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Historical Background

Since the formation of the earliest human 

communities and societies, resources drawn 

from nature have been a source of income 

and livelihood. 

However, with the advent of the 1st industrial 

revolution in Europe, North America and 

Japan in the mid 18th century, these natural 

resources were transformed into finished and 

semi finished products with the use of newly 

invented machines.    



Historical Background (Cont’d)

▪ The industrial revolution increased wealth and distributed it more widely than had 

previously been the case, helping to enlarge the middle class in the 

aforementioned countries.

▪ Unfortunately, due to increased demand and the need to power emerging 

industries in Europe and the Americas, the pursuit to colonize territories was 

amplified. 

▪ Global powers in the late 18th and early 19th century through mercantile 

companies (e.g. Royal Niger Company, the East Indian Company, Dutch East 

India Company) established colonies in much of the global south and began the 

systemic exploitation and exportation of these territories’ resources to power the 

ongoing industrial revolutions in their home countries.



Historical Background (Cont’d)

• Amongst the many effects and legacies of 
colonialism on these territories is what is 
known as the resource curse. 

• Colonialism dismantled existing structures 
and institutions that were already utilizing 
some of these natural resources for the good 
and welfare of their people.

• It instead created systems that encouraged 
the extraction of natural resources with little 
to no focus on host communities.  



What is the Natural Resource Paradox? 
• The natural resource paradox, also called the 

resource curse, the paradox of plenty, or the 
resource trap, is a phenomenon whereby 
many resource-rich countries fail to benefit 
fully from their natural resource wealth 
(NRGI, 2015). 

• It is a situation in which countries with an 
abundance of non-renewable natural 
resources experience stagnant economic 
growth or even economic contraction 
(Fernando, 2020). 



What is the Natural Resource Paradox? (Cont’d)

Although it seems logical for one to expect better development outcomes 

after countries discover natural resources, resource rich countries tend to 

have higher rates of conflict, authoritarianism, and lower rates of 

economic stability, economic growth, compared to their non-resource rich 

counterparts. 



                 
Definition of 

Terms



What are Natural Resources?

• Natural resources are resources that are drawn from 

nature and used without much modifications.

• Materials or substances occurring in nature which can 

be exploited for economic gain.

• They are resources that are found in the environment 

and are developed without the intervention of humans.



Examples of Natural Resources

• Air 

• Sunlight

• Water 

• Soil

• Stone 

• Plants 

• Animals

• Salt 

• Fossil fuels

• Forests 

• Metals 

• Coal 

• Natural gas 

• Oil 

• Minerals 

• Iron 



Renewable Resources
• These are resources that can be regenerated despite heavy usage. 

• This is because all these things will continue to replenish 
themselves overtime. 

• Under this category:

▪ Water, 

▪ Soil, 

▪ Windfall, 

▪ Water, 

▪ Plants, 

▪ Animals, 

▪ Humans



Non-Renewable Resources

• These are resources that are limited.

• Once the supply runs out, they either go into extinction or takes 
thousands of years before regenerating. 

• In this category are:
– Fossils fuels

– Coals

– Petroleum

• These resources need to be used in moderation due to their 
finite nature. 



Overview of Africa’s Natural Resources
• According to the United Nations, Africa 

is home to about 30% of the world’s 
mineral reserves, 12% of the world’s oil 
and 8% of the world’s natural gas 
reserves. 

• The continent has 40% of the world’s 
gold and up to 90% of chromium and 
platinum. 

• The largest reserves of cobalt, 
diamonds, platinum and uranium in the 
world are in Africa. 

• Africa holds 65%  of the world’s arable 
land and 10% of the planet’s internal 
renewable fresh water source. 



Overview of Africa’s Natural Resources (Cont’d)

• Revenue from mineral resources in Africa

– At $125bn per year, South Africa 

generates the most money from its 
mineral resources. Nigeria comes in 
second with $53bn per year, 
followed by Algeria ($39bn) Angola 
($32bn) and Libya ($27bn).

– These five countries produced more 

than two-thirds of the continent’s 
mineral wealth.



• Africa’s natural resources provide a unique blend of both 
human and natural resources 

• This blend is expected to foster Economic, Social and 
Environmental development (Pillars of Sustainability).

• However, Africa is suffering from the paradox of plenty which is 
a contradiction to the continent’s plenty human and natural 
resources.

• Suggesting that the continent’s endowments of human and 
natural resources is not necessarily translating into prosperity, 
broad-based development and resource based industrialization.

Paradox of Africa’s Natural Resources…



Paradox of Africa’s Natural Resources…

• Many resource-rich African countries are squandering 

their natural resource wealth

• They are saving and investing less in productive 

assets both home and abroad, while their mineral 

and energy wealth is eroding gradually.



Paradox of Africa’s Natural Resources…

• Africa’s natural resources are dominant and central to their economies, 

however, the livelihood of majority is not impacted by it.

• Under normal circumstances a natural resource boom should be a 

catalyst for growth, development and transition from cottage industry 

to factory production, however, this is not the case in many African 

countries.  



Causes and Effects of the Natural Resource 
Paradox in Africa (Cont’d)

• Governance and Democracy

– Natural resource wealth, particularly oil wealth, has made it more 

likely for governments to become or remain authoritarian over 

the past 30 years. The explanation for this lies in taxation. 

– Studies have shown that governments are more responsive to 

their citizens and are more likely to transition to democracy when 

government spending is reliant on citizen taxation.



Bad Governance and the Natural Resource 
Paradox in Africa

Source: Natural Resource Governance Institute (NRGI) 



Bad Governance (Cont’d)

• When countries collect large revenues from natural resources, they are 

less dependent on levying taxes on citizens, and thus citizens feel less 

invested in the national budget. 



Causes and Effects of the Natural Resource 
Paradox in Africa (Cont’d)

• Conflict 

• Conflicts prevent resource rich African 

countries from benefiting from their natural 

wealth. 

• The Natural resources themselves can, and 

often do also provoke and sustain internal 

conflicts as different groups fight for control of 

the resources or use natural resources to 

finance their fighting thereby preventing 

economic growth and development. 



Causes and Effects of the Natural Resource 
Paradox in Africa (Cont’d)

• Inefficient Spending and Borrowing 

– The amount that African governments collect in resource revenues can 

change drastically from year to year because of changes in 

commodities prices and production. 

– As a result, it is very difficult to effectively spend fluctuating and 

unpredictable revenues.

– Governments often get trapped in boom-bust cycles where they spend 

on legacy projects, such as airports and bridges, when revenues are 

rising and then must make painful cuts when revenues decline.



Inefficient Spending and Borrowing (Cont’d)

• Resource-rich African countries have a tendency to over-spend on 

government salaries, inefficient fuel subsidies and white elephant 

projects and to underspend on health, education and other social 

services.

• Moreover, when revenues from natural resources are high, such 

countries often borrow more than they should from International 

Financial Institutions (IFIs) leading to large debt burdens and severe 

cutbacks on social services when revenues are low. 



Causes and Effects of the Natural Resource 
Paradox in Africa (Cont’d)

• Dutch Disease

The Dutch disease is a phenomenon where the rapid exploration 

and development of a natural resource leads to the decline and 

contraction of other sectors of the economy. 

A large increase in natural resource revenues can hurt other 

sectors of the economy, particularly export-based manufacturing, 

by causing inflation or exchange rate appreciation and shifting 

labor and capital from the non-resource sector to the resource 

sector.



Causes and Effects of the Natural Resource 
Paradox in Africa (Cont’d)

• Limited Government Capture of Benefits

– In some cases, only a small share of the production value of the 

exploited natural resource stays in the country. One explanation is that 

many fiscal regimes, (rules about how to split the profits between 

companies and governments) fail to compensate the state and 

communities for depleting their resources and related environmental 

damage or loss of livelihood.

– These bad deals can happen when countries are so eager to encourage 

resource extraction that they lower the rates for taxes and royalties 

without understanding the true value of their resources.



Limited Government Capture of Benefits (Cont’d)

• Moreover, in capital-intensive extractive industries, few non  non-tax 

benefits, such as jobs, accrue to locals.

• While expectations for “local content” …

– i.e. 

• employment, 

• local business development; and 

• improved workforce skills 

• …are often very high, the actual number of opportunities may be few.



Limited Government Capture of Benefits (Cont’d)

• In addition, these extractive industries tend to have very low employment 

rate relative to the size of investments. 

• Further, those limited jobs available and the machinery required to 

implement them tend to both be imported from abroad and are 

extremely specialized. 



Causes and Effects of the Natural Resource 
Paradox in Africa (Cont’d)

• Weak Institutional Development

– It is often argued that institutions are weaker in resource-rich countries 

because it is easy for elites to capture or take large sums of cash.

– Large single-point sources of revenue, such as an oil project, can be 

managed outside the normal budget process and are relatively easily 

captured by powerful elites. 

– Some of the tools used to capture revenues include sovereign wealth 

funds, national oil companies and contractors for extractive operations.



Weak Institutional Development (Cont’d)

• As a result of this, elites in natural resource-rich countries are less likely to invest in 

productive enterprises, such as job-creating manufacturing industries, and instead 

pursue rent-seeking - fight for control of these natural resources.

• There are times, where politicians or government officials also intentionally dismantle 

societal checks or create new policies and regulations to get access to these resources 

or to provide access to friends or family.

• Elite focus on rent-seeking promotes corruption and is damaging to institutional 

development.

• These countries with elite rent-seekers tend to have weaker institutions and lower 

levels of public service delivery. 



Causes and Effects of the Natural Resource 
Paradox in Africa (Cont’d)

• Society and the Environment

– The point-source nature of extractive industries often creates 

challenges when trying to balance the needs of the people and 

environments that surround the extractive area. 

– Sharing and compensating for resources such as land, water 

and the minerals can create conflict between the extraction 

companies and the communities.



Social and Environmental Factors (Cont’d)

• In addition, extraction projects often attract large influxes of people, whether or not 

additional employment is actually available. This can cause stress on economic, 

social and cultural relations.

• Environmental issues arising from exploitation of natural resources include: 

– dust from mining, 

– scarring of the landscape, 

– noise from process operation, 

– contamination of hydric sources (from waste rock and tailing disposal), 

– massive use of water in the extractive process, 

– gas flaring (causing health problems and wasteful CO2 emissions)

– seismic disturbances (earthquakes, tremors)            

Source: Natural Resource Governance Institute (NRGI) 



Resource Rich Countries and Development

• Not all countries that possess large deposits of natural resources struggle 

with exploiting them for the good and welfare of the people. 

• The below are countries whose natural resource abundance has translated 

to improve life outcomes for their citizens and residents: 

– Botswana

– Norway

– Malaysia

– Australia 

– Indonesia 



Resource Rich Countries and Development

• Norway 

• Major Natural 

Resources

– Petroleum

– Titanium 

– Nickel

– Natural Gas

– Iron Ore

– Coal

• Development Indicators

– GDP: 360 Billion USD 

– Annual Household Income 

Per Capita: $43,007

– Life Expectancy: 82 years

– Unemployment rate: 4%

– Inflation: 3.5% (2021)



Resource Rich Countries and Development

• Botswana 

• Major Natural 

Resources

– Diamonds

– Silver 

– Copper

– Iron Ore

– Coal

– Gold

• Development Indicators

– GDP: 15 Billion USD 

– GNI Per Capita: $15,500

– Life Expectancy: 69 years

– Unemployment rate: 24.9%

– Inflation: 7.2% (2021)

 



Sustainable Use of Natural Resources 

• Although, natural resources are sources of wealth for many countries, 

the importance of moderation in exploiting them for our benefit 

cannot be over emphasized. 

• Sustainable utilization of natural resources is the proper management 

of natural resources for the benefit of the entire human community. 

• The main aim of sustainable development is to provide resources for 

the present generation without compromising the needs of future 

generations.



Way Out of These Contradictions
• Sustainably manage the depletion of natural resources

– Utilize revenue generated from extractive industries to support Research and 
Innovation (R&D) in other sectors
• African Gov’t should incentivize research and innovation through 

collaborative efforts between institutions (public, private, academia, 
government etc.)

• The impacts of the Dutch Disease can also be minimized if governments 
transform resource revenue inflows into tangible investments, such as 
in roads and electricity, while also implementing policies that protect the 
manufacturing sector. 

• Effective and equitable stewardship of Africa’s natural resource wealth among 
different stakeholders.

• Collective fostering of human, economic, social, environmental and natural 
resources.



Way Out of These Contradictions (Cont’d)

• African nations, particularly resource-rich nations, should ensure that 

there are proper institutional and legal frameworks to support 

development efforts.

– Functional and effective guidelines, such as in a judiciary structure, 

are required to ensure that natural resources are managed with 

accountability.

– Civil society and independent bodies are also crucial in 

strengthening government institutions in extractive economies.



Way Out of These Contradictions (Cont’d)

• Promote Sustainable Consumption and Investment

• Credible and transparent rules for sustainable consumption

• Gradually transforming natural resources into productive assets home and abroad 

• The International community should strengthen transparency and accountability 

systems and mechanisms in order to keep International Extractive Companies in 

check. 

• Contracts between African governments and natural resource extraction 

companies should address the social and environmental issues accompanying the 

exploration and extraction of these resources and clarify whose responsibility it is 

to manage these impacts.



Conclusion

The economic growth of Africa hinges on the sustainable management of it’s 

natural capital. 

Indeed, the continent is blessed with abundant natural resources and the human 

resources required to sustainably utilize these resources for the benefit of all.

It is however imperative that policies and regulations guiding their exploration 

and exploitation, both locally and internationally, are strengthened to ensure the 

natural wealth translates to improved livelihoods for Africans. 




