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Title: Paradox of Plenty

Resource Curse/Trap
The resource curse is a term used to describe a paradoxical situation in which a country
underperforms economically, despite being home to valuable natural resources. It causes too much
of the country՚s capital and labor force being concentrated in just a few resource-dependent
industries. By failing to make adequate investments in other sectors, countries can become
vulnerable to declines in commodity prices, leading to long-run economic underperformance.

The resource curse mainly occurs when a country begins to focus all of its production means on a
single industry, such as mining or oil production, and neglects investment in other major sectors.

At times, the resource curse can also result from government corruption. If a large share of national
wealth is concentrated in just a few industries, the government might abuse its regulatory powers,
such as by awarding valuable contracts based on bribes. If too much labor and capital �lows into just
a small handful of sectors, it may weaken the rest of the economy and harm the country overall.
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Resource Surplus
Angola is located on the west coast of Southern Africa; Angola is home to some 30 million citizens.
Its economy, however, is heavily commodity-dependent, with oil products accounting for roughly
90% of the country՚s exports.

Angola՚s economy is extremely vulnerable to any large or sustained decline in the price of oil, since
virtually all of the nation՚s wealth is reliant on this one sector. In this sense, Angola may have been
“cursed” by its large oil reserves.
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Another country that relies heavily on selling oil to other nations is Saudi Arabia. Fortunately, unlike
Angola, Saudi Arabia has taken steps to steadily diversify its economy away from crude oil exports.
In 2010, crude oil accounted for 75% of Saudi Arabia՚s total exports. Fast forward to 2018 and this
�igure had declined to just over 55% .

In the intervening years, Saudi Arabia succeeded in increasing its exports of various manufactured
goods that are related to crude oil but lie further up the value chain.
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