UDC 338.001.36
S. V. Doroshenko, A. G. Shelomentsev, N. V. Sirotkina, B. D. Khusainov

PARADOXES OF THE «NATURAL RESOURCE CURSE» REGIONAL
DEVELOPMENT IN THE POST-SOVIET SPACE'

The article presents the results of the study, which purpose was to test the hypotheses reflecting the inter-
action of the development of the commodity sector with the socio-economic dynamics. The regional compar-
ative studies and concepts reflecting different views on the relationship of the commodity sector and national
development were the methodological basis. The 15 former Soviet republics, united among themselves in four
regions: countries with rich natural resources; the country is not rich with natural resources; new EU coun-
tries and Russia — were the object of the study. In the context of the selected groups, the key macroeconomic
indicators, human and institutional developments were analyzed in comparison. In the conclusion, the au-
thors believe that today, countries having a rich natural resource potential, have the problem of the choice of
the natural resources rational using model. While the country is in a state of search, it is very difficult to say
clearly about the influence of the raw materials sector on economic development.
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Relevance and methodological features of
regional comparative studies of post-soviet
countries

The importance and relevance of comparative
studies does not decrease over time, since it is the
comparative method that is recognized as one
of the most effective research techniques allow-
ing not only to analyze a wide and diverse range
of data, but also to study phenomena of systemic
nature, for example, for evaluation of commodi-
ties sector integration into national economies.
It’s been all the more perceivable in the recent
years that natural resources availability in coun-
tries and regions is becoming, on the one hand,
the most important geopolitical factor of their so-
cio-economic development and positioning in the
global competitive environment and, on the other
hand, a source of military and political risks and
threats.

However, it should be understood that apart
from providing additional advantages, the com-
parative analysis also imposes significant restric-
tions on the findings, since the correctness of the
results obtained from comparison of different ob-
jects is determined not so much by their dimen-
sional similarity, but above all, by their institu-
tional development imperatives that are not al-
ways taken into account.

Thus, the USSR collapse in the last month of
1991 and the emerging of 15 independent states
led in most cases to the fact that these countries
were automatically added to the common list of
existing states and they are now considered as
equivalent to other states for the purposes of to-
day’s cross-country comparisons. This quantita-
tive approach also provokes a further mechan-
ical projection on soviet countries of «resource
curse» concepts and their inclusion into catego-
ries of commodities producing and non- commod-
ities producing.

It is often omitted that most of these coun-
tries have never had an independent experience
in nation-building and management in the first
place. Most of them are in fact new state entities
on the world map. The known patterns of insti-
tutional development can not be formally pro-
jected onto the socio-political and economic pro-
cesses taking place in the newly emerged post-so-
viet countries in view of the fact that the forma-
tion of their basic institutions is still ongoing. In
our opinion, it is incorrect to formally compare the
countries currently experiencing different stages
of national development, for example, the coun-
tries with centuries-old history with those un-
dergoing a state-building process in the last 20
years. Therefore, trends and results of the «young»
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post-soviet countries development are quite com-
parable. Whereas comparisons with other coun-
tries of Europe, America, Southeast Asia, in our
opinion, require an introduction of «correction
coefficients» reflecting their national and cultural
features, actual development of public institutions
and multidirectional effect of various factors.
Secondly, the fact of acquiring a formal sta-
tus of independent states by the former USSR re-
gions did not predetermine their choice of insti-
tutional development within a 20-year period. In
this way, the «choice» made by these countries in
the early 1990s essentially boiled down to a sharp
rejection of the previously set trajectory, and, in
terms of perspectives, to sort of imposed image of
the future. As a result, most of these countries are
still at a stage of permanent search for their own
place, which is often replaced with the «national
idea» myth. In such circumstances the role of a de-
veloped commodities sector of a country’s econ-
omy can not be uniquely determined in terms of
a «curse» or a «blessing», even if certain facts ob-
tainable in varying periods provide for unambig-
uous assessments. Finally, in historical terms, the
USSR never belonged to the group of commodi-
ties-producing countries, as it traditionally main-
tained a developed manufacturing industry.
Under these circumstances, we assume, it is
methodologically correct to compare the post-so-
viet countries in terms of their development by ap-
plying a method of grouping regions according to
certain criteria, including the availability of natu-
ral resources. Only the results obtained in such a
manner should be correlated with the ideas of nat-
ural factor’s influence; such ideas, in their turn,
have undergone significant changes over the re-
cent decades and this circumstance also needs to
be considered at comparative studies performance.

Evolution of ideas of natural resources
influence

The relationship of national economy sustain-
able socio-economic development to the natural
resources availability in the country continues to
be the subject of heated debates in recent decades.
Historically, the ideas about the «commodities re-
lated growth» nature have undergone significant
changes since the beginning of XX century.

The evolution of ideas about the role of natu-
ral resources in international development can be
conditionally divided into three stages:

— before 1970s ideas of natural resources
as a source of national economic growth were
dominant;

— 1970-2000, idea of resources as a «national
curse» prevailed;
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— first half of the 2000s up to the present day,
period of «ambiguous assessments» of the role
played by natural resources in economies of var-
ious countries and regions.

The following is a brief representation of how
the ideas of natural factor role evolved throughout
each of the abovementioned stages. Until the mid-
dle of XX century natural resources were predom-
inantly positively seen as a source of economic
growth for national economies. The monograph
by G.A. Innis published in 1930 is often referred
to as a confirmation to this thesis [26]. Some mod-
ern scholars believe that it were commodities re-
sources, coal as an energy source first of all to have
become one of the main driving forces behind the
industrial revolution [28, 35]. In general, the com-
modities related theory of growth supporters used
the studies of various countries as a basis for ar-
guing that economic growth in less developed re-
gions normally begins with an increase in business
activities in natural resources development realm
followed by transfer of capitals obtained from the
commodities sector into development of local in-
frastructure, service and manufacturing industries
[26, 39, 41].

The oil bonanza in the early 1970s led to nu-
merous studies and publications which described
predatory exploitation of natural resources, strat-
ification of society and huge debts as the results
of resources abundance. As a result, a change of
the dominant paradigm occurred. The process of
change was initiated with the studies carried out
by order of the Club of Rome in 1971-1990[10, 12,
16, 33, 34].

In 1982 W. Max Corden and J]. Peter Neary pro-
posed the «dutch disease» model [23], according to
which the growth in commodities sector is accom-
panied by a gradual degradation in manufacturing
industries, i.e. a «direct deindustrialization» takes
place. At the same time, the high incomes of those
engaged as workers in the commodities sector foster
consumption and hence the demand for non-trad-
able goods and services, which causes an increase
in prices for such goods and services and labor re-
sources flows away from industry into non-tradable
sector (services). Industry, in this way, faces the ef-
fect of «indirect deindustrialization,» which is fur-
ther enhanced with the growth of real national cur-
rency exchange rate and an increase in the prices of
the goods imported into the country due to reduc-
tion of its national production.

In general, a large number of publications ap-
peared in the 1980s that analyze the relationship
between natural resources availability and eco-
nomic development of the country. It was during
this period that ideas of natural resources being

rather a negative factor for the national economy
than an advantage began to emerge. As a result, in
the 1990s most researchers came to a practically
unanimous opinion that a phenomenon, which
later became known as «resource curse», did exist.
The concept of «resource curse» was first intro-
duced by Richard Auty in 1993 to describe strat-
ification in living standards among populations
in rich oil-exporting countries. [20] Over the sub-
sequent years researches were conducted in rela-
tion to this idea. Sachs and Warner’s «Natural re-
sources abundance and economic growth» [37] is
considered to be one of the earliest most influen-
tial economic works on natural resources.

Several concepts that appeared later prove the
negative relationship between mineral resources
availability and economic growth. P. Kaznacheev
divided these concepts into two groups based on
various channels through which resource depend-
ence impedes economic growth [6]. The first group
of concepts focuses on economic channels. It in-
cludes, in particular, the works of economists who
study the effects of «dutch disease» [25, 32, 42].
The second group emerged in 2000s, when a num-
ber of authors, while remaining within the con-
cept of economic channels, initiate studies to as-
sess the negative impact of commodities prices
volatility on growth and development [21, 30,
43]. But generally during this period opinions re-
garding the «resource curse» existence remained
unanimous.

However, since the early 2000s, the hypoth-
esis of «resource curse» existence began to be
questioned. First of all, the time period cho-
sen for studying by Sachs and Warner was criti-
cized, as this period was marked with a significant
drop in commodities prices which began in 1980
and lasted for 20 years. The oil prices boom of the
1970s led the governments of exporting countries
to provide unreasoned loans for minerals, causing
excessive debts to appear which impeded further
growth. With these factors taken into account, no
«resource curse» is observed [31].

In addition, a number of economists ques-
tioned the attempt itself to assess the impact of
natural resources on economic development.
Some of them set forth an idea, that it was not the
natural resources factor to provide an impact, but
its relationships to certain parameters of national
development. [29] Others studied the data relat-
ing to longer periods of time and either did not
show observe such a relationship [38], or thought
it was barely significant or found it to be a posi-
tive one [36].

These studies served to originate an approach
that considers institutional flaws to be the main
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factor hindering growth in natural resources-rich
countries. Two concepts can be found within the
institutional approach itself. The first concept is
rooted in the «resource curse» hypothesis and then
transforms into «institutional curse.» According
to its supporters, the natural resources abundance
causes degradation of institutions and corrup-
tion within the ruling elite, which in turn trans-
lates into negative consequences for growth and
development. The second concept is also institu-
tions emphasized, but the cause-and-effect rela-
tionship is formulated in the opposite way: nat-
ural resources-rich countries are not doomed to
have institutional flaws, but on the contrary, the
very weakness of the institutions serves as a brake
to its growth [6].

However, it should be noted that the hypoth-
esis centered on resource abundance impacting
growth through the quality of institutions is sub-
ject to the same criticism as the hypothesis of the
«resource curse». The point is that any arguments,
whether in favor or against, are based on a com-
bination of two elements: performance indicators
(those most often used are share of exports in GDP,
production or reserve of resources) and periods of
time to which data about certain indicators refer
(in other words, the choice of reference measure-
ment points). Various combinations may lead to
fundamentally different results of research.

According to V. Polterovich, V.Popov and
A. Tonis, however, «if no significant relationship
between resource abundance and quality of insti-
tutions is found in linear regressions, it does not
mean that such a relationship does not exist at all.
Considering examples of many countries, there are
grounds to assume that a non-linear relationship
does exist, i.e. below a certain threshold of insti-
tutional development the resource abundance will
degrade the quality of institutions, whereas above
that level it will not have a significant effect» [15].
The authors support their findings with calcula-
tions results obtained by different researchers
within given econometric models.

In general, the relationship between natural
resource abundance and poor economic devel-
opment of a country was analyzed in numerous
works written in Russia [2, 4, 5, 9, 13] and abroad
[17, 22].

In addition, it should be noted that the view
of mineral resources role in national econo-
mies is significantly influenced by geopolitical
and geo-economic considerations. For example,
in the early 1990s the geo-economic ideas to in-
ternationalize all kinds of natural resources were
spreading in the CIS countries, with such inter-
nationalization intended to provide Russia with

OKOHOMMUKA PETMOHA N24 (2014)

possibilities to form a world level income on fa-
vorable terms [8]. The most important supporters
of this idea in Russia are the following research-
ers: E.G. Kochetov, V.N. Knyaghinin, Y.G. Lipets,
I.1. Lukashuk, M. A. Pivovarova, E.V. Sapir, V.V. So-
kolov, Y.S. Khromov, Y.V. Shishkov, P.G. Shched-
rovitskiy, etc.

In this way, as experience shows, the influence
of mineral resources sector on national economy
is complex and multidimensional, therefore it can
be described by formal relationships or subject to
unambiguous estimates in terms of resourse curse
[7, 14], dutch desease [18], etc. only convention-
ally. That is why, despite the large number of pub-
lications on various features of commodities econ-
omy models, such as income fluctuations due to
changes in world raw materials markets, poor in-
dustrial diversification, stratification of society in
terms of living standards [19], excessive borrow-
ing, corruption [24], etc. a unanimous view on the
nature of commodities sector impact on a state’s
economic development has not yet been articu-
lated. At the same time a conventional belief that
extraction of commodities mineral materials is
meant for developing countries only is still being
reproduced. However, the following six countries:
Australia, China, USA, Russia, Canada and South
African Republic account for over half (by cost) of
the mineral resources extracted in the world. Most
of these countries achieved a high level of devel-
opment by intensifying extraction and refining of
their own natural resources [11].

In this article the authors make an attempt at
verifying the supposition that the commodities
sector influence is determined by mechanisms
of its integration into a national economy. The
newly emerged post-soviet states were chosen
as objects of study to verify the abovementioned
supposition.

Methodical suppositions for assessing
integration of commodities sector into
national economy

The aim of this study is to assess the integra-
tion of commodities sector into national econ-
omy and its contribution to social development.
The authors suggest the following three criteria
should be used to carry out such an assessment:
commodities sector influence on macroeconomic
indicators; social implication of the commodi-
ties sector development (contribution to the pop-
ulation’s quality of life); influence on the index of
public institutions development.

The commodities sector is influence is as-
sessed in terms of absolute, relative and dynamic
indicators, as well as by means of ratings com-
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Table 1
Indicators of natural resources availability in the former republics of USSR and commodities sector share in national
economies’
Commodities Gross added value by industries Natural resources per
exports, share in total | Agriculture, hunting | Minerals miningand | capita, US dollars
exports of goods, % and forestry, % quarrying,% (in 2005 fixed prices)
Eurasian countries with rich natural resources
Russia 75.2 4.0 9.9 31317
Kazakhstan 83.1 62.2 18.1 23916
Turkmenistan 81.6 — — 37 866
Azerbaijan 96.6 59 48.9 11 684
Uzbekistan 334 — — 7 652
Ukraine 21.5 8.3 6.6 6899
Eurasian countries without rich natural resources
Armenia 33.0 18.8 2.8 3139
Belorussia 22.8 10.2 04 5972
Georgia 57.4 8.3 1.0 3334
the Kyrgyz Republic 10.2 18.8 0.7 2992
Moldavia 3.8 14.1 0.4 4148
Tajikistan 59.2 21.8 0.0 1762
New EU members

Latvia 20.8 4.1 0.5 7 346
Lithuania 32.1 4.2 0.4 6014
Estonia 12.9 33 1.4 16 221

"2010-2011 data as published in World BanK’s 2014 report [3].

parison. To ensure comparability and objectivity
of the results, most of the analyzed indicators are
obtained from a single source, World Data Atlas
(http://knoema.ru/atlas), which contains data
from the World Bank reports, as well as those of
various international organizations and rating
agencies.

The timeframe for economic analysis was the
period since 2000, which is described by a number
of researchers as a period of «post-communist for-
mation completion» [1]. In addition, this period of
time is of particular interest due to stabilization of
socio-economic processes taking place in in 2000-
2014 in the former Soviet Union countries. It can
be described as an «endurance test» for the insti-
tutions created in the 1990s, since there was a cer-
tain change in the previously chosen course in
many countries.

The study is based on three hypotheses that re-
semble the relationships between the commodi-
ties sector and the socio-economic dynamics of
the country: the positive socio-economic dynam-
ics characterized by macroeconomic indicators of
the countries is due to the commodities sector sig-
nificant contribution; commodities sector of the
former Soviet Union countries creates the condi-
tions for maintaining the quality of life of the pop-
ulation; the dominant resource sector hinders the
development of public institutions.

The method of regions grouping is applied for
analysis purposes and includes the following ba-
sic points.

According to a World Bank’s study, the former
soviet republics are divided into three groups based
on natural resources availability and membership
in the EU [3]: Eurasian countries rich in natural
resources (Azerbaijan, Kazakhstan, the Russian
Federation, Turkmenistan, Ukraine, Uzbekistan);
Eurasian countries that do not have rich natural
resources (Armenia, Belorussia, Georgia, tje Kyrgyz
Republic, Moldova, Tajikistan); new EU member
states, including Lithuania, Latvia, Estonia.

The data referring to natural resources availa-
bility in these countries and the commodities sec-
tor role in respective national economies are pre-
sented in Table 1.

According to the table, Latvia, Lithuania and
Estonia are countries that do not have rich nat-
ural resources. At the same time, we believe that
Russia can be singled out from the common list of
countries with abundant natural resources for the
purpose of subsequent comparison of its develop-
ment trends with other groups of countries.

Thus, further analysis was carried out based on
four groups of post-soviet countries: natural re-
sources-rich countries (hereinafter referred to as
the «commodities-producing countries»); coun-
tries that do not have rich natural resources («non
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Fig. 1. Average GDP per capita dynamics (in 2005 fixed prices, US dollars) in post-soviet countries

commodities-producing countries»); the new EU
member countries and Russia.

Analysis of macroeconomic indicators
of development

The relationships between general trends de-
velopment of the four selected groups of post-so-
viet countries and their commodities sector di-
mensions have been identified based on analyz-
ing five macroeconomic indicators: GDP, national
debt, direct foreign investments, unemployment
level, gross added value.

In 2012 the average GDP per capita (in 2005
fixed prices, US dollars) in commodities-produc-
ing countries was more than 2.3 higher than that
of non commodities-producing countries, but 2.4
lower than in Russia and 2.9 times lower than in
the new EU member countries (Fig. 1).

This indicator significantly increased in all
countries in 2000-2012, but the largest increase,
2.3 times, was observed in commodities-produc-
ing group of countries, compared to 2.1 for non
commodities-producing group, 1.8 for new EU
member countries and 1.76 for Russia.

The global financial crisis of 2008 influenced
the dynamics of this indicator in many ways. Its
least effect was on commodities-producing coun-
tries, where the average GDP for the group in 2009
remained almost the same as in 2008. The largest
decline, by 15 %, occurred in the new EU member
countries and in Russia, by 8 %.

Thus, the overall gap in average GDP per cap-
ita for the period of 2000-2012 between commod-
ities-producing CIS countries and new EU mem-
ber states had a steady trend of gradual reduction
from 4.5 to 3.5. Whereas the gap to non commod-
ities-producing countries was gradually increas-
ing from 2.1 to 2.3. This trend is also seen in the
average annual growth of GDP per capita. In the

OKOHOMMUKA PETMOHA N24 (2014)

studied period the indicator equals 5.8 % for the
group of commodities-producing countries, com-
pared to 2.6 % of the new EU member states, 3.7 %
for Russia and 4.0 % for non commodities-produc-
ing countries.

Data on national debt share in GDP obtained
from the World Bank cover 2000-2013. In 2013
the average value of national debt in commodi-
ties-producing countries amounted to 19.5 % of
GDP, which is 1.8 times lower than in non com-
modities-producing countries and 1.4 times lower
than in the new EU member countries. Russia’s
13.4 % was the lowest of all (Fig.2).

In general, 2000-2013 were marked by a signif-
icant reduction in national debt share in GDP of
averagely 37 % in commodities-producing coun-
tries up to 78 % in Russia. The only exception was
the new EU member countries where this indica-
tor doubled.

The global financial crisis of 2008 led to 1.4-
1.8 increase in this indicator in 2009 compared to
2008 in all groups of countries. The new EU mem-
ber countries showed maximum growth.

In general, trends of opposing nature were ob-
served in this indicator during the studied period,
with that of the new EU member countries be-
ing very different from those of the other groups.
It should be noted that the post-crisis dynamics
in Russia and commodities-producing countries
was characterized by a slight but steady increase
in this indicator. At the same the new EU member
countries and non commodities-producing coun-
tries showed a generally decreasing trend with
slight annual fluctuations.

In 2012 the share of average net flow of foreign
direct investments in GDP was 6.2 % for commod-
ities-producing countries, that is 1.5 times higher
than for the new EU member countries and 1.6
times higher than for non commodities-produc-
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Fig. 3. Net flow of foreign direct investments in post-soviet countries, % share in GDP

ing countries. Russia’s 2.5 % was the lowest of all
(Fig. 3).

In 2012, as compared to 2000, there was 1.9-
2.5 times increase in the share of net flow of for-
eign direct investments in GDP in Russia and com-
modities-producing countries, whereas the new
EU member countries demonstrated a decline
of nearly 20 %, the indicator in non commodi-
ties-producing countries remained the same.

The global financial crisis largely affected the
flow of foreign investments to the new EU member
countries and non commodities-producing coun-
tries causing a 1.8-1.9 times drop. At the same

time the indicator for commodities-producing
countries did not decrease that much, it either re-
mained at the same level or increased significantly
(e.g. in Turkmenistan).

However, the 2.5-3 times fluctuations of the
index for all groups of countries during the stud-
ied period should be noted, which indicates there
is no direct relationship with the commodities
sector dimensions. In our opinion, the volatil-
ity of this indicator is largely affected by political
factors.

Data on unemployment levels obtained from
the World Bank cover 2000-2013. In 2013 the
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Fig. 5. Share of manufacturing in gross added value, %

highest unemployment rates 10.8 % and 9.4 %
were observed in the new EU member countries
and non commodities-producing groups of coun-
tries respectively, while in Russia and the non
commodities-producing countries it remained at
approximately the same level 5.5-6.2 % (Fig. 4).
All'in all, a general downward trend in the aver-
age unemployment rate was observed for all groups
in 2000-2013 which amounted to 10 % in non
commodities-producing countries and up to 50 %
in Russia and commodities-producing countries.
It should be noted that during the studied pe-
riod the new EU member countries and non com-
modities-producing countries were characterized
by almost twice higher unemployment level than
that of non commodities-producing countries.
The global financial crisis of 2008 led to an in-
crease in this indicator in all groups of countries;
its value in 2009 as compared to 2008 grew most
in the new EU member countries (2.3 times), while
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the other groups of countries demonstrated a 10-
30 % increase.

The study also analyzes the relationship be-
tween the commodities sector dimensions, on the
one hand, and the sectoral structure of national
economies and their dynamics, on the other hand.
The structure and gross added value growth rates
in manufacturing industry were chosen as indica-
tors for the purposes of analysis.

In 2012 the average share of manufacturing
in the structure of commodities-producing coun-
tries’ economies amounted to 18.4 %. The new
EU member countries and non commodities-pro-
ducing countries had almost identical indicators
16.4-16.9 %. In the studied period the share of
manufacturing in the new EU member countries
and commodities-producing countries remained
unchanged, while non commodities-producing
countries and Russia showed a significant reduc-
tion by 25 % and 32 % respectively (Fig. 5).
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The financial crisis of 2008 had the greatest
impact on this indicator in Russia, reducing it by
3 %, while in the other groups of countries the av-
erage drop amounted to 0.5-0.8 %. It should be
noted that by 2012 the non commodities-produc-
ing countries and the new EU member countries
reached and exceeded the pre-crisis level in their
indicators, whereas anything similar has not yet
been observed in Russia and in the group of com-
modities-producing countries.

The analysis shows there is a decrease in the
average annual growth rates of manufacturing in-
dustry in all groups of countries, but this process
in Russia and the commodities-producing coun-
tries is much slower.

As innovative quality of national industry de-
velopment can be characterized by such an indi-
cator as export of high-tech products, the share of
high-tech products in total exports of industrial
goods was chosen for analysis. Due to unavaila-
bility of data, Kazakhstan, Ukraine and Azerbaijan
were included into the group of commodities-pro-
ducing countries and showed the maximum growth
of this indicator 4.5 % to 14.5 % in 2000-2012. The
non commodities-producing countries demon-
strated a more than 2 times reduction in the indi-
cator in the same period. Among the new EU mem-
ber countries, Latvia’s and Lithuania’s indicators
doubled, while Estonia showed a 3 times drop.

Analysis of human development indexes

The following indicators were obtained from
the reports of the World Bank and the UN and used
to analyze the relationship between the commod-
ities sector development in post-soviet countries
and the population’s quality of life: human devel-
opment index, education index, total spending on
health care. These indexes characterize various
aspects of human development.

In 2012 the highest human development in-
dexes belonged to the new EU member states

group and Russia, 0.83 and 0.79 respectively.
The non commodities-producing and commodi-
ties-producing countries had similar values 0.70-
0.71.In 2000-2012 a steady increase in all groups
of countries was observed, that of the non com-
modities-producing countries group and Russia
being the highest. In addition, it can be noted that
the gap between the average values showed by
groups of countries tends to reduce.

In 2012 the highest education index of 8.32
was traditionally observed in the new EU mem-
ber countries that are not global leaders in any in-
dustry, and the lowest 5.79 in the non commodi-
ties-producing group of countries. This situation
has been persisting over the recent decade.

The data published by the World Bank in 2012
[38] on the share of education expenditure in GDP
for the period of 2006-2010 partly contradict the
average values of education index among groups
of countries: the highest index 5.7 % was observed
in the new EU member countries and the lowest
3,9-4,1 % in the commodities-producing coun-
tries and Russia. The situation in health care is
similar (Fig. 6).

However, it should be noted that, considering
the substantial differences in GDP per capita in
groups of the studied countries the comparative
assessments change. The new EU member coun-
tries retained the leading position, Russia moved
from third to second and non commodities-pro-
ducing countries became the third.

Institutional development analysis

The institutional development was assessed by
the authors based on the 2013-2014 World Bank
indexes of corruption perceptions, business envi-
ronment, innovation development and economic
freedom (Table 2).

In our opinion, the corruption perception in a
given country has to do with its national and cul-
tural features rather than the dimensions of the
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Table 2

Ratings showing institutional development of post-soviet countries

Country Rating of corruption | Rating of business | Innovationsindex, | Economic freedom
perception, 2013 environment, 2014 2012 index, 2014
Commodities-producing countries
Turkmenistan 168 No data available No data available 42.2
Uzbekistan 168 146 3.13 46.5
Kazakhstan 140 50 3.97 63.7
Azerbaijan 127 70 4.01 61.3
Ukraine 144 112 5.76 49.3
Russian Federation 127 92 6.93 51.9
Non commodities-producing countries
Armenia 94 37 4.21 68.9
Georgia 55 8 5.15 72.6
Tajikistan 154 143 2.18 52.0
Belorussia 123 63 5.70 50.1
Moldavia 102 78 4.16 57.3
the Kyrgyz Republic 150 68 3.12 61.1
New EU member countries
Lithuania 43 17 6.82 73.0
Estonia 28 22 7.75 75.9
Latvia 49 24 6.56 68.7

commodities sector. In 2013 the worst indica-
tors were observed in four countries of Central
Asia (Tajikistan, Turkmenistan, Kyrgyzstan,
Uzbekistan) and the best indicators in seven
European countries (Lithuania, Estonia, Latvia,
Georgia, Armenia, Belorussia, Moldova). The indi-
cators of Russia, Ukraine, Kazakhstan, Azerbaijan
were in the middle of the list.

Analysis of business environment in 2014
showed that three of the new EU member coun-
tries, Kazakhstan and non commodities-produc-
ing countries Georgia and Armenia are among
the top 50 countries. Azerbaijan, Russia and three
countries from the non commodities-produc-
ing group of countries (Belorussia, Moldova and
Kyrgyzstan) are among positions 51 through 100.
The countries considered to have the most diffi-
cult business environment are Tajikistan and two
commodities-producing countries (Uzbekistan,
Ukraine).

Innovation development analysis shows that
the countries differ rather in terms of geograph-
ical location than in commodities production.
Thus, in 2012 the highest indexes (the top six)
were shown by the European countries, followed
by countries of the Caucasus and Transcaucasia,
and the countries of Central and Central Asia were
to close the list.

The highest positions in the Economic Freedom
Index in 2014 are traditionally held by the new
EU member countries, as well as Georgia and
Armenia; countries of the commodities-produc-
ing group Ukraine, Uzbekistan and Turkmenistan
close the list.
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Thus, the analysis shows there hardly is a di-
rect relationship between the commodities sec-
tor dimensions and institutional development of
a country. Moreover, in our opinion, it is the na-
tional and cultural features and the general so-
cio-economic development of a given country to
be the dominant factor.

Conclusions

As the performed study showed, the tradi-
tional (institutional) approaches describing rela-
tionships between availability and dimensions of
the commodities sector, on the one hand, and eco-
nomic development of those countries where pub-
lic institutions are still being formed, on the other
hand, can hardly be applied without appropriate
restrictions. In this way, there are no evident re-
lationships between institutions development and
rates at which macroeconomic indicators change.
In addition, a well-developed commodities sector
does not restrict innovation implementation and
manufacturing industry development. Moreover,
if there are several commodities industries availa-
ble, the State is able to allocate extensive funding
for health care and education.

Analysis revealed the following relationships
between the commodities sector and economic
development of the studied post-soviet countries,
which can be assessed in terms of level, rates and
quality of changes.

Economic development level and rates are
largely determined, on the one hand, by the indus-
trial potential available in these countries at the
time of their emergence with the rate of its subse-
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quent degradation, and, on the other hand, by the
rates of commodities sector compensating devel-
opment (if there was any). The quality of changes
consisting of manufacturing sector growth, in-
novation implementation and amounts of fund-
ing allocated to health care and education is de-
termined by available sources, mainly natural re-
sources for the commodities-producing group of
countries or government borrowings for the new
EU member countries.

Countries with immature public institutions
are subject to high risks which largely limit their
access to financial resources through borrowings
thus constraining their further growth. Initial
conditions, such as national and cultural features,
geopolitical position and level of economic devel-
opment determine the rates and nature of institu-
tional changes to a much greater extent than the
availability of natural resources does.

Rates of economic development (macroeco-
nomic indicators) are largely determined by finan-
cial sources, obtainable through either the natu-
ral resources development observed in commod-
ities-producing countries or borrowing as in the
case of the new EU member countries. A deficit of
such sources leads to a «slowdown» in socio-eco-
nomic development. Unavailability of proper
sources of development and subsequent extended
borrowings increase volatility of socio-economic
development indicators.

Interestingly, comparing the dynamics (rates)
of development of non commodities-producing
and the new EU member countries allows to ob-
serve the convergence effect. Differences between
these groups of countries are largely determined
by their access to borrowed funds; this is illus-
trated by their national debt amounts which are
typically high for the new EU member countries.
The gap emerged in the 1990s is being gradually
reduced; as the public institutions continue to de-
velop and investment attractiveness of non com-
modities-producing countries keeps increasing,
the convergence process might speed up.

The 2008 crisis affected the macroeconomic dy-
namics of the studied countries in different ways.
In this context the natural resources simultane-
ously perform both stabilizing and constraining
functions: on the one hand, countries with a more
developed commodities sector demonstrated a
slighter decrease; on the other hand, the rates of
their economic recovery were relatively slower
than those of non commodities-producing coun-
tries, especially of the new EU member countries.

In conclusion we would like to note that the
distinctive feature of this study is its object rep-
resented by the countries generally characterized
by an early stage of public institutions formation
which involves searching for an appropriate way
to effectively involve natural resources in their
economic activity. Today the countries having
rich natural resources face, first of all, the prob-
lem of choosing an appropriate model for rational
use of such natural resources. The options vary
from applying an exact copy of a model used by
other highly developed countries up to develop-
ing a model of their own based on economic, na-
tional, cultural and other features of a given coun-
try. While a country is in its quest for a solution,
it is very difficult to draw a univocal conclusion
about how the commodities sector influences eco-
nomic development.

In addition, it should be noted that the evolu-
tion of ideas about the role of natural resources
in economies of countries is still ongoing. As ex-
perience shows, the role of natural resources in
a given country is determined by a wide range of
factors including the following: stage of a coun-
try’s economic development, development of the
institute of rights for mining and the mined prod-
uct, principles of allocation of financial funds ob-
tained from natural resources usage, the ratio of
domestic consumption of raw materials to those
extracted for export, as well as degrees of their
processing, the degree of a country’s commodities
sector and national economy participation in the
global integration processes, etc.

The study is conducted within a scope of the Russian Humanitarian Science Foundation grant No.13-02-00120 «Evaluation of
public policy of mineral resources sector innovative development.»
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