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Is resource abundance a blessing or a curse? Typically, in resource rich countries like 
Iran, domestic fuel prices are lower, and energy intensity of GDP is higher. What are 
the reason for higher real exchange rate in Iran, accumulation of human capital is 
slower and institutions are worse, especially if they were not strong initially, which 
are detrimental for growth.  
 Economies that are richly endowed with natural resources like Iran tend to 
grow slowly. In order to overcome the curse of natural resources and move to a 
sustainable path of development, the resource abundant transition countries should 
fight corruption. This paper shows that there is little direct evidence that omitted 
geographical or climate variables explain the curse, or that there is a bias resulting 
from some other unobserved growth deterrent. Resource-abundant countries tended to 
be high-price economies and, perhaps as a consequence, these countries tended to 
miss-out on export-led growth. 
KEYWORDS:  Natural resources, Resource curse, economic growth, inequality, 
institutions, real exchange rate, inflation, investment, Poverty, Dutch Disease, 
Resource Blessing, . 
 
1.0 Introduction 

The countries whose economies depend primarily on natural resources suffer 
more from poverty, obtain lower United Nations Human Development Index, (UN 
Human Development Report, 2006) and there is more risk for the countries whose 
economies are more diversified. This paradox of wealth in natural resources combined 
with smashing poverty is known as the natural resource curse.  
In case of natural resource abundance to lower growth we can mention the following:  

1) Natural resource impact on growth through increased infertility in the 
ownership abandoned countries to volatility, particularly in commodity prices. 

2) Natural resource ownership makes countries impressionable to Dutch Disease 
leaning towards the real exchange rate to become overly appreciated in 
response to positive shocks which leads to a contraction of the tradable sector. 

3) Natural resources create rent which leads to greedy rent-seeking. 
However resource rich countries typically develop more slowly, are less 

diversified, more corrupt, less transparent, subject to greater economic volatility, more 
oppressive and more prone to internal  conflict than no endowed countries at similar 
income levels. 

 
1.1 Research Question 

The study will seek to answer the following questions: 
1) What is the natural resource curse?  
2) Natural resource is a blessing or a curse for the economies? 
3) What are the negative effects of natural resource curse in an economy and 

how can we minimize those negative effects at international and domestic 
level? 

Abstract 
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4) What is Dutch Disease and how can we make a link between the curse of 
resources and Dutch Disease?   

5) What are the two factors in Iran that contribute to the natural resource curse?  
 
1.2 Objective of Study 

The state of poverty and inequality in post revolution period of Iran led 
increase in the poverty and inequality. However, there is another view that poverty 
has not increased but in fact defiantly declined when compared with pre revolution 
era. So there is no condenses on the state of poverty in Iran especially in the last two 
decades. The statuses of poverty and inequality assumes more importance considering 
that Iran is wearily oil country and its revenue from oil and gas exports has been about 
600 U.S billion dollars till 2008. Further, to mitigate poverty the government 
launched four five year plans at the end of an eight year war in 1998. So in this 
research I want to make an attempt how is the condition of Iranian economy in case of 
natural resource lead to improving the economic condition or it is not. 

 
1.3 literature review 

In the year of the 1980s the idea that natural resources might be more of an 
economic curse than a blessing began to emerge and first person who wrote his thesis 
in the case of curse of resource was Richard Auty in 1993 who described how 
countries which are rich in natural resources were not able to use the wealth to raise 
their economies and how, counter  instinctively, these countries had lower economic 
growth compared to the countries without an abundance of natural resources. So, 
many studies including one by Jeffrey Sachs and Andrew Warner 1997 had shown a 
link between natural resource abundance and poor economic growth.  

Moreover “curse of resource is happening because the income from these 
resources is often misappropriated by corrupt leaders and officials instead of being 
used to support growth and development. Moreover, such wealth often fuels internal 
grievances that cause conflict and civil war.” (Thomas Palley 2003). 

 
2.0 Methodology   

Research methodology in this study will be analytical and descriptive. In this 
method, we will mention the reasons for structuring the objective. In other words, we 
will look to effect of natural resources like oil on macroeconomic phenomena like 
poverty and inequality. For this purpose after defining the curse of resource and 
explaining other studies about it, also we will examine the natural resources of Iran 
and check if we can call those resources as a curse or blessing. However we would 
look at it as curse of Iran economy through literature review and with secondary data.  
3.0 Overview of Iran Economy 

Iran's economy is substantially dependent on a mixture of oil, agriculture 
products, and small scale private trading and service ventures. Among these economic 
factors, oil plays an important role in government's income, since the 1920s. Iran was 
the world's fourth largest producer of crude oil: 
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Figure 3.1: Top oil producing countries 1960-2006 including Soviet Union

Source: US DOE, Energy Information Administration Annual Energy Review 2006 
Also Iran was the second largest exporter of petroleum at the peak of its oil 

industry in the mid-1970s. The war with Iraq cut Iran's production in the 1980s, 
Figure 3.2: Iran crude oil 

Source: BP Statistical Review 2008 (mazamascience.com). 
 
Although Iranian oil reserves remained the fourth largest in the world till 

following the end of hostilities in 1989. In 2006, about 45% of the government's 
budget came from oil and natural gas revenues, and 31% came from taxes and fees. 
Iran has earned about $70 billion in foreign exchange reserves mostly (80%) from 
crude oil exports in 2007. 
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Source:
On the other hand, about 98% of Iran's energy consumption is supplied by its 

oil. In 2005, about 89% of government's foreign exchange revenue, about 40% of 
government's budget and 25% of Gross Domestic Production (
export. 

Figure 3.4:

Source: http://www.studentsoftheworld.info
 Iran's educated population, economic inefficiency and insufficient investment 

- both foreign and domestic have prompted an increasing number of Iranians to seek 
employment overseas, resulting in significant "brain drain."

 3.1 Poverty and Inequality in I
 The issue of 
emphasized after revaluation and Studies was focus on poverty treads and examining 
effect of macro variable on income distribution and poverty. This is because of the 
commitment of the government to reduce poverty and also the percent of height oil 
income that is expected to reduce poverty. These expectations are stronger in the 
context of poverty and inequality. 

However, previous 
poverty and distribution as is costmary in economic litterateur (oil is known between 
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Figure 3.3: Iranian export goods in 2007

Source: Wikipedia data (http://en.wikipedia.org)
On the other hand, about 98% of Iran's energy consumption is supplied by its 

oil. In 2005, about 89% of government's foreign exchange revenue, about 40% of 
government's budget and 25% of Gross Domestic Production (GDP) are from oil 

.4: The important of oil in Iran economy (Percentage).

http://www.studentsoftheworld.info 
Iran's educated population, economic inefficiency and insufficient investment 

both foreign and domestic have prompted an increasing number of Iranians to seek 
employment overseas, resulting in significant "brain drain." 

 
Poverty and Inequality in Iran 

of Income distribution and poverty in Iran has been widely 
emphasized after revaluation and Studies was focus on poverty treads and examining 
effect of macro variable on income distribution and poverty. This is because of the 

he government to reduce poverty and also the percent of height oil 
income that is expected to reduce poverty. These expectations are stronger in the 
context of poverty and inequality.  

previous did not floccose directly on oil income and its impac
poverty and distribution as is costmary in economic litterateur (oil is known between 
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Wikipedia data (http://en.wikipedia.org) 
On the other hand, about 98% of Iran's energy consumption is supplied by its 

oil. In 2005, about 89% of government's foreign exchange revenue, about 40% of 
GDP) are from oil 

(Percentage). 

 

Iran's educated population, economic inefficiency and insufficient investment 
both foreign and domestic have prompted an increasing number of Iranians to seek 

Income distribution and poverty in Iran has been widely 
emphasized after revaluation and Studies was focus on poverty treads and examining 
effect of macro variable on income distribution and poverty. This is because of the 

he government to reduce poverty and also the percent of height oil 
income that is expected to reduce poverty. These expectations are stronger in the 

did not floccose directly on oil income and its impact on 
poverty and distribution as is costmary in economic litterateur (oil is known between 
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the scholars about the result of study on poverty and income distribution) Majority of 
the study are believe that poverty has increased in Iran. 

Figure 3.5: The Gini Index of Inequality by region, 1984-2006 

Source: http://www.nationmaster.com/index.php 
Poverty and inequality in income distribution are economics problems in every 

country, also the global problem the magnitude of the problem is such that one of the 
millennium goals is to reduce poverty to half by 2115. Accounting to world 
development indicators report (World Bank, 2005). In this regards “The thousandth 
year anniversary development goals embodied this promise and set quantified targets; 
Reducing poverty, Educating all children, Improving the state of women, Combating 
disease, Reducing premature deaths, Ensuring environmental sustainability and so on. 

One of the most important and effective factor for reducing the poverty 
according to Chen and Ravallion (1997) is Economics growth. And also according to 
Dhaneshwar et.al (2002), “growth raises the income of the poor although this 
relationship is less than one-to-one Therefore countries is order to overcome poverty 
and mitigates it, must increase their income growth”. 

This phenomenon which is Poverty line is a national poverty line for each 
country also observed in the other part of the world and probably is different from 
countries to country. In example we can say United Arab Emirates (a big oil and gas 
exporter and member of OPEC) had 20% population below poverty line. Thus it is 
expected that resource rich countries should have a smaller population of population 
below poverty line. As we can see in below diagram: 
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Figure 3

Source: http://www.nationmaster.com/index.php
Iran is one of the funder of OPEC and one of the biggest oil exporters in the 

world .It is a wealthy oil country and 
2008 has been more than 600 billion dollar.

Source: http://earthtrends.wri.org/searchable_db/index.php?theme=5
 
     And also to improve her economic condition Iran implemented four, five 

year planes father the 
find it easy to combat poverty rather than that with lack of resource, there is some 
reach that argued that poverty rather than that with lack of resource, there is some rich 
that argued that poverty and inequality in Iran has increased (Asad zade and poul 
2000, Raeis Dana 2005, Banoei 2005). Furthermore he pointed out that there was 
twofold increase in population in the last three decades and stability in the share of 
two lowest poor deciles, 
from this claim, the central bank of ironing its annual report pointed out that the 
population below poverty line has increase from 18% in 2006 to 19 % in 2007.
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3.6: Population below poverty line by country 2006
 

http://www.nationmaster.com/index.php 
Iran is one of the funder of OPEC and one of the biggest oil exporters in the 

world .It is a wealthy oil country and his income from oil export over the period 
en more than 600 billion dollar. 

Figure 3.7: Iran net oil export revenue 

http://earthtrends.wri.org/searchable_db/index.php?theme=5

And also to improve her economic condition Iran implemented four, five 
end of war in 1988. Even though resource rich countries should 

find it easy to combat poverty rather than that with lack of resource, there is some 
reach that argued that poverty rather than that with lack of resource, there is some rich 

poverty and inequality in Iran has increased (Asad zade and poul 
2000, Raeis Dana 2005, Banoei 2005). Furthermore he pointed out that there was 
twofold increase in population in the last three decades and stability in the share of 
two lowest poor deciles, led to the increase in absolute number of the poor. Apart 
from this claim, the central bank of ironing its annual report pointed out that the 
population below poverty line has increase from 18% in 2006 to 19 % in 2007.

Iran Oil Revenue
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Population below poverty line by country 2006 

 

Iran is one of the funder of OPEC and one of the biggest oil exporters in the 
income from oil export over the period 1974-

http://earthtrends.wri.org/searchable_db/index.php?theme=5 

And also to improve her economic condition Iran implemented four, five 
end of war in 1988. Even though resource rich countries should 

find it easy to combat poverty rather than that with lack of resource, there is some 
reach that argued that poverty rather than that with lack of resource, there is some rich 

poverty and inequality in Iran has increased (Asad zade and poul 
2000, Raeis Dana 2005, Banoei 2005). Furthermore he pointed out that there was 
twofold increase in population in the last three decades and stability in the share of 

led to the increase in absolute number of the poor. Apart 
from this claim, the central bank of ironing its annual report pointed out that the 
population below poverty line has increase from 18% in 2006 to 19 % in 2007. 



Online International Interdisciplinary Research Journal, {Bi

 

 
w w w . o i i r j . o r g                      I S S N 2 2 4 9
 

Figure 

Source:
We assume poverty and inequity have increased and this increase has occurred 

in the high of 600 billion dollar of oil income. On the other hand in recent years there 
has been growing evidence (both empirically and theoretical) that developing rich 
resource countries, especially oil exporting countries have shown a sign of negative 
impacted of oil wealth on economy’s growth . In other world in these countries the 
wealth due to exporting neutral resource let to decline in economic growth and 
increases in poverty and inequality. Because of this inverse effect of neutral recourses 
(especially oil) on economic growth, these resources are well known as a 
considered as resource curse in economic literature.

SOURCE: United Nations. Human Development Report 2000; Trends in human 
development and per capita income

In recent decades Natural resources have had considerable effect on 
economics literature with relation to economic performance, regime type, inequality, 
poverty and civil war. 

It is no almost conventional wisdom that resources are a “
developing country. This by some basic facts and by cross
claim is trying to support both. In example OPEC as a whole GDP per capita on an 
average decreased by 1.3% each year from 1965 to 1998. Moreover numerous case 
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Figure 3.8: poverty rate by region, 1984-2006

Source: http://www.nationmaster.com/index.php
We assume poverty and inequity have increased and this increase has occurred 

in the high of 600 billion dollar of oil income. On the other hand in recent years there 
has been growing evidence (both empirically and theoretical) that developing rich 

countries, especially oil exporting countries have shown a sign of negative 
impacted of oil wealth on economy’s growth . In other world in these countries the 
wealth due to exporting neutral resource let to decline in economic growth and 

rty and inequality. Because of this inverse effect of neutral recourses 
(especially oil) on economic growth, these resources are well known as a 
considered as resource curse in economic literature. 

 
Figure 3.9: GDP per capita US$ 

Nations. Human Development Report 2000; Trends in human 
development and per capita income 

In recent decades Natural resources have had considerable effect on 
economics literature with relation to economic performance, regime type, inequality, 

 
It is no almost conventional wisdom that resources are a “

developing country. This by some basic facts and by cross-country empirical work 
claim is trying to support both. In example OPEC as a whole GDP per capita on an 

ed by 1.3% each year from 1965 to 1998. Moreover numerous case 
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In recent decades Natural resources have had considerable effect on 
economics literature with relation to economic performance, regime type, inequality, 

It is no almost conventional wisdom that resources are a “curse” For 
country empirical work 

claim is trying to support both. In example OPEC as a whole GDP per capita on an 
ed by 1.3% each year from 1965 to 1998. Moreover numerous case 
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studies of resource dependent economies have linked resource abundance to poor 
development. 

Ross (2003) describe the ways that neutral resource increase the likelihood of 
civil war: in his view there are four ways that resource increase in hazard of civil war 
through injuring a country economics performance: by making its government 
weaker, more corrupt, and less accountable, by giving people who living in resource 
rich regions on incentive to form an independence state, and by helping finance rebel 
movement. Furthermore they have report that primary commodity exports are 
significant predictors of the risk of civil war, and peak when this resource constitute 
one-third of GDP.  

Ross (2003) is saying there are six different way that through them neutral 
resource effect poverty. Four mechanisms are economic and two are political: 
1. Mechanism is through instability is the price of primary resource exports. 

Countries having neutral resources are more likely to face economic shock due to 
price instability of their neutral resources, this  may hurt the poor more than other 
people. 

2. Increase in inequality by damping poverty alleviating effect of growth led to 
increase in poverty.  

3. By reduction in growth rate mineral dependence may hurt the poor.  
4. Increase in real exchange rate through generation Dutch Disease may reduce the 

competitiveness of the countries agriculture and manufacturing export which 
may increase unemployment and poverty.  

5. Mineral dependence may increase the likelihood of civil war, which can both 
increase poverty rates and differentially hurt the poor. 

6. Mineral dependence on natural resource especially point resource emerge to 
make countries less democratic by reducing the governments dependence on 
taxes , hinder the materialization of a middle class, and give the government 
sufficient revenue or bribe or repress potential dissenters (Ross 2001;Iimi 2007).  

According to the World Bank and International Monetary Fund, some type of 
neutral resource are a curse for developing country, in this regard developing 
countries suffer from four main shortfalls:  
1) Even thought there are numerous evidences in favors of the resource curse, this 

evidence is far from convincing.  
2) The explanations that they suggest do not give adequate notice to social or 

external factors. 
3) The literature recommendation for the overcoming the resource curse generally 

fail to account for political feasibility. 
4) Researchers have been overly reductionist in explaining development merely in 

terms of resource endowments. 
4.0 Natural Resource Abundance and Economic Growth 

The structure models of the relationship between natural resource abundance 
and economic growth is nearly and always the same.  

There are five recommendations on channels of sending natural resource 
abundance to inert economic growth as you can see below:  
1. The most important is Dutch disease and the idea is that a natural resource boom 

and the link below in raw-material exports predisposed to drive up the value of the 
domestic currency in real terms. 

2. Natural resource abundance may soften private and public act of luring to save 
and invest and thereby reduce economic growth. 
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3. Huge natural resource rents, specifically related to ill-defined property rights, 
imperfect or missing markets, and permissive legal structures in many developing 
countries, may lead to prevailing rent-seeking behavior on the part of producers. 

4. Abundant natural resources may influence people with a false sense of security 
and lead governments to lose sight of the need for good and growth-friendly 
economic management, including free trade, bureaucratic efficiency, and 
institutional quality. 

5. Natural resource abundance may reduce private and public incentive to 
accumulate human capital due to a high level of non-wage income. 

 
4.1 Resource Impact: a Curse or a Blessing? 

In the 1950’s till 1960’s, the worry was regarding deteriorating terms of trade 
between centre and external border coupled with the worry about the limited 
economic linkages from primary product exports to the rest of the economy. In the 
1980’s  “Dutch Disease” came in the picture and finally in the 1990’s, it was the 
impact of revenues from natural resources like oil, gas and mineral projects that 
dominated the government discussion. 
 However, the reality appeared to be the reverse. “Countries with more 
amounts of natural resources have less growth rate; the imperial result shows that 
detrimental effects of natural resource dependence on the rate of economic growth by 
controlling the quality of institution and institutional income seem to perform less 
well than their more poorly endowed neighbours. - “resource curse” began to enter the 
literature” (Auty, 1993). 

For example the United Arab Emirates have turned their situation from natural 
resource cursed nation to the natural resource blessing nation by investing in modern 
infrastructure and education. Evidence of this interpretation of the resource curse is 
the best mix and ignores other potentially more promising political economy. 
Mansoorian (1991) and Mansano and rigobon (2001) they just said the rich natural 
resources country have tendency to borrow excessively especially if resource has a 
tendency to borrow excessively especially if resources have high price on 
international market.  

 
4.2 Negative effects of curse of resources: 
1. Conflict:  Natural resources often anger conflicts within societies as different 

groups and factions fight for their share. This tends to erode governments abilities 
to function effectively.  

2. Liberty and democracy: It has also been argued that one can connect rise and 
fall in the price of petroleum with rises and falls in the execution of human rights 
in major oil-producing countries. 

3. Excessive borrowing: If governments expect more income in the future, they 
start accumulating debt, even though they are receiving natural resource revenues 
as well. However, if the natural resources' prices begin to fall the government will 
have less money with which to pay a more expensive debt.  

4. Human resources: In the natural resource industries the salary of labor is more 
compared to elsewhere in the economy and this led to attract the best skill labor 
from private and government sectors, so damaging these sectors by taking away 
their best skilled personnel.  

5. Taxation: In economies without natural resources, governments take the tax from 
citizens. The economies which have natural resources, governor does not need tax 
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from his citizens because they have a warranty source which is income from 
natural resources.  

6. Corruption:  In resource-rich countries, it is often easier to give hope power 
through allocating resources to favorite constituents than through growth oriented 
economic policies and a leveled, well controlled playing field.  

7. Lack of diversification and enclave effects: Economic diversification may be 
abandoned by authorities or impeded in the light of the temporary high 
profitability of the limited natural resources.  

8. Revenue volatility: Prices for some natural resources are subject to wide 
fluctuations. And suddenly changes in economic realities that result from this 
often anger widespread breaking of contracts and this erodes the rule of law. 

9. Economic growth: The curse disappears when we do not look at the relative 
importance of resource exports in the economy but rather at a different measure: 
the relative abundance of natural resources in the ground.  

 
5.0 Conclusion 

The developing countries with abundant primary resources are likely to grow 
slowly when first income levels and differences in macroeconomic policies are 
controlled. However, abundant natural resources could promote growth, since 
resource richness can give a “big push” to the economy through more investment in 
economic infrastructure and more rapid human capital development. 

Various reasons should be considered for failures to effectively transmute 
natural resources to growth. They are naturally driven to seek unfair resource rents, 
quickly depleting natural resources and wasting resource revenue, and we can say: the 
natural resources may impede economic growth. One implication of this is because of 
their high earnings from natural resources, resource-contingent countries have less 
need for tax revenues and are therefore relatively relieved of responsibility pressures.  

An important policy implication from all this is that government resource 
management could catalyze resource endowment to produce economic prosperity. 
Resource abundance would be beneficial to any economy whose government has a 
sound long-term plan for pulling out natural resources and an effective mechanism for 
spending revenues on the social and economic infrastructure needed for admitted 
growth. From the economic perspective, the other possible reason for stagnation in 
resource-rich countries is the Dutch disease problem. In general, however, it is rarely 
easy to see such a direct effect of large resource exports on the terms of trade—which 
is one of the major measures of external competitiveness. In addition, the natural 
resource sector is usually capital-intensive and asset-specific. Extraction of minerals 
requires large, durable, location-specific investments. 

we cast light on the accepted notion that countries award with abundant 
natural resources grow more slowly than resource-rare countries, for a number of 
possible reasons: a strong probability of discord and conflicts about resources, the 
Dutch disagree, the lack of forward and backward connecting and learning-by-doing 
effects in the natural resource sector, and social drowsiness resulting from the 
abundance of resources.  

The big push theory anyway predicts that natural resource richness must have 
a positive effect on economic growth because it provides sufficient financial resources 
for become strong economic infrastructure and human capital. Good governance 
specifically a strong public voice with accountability, high government effectiveness, 
good regulation, and powerful anticorruption policies tends to link natural resources 
with high economic growth. The last two measure of governance are especially 
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important for natural resource management in developing countries. No clear proof 
can be found that deterioration in the terms of trade would negatively affect economic 
development, as the Dutch disease model would hypothesize. 

However we can call the natural resource as a global crisis. The unsteadiness, 
immorality, confrontational governance and poverty it fosters are at the heart of 
regional and international development and security challenges. At its heart, then, the 
natural resource curse is a problem of political governance. However we can 
categorised it as follow: 

• In aggregate, there natural resources seem to have a strong, healthy, and 
negative effect on growth by spoil institutional quality. Once institute are 
controlled for, there is either very little effect of natural resources on 
growth or even a positive effect. 

• Obscures diverging patterns between the different natural resources in one 
important respect. In particular, it is fuel and minerals that typically 
generate rents that are easily assignable that have a systematic and healthy 
negative impact on growth via their detrimental effect on institutional 
quality. 

• The impact of natural resources is nonlinear. Especially, the negative 
marginal impact of resources on institutional quality depends on and 
increases with their level. 

 
5.1 Minimizing the negative effect of resource curse: 

5.1.1 Recommendations for international action: 
1. Develop a mechanism for providing access to the services of skilled 

negotiators. Better outcomes could arise for countries if they could draw on 
the skills of professional negotiators with extensive experience in the 
industry. (Macartan Humphreys 2009). 

2. Develop a third-party natural resource fund management service. 
International bodies could create and support a “global clearinghouse” for 
natural resource revenue funds. (Macartan Humphreys 2009). 

3. Enforce stricter standards on multinationals. Foreign resource companies 
working in developing countries should be subject to the same environmental 
and ethical standards they face at home. To ensure high standards there 
should be both individual and corporate accountability. (Macartan 
Humphreys 2009). 

4. Create and maintain a global public information office on oil and gas revenue 
management. A global information office can be established that collates and 
posts basic data on contracts and payments for oil and gas around the world. 
(Macartan Humphreys 2009). 

 
5.1.2 Recommendations for domestic action: 

1. Condition the “deal” on future prices and other economic circumstances. In 
the past, oil and gas contracts have not taken sufficient account of how the 
share of profits accruing to governments change as prices and output change. 
Oil companies often made sure that they were protected if oil prices fell, but 
they garnered the extra profits that resulted from soaring prices. No 
democratic government can accept a deal in which the corporation receives 
an unconscionably high return, and the country receives a pittance for its 
natural resource. (Macartan Humphreys 2009). 
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2. Require transparency of negotiated outcomes. Although having domestic 
constituencies evaluate contracts during or after negotiations may seem like 
a constraint on government negotiators, it is a constraint that can in fact 
increase the bargaining power of domestic negotiators and help produce a 
better and more durable deal; it is essential if one is to avoid corruption. 
There is no reason that contracts should be secret. (Macartan Humphreys 
2009). 

3. Use bonding to prevent environmental damage. To mitigate the problem of 
corporations saddling countries with large environmental costs, governments 
should require that corporations post bonds in anticipation of future cleanup 
costs. (Macartan Humphreys 2009). 

4. Calculate national wealth correctly. Rather than following standard 
approaches that treat oil and gas revenue as income, national accounting 
standards should be employed that accurately reflect the true economics of 
oil and gas production, taking account simultaneously of earnings and of the 
depletion of stocks, and the degradation of the environment. (Macartan 
Humphreys 2009). 

5. Stabilize expenditures. Many resource-rich countries suffer greatly from the 
boom bust pattern. Resource prices are volatile; but when incomes are high, 
international lenders are willing to lend them more, so they even spend 
beyond their ample current flows, getting increasingly in debt. (Macartan 
Humphreys 2009). 

6. Use earnings for investment rather than consumption to avoid Dutch Disease 
problems. Dutch disease effects arise largely from the rapid conversion of 
resource wealth into domestically produced consumption or investment 
goods. (Macartan Humphreys 2009). 

7. Take steps to avoid inequities. While there is in principle more scope for 
pursuing aggressive equalitarian policies in resource-dependent countries, 
we have seen that resource rich countries are often characterized by great 
inequality. (Macartan Humphreys 2009). 

8. Strengthen state–society linkages. As oil revenues flow in, multiple forces 
act to delink governing elites from their populations. (Macartan Humphreys 
2009). 

9. “The strength of institutions appears to be a key variable for predicting the 
impact of natural resources on economic growth” according to Melhum, 
Moene and Torvik (2006).  

10. Governments that discover natural resources become overcome by resource 
windfalls that force them to grow at a much faster pace than the civil service 
can control.  
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Appendix:  
Table 1: General information of Iran 

Indicator  Description 
Land Area  1.6 million square kilometers (CIA) 
Population  65.4 million (2009 est.) 
Median Age  26.4 years (2008 est.) 
Head of State  Mahmoud Ahmadinejad, President since August 2005 
Capital  Tehran 
Life 
Expectancy at 
Birth  71.14 years (2009 est.) 
Natural 
resources 

petroleum, natural gas, coal, chromium, copper, iron ore, lead, manganese, 
zinc, sulfur 

Main Natural 
Resources 
(rank in the 
world 2008)  

Dates (1)- Pistachio nuts (1)- Apricots (2)- Lemons (2)- Watermelons (3)- 
Almonds (4)- Nuts (4)- Oranges (7)- Tea (11)- Wheat (13)- Potatoes (15)- 
Sheep’s - Deposits of gas (2)- Deposits of oil (2)- Oil (5)- Natural gas (6)- 
Iron (13)- Copper (16) - Bauxite (18)- Brown coal (20) 

Industries 

petroleum, petrochemicals, fertilizers, caustic soda, textiles, cement and 
other construction materials, food processing (particularly sugar refining and 
vegetable oil production), ferrous and non-ferrous metal fabrication, 
armaments 

GDP - real 
growth rate 6.2% (2007 est.)  
GDP - per 
capita (PPP) $11,700 (2007 est.) 
Population 
below poverty 
line 18% (2007 est.) 
Inflation rate  17.1% (2007 est.) 
Industrial 
production 
growth rate 4.8% excluding oil (2007 est.) 
Oil - 
production 3.956 million bbl/day (2007 est.)  
Oil - 
consumption 1.63 million bbl/day (2006 est.)  
Oil - exports 2.52 million bbl/day (2006 est.)  
Oil - imports 153,600 bbl/day (2004 est.) 
Natural gas - 
production 101 billion cu m (2005 est.)  
Natural gas - 
consumption 98.19 billion cu m (2005 est.)  
Natural gas - 
exports 4.33 billion cu m (2005 est.) 
Natural gas - 
imports 5.8 billion cu m (2005 est.)  

Natural gas - 26.37 trillion cu m (2006 est.) 
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proved 
reserves 
Exports $70.16 billion (2009 est.) 
Exports - 
commodities 

petroleum (80%), chemical and petrochemical products (4%), fruits and nuts 
(2%), cars (2%), carpets (1%), technical services 

Exports - 
partners 

China 15.3%, Japan 14.3%, India 10.4%, South Korea 6.4%, Turkey 6.4%, 
Italy 4.5% (2008 est.). 

Imports $57.16 billion (2009 est.) 
Imports - 
commodities 

industrial raw materials and intermediate goods (46%), capital goods (35%), 
foodstuffs and other consumer goods (19%), technical services 

Imports - 
partners 

UAE 19.3%, China 13%, Germany 9.2%, South Korea 7%, Italy 5.1%, 
France 4.3%, Russia 4.2% (2008 est.) 

Rate of 
exchange 
(Sept.2009) 1 Euro = 10 563 Rial (IRR) 

Sources: CIA 
 


