
CLEAN TRADE
INVESTMENT TO LIFT THE RESOURCE CURSE

CONSULTATION BRIEF

The Resource Curse.  Authoritarian 
and failed resource-dependent 
states.
(Freedom House Index 2017)

The Resource Curse
Countries where major resource extraction began before democracy are at much higher risk for 
authoritarian rule, civil conflict and corruption. Russia, Iran, Iraq, Saudi Arabia, Syria, Libya, Sudan, 
the DRC and Zimbabwe are examples of resource-cursed countries.

The resource curse strikes oil, metal and gem exporting states, and oil exporters most severely. In 
marked contrast to other emerging economies, the major oil states are on average no freer, no richer, 
and no more peaceful today than they were even in 1980.

This brief explains the resource curse and requests consultation on investment strategies to fight it.



Might Makes Right
If armed robbers seize a 
petrol station down the 
street, they don’t get the 
legal right to sell us the 
petrol.  Yet all the states’ 
default legal rule for the 
resources of other countries 
is, ‘Whoever controls the 
resources by force can sell 
them to us.’  Coercion there 
creates property rights here: 
this is a violation of basic 
market principles.

The Archaic Rule of Effectiveness
The main driver of the resource curse is an anti-market rule 
in global trade left over from the days of the Atlantic slave 
trade. All countries today still make it legal to buy resources 
from whoever can control the extractive sites by force.

For example, when Muammar Gaddafi took over Libya in a 
coup in 1969, American law made it legal for Americans to 
buy Libya’s oil from him. And then when rebels took over 
some of the same wells in 2011, American law made it legal 
for Americans to buy Libya’s oil from the rebels.

Effectiveness, or ‘Might Makes Right’ is every state’s legal 
default for the resources of other states. Even if there are 
metals in your phone that were plundered at gunpoint by a 
militia in eastern Congo, for example, you still own every 
molecule of your phone free and clear under the property 
laws of your country.
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AUTHORITARIANS ARE GETTING MORE OIL-POWERED
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WAR IS GETTING MORE OIL-POWERED

Authoritarians are getting 
more oil-powered.  

For the past five decades, the 
percentage of authoritarian 
states that are oil producers 
has been on the rise.

Percentage of autocrats who are 
petrocrats, over time.

War is getting more oil-
powered.

For the past two decades, 
oil-producing countries had 
more civil wars and a growing 
percentage of all civil wars.
   
Ongoing civil wars in oil-producing states 
as a percentage of total ongoing civil 
wars, over time.



Popular Resource Sovereignty
A country’s resources belong to the people. Politicians worldwide already publicly 
affirm this principle. Its language is already enshrined in major treaties ratified 
by nearly every country (US, China, India, EU, etc.), covering 98% of the world’s 
population. 

The principle is entirely compatible with resource privatization. It only requires 
that the government is accountable to citizens if resources are privatized.

The test for Popular Resource Sovereignty is bare-minimum civil liberties and 
political rights. Can citizens learn about and effectively protest what’s happening 
with their country’s resources without fearing for their lives or freedom?

Effectiveness Drives the Resource Curse
‘Might Makes Right’ forces consumers into business with repressive and violent actors abroad. In 2014, 
for example, the average American household paid $250 to authoritarians and armed groups, just by 
buying petrol. The money that consumers spend on resources helps authoritarians to stay in power 
(Russia, Saudi Arabia, Zimbabwe), and incentivizes armed conflict over the extractive sites (Syria, 
Libya, DRC).

The resource curse strikes because Effectiveness turns coercive control over resources into unaccountable 
power. Resources generate large revenues. This money comes with no strings attached, it never has to 
be paid back, and authoritarians and armed groups use it to escape public accountability. The opaque 
nature of resource deals also facilitates large-scale corruption. 

Because coercive control over resources yields unaccountable power, resource-cursed countries 
have been major sources of global political and economic instability. This can be seen in the map of 
resource-cursed states above.

The Modern Rule for Resource Trade
Instead of ‘Might Makes Right,’ the basis of modern trade should be that a country’s resources belong 
to its people. On this principle, a government should be accountable to its citizens when the country’s 
resources are sold to foreigners or privatized. This is the principle of Popular Resource Sovereignty.



Legitimizing the Natural Resource Trade
Foreign investment in oil and mining can enrich repressive, violent and corrupt actors, and thwart 
public accountability over the country’s resources. It can sustain this situation over decades.  We are 
looking to refine an approach to allow investors to initiate changes to this vicious circle of brutality.

Specifically, we ask for consultation on the following matters: 

Country Ratings: Using independent metrics of public accountability (such as those from Freedom 
House) to group countries into five categories: 

No go for onshore oil and for state owned companies.  Otherwise Invest and Expain: Azerbaijan, Bahrain, 
Central African Republic, Equatorial Guinea, Eritrea, Ethiopia, Laos, Libya, North Korea, Saudi Arabia, Somalia, South 
Sudan, Sudan, Syria, Tajikistan, Turkmenistan, Uzbekistan, Yemen.

No go for onshore oil.  Otherwise Invest and Explain: Belarus, Burundi, Chad, China, Democratic Republic of 
Congo (Kinshasa), Cuba, Gambia, Iran,  Russia, Swaziland, United Arab Emirates, Vietnam.

Invest and Explain: Afghanistan, Algeria, Angola, Brunei, Cambodia, Cameroon, Republic of Congo (Brazzaville), 
Djibouti, Egypt, Gabon, Iraq, Kazakhstan, Mauritania, Oman, Qatar, Rwanda, Thailand, Uganda, Venezuela, Zimbabwe.

Check: Can citizens learn about and effectively protest the investment without fearing for their lives  or 
freedom? Albania, Armenia, Bangladesh, Bhutan, Bolivia, Bosnia & Herzegovina, Burkina Faso, Colombia, Comoros, 
Ivory Coast, Dominican Republic, Ecuador, Estonia, Fiji, Georgia, Guatemala, Guinea, Guinea-Bissau, Haiti, Honduras, 
Indonesia, Jordan, Kenya, Kosovo, Kuwait, Kyrgyzstan, Lebanon, Lesotho, Liberia, Macedonia, Madagascar, Malawi, 
Malaysia, Maldives, Mali, Mexico, Moldova, Montenegro, Morocco, Mozambique, Myanmar, Nepal, Nicaragua, Niger, 
Nigeria, Pakistan, Papua New Guinea, Paraguay, Philippines, Seychelles, Sierra Leone, Singapore, Sri Lanka, Tanzania, 
Timor-Leste, Togo, Turkey, Ukraine, Zambia.

Green Light for Investment: all remaining countries.

Company Ratings: Informing investment decisions with a bespoke rating of extractive firms that 
shows which firms are doing of their business with accountable governments.

Supporting Reforms: Encouraging investors to endorse initiatives that support public accountability 
in exporting countries (such as the Extractive Industries Transparency Initiative).

www.cleantrade.org | Contact: Leif Wenar, PhD | CleanTradeOrg@gmail.com

Long Term Vision
300 years ago, Effectiveness was the dominant rule in international law. This principle legalized 
the slave trade, colonial rule and Apartheid. After campaigns of historic importance, these are 
now violations of international law.

The international trade in natural resources is one of very few areas in which Effectiveness 
remains the dominant legal principle.  This is why  natural resource wealth all too often becomes  
a curse.  It is why the West inadvertently funds some of the most brutal tyrannies and armed 
groups in the world.  This is a blind spot of huge proportions.  

When resource cursed countries become a threat, the response from the West over recent decades 
has been to seek regime change.  This policy has been disastrous and is largely discredited.  It 
doesn’t deal with the underlying problem.

A different solution is needed, based on a better analysis of the problem.  In post-war intern-
ational relations Legitimacy has superceded Effectiveness as the dominant principle.  The same 
progress is now needed in natural resources.  This is what Clean Trade aims to do.


