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is available. Although there is extensive use of traditional biomass and solar
energies in Nigeria, especially in the rural areas, their analyses were not
included as they are non-quantifiable. Secondly, to exactly explain some of
the effects of the various energy resources will require delving into the areas of
pure sciences which is beyond the scope of this paper.

Section 2 addresses the conceptual and theoretical issues. Various drivers of
energy resources are treated in section 3. Developments in the energy sector in
relation to economic development are discussed in section 4 while in section 5
the conclusions of the paper are drawn.

II. Conceptual and Theoretical Issues

Due to ever-changing perception of concept, there is no universally accepted
definition of resources. Mitchell (1989) identified that it is humans that attach
value to objects thereby making them resources. The object in question must
be available for human use not mere physical presence, for it to be qualified to
be classified as a resource’. All the mineral resources were of no value until
their usefulness were discovered. This is what makes the Nigerian oil and gas
attractive. It is not only available, it is economical to harness. Fajimgbesi
(1999) observed that, due to differences in value systems, aspirations and
technology, a stuff that was neutral at one culture at some time may become a
resource in the same culture at some other time. Some items that were not
economical to harness might change status. Resources that are economically
recoverable under current market conditions, using current technology,
constitute reserves. Zimmermann (1951) warns that “resources ... expand and
contract in response to human wants and actions”. Energy resources are
substances with concentrations of energy at a high enough potential to be
converted to lower energy forms under human control for human benefit.

Mitchell (1989) saw resource development as the actual use of resources
during transformation of the neutral stuff into a commodity of service to serve

*In geology, resources refer to the amount of a specific substance that may be present in a deposit. This
definition does not take into account the economic feasibility of exploitation or the fact that resources may
not be recoverable using current technology.
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human needs. In developing resources, trade-offs are made, such as the
environmental degradation in the oil-producing areas due to pollution.
Efficient resource development involves the formation of policies and design
of strategies aimed at drawing resources to appropriate investments. Resource
allocation should, therefore, influence the production, consumption and
distribution of resources in directions consistent with the local, national and
even global objective.

Generally, resources are scarce and to come around this scarcity, economics
studies how people cope with scarcity, that is, how to allocate the limited
resources among the competing needs so as to satisfy as many of those needs as
possible. There is always a substitute for every resource. At a cost, a choice
can be made from among alternative resources. Rather than being in financial
terms, if rightly measured, this cost should be the opportunity cost, which is the
value of the alternative forgone. Creativity is required in devising ways to get
the most out of the scarce resources. Where one has a comparative advantage
such should be utilized.

The depletion theory has been put forward under the assumption that once the
resource has been extracted and consumed, it ceases to exist which is correct in
the case of petroleum products, but in recyclable resources, it is not (Hartwick
and Oleweiler, 1986).

To sustain consumption in an economy based on non-renewable natural
resource, investment in physical capital and other forms of reproducible
capital must be equal to the economic depreciation of the resource (Vincent et
al, 1996), (Hartwick, 1977) and (Solow, 1974), which is given by Hotelling
rent’. Net investment calculations for resource-exporting nations must take
into account not only Hotelling rent but also the capital gains resulting from
exogenous price changes, even when the price changes are anticipated.
Nigeria, Mexico, and Venezuela are cases of oil-exporting countries that over-
consumed and under-invested during the boom years of the 1970s and,
consequently, encountered severe debt problems when the boom ended.

"This is the product of the quantity of resource extracted and the marginal rent, i.e. price minus marginal
cost.



