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Investigating the Effects of Natural Resource Rents on Economic Growth in
Major Natural Resource-Exporting Countries: A Quantile Regression
Approach

Akram Ghavami, Ghodratollah Emamverdi, Ali Akbar Khosravinejad, Narcis Amin
Rashti

Introduction:

Natural resource rents, defined as the surplus payments received from the extraction of natural
resources beyond production costs, play a pivotal role in shaping the economic landscape of
resource-exporting countries. These rents can significantly influence a country's gross domestic
product (GDP), government policies, and overall development trajectory. Understanding the
effects of natural resource rents on economic growth is crucial for several reasons. Firstly,
natural resource rents can provide a substantial boost to the GDP of resource-rich countries.
This influx of revenue allows governments to fund essential services such as healthcare,
education, and infrastructure, which can improve overall living standards and lead to broader
economic growth. When governments allocate resource revenues to infrastructure projects, it
enhances connectivity, improves trade and transportation efficiency, and ultimately stimulates
economic activity. Moreover, effective management of natural resource rents can promote
economic diversification. By reinvesting rents into various sectors such as agriculture,
technology, and renewable energy, countries can reduce their dependence on a single resource.
This diversification is vital for sustaining economic growth, especially in the face of global
market fluctuations that can impact commodity prices. Natural resource rents also have the
potential to create jobs and stimulate industrial development. The extraction and processing of
natural resources often require skilled labor, leading to job creation. Additionally, they can spur
growth in related industries, including manufacturing and services, thereby expanding the
economic base. Global warming over the past century has been directly linked to anthropogenic
impacts, such as the burning of fossil fuels, the depletion of natural resources, and the emission
of pollutants. Natural resources are critical for production processes, livelihoods, and social
development. They represent a significant portion of a country's wealth and must be managed
sustainably to ensure long-term economic development. Both developed and developing
countries face challenges in balancing the use of natural resources with achieving economic
growth and development. This is why policymakers must focus on designing and implementing
public policies to promote sustainable production and consumption of natural resources and
enhance the efficiency of their use (Altinoz and Dogan, 2021). The role of natural resources in
economic growth has been debated in economic literature for decades. Some arguments suggest
that economies specializing in the extraction and export of natural resources experience
relatively low economic growth rates. Examining the impact of natural resource rents on
economic growth can help improve Iran's economic situation in various ways. Analyzing
natural resource rents can help identify regions with high potential for resource extraction and
exploitation (such as oil and gas). This can lead to better resource allocation and improved
economic efficiency. Investigating the effects of natural resource rents can aid in formulating
appropriate policies for sustainable resource management. This means reducing dependence on
resource-derived revenues and increasing investment in other economic sectors. Research on
the effects of natural resource rents requires attention to the quality of institutions and
governance. Improving these institutions can help reduce corruption and increase transparency
in the use of resource-derived revenues. Focusing on the impact of natural resource rents can
support the development of non-oil sectors of the economy. By identifying strengths and
weaknesses in resource utilization, policymakers can devise more effective strategies for
economic diversification. By examining the effects of natural resource rents on economic
growth, the government can better predict the long-term outcomes of its economic policies and



implement necessary corrective measures in a timely manner. Effective allocation of resource
rents to infrastructure projects and public services can improve living conditions, reduce
inequalities, and ultimately lead to sustainable economic growth. Investigating the impact of
natural resource rents on economic growth is of great importance for improving Iran's economic
situation. Using the findings of this research, policymakers can propose better strategies for
resource management, increased productivity, and sustainable growth. Therefore, the ultimate
effect of natural resources on economic growth remains uncertain and varies depending on the
type, structure, and manner of their utilization. Given this context, the primary objective of this
study was to investigate the effects of natural resource rents in major natural resource-exporting
countries (including 20 countries) over the period 2000-2022 using a quantile regression
approach.

Methodology:

In empirical econometric research, standard approaches (such as Ordinary Least Squares,
Instrumental Variables, and Generalized Method of Moments) are typically employed. These
methods explain the average effects of independent variables across the entire distribution of
the dependent variable. This approach was first introduced by Koenker and Bassett (1978) and
has since been developed in subsequent studies. Given this context, the present study will utilize
quantile regression to analyze the model.

Results and Discussion:

The findings of this study, based on fixed effects and quantile regression, revealed that natural
resource rents have a positive and significant impact on economic growth. Additionally,
according to the quantile regression results, in higher quantiles of economic growth rates, the
effects of natural resource rents on economic growth diminish. In other words, in countries with
higher economic growth, the impact of natural resource rents on economic growth is less
pronounced compared to countries with lower economic growth.

Conclusion:

The findings of this study carry significant policy implications. Natural resource rents can have
positive effects on economic growth by enhancing the index of economic freedom. When a
country has access to abundant natural resources, it can manage these resources more efficiently
and effectively. The revenues generated from rents can enable governments to strengthen
economic institutions and increase transparency. This can lead to reduced corruption and
improved governance, thereby enhancing economic freedom. With increased revenues from
rents, governments are also able to finance developmental programs that improve infrastructure
and public services.
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