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Extended Abstract

This article investigated trade-off between human and natural resources emphasizing on
education. Some studies have argued that resource-rich countries are exposed to relying
on natural resources and neglecting human resources. So that emphasizing on education
as a tool of investing in human resources was declined. Ratio of the share of resources rent
to the share of taxes was introduced as representative of political economy of natural
resources. This variable controlled effects of changing the natural resources rent
management. International tests scores (TIMSS, PIRLS and PISA) were considered as
education quality measure. A panel data model with fixed effects approach was applied as
econometric method at the estimating of education production function‘s parameters.
The findings revealed that effects of political economy of natural resources were
significant and then education quality diminished while share of natural resources rent at
the government revenues increased. In most cases estimated coefficients for the variable of
the share of resources rent to the share of taxes’ ratio were robust and negative effect of
reducing the dependence of the economy on resources rent on the quality of education
was confirmed.

Keywords: education, education quality, natural resources rent, rent management

1. PhD Candidate of Economics, Aras International Campus, University of Tehran, Julfa, Iran
P4 majidramezani@ut.ac.ir

2. Professor of Economics, Department of Theoretical Economics, Faculty of Economics,
University of Tehran, Tehran. Iran (Corresponding Author)

P4 rahimib@ut.ac.ir

3. Assistant Professor of Economics, Department of Planning and Economic Development,
Faculty of Economics, Allameh Tabataba’i University, Tehran. Iran

P4 alinl10@atu.ac.ir

4. Professor of Economics, Department of Theoretical Economics, Faculty of Economics,
University of Tehran, Tehran. Iran

P4 mmehrara@ut.ac.ir


http://www.isih.ir/article_312.html
https://creativecommons.org/licenses/by/4.0
mailto:majidramezani@ut.ac.ir
mailto:rahimib@ut.ac.ir
mailto:alin110@atu.ac.ir
mailto:mmehrara@ut.ac.ir

.. Interdisciplinary
Studies in the Humanities

Vol. 11
No. 3
Summer 2019

INTRODUCTION

The scope of this article is to answer the question "Can one part of the differences in
the performance of the school education system of the countries with natural
resources be explained in the international standard tests regarding their use of
natural resources rent?" This question has been formed by studying in the area of
political economy of natural resources, methods for the management of natural
resources rent and education economics, evidences in schooling education system
of resource-rich and resource-poor countries, the scores of international standard
tests (TIMSS, PIRLS, PISA) and why some countries have performed well in almost
all of these tests and others have lower levels of performance.

While trying to "examine the relationship between the natural resources rent
and the education quality", the researcher based his assessment on the political
economy of education. Therefore, this hypothesis was followed: "Education quality

decreases with increasing share of natural resources in government reventues".
PURPOSE

Previous studies have mainly focused on the effects of school and family on
educational outcomes; Thus, by adding the "effect of political economy of natural
resources” to our analytical framework, we have attempted to answer the question
of whether the effect of political economy of natural resources can explain some of
the differences in the performance of the schooling education system in different
countries.

METHODOLOGY

The panel data approach was chosen as the metric study method for test the
hypothesis. An education production function with five explanatory variables and
one dependent variable was designed and estimated on the basis of the fixed effects
model for 79 participating countries in the period 1995-2015. The explanatory

variables were:

1) Government educational spending and class size as the representative of
school resources;

2) Per capita gross domestic product and parents’ education level as the
representative of non-school resources;

3) the ratio of the share of natural resources rent to GDP to the share of tax
revenues to GDP as the representative of political economy of natural
resources effect (How to manage natural resources rent in the economy).



The results of the TIMSS, PIRLS and PISA tests were also used as dependent
variable.

The process of estimating the model coefficients was performed using Stata
software. The scores were extracted from the International Association for the
Evaluation of Educational Achievement data and the results of the Program for
International Students Assessment by Organization for Economic Co-operation
and Development. The data of model explanatory variables were gathered from the
UNESCO Institute for Statistics, World Bank Open Data, Barro-Lee Educational
Attainment Dataset, and United Nations Development Programme: Human
Development Report.

RESULT

The theoretical and practical significance of the effect of the ratio of resources rent
share to taxes share on test scores was emphasized in this study. Based on the Z
statistic and probability values, the estimated coefficients along with their signs
confirmed the hypothesis of the study.

Increasing one standard deviation of this ratio (by 10/04) resulted in a 7/23,
5/00, 9/24, 6/22, 8/23, and 6/53 units decrease in the fourth and eighth math,
science and reading scores respectively. In other words, a shock of one standard
deviation to increase the economy's dependence on revenues from natural resources
and replace it with tax revenues can reduce scores by 0.10, 0.07, 0.13, 0.10, 0.13, and
0.14 standard deviation respectively. Hence, it can be argued that increasing the
importance of resource-based government revenues over non-resource government
revenues, which implies that the economy is more dependent on these revenues,
would marginalize education as a factor in investing in human resources, leading to
lower its quality, efficiency and effectiveness.

In most cases, the estimated coefficients for ratio of resources rent share to taxes
share were robust to the different assumptions resulting from the elimination of
other explanatory variables and confirmed the negative effect of increasing the
dependence of the economy on resources rent on the education quality.

DISCUSSION

In order to test the correct way of transferring the effects of the political economy of
natural resources on the education quality, robustness analysis was performed
related to the ratio of resources rent share to taxes share to different assumptions.
Therefore, the alternatives were estimated by eliminating some explanatory
variables. For almost all cases, the coefficient of the ratio of resources rent share to
taxes share was statistically and practically significant. This implies acceptance of
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the political economy of natural resources effect on the education quality: The
change in the pattern of management of natural resource revenues affects the
quality of education. Accordingly, the study hypothesis is robust to the various
assumptions resulting from the elimination of explanatory variables and is
acceptable. Of course, the effect intensity for math and science scores was higher
than for reading scores, which decreased relative to all three subjects as they moved
to higher educational grades. Thus, the greater dependence of governments on
resource revenues threatens more the quality of early education. Given the
robustness of the results, the main question at the forefront of the debate has a
positive answer: Changing the way natural resources rent management in the
economy can change the education.

CONCLUSION

The findings of the study showed that the effect of the political economy of natural
resources on the education quality is significant. Thus, as the share of natural
resources rent increases in government revenues, the quality of education decreases
and this effect can explain some of the differences in the performance of educational
systems in different countries. The coefficient of the ratio of resources rent share to
taxes share are, in most cases, robust to various assumptions about the elimination
of school and non-school resource variables and confirm the negative effect of
increased economic dependence on resources rent on education quality.

Therefore, reforming tax policies and shifting the dependency of income sources
on governments' budgets in resource-rich countries from resource-based revenues
to tax-based revenues is suggested. This can be in line with the economic
development strategy correction and is seen as an effective, useful and necessary
strategy to enhance the quality, efficiency and effectiveness of the education system
as well as safeguard the revenues from natural resources as inter-generational and
efficient wealth.

NOVELTY

Designing an indicator to track the effects of changing in the management of
natural resources rent and its inclusion as an explanatory variable in the education
production function to investigate its impact on education quality has been the
innovation of the present study. Using this indicator can make significant results
available for public policy and decision-making in the field of education. These
results can be used to correct and redesign macroeconomic socio-economic
development strategy based on education.
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