


Introduction

According to the Natural Resource Governance Institute, about 14 countries in Sub-
Saharan Africa are blessed with oil and gas wealth which have the potential of
transforming these economies.

Nigeria

Angola Cote d’Ivoire Cameroon
Tanzania Mozambique

Uganda

Congo DR

Equatorial Guinea
Gabon

Chad

Republic Congo



Paradoxically, anecdotal evidence suggests that most of these countries have
witnessed,

Economic instability, 

Conflict,

And Environmental Damages,

Than economic growth and prosperity, the so called
“oil-curse”.



Natural Resource Curse (Oil Curse) ?

Resource Curse is the negative empirical relationship between natural resource
dependence or abundance and economic growth in resource-rich countries.

From academic literature I identified four different forms of resource curse as
follows:

 First-form resource curse occurs when the exports of the natural resources lead
to the appreciation of the nation’s exchange rate thereby, driving other
industries out of business the so called “Dutch Disease”.

 The second form of resource curse occurs when the inflow of cash from resource
exports promotes corruption, cronyism, and sometimes extreme levels of wealth
inequality, so that all or most of the oil revenue is used against the people rather
than for their benefit.



Natural Resource Curse (Oil Curse) ?

 The third form of resource curse is when the resource windfall orchestrated by high
resource-prices creates a transitory economic boom, that quickly leads to a
depression in the event of a price crash.

 The final form of resource curse is the so called resource mono-product economy.
This occurs when the resource-rich country pursues an economic model that is built
around a large government dependence in resource revenue rent for funding.

 Such economies in most cases have very little or no domestic revenue mobilization in
the form of taxes.



 A recent Meta-analysis on natural resources and economic growth by Havranek et
al (2016) reports that.

Motivation

 40% of studies find no statistically significant effect of natural resource
dependence and economic growth.

 Approximately 40% of empirical studies find negative significant effect of natural
resource dependence and economic growth.

 And 20% of studies find significant positive effect.

 This necessitates the need to revisit the natural resource and economic growth
nexus particularly, for oil-rich sub-Saharan African countries.



Although there is still no consensus on the “natural resource curse” hypothesis a
plethora of cross-country studies document evidence of this link see (Auty, 1993;
Sachs and Warner, 1995; Sala-i-Martin and Subramanian, 2003, Islam et al 2003,
and Mehlum, Moene, and Trovik, 2006b).

Literature Review

Other studies such as (Brunnschweiler, 2008; Brunnschweiler and Bute 2008;
Alexeev and Conrad, 2009) reports a significant positive effect of subsoil resource
on economic growth.

While Van der Ploeg and Poelhekke (2010), Alexeev and Conrad, (2009) and Cotet
and Tsui, (2013) found little or no evidence in support of the natural resource
curse.



Literature Review

The importance of strong institutions and good governance on economic growth has
elicited huge discussions in academic literature, (see- Acemoglu et al, 2001; Knack
and Keefer 1995; Rodrik 2008, Acemoglu and Robinson 2012).

Some researchers argue that institutions and governance are weaker in resource rich
developing countries, (Van der Ploeg, 2011 and Sala-i-Martin and Subramanian,
2003, Mehlum, Moene, and Trovik 2006).

Therefore, it is relatively easy for the ruling class to misappropriate revenues from
these natural resources as opposed to using them to promote economic growth.



Literature Review

Strong institutions and Good governance are essential in achieving 
sustained economic growth, however, earlier studies on resource curse 
hypothesis often control for institutional quality by using a measure of 

corruption only, (Papyrakis and Gerlagh, 2004; Sachs and Warner, 1995a).

This paper tests if the existence of natural resource curse in oil-rich Sub-
Saharan African countries will be supported once we control for good 

governance using the Worldwide Governance Indicators (WGIs) complied by 
Kufmann, Kraay and Mastruzzi (2010). 



Worldwide Governance Indicators (WGIs)

The WGI are a set of composite indicators that measure governance across six
dimensions namely;

 Voice and Accountability; 

 Political Stability and Absence of Violence/Terrorism;

 Government Effectiveness; 

 Regulatory Quality; 

 Rule of Law; 

 And Control of Corruption.



Worldwide Governance Indicators (WGIs)

The WGIs report aggregate and individual governance indicators for more than 200
countries.

Estimate gives the country's score on the aggregate indicator, in units of a standard
normal distribution, ranging from approximately -2.5 to 2.5.

These aggregate indicators use the perceptions of a large number of citizens,
organizations and surveys in both developed and developing countries.



Worldwide Governance Indicators (WGIs)

 Control of Corruption (𝒄𝒐𝒄) estimate captures the
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. 0
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Government Effectiveness
 Government Effectiveness (𝑔𝑒) captures perceptions

of the quality of public services, civil service and the
degree of its independence from political pressures,
as well as the quality of policy formulation and
implementation, and the credibility of the
government's commitment to such policies.



Worldwide Governance Indicators (WGIs)

 Regulatory Quality (𝑟𝑞) captures
perceptions of the ability of the
government to formulate and implement
sound policies and regulations which
permit and promote private sector
development.

 Rule of Law (rl) captures 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.

0

5

10

15

20

25

30

35

40

45

P
er

ce
n

ti
le

 R
an

k 
(0

-1
0

0
)

Rule of Law

0

10

20

30

40

50

60

P
er

ce
n

ti
le

 R
an

k 
(0

-1
0

0
)

Regulatory Quality



Worldwide Governance Indicators (WGIs)
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Voice and Accountability

 Political Stability and Absence of
Violence/Terrorism (𝒑𝒔𝒂) measures
perceptions of the likelihood of
political instability and/or politically-
motivated violence, including
terrorism.

Voice and Accountability (𝒗𝒂𝒂) captures
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.



The idea is:

 The magnitude of the effect,

 And whether the effect of oil dependence on economic growth is
moderated by any of these governance indicators.

 Test which of these dimensions affect economic growth, 

Specifically, the paper addresses the following research questions:

 can we prove the existence of oil-curse in oil-rich Sub-Saharan African countries if we
address carefully the issues of endogeneity in measures of oil dependence and
economic growth?

 Is the impact of resource dependence on economic growth moderated by the quality of 
governance in the selected countries?

 If so, which dimension of governance exerts the strongest effect on growth? 



 Acknowledging that the contemporaneous level of economic growth is determined
by its past levels;

 Providing answers to these research questions will help to shed more light on the
apparent divergent views on the resource curse hypothesis in existing literature.

 If an element of dynamism is incorporated in the model to capture this effect, will
the negative relationship between natural resource dependence and economic
growth in the selected countries be validated?

Research Questions

 This is particularly important for policy makers that make policy recommendations
to oil-rich developing countries.



Novelties 

Most of the studies on the resource curse and economic growth nexus lump
countries with different natural resources (oil, gas, and minerals, etc.,) and
different stages of economic development together.

The current study focuses on the effect of crude-oil and natural gas resources on
economic growth in Sub-Saharan African countries.

All the countries included in the analysis fall within the category of countries at “risk”
of contracting the resource curse, (Steven and Dietsche, 2008) as well as countries
that depend on revenues from Oil-exports as a major source of government
funding.



Novelties 

 A large body of literature on the resource curse hypothesis are largely unaware
of the implications of using different measures of economic growth on the
results.

 Most of these studies use a variant of Gross Domestic Product (GDP) which does
not account for the depletion of natural resources.

 The current study uses Adjusted Net National Income which provides a broader
measure of national income that accounts for the depletion of natural resources.

 The deduction for the depletion of natural resources, covers net forest depletion,
energy depletion, and mineral depletion, this reflects the decline in asset values
associated with the extraction and harvesting of natural resources.



Novelties 

 Hamilton and Ley (2010) suggests that by taking into consideration the consumption of
fixed and natural capital depletion, adjusted net national income provides a better
measure of the income available for consumption or for investment to increase a
country's future consumption.

 Adjusted net national income is particularly useful in monitoring low-income, resource-
rich economies, like many countries in Sub-Saharan Africa.

 This is because such economies often see large natural resources depletion as well as
substantial exports of resource rents to foreign mining companies.

 For recent years adjusted net national income gives a picture of economic growth that is
strikingly different from the one provided by GDP.



Definitions of Variables

 Oil Rents (% of GDP): Oil rents are the difference between the value of crude oil
production at world prices and total costs of production.

 According to IMF a country is classified as ‘resource rich’ if 25% of the value of that
country’s total exports come from non-renewable natural resources such as oil,
minerals and metals.

 Access to Electricity (% of Population): is particularly crucial to human development as
electricity is, in practice, indispensable for certain basic activities, such as lighting,
refrigeration and the running of household appliances, and cannot easily be replaced by
other forms of energy.

 Domestic Credit Provided by Financial Sector (% of GDP): Both banking and financial
systems enhance growth, the main factor in poverty reduction.



Definitions of Variables

 Net Official Development Assistance and Official Aid Received (noda) is disbursement
flows (net of repayment of principal) given to some low income countries.

 Foreign direct investment refers to direct investment equity flows in the reporting
economy. It is the sum of equity capital, reinvestment of earnings, and other capital.

 Trade is the sum of exports and imports of goods and services measured as a share
of gross domestic product.

 Unemployment Total (% of Total Labor Force) ILO Estimates: Unemployment refers
to the share of the labor force that is without work but available for and seeking
employment.



Econometric Methodology

To examine the empirical relationship between natural resource dependence and
economic growth I use two different estimators namely:

In the baseline model I posit the following fixed effects equation of interest which
relates economic growth to natural resource dependence, net official development
assistance received by the countries with several additional growth covariates as
follows:

𝐸𝐺𝑖𝑡 = 𝛼𝑖 + 𝛽1𝑁𝑅𝑖𝑡 + 𝛽2𝐺𝐼𝑖𝑡 + 𝛽3(𝑁𝑅𝑖𝑡× 𝐺𝐼𝑖𝑡) + 𝛽4𝑂𝐷𝐴𝑖𝑡 + 𝜙𝑋′𝑖𝑡 + 𝜀𝑖𝑡 (1) 

Estimated Generalized Least Squares (EGLS) fixed effects, and

Dynamic Panel Generalized Method of Moments (GMM) estimation methods.



Econometric Methodology

Where 𝑖 and 𝑡 denote country and time subscripts; 𝐸𝐺𝑖𝑡 represents a measure of economic growth (GDP per
capita in country 𝑖 at time 𝑡, or annual growth of GDP per capita); and 𝛼𝑖 captures country fixed effects.

The country fixed effect accounts for variables which differ between countries but are time invariant. 𝑁𝑅𝑖𝑡 is

a measure of resource rent (oil and gas) for country 𝑖 at time t; 𝐺𝐼𝑖𝑡 represents the governance/or institutional
quality of a country.

𝑁𝑅𝑖𝑡 × 𝐺𝐼𝑖𝑡 is an interaction term between natural resources and the quality of governance; 𝑂𝐷𝐴𝑖𝑡 is a

measure of the net official development assistance received by country 𝑖 in time 𝑡; 𝑋′𝑖𝑡 is a vector of other

control variables and 𝜀𝑖𝑡 denotes the model’s error term.

The overall effect of a change in natural resource rent 𝑁𝑅𝑖𝑡 on economic growth 𝐸𝐺𝑖𝑡 is measured by the
estimated coefficients of 𝛽1 + 𝛽3.



 To validate the existence of “oil curse”, I expect 𝛽1 to be significantly negative this
would imply that over dependence on oil and gas leads to weaker economic growth in
the selected countries.

Econometric Methodology

 To examine if this effect is moderated by the quality of the country’s governance, I 
expect 𝛽3 to be statistically significant. 

 Next, a dynamic panel data model is estimated to incorporate an element of dynamism

in the equation. The specification of the model is:

𝐸𝐺𝑖,𝑡 = 𝛼𝑖 + 𝜒𝑡 + 𝛽1𝐸𝐺𝑖𝑡−1 + 𝛽2𝑁𝑅𝑖𝑡 + 𝛽3𝐺𝐼𝑖𝑡 + 𝛽4 𝑁𝑅𝑖𝑡 × 𝐺𝐼𝑖𝑡 + 𝛽5𝑂𝐷𝐴𝑖𝑡 + 𝜙𝑋′𝑖𝑡 + 𝜀𝑖𝑡 (2) 

 The dynamic panel GMM estimator is applied to estimate equation 2.



Econometric Methodology

To estimate the unknown parameters in equation 2, we use both the difference
estimator by (Arellano and Bond, 1991) and Arellano and Bover (1995) orthogonal
deviations to account for the cross sectional fixed effects in order to eliminate
individual heterogeneity in the model.

The main premise on which the difference estimator is based is to get rid of the
individual effect via differencing (Arellano and Bond, 1991) while the orthogonal
deviations accomplishes this via orthogonal differencing.

White diagonal weighting matrix is used to provide additional efficiency for the
GMM estimation.



Correlation Matrix
ae anni coc dcfs fdin gdppc ge gnipc inf ng noda or pr psa rl rq tr unemp vaa

ae 1 -0.01 -0.16 0.01 0.10 0.003 -0.19 0.63 -0.06 0.16 -0.21 0.22 0.15 0.27 -0.06 -0.11 0.37 0.08 -0.24

anni -0.01 1 -0.04 -0.13 0.02 -0.03 -0.14 0.001 -0.03 -0.01 -0.07 0.13 -0.03 -0.07 -0.08 -0.10 0.06 0.08 -0.06

coc -0.16 -0.04 1 0.31 0.02 -0.01 0.80 -0.30 -0.03 0.01 0.37 -0.50 -0.02 0.41 0.79 0.77 -0.36 0.16 0.85

dcfs 0.01 -0.13 0.31 1 0.25 -0.09 0.30 -0.16 -0.06 0.09 0.18 -0.43 0.24 -0.07 0.18 0.28 -0.04 0.07 0.38

fdin 0.10 0.02 0.02 0.25 1 -0.04 -0.04 0.13 -0.02 0.35 0.37 -0.08 0.63 -0.19 0.01 0.01 0.09 -0.05 0.15

gdppc 0.003 -0.03 -0.01 -0.09 -0.04 1 0.03 -0.13 0.02 -0.03 -0.00 0.06 -0.03 0.13 -0.04 -0.11 0.49 -0.07 -0.03

ge -0.19 -0.14 0.80 0.30 -0.04 0.03 1 -0.28 0.002 -0.11 0.31 -0.62 -0.03 0.46 0.83 0.87 -0.47 -0.08 0.82

gnipc 0.63 0.001 -0.30 0.16 0.13 -0.13 -0.28 1 -0.01 0.47 -0.17 0.34 0.20 0.30 -0.06 -0.17 0.08 -0.02 -0.33

inf -0.06 -0.03 0.01 -0.06 -0.02 0.02 0.002 -0.01 1 -0.03 -0.02 0.12 -0.01 -0.11 -0.10 -0.10 0.05 0.13 -0.09

ng 0.16 -0.01 0.01 0.09 0.35 -0.03 -0.11 0.47 -0.03 1 0.19 -0.06 0.18 0.22 0.01 -0.03 0.04 0.07 0.01

noda -0.21 -0.07 0.37 0.18 0.37 -0.00 0.31 -0.17 -0.02 0.19 1 -0.33 0.47 -0.03 0.33 0.32 -0.20 -0.19 0.50

or 0.22 0.13 -0.50 -0.43 -0.08 0.06 -0.62 0.34 0.12 -0.06 -0.33 1 -0.05 -0.17 -0.52 -0.60 0.40 0.31 -0.55

pr 0.15 -0.03 -0.02 0.24 0.63 -0.03 -0.03 0.20 -0.01 0.18 0.47 -0.05 1 -0.31 -0.02 0.04 0.11 -0.21 0.15

psa 0.27 -0.07 0.41 -0.07 -0.19 0.13 0.46 0.30 -0.11 0.22 -0.03 -0.17 -0.31 1 0.57 0.40 -0.11 0.02 0.33

rl -0.06 -0.08 0.79 0.18 0.01 -0.04 0.83 -0.06 -0.10 0.11 0.33 -0.53 -0.02 0.57 1 0.87 -0.48 -0.18 0.80

rq -0.11 -0.10 0.77 0.28 0.01 -0.11 0.87 -0.17 -0.10 -0.03 0.32 -0.60 0.04 0.40 0.87 1 -0.53 -0.15 0.78

tr 0.37 0.06 -0.36 -0.04 0.09 0.49 -0.47 0.08 0.05 0.05 -0.20 0.41 0.11 -0.11 -0.48 -0.53 1 0.16 -0.43

unemp 0.07 0.07 0.16 0.07 -0.05 -0.07 -0.08 -0.02 0.13 0.07 -0.19 0.31 -0.21 0.02 -0.18 -0.15 0.16 1 0.02

vaa -0.24 -0.06 0.85 0.38 0.15 -0.03 0.82 -0.33 -0.09 0.01 0.50 -0.55 0.15 0.33 0.80 0.78 -0.43 0.02 1

Notes: ae denotes access to electricity (% of population), anni, denotes adjusted net national income annual percentage growth rate, coc is control of corruption, dcfs, denotes
domestic credit provided by the financial sector as a percentage of GDP, fdin denotes foreign direct investment net Inflow, gdppc denotes GDP per capita growth rate, ge,
denotes government effectiveness, gnipc denotes the gross national income per capita atlas method, inf, denotes inflation GDP deflator, ng denotes natural gas rent, noda
denotes net official development assistance and official aid received, or denotes oil rent, pr denotes personal remittances received (Current US $ Dollars), psa denotes political
stability and absence of terrorism, rl denotes rule of law, rq denotes regulatory quality, tr denotes trade as a % of GDP, unemp denotes unemployment rate (% of total labour
force) and vaa denotes voice and accountability.



𝑎𝑒 𝑎𝑛𝑛𝑖 𝑐𝑜𝑐 𝑑𝑐𝑓𝑠 𝑓𝑑𝑖𝑛𝑖 𝑔𝑑𝑝𝑝𝑐 𝑔𝑒 𝑔𝑛𝑖𝑝𝑐 𝑖𝑛𝑓 𝑛𝑔 𝑛𝑜𝑑𝑎 𝑜𝑟 𝑝𝑟 𝑝𝑠𝑎 𝑟𝑙 𝑟𝑞 𝑡𝑟 𝑢𝑛𝑒𝑚𝑝 𝑣𝑎𝑎

Mean 36 11 -1 11 $950 M 4 -1 2215 34 0 $805M 19 $1.06 B -1 -1 -1 106 11 -1

Maximum 91 391 0 39 $9,280, M 141 0 14130 54 2 11.4B 64 $21.1 B 1 0 0 532 25 0

Minimum 1 -70 -2 -23 $-7,120 M -13 -2 180 -32 0 -10.9M 0 $0 -3 -2 -2 30 2 -2

JB 14 8 21 753 669 9 439 601 887 150 27 363 11 11 2 237 237 7

Prob. 0.00 0.02 0.00 0.00 0.00 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.32 0.00 0.00 0.04

Obs. 252 252 252 252 252 252 252 252 252 252 252 252 252 252 252 252 252 252 252

Table 2: Descriptive Statistics Oil Rich Sub-Saharan African Countries (variables measured in levels)

Notes: 𝑎𝑒 denotes access to electricity (% of population), 𝑎𝑛𝑛𝑖, denotes adjusted net national income annual percentage growth rate, 𝑐𝑜𝑐 is control of corruption, 𝑑𝑐𝑓𝑠,

denotes domestic credit provided by the financial sector as a percentage of GDP, 𝑓𝑑𝑖𝑛 denotes foreign direct investment net Inflow, 𝑔𝑑𝑝𝑝𝑐 denotes GDP per capita growth

rate, 𝑔𝑒, denotes government effectiveness, 𝑔𝑛𝑖𝑝𝑐 denotes the gross national income per capita atlas method, 𝑖𝑛𝑓, denotes inflation GDP deflator, 𝑛𝑔 denotes natural gas

rent, 𝑛𝑜𝑑𝑎 denotes net official development assistance and official aid received, 𝑜𝑟 denotes oil rent, 𝑝𝑟 denotes personal remittances received (Current US $ Dollars),

𝑝𝑠𝑎 denotes political stability and absence of terrorism, 𝑟𝑙 denotes rule of law, 𝑟𝑞 denotes regulatory quality,𝑡𝑟 denotes trade as a % of GDP, 𝑢𝑛𝑒𝑚𝑝 denotes unemployment

rate (% of total labour force) and 𝑣𝑎𝑎 denotes voice and accountability. 𝐽𝐵 denotes 𝐽𝑎𝑟𝑞𝑢𝑒 − 𝐵𝑒𝑟𝑎 statistics which is a type of Lagrange multiplier test for normality. 𝑃𝑟𝑜𝑏

denotes the probability of the 𝐽𝐵 test with the null hypothesis that the data is normally distributed.



(EGLS) and GMM Method Sub-Saharan African Countries
Estimated Coefficients EGLS (ANNI)

1

EGLS (GDP_GR)

2

GMM (ANNI)

3

GMM (GDP_GR)

4

𝛽1𝑎𝑛𝑛𝑖𝑖𝑡−1 0.35***

(6.22)

0.53***

(4.43)

𝛽2𝑔𝑑𝑝𝑔𝑟𝑖,𝑡−1 0.20***

(2.91)

0.32*

(1.74)

𝛽2𝑜𝑟𝑖𝑡 -1.512***

(-3.33)

-0.04

(-0.57)

-0.31**

(2.19)

0.15

(1.35)

𝛽3𝑎𝑒𝑖𝑡 -0.16*

(1.95)

-0.02

(0.67)

-0.08*

(1.96)

-0.10

(-0.51)

𝛽4𝑑𝑐𝑓𝑠𝑖𝑡 5.44***

(1.94)

-0.17***

(-2.58)

-0.86***

(-3.42)

0.22**

(2.04)

𝛽5𝑓𝑑𝑖𝑛𝑖𝑖𝑡 0.0001***

(-5.09)

0.0001

(-0.22)

0.0001*

(1.72)

0.0001

(-0.455)

𝛽6𝑖𝑛𝑓𝑖𝑡 0.05*

(1.90)

0.0002

(0.27)

0.05

(1.03)

-0.001

(-0.45)

𝛽7𝑛𝑜𝑑𝑎𝑖𝑡 -0.91

(1.00)

0.46

(1.18)

0.001

(1.24)

0.0001*

(1.701)

𝛽8𝑝𝑟𝑖𝑡 0.0001

(0.17)

0.0001

(1.18)

0.0001

(-1.39)

0.002

(-0.97)

𝛽9𝑡𝑟𝑖𝑡 -0.10*

(-1.82)

0.03*

(1.18)

-0.06**

(-0.65)

0.05**

(2.19)

𝛽10𝑢𝑛𝑒𝑚𝑝𝑖𝑡 -3.10***

(-4.31)

-0.10

(-0.38)

-0.22

(-0.19)

-0.04

(-0.05)

𝛽11𝑐𝑜𝑐𝑖𝑡 -0.02

(-0.06)

0.48

(0.18)

1.40***

(1.99)

-0.71*

(1.98)

𝛽12𝑝𝑔𝑖,𝑡 8.99**

(2.25)

1.74*

(1.66)

-8.97

(-1.26)

5.99***

(3.67)

𝛽17𝑜𝑟𝑖𝑡 × 𝑐𝑜𝑐𝑖𝑡 -0.26**

(-2.39)

-0.09**

(2.11)

0.03

(0.08)

-0.002**

(0.52)

𝐴𝑑𝑗𝑅2 0.73 0.24

𝑃𝑟𝑜. 𝐽 − 𝑠𝑡𝑎𝑡𝑖𝑠𝑡𝑖𝑐𝑠 3.21 2.56



Summary of Findings

The study finds that the negative link between natural resource dependence and
economic growth is not robust to changes in estimation methods and the proxy
used to measure economic growth.

For instance, using the Adjusted Net National Income (ANNI) that accounts for the
depletion of natural resources, we find a statistically significant negative effect of oil-
rent on growth in most of the models.

Thus, validating the existence of oil-curse.

However, if the growth rate of GDP is used as a measure of economic growth, this
effect becomes insignificant in most of the models.

Thereby, disproving the existence of this curse.



Summary of Findings

The study also finds that the Control of Corruption governance indicator affects
economic growth more than the other remaining five governance indicators.

In some of the models, control of corruption has a moderating effect on economic
development.

In the ANNI model, the effect of oil rent on economic growth is negative and
significant, indicating that the effect depends on the level of control of corruption.

The result from this model suggests that corruption exacerbates the oil curse in
the selected countries.



The preliminary results from this study therefore, challenges the conventional
wisdom on the existence of the “oil-curse” in oil-rich Sub-Saharan African countries.

Summary of Findings

This is because the findings are not robust to the measure of economic growth and
econometric estimators.

What is clear is that the control of corruption can either attenuate or strengthen the
effect of oil rent on economic growth.

Consequently, oil-rich SSA countries should work on blocking the leakages in public
finance.



Is Natural Resource A Curse?

I would argue that natural resource is NOT a curse per se.

For instance, over the last decade, most of the oil-rich Sub-Saharan African
countries have benefited from a massive jump in oil prices, which rose from $22 per
barrel in 2003 to $147 per barrel in 2008.

Oil prices remained high, for the most part, until last quarter of 2014 and second
quarter of 2016 when we witnessed a drastic drop in price.

Angola’s GDP jumped from $11 billion to $114 billion and Nigeria’s went from $59
billion to $243 billion.



Is Natural Resource A Curse?

Indeed, most of the oil-rich Sub-Saharan African countries experienced high levels
of both institutional, infrastructural, and economic growth in the last decade when
compared to earlier boom in the 1970s and early 1980s.

Abuja Nigeria Real Estate Development Lagos Nigeria

Abuja-Kaduna Rail Services



Recommendations

The introduction of the Treasury Single Account (TSA) in Nigeria is highly
commendable.

TSA is a financial policy that consolidates
all inflows from all agencies of government
into a single account at the Central Bank of
Nigeria.

TSA has allowed the government to monitor
the financial activities of over 900 MDAs
from one single platform.

 TSA has blocked leakages that have stunted the growth of the economy, 

 Ensures accountability of government receipts and expenditure,   

 Promotes transparency



A Major Problem

 The PROBLEM is: the Proceeds of Nigeria’s crude oil sales are laundered through
world financial centers and used to buy assets in and outside Nigeria.

 Lotters use foreign banks among other channels to launder or store their illicit
earnings.

Global Witness report in 2017 said that five leading Western banks have failed to
adequately investigate the source of tens of millions of dollars taken from two
Nigerian governors accused of corruption.



From the Press

Barclays, NatWest, Royal Bank of Scotland (RBS) and HSBC, as well as Switzerland's
UBS were amongst the indicted banks.

"Large scale corruption is simply not possible without a bank willing to process
payments from dodgy sources, or hold accounts for corrupt politicians."



The former head of Nigeria anti-corruption agency, has estimated that corruption
and mismanagement swallow up about 40 per cent of Nigeria's annual oil income.

"Without access to the international financial system, it would be much harder for
corrupt politicians from the developing world to loot their treasuries or accept
bribes," Global Witness said in its report.



Thanks for Listening!!!


