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Introduction 
Dutch disease" refers to an economic phenomena where a 
sector's fast growth, notably in the case of natural resources, 
causes other sectors to experience a fall. It is frequently 
distinguished by a significant appreciation of the local 
currency. The paradoxical condition known as "Dutch 
disease" occurs when positive economic news for one 
sector, such as the discovery of new natural resources, has 
an adverse effect on the economy as a whole.



Why is it considered 
a contemporary  
issue?

Dutch disease considered contemporary issues because 
Dutch disease is showing up 1970 and starting 1980 effecting 
the developing countries until know Dutch disease every 
years come and make the economic growth decline.    



Terminology
Economic growth: which is defined as a rise in people's 
real income, indicates that the ratio of people's income 
to the prices of the things they may purchase is rising; 
as a result, products and services are more readily 
available, and people experience less poverty.



Terminology
Remittance: according to CHRIS B. MURPHY Money sent 
from one party to another is referred to as a remittance. 
Remittances can broadly be defined as any payment made in 
response to an invoice or bill.



Terminology
Real effective exchange rate: according to Max Corden 
and J. Peter Neary A real effective exchange rate 
indices that has been modified to account for changes 
in national price or cost indicators in the home country.



Terminology

Competitiveness: is the ability of an economy to 
compete successfully and effectively in markets for 
products and services that are sold worldwide, enabling 
long-term increases in living standards.
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Literature review
14 of 20 papers confirm the positive impact on Dutch 
disease and effect on remittance and real effective 
exchange rate as result of:
1) Increase in remittance causses also increase the 

real effective exchange rate.
2) income increases, leading to a rise in the aggregate 

demand for both tradable and non-tradable goods.
3) The rise in domestic non-tradable goods prices 

results in the real effective exchange rate 
appreciation.



Literature review
4. As the labor price goes up, prices of non-tradable 
goods continue being raised, causing further real 
effective exchange rate appreciation
5. real exchange rate increased, causing the loss in 
those countries’ export competitiveness.
6. remittances indeed had adverse effects on the real 
exchange rate



Literature review
7.When remittances and the real exchange rate 
declined, indicating the appreciation of domestic 
against the foreign currency, leading to a reduction in 
the competitiveness of export.
8. According to the two authors, the evidence for both 
spending and resource movement effects have been 
proved for both short run and long run.



Literature review
6 of 20 papers confirm the negative impact on Dutch 
disease and effect on remittance and real effective 
exchange rate as result of:
1.remittances do not cause appreciation of real exchange
rates in many countries.

2.Some countries depend on non-energy related sector 
such as (agriculture or technology-based industries).
3.Impemanting sound fiscal policies that promote long-
term economic growth such as floating exchange rate 
trade control in some other countries.



Data and 
methodology
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Data and 
methodology

My 20 studies all used secondary data acquired from various 
sources, and the researchers used quantitative to assess the 
papers. the most appropriate choice for the model including 
macroeconomic variables, which are considered as the 
presence of random walk statistical generating mechanisms 
and the remittance and real effective exchange rate will 
impact on economic sector by using different approach. S-
GMM approach generates more accurate and efficient 
estimators by increasing precision and reducing the finite 
sample bias. And most of my papers was used S-GMM 
method.
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Reflection 
Dutch disease effected the developing countries. from my 
perspective from reading all of the paper most of them had 
positively affect, on economic side and approved they 
affected by Dutch disease because of the remittance 
appreciation over the long term and real effective exchange 
rate increasing in long term. And the other paper has 
significant negatively effect because the researchers they 
used different approach in gathering data that lead to 
declining the remittance and real effective exchange rate.
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limitation 
● From all paper that I read and analysis those studies used 

secondary data all there is no primary data that include in 
those research's there is no diversification, and most of 
the authors depend on quantitative method not 
qualitatively approach most of the researchers used S-
GMM method and don’t depend on other approaches. 



implication 
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implication 
● In that paper the Dutch disease and effect on the 

remittance and real effective exchange rate from 20 
papers 14 of them are positively effect on the long term 
and will influence the whole economy and will lead to 
appreciate the remittance and the other 6 had negatively 
effect in the long term the result for those studies approve 
that the countries is not effected by the Dutch disease. In 
addition Libya side there's implication that Libya is own 
many of natural resource and they import natural resource 
more than they export and over this  in some period of 
time Libya maybe have Dutch disease because of real 
effective exchange rate appreciation and is have natural 
resource cures.



recommendation  
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recommendation

● In terms of macroeconomic adjustment, these countries 
must reconsider their monetary and fiscal policies such as 
floating exchange rate trade control  in light of the growing 
importance of remittances. Should also diversifying their 
economic by promoting investment into non-energy 
related sector such as (agriculture or technology-based 
industries).



Conclusions
• The term "Dutch disease" refers to an economic 

phenomenon in which strong growth in one area of the 
economy (especially natural resources) causes a decline in 
other sectors. It is also frequently characterized by a 
significant increase in the value of the native currency.

• in addition Dutch disease affected the whole economy and 
impacted negatively on the economic over all 
performance.
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