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Course description

This course is designed to familiarize students with the role of natural resources in
economics and politics, with a focus on oil&gas industry. Due to Russia’s role as an
significant player in the global oil market and the importance of oil for Russia’s economy,
it will be used as an example whenever possible.

The course will start by introducing the students to a brief history of the oil sector and
the oil-rich economies, exemplifying how oil may be a great blessing, as well as a curse, if
mismanaged. Then, we will discuss how companies decide where and when to invest, and
how such decisions determine the supply of oil in the short and in the long run. On the
demand side, we will discuss the main drivers of energy demand such as the appearance
of substitutes, changes in energy efficiency as well as the societies’ changing preferences
for the internalisation of negative externalities in energy generation, e.g. caring about
pollution. The latter forces firms to exhibit more responsibility towards environmental as
well as social concerns, e.g. via the ESG disclosure. Bringing together supply and demand,
we will explore how the interaction between supply and demand determines commodity
prices on the global level and how we can use these insights to (carefully) predict the
future development of commodity prices (eight lectures within two weeks).

In the second part of the course we will explore how the extraction of resources may
affect economic activities in other sectors of the economy, on the local and on the
aggregate level (three lectures within one week). In the third part of the course we will
discuss how concentrated amounts of wealth coming from a point resource, such as oil,
may affect individuals’ behavior with a focus on corruption, domestic conflicts and
individuals’ desire to stay in and gain political power (three lectures within one week). If
we have time, we will spend the last lecture in the fourth week discussing the long-term
consequences of resource wealth.
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Throughout the course we will use theoretical and empirical tools from a variety of
subfields in economics. The main goal of the course is to enable students to make
informed decisions on financial and economic issues related to natural resource
extraction. Its successful completion will prepare students to advise firms in the private
sector, international organizations and policy makers on issues such as the optimal
timing of resource extraction, the macro economic consequences of resource extraction,
on the macro-management of resource wealth as well many others.

Course requirements, grading, and attendance policies

A successful completion of Microeconomics, Macroeconomics as well as Econometrics is
useful, albeit not necessary. The grade will be a combination of the final multiple choice

exam (60%) and 4 applied exercises (10% each) which will have to be submitted at the

end of each week.
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Course materials

Neither of the books is compulsory, but if you do not like these books, well, maybe you are picking
the wrong class.
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