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Abstract: This paper is an attempt to draw a relationdecline in no way reduces oil's importance in todayl§
between the abundance of hydrocarbon wealth and tliggobal scenario. Rather it simply highlights greatey
prospects of economic growth and good standards afvareness of issues such as global warming, and [fhe
democracy in oil-rich countries. It stitches together aneed of alternative energy sources such as nuclefr,
connective link between the three in the course of thisydro, wind and solar power. The binding agreemenjs
essaf’. Initial explanations of hydrocarbons and whywith regard to bringing down carbon emissions sign
it's synonymous with wealth, the correlation of wealthat the Copenhagen Climate Change Conference 209
with growth and democracy and the workinghave played their part in this. The predominance §f
definitions of economic growth and good standards afil as an energy resource can be judged from |s
democracy which are contentious terms and canna@onsumption patterns — up from 57 million barrels pgr
be defined in black and white, set the tone for two castay in 1970, (Wright, Oil: Demand, Supply and Trendg
studies of separate oil-rich states and how both deaih the United States, p. 1) to 89 million barrels per dgy
with oil discovery in different ways. The two oil richas of 2011. (IEA 2011) And oil is here to stay at leagt
states analyzed in this essay are — Norway, considerg@uthe foreseeable future, as alternate sources of enefgy
a full democracy and highly ranked on all democraticare a lot more expensive and arehqualitatively
indices, and Nigeria, with an authoritarian regime andsuperior’ either (Smil, 2006).

a dismal and rankling democratic record. Norway is _ _

an exception while Nigeria is representative of mosthus, & direct link may be drawn between thege
other oil-rich states. The prime objective of this papePatterns of consumption of the scarce resource thagis
is to conclusively put forward evidence to show tha®il @nd the massive capital receipts from exports By
the resource curse is not a predestined inevitabilitycountries endowed with hydrocarbon riches. Ng

rather it can be a boon if sound economic policies ard/onder then that the term * hydrocarbon wealth” is usgd
to refer to these reserves. This term is justified as il
pursued.

is a non-renewable scarce resource, and it is thug a
resource which can be exploited by states in possessjon

of it, as per the demand supply scenario and in lifje

Hydrocarbon wealth or crude oil (as it is known in itSyith current consumption trends to maximize the
liquid extracted form) is todagne of thevorld’sprime o\ enues and hence wealth.

sources of energy. Its use is widespread in industry,
transportation (as automobile and airline gasolineBut, does this unearned wealth have a correlation(fo
electricity generation and various other economievider economic growth and the flowering ang
activities. According to the International Energysustainability of democracy in such states? We mg

Agency, oil as a percentage of world total primarybe slightly mistaken here. Rather the usage of the wgyd
energy supply is the single largest source at 32.4 9%light' is a gross understatement. The existence [

(IEA 2010), even though its contribution has comeuthoritarian regimes and a dismal performance gn
down from 46.1% in 1973 to 32.8% in 2009. Thisdemocratic and developmental indices faced by m1Jy
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such hydrocarbon, oil rich countries suggest#ccording to the Economist Intelligence Unif
otherwise. These states face what British economiftemocracy Index 2012, the key indicators @
Richard M. Auty called the * resource curseé. states democracy are electoral process and pluralism,
where regardless of the plenitude of resources (in thfsinctioning of government, political participation
context oil) and wealth inflows caused thereby, thepolitical culture and civil liberties. Apart from citing
benefits derived for the common people are negligiblehe * Democracy Index’, other indicators such a
Georginallen plainly defines the * resource curse’ asunemployment and literacy rates will also be referrefd
a phenomenon when countries rich in natural resources. Widely used indicators of economic growth ar
remain relatively undeveloped because of governmeiross Domestic Product and Gross Domestic Prod ]ct
mismanagement and corruption (Balaam, 2011, p.498)er capita, which again will form the basis for furthe
Dystopian tendencies in such states therefore glaringbhalysis. Additionally, the Index categorizes statefs
highlight that wealth is not necessarily an indicator oground the world into four broad groupings — fu
all-round development. democracies, flawed democracies, hybrid regimes dfd
States dficted with the * resource cursanay be authoritarian regimes. Full democracies in al
obviousness are the best form of government wh

described using the rentier oil state effect. uthoritarian regimes fall at the extreme of th
Preconditions for the existence of a rentier state incluoae cirum 9

the dominance of external rent, and the concentratio?‘Pe

of rent exclusively in the hands of the staterpese groupings form the basis of the selection of tije
government. This concentration is an existential realityyo oil rich states to be analyzed in this essay

in oil-dependent economies as major ownership of ONorway, considered a full democracy and highly

production is in the hands of state firms as opposed {3 yked on all democratic indices and Nigeria, with T
n

private enterprises. The rentier effect derived, thoritarian regime and a dismal and rankli
eponymously from the term ‘ rent’ is a widely accepteddemocratic record.

explanation for the existence of authoritarian rule in
such states. Wealth generated through oil productionHE NORWAY EXCEPTION
is the major form of income in oil rich states. This
wealth may thus substitute the tax burden on citizendiorway is an exception of sorts when it comes to statps
in the process dissolving resistance for democrati@ith a plenitude of oil wealth. It stands out like the
accountability and subsidiary democratic rights whictveritable knight in shining armor amongst nations sug
come attached with taxation. Additionally, this wealthas Iran, Iraq, Saudi Arabia, Chad, Nigeria, Equator
can purchase political support and vitiate civil rightsGuinea and Venezuela when it comes to performange
groups. Also as is increasingly evident, thisas far as democratic and economic indices
entrenching of authoritarian regime goes hand in hangpnsidered. In Norway, post oil discovery, there hg
with increasing corruption in government departmentsyeen a burgeoning of economic growth and welfarg
bureaucratic inefficiency and resultant stagnation ofhe only probable similarity between these states
various economic sectors with the obvious exclusiothe presence of and the reliance on oil reserves.
of the petrochemical sector. Therefore within these oil rich states it wouldn’t be
S _ ‘wrong to group them as Norway and the rest, apgrt
Before getting into in-depth case studies of two Oikyom the other obvious grouping of OPEC]

rich states withopposing governmental systems,organization of Petroleum Exporting Countries) anfl
analyzing the strength of their economies ang,on-OPEC oil rich states.

democratic standards, and putting the same into
perspective with respect to their hydrocarbon wealthHHow has Norway managed to escape the ‘ resourge
it is of immense empirical value to define beforehanaurse’, which has brought down each of the oil righ
the indicators of democracy and economic growth setates previously mentioned to a situation whej
as to make observations and comparisons of a fairfginding oil is synonymous with the state and its
uniform nature. In the process ambiguity will beeconomy heading into an impending dystopian futurg?
minimized. Has Norway done something differently or is it just T
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coincidence? The answers to these will become cle&dfow these consequences in essence show why No
in the following paragraphs. did not fall into the ‘ resource curse’ trap. For on

) ) ] S _sectors of the economy apart from the petro-indus
In countries with producer friendly institutions, with |, ara protected. And it is a truism that the econo

bureaucracy, and little corruption, natural resourcegs,y

are more likely to lead to economic growth (Mehlum,y,,q 1 he lopsided and unevenly distributed, as we
Moene and Torvik, 2006, 2008). Norway has had g,ter see in the case of Nigeria (a classic example df a
long-standing democratic tradition since 1814. Oilwas (asqurce cursedhation).Additionally, there was

discovered in Norway in the 1960s. This thereforg,,,qcinys job creation apart from protection of alrea
implies that by the time Norway discovered North Seq,isting jobs. This was another effective measure

oil, democratic traditions had already set in and it Wagin jing the efiects that are seen in traditional * resour
a way of life in Norwegian society. The bureaucracycurse. aflicted oil reliant states. Oil industries ar

was efficient and accountable, and equally eﬁ'c'enEapital intensive in nature, thus job-creation is minimg|!

and effective was the government framework in placeand unemployment rates in such oil dependent st

Nevertheless the discovery of oil was sudden sinc@r€ relatively high (though not without exception). Jo
the National Geological Survey had all but given UF;‘urther reduce when other industries are neglected, ps
hope of finding oil. Equally sudden would have beefh€ Oil industry in itself is a massive generator
the spiraling of the state and economy such that [€Venues. An unemployment rate of merely 3.3 ey
would have succumbed to the ‘ resource curse’ antyorway (a result of policy-success) stands in contragt
rentier state tendencies had the government not corffe 23.9 for Nigeria and 12.3 for Iran as a percentage

up with strict policies and frameworks, which Of their respective total population, thereby reflect
prevented any such occurrence. the resource curse phenomenon in Nigeria, Iran apd

other such states (IMF 2011). Add to that, oil expo
One such policy was of giving out only two drilling inflate the exchange rate so that whatever elsefa
permits a year to limit the money made from oil fieldscountry manufactures is less competitive abroad
and in the process preventing the oil money fron{Rosenberg, 2013).
destroying Norway’salready existing industries.
(Blumberg, 2011) Despite the skepticism of the oilln addition, the bulk of petroleum revenues in Norwa
industry, the government did not dither fromare deposited in a state-owned sovereign fund cal|gd
safeguarding the economy. In addition to that, it camghe Government Pension Fund — Global. Only tthu?
up with the 10 Oil Commandments’ underlining the government spends the interest generated from this
princip|es of Norwegian oil p0||cy (Norad, Norway’s fund, while the principal remains Iargely untouched
Oil for Deve|opment Program, 2012) In this Context,AS a result of this fund being invested primarily outsidg
three of the original Ten Commandments are rathdiorway and the annual maximum withdrawal bei"ﬂ
important and should be taken note of. These thre®@aintained at 4%, Norway managed to avoi
commandments relate to the national supervision dfyperinflation or the so-called * Dutch diseaseThe
all drilling activities, the development of new businesdax levels in Norway are also consistently sustained pt
activity and industries based on petroleum and th@ high level, which implies two things. One, the
safeguarding of existing commercial activity petroleum revenues are essentially being saved in the
regardless of the development of the oil industry. Nowiorm of the sovereign fund at the same time reduci
the consequences of these three commandments in %l economy’seliance on it. And two, higher taxe
likelihood would have been as follows — supervisionmean the government is expected to be accountabld to
would have led to development of the oil industrythe people which results in the perpetuation argd
within acceptable limits so it did not hinder othersustenance of high economic and democra
economic commercial processes; development of negtandards, while escaping the rentier state and thgs,
jobs as a result of the subsidiary industries based dhe resource curse trap. Unconnected but lastly, @il
petroleum; and, protection of already existing jobs. policies cannot be used as an election campaign|fg

, the oil industry) because in such a case benegts

N

{ 110 %




—(Aapoorti | 20 15%
f N\

Taxes vs Democracy
50.0%
(2008)
45.0%
S
8 40.0%
ks
® 35.0%
@
$ 30.0%
=
=
S 25.0%
a
o
& 20.0%
&
5 15.0%
10.0%
5.0%
0.0%
0.00 2.00 4,00 6.00 8.00 10.00
Democracy Index Score
Srirree NIFCT & Fronnmest
Source: OECD, Economist (2008)
tool which means that regardless of the political partyhe petro industry’, thus generating employment, (ap#t
in power, the stability of the economy remains intactfrom revenues) through the petro sector itelf.
This graph reflects the relation between tax rates anth 2012, Norway’sreal GDP grew by 3%, which

democracy. It justifies the incidence of the rentier statecompares fairly well with other developed Europesd
resource curse trap on states with low tax rates whickconomies (The Economist). With respect t
results in lower governmental accountability. TheNorwegian regard for democracy, Freedom Hou
ability of Norway to escape the resource curse tragave it the highest possible rating in dispensation |¢f
and come out on top with regard to democraticpolitical rights and civil liberties. In addition, groupeg
standards corresponds to it maintaining a high tax rataunder * full democracies’, it was Numero Uno on Thg
(as has been previously explained), while states sudeconomist's Democracy Index 2B, with all of its
as Nigeria and those in the OPEC have visibly takemdicators falling between 9 and 10 (10 being th
a hit in democratic standards while having low taxmaximum possible¥ Norway’s literacy rate stands
rates. at an impeccable 100% (CIA World Factbook 2013).T¢

_ _ _infer, almost all studies without exception point tg
This brings us to the robustness of the Norwegiaforway as a successful economy as well as|fa

economy and democracy. Its GDP stands at 485@mocracy, with the latter being pronounced in almagt
billion dollars, with its per capita GDP valued at gyshing terms. Norway'lsydrocarbon wealth has led

14

amounts for a little more than half of Norway’s total g conomic growth and good standards of democra
exports, it is very strong in other sectors such as s@anas used its subsequently generated wealth to
and fish-food, and the paper-pulp industry as well. '%dvantage — it has put in place firm frameworks
fact, total fish and sea food exports amounted t0 7.dreated a sovereign wealth fund diverting oil revenugs

billion }JSD (The Globe and Mail, 2‘009)- AlsO, into it, and utilized the interests thus generated i
Norway’ssecond lagest export sector is * supplies for pymping it back into the economy. If there is a natic}/
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that has undermined the ‘ resource curse’, it has to bie 1967 and 1980 respectively. Though the causes
Norway. these civil wars were more political than anything els

the current state of conflict - the rise of militancy a
NIGERIAAND THE RESOURCE CURSE the recently declared state emergency clearly poin

Nigeria on the other hand, is an oil- rich state at théomethlng else.

other extreme end of the spectrum. It is one of thghe answer lies in the link between oil, oil revenu

prominent examples of ‘resource cursefliafed  5nq conflict that | wish to draw attention to. If we re
nations — a state where oil revenues haveahslated between the lines. the link seems obvious. When

into development and progress on the ground. But {f; 55 initially discovered in 1956, there wer
is not an isolated example with most other 0“'”Chexpectations from the Nigerian citizens o
states facing a similar paradox. emancipation, better opportunities and the usheri
of a new era. In contrast, it was only the governme
and a few people in power who benefitted. According
o the Standard Bank, the government which is|ja

justified by the studies conducted by economistgnajority shareholder in Nigerian oil fields, has mad¢

Collier and Hoeffler which showed that the likelihood °V&" 1.6 trillion .USD from (?” revenues in the spac
of conflict was 22% when a third or more of a country’ sof 50 years, while over 70% N'ge“?".‘s still languis
GDP came from the export of primary commodities,beIOW the poverty line (as of 2010) I|V|ng_on less t.h
and was 1% for countries which did not export primar)? US.D a day_ (ClA World Factbool_<). Ir.] light of this
commodities (Collier and Hoeffler, 2002). Nigeriathe rise of militancy seems almost inevitable — massgs

seems almost tailor-made to justify this theory: 9598

Nigeria struck oil in 1956. But since then little has
changed. According to Rosenbgepetro —dependence
may lead to conflict (Rosenberg, 2013). This may b

=4

f people who have become disillusioned over ti r
of its export earnings are in the form of oll revenueg\'hlle Nigerian gc_)vernr_ne_nt_ Seems to _be amassifg
(U.S. Energy Information Administration 2012). And Wealth _sh_rouded nan invisibility cloak i.e. the onl
Nigeria is conflict ridden. It has fought two civil wars beneficiaries of this wealth are the corrupt governmeft

officials.
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This graph reflects the % of GDP from oil (X axis)industry, which in turn generates more than 95% }

against the average governance indicator (Y axis)its export revenues. The malaise runs deep w

This graph is self-explanatory and simply reinstatedNigeria’ sadult literacy rate at 56.9% (National Literary
Norway as a state, which can be emulated for itSurvey 2010, National Bureau of Statistics, Nigeri
%o

governance, while Nigeria and all of the otherwell below the world average of 84.1% (UNESC
prominent oil-rich states have dismally low levels 02010), and with a ghastly unemployment rate of 23.

governance. These low levels in turn indicatgIMF 2011). Comparing this data with nearby Africar
corruption, the ineffectiveness and the weakness abuntries (taking Cameroon and lvory Coast TIS
0 -

government institutions and economies, which thuexamples) that are unlucky or lucky not to be as

cannot perform at their best. rich as Nigeria (depending on how one looks at it},

o the findings are staggering and reinforce the resou
We see a carry-over of this in most measures a"kfh

with its GDP per capita holding outat a low 1,501.7%q a1 heing much higher thavigeria’s while the
USD (World Bank 2011), even though it rakes inj,ier heing almost as goad Nigeria’ sideally Nigeria

massive annual oil revenues. It had a growth rate Qf,q,1d have been better off had it used its oil revenups
judiciously. But, most importantly this is the

7.4% in 2011 (World Bank), but it is important to take

note that this growth is concentrated primarily 'nconsequence of government embezzlement of

southern Nigeria, and a double-digit growth is a bar?evenues and lack of any framework in place.
necessity to see a perceivable improvement in living

standards. Norway'growth rate of 3% would seem a CONCLUSION
pittance when compared to Nigeria’s, but it would not

be right to compare their growth rates since Norway he case _studies of the two oil-rich states i.e. No_rws
is considered a developed nation, while Nigeria is ag@nd Nigeria have been chosen for a reason. Nigefia

yet developing! Additionally, Nigeria has low tax and the ‘ resource curse’ it faces with respect to oil

rates making it susceptible to the rentier state representative of most oil-rich states including mogt
“ resource cursetrap. The Economist Democracy Index of the OPEC countries such as Iran, Iraq, Venezugla

for 2012 ranks Nigeria a lowly 120 (amongst 167and SaudiArabia. Thus, the Nigerian case study ser

nations), and groups it under countries having the worgs a mirror for a lot of the other oil-rich states. Norwg
form of government with minimum respect for on the other hand is an exception, and that is exa%l
|

democracy i.e. authoritarian regimes. On all itgvhy it was important to put forward its case. Wh

democratic indicators, Nigeria comes up short, wittwas it that it did right, that others didn’t, and what is |
an average of 3.77 (0 being the worst possible scotbat others can do to escape the ‘ resource cursg’!

and 10 being the best). According to the Human Right§orway shows us that the resource curse is not
Watch, the government has doled out financialnevitable as it seems.

incentives to the tune of an annual 400 million USD . )
from additional oil revenues, but it has still not't iS perhaps to Norwag advantage that pre oil

addressed the underlying causes of violence arf§iSCOVery, it already had a flourishing democracy
discontent in the region, such as poverty, governmef@ce. That is something which cannot be replicat
corruption, environmental degradation from oil spills,

and impunity for politically sponsored violence (HRw, €hanging the past and so much more and time-tra
World Report 2013). is as yet not a reality! But what can definitely b

replicated is Norway's magement of the economy,
Despite the presence of oil production activity, verypost oil discovery. Its stable governance framewor
few Nigerians are employed. For example, Shell irwhich don’tchange with the coming and going o
Nigeria employs 5000 people most of whom arepolitical parties; its regulations which foremost ha
foreigners. Shell in turn laments the lack of suitablehe welfare of citizens in mind; governmen
labour amongst the native Nigerians. Only 1% ofaccountability which can be equated to a stable
Nigeria’s total labour force is employed in the oil high tax rate and the creation of an independent

by its oil-rich counterparts, as that would requir

h

Le

e . : _ _ rse argument. Data suggests they sure are lugky.
indicators in studies conducted by internationalsgmeroon and Ivory Coast had literacy rates of 7146
agencies. Nigeria’s GD&tands at 244 billion USD, and 56% respectively (UNESCO 2007-2011), tHp
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susceptible to high levels of instability). Nigeria did
not adhere to any of these including the creation of an
oil fund and is consequently facing severe economit
woes, domestic inflation and balance of trade problems
apart from issues listed previously.

Other oil-rich states would thus do well to implements
Norway’ spolicies with necessary tweaks to suit their
domestic environments. But how should the * resource
curse’ plagued oil-rich states bring about the policy
change is a big question in itself? There is not much
incentive for the ruling class in such states, as they
are already ‘raking in the moolah’. Expecting
international organizations such as the United Nations,
the IMF and the World Bank to bring in change would,
amount to being overoptimistic, as these organizations
have often been criticized for serving vested interests
and the United States’ hegemonic designs (the support
of the Saudi Arabian authoritarian regime by the U.S.
to serve their own interests may be cited as a proof of
this). This leaves only citizen uprisings as a means to
bring in change. In the short term though, as the Arab
Spring in Egypt shows, there is bound to be political
instability. The long-term consequences are as ye
unknown. ®

To infer and to reiterate, the current scenario shows
that hydrocarbon wealth does in fact * de-giey' the
prospects of economic growth and good standards ef
democracy to a great extent in oil rich countries leading
to what is commonly known as the ‘ resource curse’s
illustrated in Nigerias case and likewise evident in
most other oil-rich states.e¥, Norway’scase shows
that this ‘ resource curse’ is not all encompassing and
through it, is answered the question raised in the title.
The * resource curse’ is not a predestined inevitability
and can instead be turned into a boon. As Norway
showed, all it takes is a little socio-political will, a ®
motivated populace and some sound policies.
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