies, restaurants

JS: construction

Social programs,

public services

JS: Public jobs

Infraestructure

Depreciation of local

assets, congestion

Fast food

Child obesity

Public services,

amenities

JS: Public job

Different paper...
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Mining activity in Oz



Methods

Econometric specifications using sub-state regions as observations 

Data from Census 2011

Variables:
• Dep Variable: ‘Mining Influence’ measure, given by
Proportion of population living in the 5 Km radio of an operating mine

• Control variables:
Parsimonious model expanded with different 
variables…
- Socioeconomic characteristics
- Demographics
- Location / Isolation
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Results
(1) (2) (3) (4) (5)

Model Model Model Model Model

Mining influence 5.829*** 5.864*** 6.126*** 3.014* 3.365**

(2.031) (1.902) (1.822) (1.579) (1.539)

Log of population -0.778** -0.243 -0.055

(0.315) (0.294) (0.239)

Median family income -0.004*** -0.004*** -0.001*

(0.001) (0.000) (0.001)

Prop of pop with bachelor degree 2.576 6.257 5.976

(4.741) (4.112) (4.209)

Prop of male population 6.093

(9.418)

Prop of aboriginal population 16.559***

(6.212)

Disadvantage index -0.008

(0.008)

Suburban regions -0.324 0.101

(0.249) (0.257)

Rural regions -0.078 0.224

(0.473) (0.467)

Remote regions 1.313 0.437

(0.876) (0.991)

Very remote regions 7.985*** 1.572

(1.334) (1.096)

State/territory fixed effects No Yes Yes Yes Yes



Conclusions and implications

• Causes?
• More males, more income

• Less education

• More perceived safety nets

• Lack of abortion clinics? More catholicism? 

• We need to think about the Resource Curse in a more integral way:
• As a system of interconnected factors spanning different scales

• Some intended and some unintended, could be net positive or negative

The ‘demand labour shock’ is key, and is linked to socioeconomic 
consequences such as 
• Migration and long distance commuting (Measham et al. 2013)

• Housing issues (Haslam McKenzie and Rowley 2013; Neelawala et al. 2013)

• Crime, alcohol abuse and other related boomtown effects (Lawrie et al. 2011)

• Income inequality changes, especially in women (Reeson and Measham 2012)

• Early childbearing (Fleming et al. forthcoming)
15 |



David A. Fleming, PhD
Research Economist

t +61 2 6246 4302
m +61 4 7736 4517
e david.fleming@csiro.au
w www.csiro.au

Thank you


