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Abstract

 This article explores the question whether natural resource abundance in Asia-Pacific countries is an economic 
curse or blessing. The ‘Resource Curse’ proposed by Auty (1993) and Sachs & Warner (1995, 1997) is based on the consistent 
negative correlation between economic performance (per capita GDP growth rate) and natural resource abundance 
(share of exports of natural resource-based products). This article examines the association between natural resource 
abundance and economic growth by using the data from Asia-Pacific countries based on Resource Curse literature. 
Agricultural raw material, forest area, and ores and metals are used as the measurement of natural resources. The scatter 
plots of the correlations between natural resource abundance and economic growth illustrate and suggest Resource Curse 
evidence in Asia-Pacific countries. In addition, the role of institutions as measured by government effectiveness and 
regulatory quality is considered as the important factor of economic growth in Asia-Pacific countries. The scatter plots 
between institution indicators and economic growth show a positive trend line. This suggests that the quality of institutions 
is crucial in determining the economic growth.

บทคัดย่อ 
	 บทความเรื่องนี้กล่าวถึงทฤษฎีที่ว่าด้วยเรื่อง	 “Resource	Curse”	(ค�าสาปแช่งจากการมีทรัพยากร)	 ในอดีตมีงานวิจัยหลายชิ้น
วิเคราะห์ว่าประเทศที่มีทรัพยากรธรรมชาติ	เช่น	ประเทศที่มีแร่ธาตุ	พลังงาน	หรือป่าไม้อุดมสมบูรณ์มากแทนที่จะเป็นประเทศที่ร�่ารวย
ทางเศรษฐกจิกลบัเป็นประเทศทีไ่ม่ประสบความส�าเรจ็ทางเศรษฐกจิ	บทความนีจ้ะกล่าวถงึทีม่าของ	Resource	Curse	สาเหตขุอง	Resource	
Curse	และตอบค�าถามว่าทฤษฎีนี้เป็นจริงหรือไม่ในกลุ่มประเทศ	Asia-Pacific	ทั้งนี้ผลจากการวิเคราะห์โดยใช้ข้อมูลจากกลุ่มประเทศ	
Asia-Pacific	 พบว่าความสัมพันธ์ระหว่างความอุดมสมบูรณ์ในทรัพยากรธรรมชาติและการเจริญเติบโตทางเศรษฐกิจเป็นไปทางลบซึ่ง
สอดคล้องกลับทฤษฎี	Resource	Curse	 อย่างไรก็ดีพบว่าความสัมพันธ์ระหว่างความสามารถขององค์กรซึ่งก็คือรัฐบาลของประเทศนั้น
และการเจริญเติบโตทางเศรษฐกิจเป็นไปทางบวก	 ซึ่งหมายถึงการวางแผนและความมีประสิทธิภาพของรัฐบาลสามารถแปรเปลี่ยน	
Resource	Curse	ให้ดีขึ้นได้

What is ‘Resource Curse’?

 It is a common belief that natural resources are the fundamental requirement and constraint for economic 
development; however, recent economists have argued whether natural resources are a curse to development.  As we 
can see, countries with an abundance of natural resources seem to have lower economic growth and poor economic 
performance than countries with fewer natural resources. For example, countries in Africa such as Congo, Nigeria, and 
Zambia have an abundance in timer, oil, and diamond but have also grown slower and poorer in terms of GDP per capita 
than Singapore or Japan which have very few natural resources. We also see the evidence of the resource curse in our 
neighbor countries like Burma. Although half of the remaining forests in mainland Southeast Asia are in Burma (Hsu, 2008), 
Burma has the lowest per capita GDP in Southeast Asia. Does the Resource Curse really exist?
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How does the Resource Curse Start? 

 The concept of the Resource Curse started with Auty 
(1993).  Auty (1993) presented the resource curse which 
describes how resource abundant countries are unable to 
use their natural resources to develop their economy. His 
book tried to explain why most resource abundant countries 
are very poor based on the Dutch disease concept, which 
is a concept invented by The Economist (1977). The Dutch 
disease concept explains that increase in income from 
natural resources will make a nation’s economy worse by 
raising the exchange rate which makes the manufacturing 
sector less competitive. The Dutch disease concept was 
inspired by the decline in the manufacturing sector in the 
Netherlands after the discovery of reserves of oil and gas 
in the 1960s. The flow of the external rents in the Netherlands 
led to the appreciation of the real exchange rate and 
eventually the decline in export of the Netherlands. However, 
the main Resource Curse research have received increased 
attention following Sachs & Warner (1995, 1997), which 
reported that a negative relationship between resource 
abundance and economic development by using cross-
country data. From their results, countries with a high ratio 
of natural resource exports to GDP in 1970 tended to grow 
slowly during the subsequent 20-year period 1970-1990.  
Later studies, Sala-i-Martin (1997), Doppelhofer, Miller, & 
Sala-i-Martin (2000) and Sala-i-Martin & Subramanian (2003) 
showed the strong evidence of Resource Curse, which was 
consistent with Sachs & Warner (1995,1997).  Gylfason (2001) 
also extended Sachs & Warner (1995,1997) by using data 
from 1965 to 1998,  and found the consistent empirical 
evidence of an inverse relationship between natural resource 
abundance and  per capita economic growth.  The study 
showed that an increase by ten percent in the natural 
capital share is associated with a decrease in one percent 
of per capita growth. Papyrakis & Gerlagh (2003) used data 
from US and found that resource abundance negatively 
affected economic growth.

Why countries with natural resources are poor?

 There are two main reasons to explain the existence 
of the Resource Curse in the past literature; economic and 
institution. As mentioned earlier, the common economic 
explanation of the Resource Curse is the Dutch disease 
concept.  The appreciation of the national currency and 
the increase in price level are both negative for total export 
and the overall nation’s economy. Another reason of why 
countries with natural resources are poor is the institutional 
explanation. Lane & Tomell (1999) introduced the concept 
of rent seeking by explaining that resource abundant 
countries have more risk from damaging rent seeking 
behavior such as import protection, and corruption which 
eventually impedes economic growth.  For example, the 
revenues from resources allow the government to subsidize 
the population through public policies, such as giving benefits 
to the population, infrastructure project, patronage, etc 
(Philippe & Tiai, 2009). These privileges can deteriorate 
economic development since people have less incentive 
to develop. Besides, these may also lead to corruption, and 
also distort in resource allocation. Hence, the cause of the 
Resource Curse is easily induced by institutions, such as the 
government effectiveness. 

Empirical Evidence in Asia-Pacific

 In this article, I further explore the Resource Curse in 
Asia-Pacific countries since resource extraction have 
continued and is expected to dramatically increase here 
(Sovacool, 2010), for example, the extraction project for the 
natural gas in South East Asia, oil resources in Timor-Leste 
and Cambodia. Does the theory of the Resource Curse 
concept apply to Asia-Pacific countries? In this study, I 
define Asia Pacific as the countries in East Asia, South East 
Asia, Australia and Oceania. Asia Pacific countries have 
just rebounded from the global economic crisis. The top 
three highest per capita GDP in 2009 of Asia Pacific countries 
were Australia, Macau, and Japan, while the bottom three 
lowest per capita GDP in 2009 of Asia Pacific countries were 
Burma, Timor-Leste and Cambodia (See Table 1). As we 
can see, our neighbor countries: Burma and Cambodia, 
have abundant timber and precious minerals such as 
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sapphires, pearls and jade. However, these two countries were in the bottom three in terms of economic performance. 
The following part will analyze the correlation between high natural resource abundance and slow economic growth by 
using the data of Asia Pacific countries. I use the World Bank’s dataset for economic indicators, natural resource indicators 
and Kaufmann, Kraay, & Mastruzzi (2009) for government effectiveness and regulatory quality. 

Table 1 Per Capita GDP in 2009 by Asia Pacific Countries

 Country  Per Capita GDP in 2009 (US$) Country  Per Capita GDP in 2009 (US$)

 Australia  41,500 Malaysia  6,800
 Brunei  36,700 Mongolia  1,500
  Burma  500 New Zealand  25,500
 Cambodia  800 North Korea  1,200
 China  3,700 Papua New Guinea  1,200
 Timor-Leste  500 Philippines  1,700
 Hong Kong  30,000 Singapore  35,500
 Indonesia  2,200 South Korea  16,100
 Japan  39,700 Taiwan  16,400
 Laos  900 Thailand  3,900
 Macau  39,800 Vietnam  1,100

Source: World Development Indicator

 As mentioned previously, the objective of this paper here is to show the correlation between GDP per capita growth 
and natural resource abundance indicators. First, data that I use as the growth of nation’s economy comes from the 
average annual growth of per capita GDP over the period 1970 to 2008 (economic growth). The main indicators of natural 
abundance are measured by the average share of natural capital in the country’s export, such as agriculture raw materials, 
ore, and metal over the period 1970-2008 (natural resource share).  Moreover, I also look at the average forest area (% of 
land area) over the period 1970-2008. This forest area includes land under natural or planted stands of trees of at least 5 
meters, whether productive or not, and excludes tree stands in agricultural production systems (for example, in fruit plantations 
and agroforestry systems) and trees in urban parks and gardens.  
 In terms of institutional indicators, I use the government effectiveness and regulatory quality index as the measurement 
of the quality of institutions. These indicators are taken from Kaufmann, Kraay, & Mastruzzi (2009). The government effectiveness 
index is a measure of the quality of public service provision, the quality of the bureaucracy, the competence of public 
servants, and the independence of the civil service from political pressures. The government effectiveness index basically 
describes the ability of government to effectively deliver public services and make policy.  Meanwhile, the regulatory 
quality index is a measure of the incidence of market unfriendly policies such a price control and perception of the burdens 
imposed by excessive regulation in areas such as foreign trade and business development.  
 Based on the literature reviews on the Resource Curse concept, I choose these data and simply plot them in order 
to allow these data to illustrate the relationship. Figure 1 shows the correlation between average annual per capita growth 
of GDP from 1970 to 2008 and average share of agriculture raw materials in the country’s export from the 1970 to 2008. 
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The graph shows the negative correlation between 
economic growth and share of agriculture raw in the 
country’s export. This result confirms the robustness of the 
negative association between growth and natural resource 
abundance as mentioned in previous literature.

Figure 1 Average Growth of Per Capita GDP and Average Share 

of Agriculture Raw Material in Export

 In addition, I also use average share of ore and metal 
in the country’s export as the measurement of natural 
abudance. Figure 2 confirms that there is a negative correlation 
between resource abundance-measured as the share of 
ores and metals in the country’s export- and economic 
growth. From Figure 2, we can see a strong pattern of the 
Resource Curse in terms of ores and metals than agricultural 
raw material.  Countries that have higher share of ores and 
metals in their export grow slower than countries that have 
lower share of ores and metals in their export.

Figure 2 Average Growth of Per Capita GDP and Average Share 
of Ores and Metals in Export

 

 In this article, I also further explore the Resource Curse 
concept using average forest area as the measurement of 
natural abundance indicator. Figure 3 shows a scatter plot 
of correlation between the percentage of forest area and 
economic growth. We can see that it seems to be an unclear 
pattern of the scatter plot. However, we can see the negative 
trend line from Figure 3, which explains the negative 
correlation between forest area and the average growth 
of per capita GDP.  

Figure 3 Average Growth of Per Capita GDP and Average Forest 
Area

 Based on the literature review on institutional quality, 
we look at the association between government effectiveness 
and economic growth. As expected, we can see a positive 
correlation between these two indicators. Countries with 
higher government effectiveness can grow faster, on 
average, than countries with lower government effectiveness 
as shown in Figure 4. Besides government effectiveness, this 
article also confirms the role of institutes in economic growth 
when regulatory quality is used as the measurement of 
institutional quality. Figure 5 also shows the robust evidence 
of the positive correlation between economic growth and 
regulatory quality. 
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Figure 5 Average Growth of Per Capita GDP and Regulatory Quality

 In this last section, I test the evidence of the Resource 
Curse concept when countries are classified by institutional 
quality. Based on the regulatory quality index, the  countries 
that have a score less than one are labeled as countries 
with bad institutions and countries that have a score equal 
to one or more are labeled as countries with good institutions. 
Regulatory quality index measures the degree to which 
governments create an atmosphere that encourages 
economic development.  I analyze relationships between 
average growth of per capita GDP and natural resource 
abundance represented by metals and ores in countries 
with a bad institutional structure and countries with a good 
institutional structure. The results for two groups of countries 
are shown in Figure 6 and Figure 7, respectively.  
 Figure 6 depicts the relationship between ores and 
metals abundance and economic growth in countries with 
bad institutions, it clearly shows evidence of the Resource 

Curse, which is a negative relationship between the share 
of ores and metals in export and economic growth. In other 
words as potential metals and ores revenue of a country 
increase, its economic growth declines.
 However, Figure 7 shows the relationship between 
ores and metals abundance and economic growth in 
countries with good institutions and is quite different from 
Figure 6. In Figure 7, it does not show the evidence of the 
Resource Curse. It means that good institutions are the key 
to avoid the Resource Curse. Put together, these two Figures 
demonstrate that the Resource Curse emerge in countries 
with bad institutions. This result also supports Philippe & Tiai, 
(2009) about good governance. Hence, institutions are very 
vital and important, so that they can lead to good or bad 
performance of natural resource abundance in different 
countries.

Figure 6 Average Growth of Per Capita GDP and Average Share 
of Ores and Metals in Export in Countries with Bad Institutions

Figure 7 Average Growth of Per Capita GDP and Average Share 
of Ores and Metals in Export in Countries with Good Institutions

Figure 4 Average Growth of Per Capita GDP and Government 
Effectiveness
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Summary

 By replicating the analysis of the Resource  
Curse concept literature, this article confirms the 
robustness of the negative association between 
economic growth and natural resource abundance 
in Asia-Pacific countries.  In addition, this article also 
confirms the role of institutions in economic growth in 
Asia-Pacific countries. Hence, countries in the Asia-
Pacific must not focus only on natural resource 
extraction in order to boost  the countries’ economy. 
A good government which can plan effective policies 
is crucial for helping mitigate the countries’ economy 
and eventually reverse the Resource Curse into 
Resource Blessing. The government effectiveness and 
the openness of the regulatory system can play a 
determining role in whether the benefits from natural 
resources are well-distributed, which can lead to more 
prosperity, less conflict and more sustainable economic 
growth of the country.
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