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Abstract 

 
The finding that resource rich countries tend to grow slower than resource poor countries – the so-called 
resource curse hypothesis – has captivated the attention of economists since the seminal works of Auty 
(1993) and Sachs and Warner (1995) postulated its existence. Expansive policy making efforts have 
spawned from the academic resource curse literature. In this study we evaluate whether these efforts have 
dispelled the resource curse by focusing on the most recent period between 1996 and 2008. We treat 
resource dependence and institutional quality as two channels via which resource abundance influences 
economic growth. The differentiation between resource abundance and resource dependence also allows 
us to evaluate potential endogeneity of resource dependence in the growth equation. Another key 
contribution of the paper lies in its investigation of the effects that different resource types have on 
economic performance. Our findings suggest that academic advice has not trickled into successful policy 
making. If anything, the performance of resource-abundant countries appears to have worsened as their 
resource dependence has increased and institutional quality worsened. These effects are particularly 
strong for oil- rich countries. Interestingly, when it comes to their growth, the performance of oil-rich 
countries is similar to an average country in the sample, possibly thanks to rising oil prices during the 
period. Gas rich countries have in fact benefited from their resource abundance. The same cannot be said, 
however, about countries rich in non-fuel minerals, which appear to remain the victims of the resource 
curse. Hence, whether a country is subject to the resource curse appears to be dependent on the type of 
resource that it possesses. 
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1. Introduction 
 
Ever since Auty (1993) and Sachs and Warner (1995) postulated that the possession of  natural resource 
wealth tends to lead to slower economic growth, the hypothesis of resource curse has been in the spotlight 
of a large body of literature. The overall consensus appears to accept the presence of the resource curse 
between the 1970s and 1990s, although a number of more recent studies argue against it. This rich 
academic literature has spawned numerous policy making efforts aimed at dispelling the curse, ranging 
from direct tools such as the taxation of commodity production to more indirect tools like the 
establishment of managed floating exchange rate regimes (Frankel, 2010). The most recent strand of the 
literature and, as a result, the new wave of attempted policy making have emphasized the role of 
institutions as the conduit between resource abundance and poor economic performance. 
 
In this paper, we assess whether these policies have succeeded at changing the fortunes of resource rich 
countries by evaluating the most recent period between 1996 and 2008. The success of these policies at 
lifting the curse should show up in a weaker evidence of the curse, whereas their failure should result in a 
stronger evidence of the curse for this most recent period compared to the previous years. 
 
We define the resource curse as the negative effect of resource abundance on the economic growth of 
countries. We are interested in investigating the links via which resource abundance influences economic 
growth. We explore two primary channels: resource dependence and institutional quality (Leite and 
Weidmann, 1999; Isham, et al., 2005, among others). Resource abundant countries tend to be more 
resource dependent, relying on natural resource exports for a larger share of their GDP. This reliance can, 
in turn, lead to output volatility from price shocks (Ploeg and Poelhekke, 2010) and price distortions that 
hinder the traded goods sector. This in turn prevents countries from developing the strong export 
manufacturing industries that are the flagship of modern development strategies (Sachs and Warner, 
1995). At the same time, resource abundance may erode institutional quality by providing increased 
opportunities for corruption and rent seeking (Mehlum Moene and Torvek, 2006), by encouraging the 
state to pursue policies beneficial to the resource extraction industry at the expense of other industries 
(Shafer, 1994), or by creating rich elites that resist democratization and urbanization (Isham et al., 2002). 
 
The differentiation between resource abundance and resource dependence also allows us to evaluate the 
potential endogeneity of the resource dependence measure in the growth equation, which would lead to 
inconsistent results. In fact, resource dependence measures are routinely used in the literature as proxies 
for resource abundance without any tests to justify their use as exogenous variables (Sachs and Warner 
1995, Isham et al. 2002, Boschini Pettersson and Roine 2007, among others). Resource dependence is 
endogenous in the estimation of growth if slow-growing countries become more dependent on resources, 
rather than the other way around. For instance, a country with stagnant non-resource sectors would have 
its overall growth rate dragged down by these sectors while at the same time becoming more resource 
dependent as the resource sector grows faster than the economy as a whole.  In fact, even if resource 
dependence per se has a positive impact on economic growth, failing to control for endogeneity may 
result in the false appearance of the resource curse. Our paper is related to Ding and Field (2005), Norman 
(2009), Brunnschweiler and Bult (2008)2 and Ploeg and Poelhekke (2010)3, who also separate the 
measures of resource abundance from resource dependence. Similar to Norman (2009), we investigate 
whether the type of resource abundance matters in the existence of the resource curse, as some authors 
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argue (Sala-i-Martin and Subramanian, 2003). However, unlike these papers, we focus on the most recent 
period and explicitly test for the endogeneity of resource dependence, as well as institutions. 
 
The model most closely resembles that of P and P (2010), applied to the 1996-2008 time period and with 
resource abundance disaggregated into four categories.  We find, however, that in the more modern time 
period disaggregated resource abundance fails the exclusion restriction, having a direct effect on growth 
outside of its effect via dependence and institutions.  We therefore re-estimate the equations using the 
instruments suggested by B and B (2008), but maintaining the methodological improvements of P and P 
(2010). B and B’s instruments are shown to be valid and marginally relevant. Formally testing for 
endogeneity of resource dependence and institutional quality, we find that, contrary to expectation, 
treating these variables as endogenous does not yield significantly different results. This suggests that the 
more complicated structural specification is unnecessary for the purposes of achieving consistent results. 
Therefore, our final preferred specification is the OLS model. 
 
Disaggregating resource abundance into resource types yields a more nuanced picture of the impact of 
abundance on resource dependence and on institutions, compared for example to B and B (2008) and P 
and P (2010). The positive effect of resource abundance on resource dependence found in B and B (2008) 
and P and P (2010) for 1970 – 2000 appears to be largely driven by non-fuel mineral reserves and by 
natural gas reserves. Surprisingly, coal abundance appears to reduce resource dependence during that 
period. However, the picture changes for 1996 – 2008 period: while non-fuel mineral reserves are still 
important, oil reserves become the most important determinant of resource dependence while coal loses 
significance. It is also noteworthy that, whereas during 1970 – 2000, again consistent with B and B (2008) 
and P and P (2010), resource abundance was not a factor in influencing institutional quality, by 1996 – 
2008 abundance becomes important. Furthermore, we are able to pinpoint the precise resource hindering 
institutional development: oil. Based on these results, it appears that the resource abundant countries, and 
oil-rich ones in particular, have learned very little about restructuring their economies and institutions. 
 
However, focusing on the growth equation results, we observe that oil abundance has no significance. 
This suggests that while oil abundance has the worst effect on resource dependence and institutional 
quality, oil rich countries can still grow at rates comparable to those of less resource abundant countries. 
An oil curse therefore may be masked by rising oil prices during 1996 – 2008, which would serve to boost 
GDP growth. Oil prices increased 351% over this period during a time when the price index for the GDP 
figures used in this period increased by only 30% (Cushing, OK WTI spot prices from EIA).  We note 
that the impact of non-fuel mineral abundance on growth remains negative and significant, indicating that 
unlike oil-abundant countries, they are unable to escape the curse. Interestingly, gas abundance exerts 
positive impact on economic growth. As for resource dependence, its effect remains insignificant in 
almost all specifications of our model in the modern period, consistent with B and B (2008) and P and P 
(2010).  In the prior period, however, resource dependence is marginally negative, echoing the results of 
Ding and Field’s (2005) single equation specification and suggesting that policies implemented over the 
last fifteen years to limit the damage done by currency inflation and price shocks have been at least 
somewhat successful.   
 
The rest of the paper is structured as follows. Section 2 details the data used in the paper and the structure 
of the model. Section three explores the results, showing substantial differences in the modern findings 
from those of other papers and the baseline regression.  Section four concludes. 
 



2. Data and Estimation 
 
The measure of resource abundance used in this paper comes from Norman (2009), who constructs the 
stocks of resources for 1970 using the current stock estimates from the US Geological Survey, adds the 
production figures between 1970 and 2000 and assesses these accumulated stocks at 1970 prices. 
However, unlike Norman, in order to minimize potential endogeneity, we do not divide the resource 
stocks by GDP, but rather by population4.   Resource export figures are taken from UNCTAD’s 
Handbook of Statistics 2009, including ores, metals, precious stones, and fuels (SITC 27, 28, 68, 667, 971, 
and 3).  Exports were then divided by GDP, and the average of the 1996-2008 period was taken to create 
the resource dependence figure. 
 
Following Norman (2009), national account and population figures were taken from the UNSD.  The 
UNSD dataset includes substantially more countries than the Penn World Tables used by P and P, and 
extends up until the year 2008 rather than only 2007 (for the most recent version, 2000 for the version 
used in P and P).  GDP growth is measured as the average of yearly growth in GDP per capita over the 
period (in constant 1990 dollars).  The investment rate is measured as gross fixed capital formation as a 
share of that year’s GDP, and an average over the period is again used.   
 
Other conditioning variables are taken from various sources, following P and P (2010) and B and B 
(2008) as closely as possible.  Average years of schooling comes from Barro and Lee’s “International 
Database on Educational Attainment” (2000), taking the average of the 1995 and 2000 figures.  Rule of 
Law figures come from the World Banks’ database of World Governance Indicators, the same source 
used by B and B (2008), again an average of the years 1996-2008.  Openness in the 1950s and ‘60s, 
presidential regime dummy, latitude, and regional dummies are taken from B and B (2008). 
 
The model takes P and P (2010) as its starting point.  Rule of law and resource dependence are estimated 
independently, and then their fitted values are used to estimate growth in a two stage least squares 
framework.  Because instruments are found to be only marginally relevant, a 3SLS framework – while 
more efficient – might lead to bias in the growth regression, so the less efficient 2SLS model is preferable.   
 
Resource Dependence = α1Resource Abundance + α2Presidential Regime + α3Latitude + 

α4Openness + α5Conditioning Variables + α6Regional Dummies +  Error Term   
        (1) 

  
Rule of Law = γ1Resource Abundance + γ2Presidential Regime + γ3Latitude + γ4Openness +  

γ5Conditioning Variables + γ6Regional Dummies + Error Term      
      (2) 

 
Growth = δ1Fitted Resource Dependence + δ2Fitted Rule of Law + δ3Conditioning Variables + δ4Regional 

Dummies + Error Term    (3) 
 
The choice of conditioning variables is taken directly from P and P’s specification, including population 
growth rate, investment rate, human capital, and initial GDP. These variables are considered a bare 
minimum for the growth regression in order to limit the omitted variable bias. The logged value of per 
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(World Bank, 2006). However, as P & P (2010) argue, this measure is likely to be endogenous to economic growth. 



capita GDP in 1970 is maintained instead of using 1996 in the later sample in order to limit the figure’s 
endogeneity to resource abundance, which may have affected growth in the 1970-1996 period. Openness 
– the sum of exports plus imports in the 1950s and ‘60s – is included as a conditioning variable in the 
regressions which are based on P and P’s specification (Table 1). It is included as an instrument in our 
preferred specifications, which are comparable to B and B’s results (Table 2). Since the measure comes 
from 26 years before the growth period, we can be reasonably assured that even any lagged effects of 
productivity increases from international competition in that period have exhausted themselves before 
1996 and the variable can therefore be considered excludable (an assertion that is formally tested and 
confirmed later in the paper). This common set of exogenous variables is then used in all three equations 
in order to obtain consistent estimates. 
 
The instruments used vary with the specification. Initially, resource abundance, the dummy for 
presidential system, and latitude are used as instruments following the specification of P and P (2010). 
However, disaggregated abundance is found to be not excludable in the modern period, so B and B’s 
(2008) instruments are used instead, substituting pre-period openness for resource abundance but 
maintaining the presidential regime dummy and latitude. In turn, resource abundance measures are 
included in the set of conditioning variables. Since neither resource dependence nor the rule of law is 
found to be endogenous, a more efficient OLS specification is our preferred specification. It is estimated 
with resource dependence and rule of law included as exogenous right hand side variables alongside the 
same conditioning variables. 
 
Growth = λ1Resource Dependence + λ2Rule of Law + λ3Conditioning Variables + λ4Regional Dummies +  

Error Term     (4) 
 
3. Results 
 
We begin by estimating our specification using data from the 1970-2000 period in order to serve as a 
frame of reference for comparison with the more modern period.  The results are roughly consistent with 
P and P (2010), despite using national accounts figures from UNSD instead of Penn World Tables and 
including 30% more observations (Table 1, columns 1-3). However, the key difference emerges in the 
negative and significant coefficient of resource dependence once we disaggregate resource abundance. 
Moreover, we find the strongest evidence of the resource curse for gas and non-fuel mineral rich countries, 
as can be seen from the cumulative effect of abundance on economic growth. Interestingly, oil abundance 
does not appear to have a significant effect on economic growth and coal rich countries in fact grow faster 
thanks to their lesser resource dependence. 
 
The overidentification test in this system of equations (Table A1 columns 1 – 3) indicates that the 
resource abundance variables are excludable from the growth equation although the instruments are not 
found to be relevant in the rule of law regression. The excludability no longer holds, however, when the 
regression is run using the same variables but for the 1996-2008 period (Table A1 columns 4-6).  In this 
specification, the Hansen-Sargan test shows that disaggregated resource abundance measures are not 
excludable from the growth equation.  This suggests that something has changed: at least some measures 
of resource abundance have direct effects on growth not via either resource dependence or institutional 
quality in the modern period, even if they did not in the prior period. The failure of the exclusion 
restriction means that the growth equation estimates of this specification are not consistent, so a new 
specification is required. 



 
In Table A2, a three-equation model is reestimated (columns 1-3), this time using the instruments 
suggested by B and B (2008) but continuing with P and P’s choice of conditioning variables.  These 
instruments pass the overidentification test, and are marginally relevant. The growth equation estimates 
can therefore be considered consistent5.   
 
Important differences emerge in the results. We find that oil has a positive and significant effect on 
dependence and a significant and negative effect on institutional quality. These effects were not present in 
the earlier period. This may suggest that policy makers in oil-rich countries have done a worse job 
insulating their institutions from its negative effects. However, its cumulative effect on output growth is 
insignificant due to the insignificance of the fitted resource dependence and rule of law measures in the 
growth equation. Nevertheless, these channels should not be ignored, as the insignificance of the rule of 
law appears to be due to the loss of efficiency from 2SLS estimation Insofar as resource abundance has an 
effect on growth via dependence and institutions, that effect appears to be negative and stronger for oil 
than for other resources. 
 
There also appears to be a direct affect of resource abundance on growth that does not occur via either 
resource dependence or institutional quality, at least for certain resources.  The coefficient estimate for 
coal reserves is significantly positive, and for the other fuel figures the estimates are positive if 
insignificant (it is worth noting that oil and gas are jointly significant to growth at 10% in both the 2SLS 
and OLS specifications, a fact obscured by multicollinearity between the two measures).  This was not the 
case in the earlier period in this paper’s specification, although B and B show a similar result with their 
aggregated hydrocarbon reserve figures (B and B 2008). 
 
The three equation model allows us to distinguish various mechanisms by which resources affect growth, 
but it appears to be unnecessary for dealing with the endogeneity of resource dependence and institutional 
quality. The Durbin-Wu-Hausman statistics for all specifications discussed in this paper show that there is 
no significance difference between regressions treating these variables as endogenous and those assuming 
that they are exogenous. Hence, the OLS specification can be considered consistent and more efficient 
than the 3 equation version. 
 
The OLS specification (Table A2 column 4) is similar to the three-stage model in its results. Importantly, 
initial GDP per capita has negative effect on growth, supporting the conditional convergence hypothesis 
(consistent with B and B 2008 and P and P 2010). It also adds several variables into significance thanks to 
its greater efficiency. Rule of law and the investment rate become significantly positive, as one would 
expect them to be, although resource dependence remains insignificantly negative.  
 
The effect of oil abundance on economic growth is insignificant. Interestingly, natural gas abundance has 
a significantly positive effect on economic growth despite its lack of significance in influencing resource 
dependence or institutional quality. Non-fuel mineral abundant countries are the ones that appear to suffer 
the most from their resource abundance. This finding of opposite effects from different point source 
resources is, to the best of our knowledge, entirely new in the literature. Future work should focus on 
understanding the mechanism behind these differing effects. 

                                                 
5 Note however that columns 4 – 6 in Table A1 (P and P’s specification for 1996 – 2008) and columns 1 – 3 in Table A2 
(arguably consistent with B and B’s specification for 1996 – 2008) lead to similar results. Hence, these results are driven by the 
time period rather than by specification. 



 
4. Conclusions 
 
We conclude that the picture in 1996 – 2008 is different from what we observed during 1970 – 2000. Our 
findings suggest that academic advice has not trickled into successful policy making as becomes clear 
from the failure of resource rich countries to improve their institutions and lower their dependence, 
although steps appear to have been taken to limit the damage done by increased dependence. We find that 
the type of resource abundance is a key factor influencing the countries’ success. For example, oil appears 
to have led to greater resource dependence and poorer institutions in the recent period. Yet, interestingly 
its abundance has not hindered economic growth, possibly due to rising oil prices during 1996 - 2008. Gas 
rich countries have in fact benefited from their reserves. The same cannot be said however about countries 
rich in non-fuel minerals who appear to remain the victims of the resource curse. 
 
The story of the resource curse is much more complex than we have realized. In evaluating the hypothesis 
of the resource curse, we must disentangle the effect of resource abundance on different measures of 
economic development, in addition to economic growth. Moreover, particular attention has to be paid to 
understanding the impact of different resource types on countries’ economic performance, even within the 
umbrella of point source resources discussed so far in the literature. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



5. Appendix 
 

1. List and description of variables 
Variable Description Source 
Growth Average of the yearly growth rates in GDP/capita across 

sample years, constant 1990 dollars. 
UNSD National Accounts Main Agregates 
Database, 
http://unstats.un.org/unsd/ 
    snaama/Introduction.asp 

Logged Oil Abundance Natural log of the dollar value of oil reserves/capita, 1971.  
Based on 2002 proven reserves, 1971-2002 production, and 
1970 world prices. 

Norman (2009) and UNSD (for population data) 

Logged Natural Gas 
Abundance 

Natural log of the dollar value of natural gas reserves/capita, 
1971.  Based on 2002 proven reserves, 1971-2002 
production, and 1970 world prices. 

Norman (2009) and UNSD (for population data) 

Logged Coal 
Abundance 

Natural log of the dollar value of coal reserves/capita, 1971.  
Based on 2002 proven reserves, 1971-2002 production, and 
1970 world prices. 

Norman (2009) and UNSD (for population data) 

Logged Non-fuel 
Mineral Abundance 

Natural log of the dollar value of 35 metal and mineral 
reserves/capita, 1970.  Based on 2002 proven reserves, 1970-
2002 production, and 1970 world prices. 

Norman (2009) and UNSD (for population data) 

Mineral Exports 1970-
1989 

GDP share of total yearly fuel and mineral exports (SITC 3, 
27, 28, 68), averaged over 1970-1989. 

B and B (2008) from WDI, PWT 6.1 

Mineral Exports 1996-
2008 

Exports of fuel, metals, minerals, and precious stones (SITC 
3, 27, 28, 28, 667, 971), % of GDP, averaged over 1996-
2008. 

UNCTAD Handbook of Statistics 2009 
http://stats.unctad.org/Handbook/ and UNSD (for 
GDP figures). 

Rule of Law Perceptions of the quality of contract enforcement, property 
rights, the police, and the courts, as well as the likelihood of 
crime and violence, average of 1996-2008 

Kaufmann, Kraay, and Mastruzzi (2009).  World 
Bank World Governance Indicators dataset 
http://info.worldbank.org/ 
   governance/wgi/index.asp 

Logged GDP/Capita 
1970 

Log of real GDP/Capita in 1970. B and B (2008) from Penn World Tables 6.1 

Investment Rate Gross fixed capital formation as a fraction of GDP, averaged 
over the sample period. 

UNSD National Accounts Main Agregates 
Database, 
http://unstats.un.org/unsd/ 
    snaama/Introduction.asp 

Average years of 
schooling 

Average years of schooling in adults, 1970 for the early 
period or the average of 1995 and 2000 for the modern 
period. 

Barro and Lee (2000) 

Population Growth Average of yearly population growth over the sample period. UNSD National Accounts Main Agregates 
Database, 
http://unstats.un.org/unsd/ 
    snaama/Introduction.asp 

Average Openness, 
1950-1969 

Exports + Imports as a fraction of GDP, averaged over the 
years 1950-1969.   

B and B (2008) from PST 6.1 

Presidential Regime 
Dummy 

Binary indicator reads 1 for a presidential system, 0 for 
parliamentary. 

B and B (2008) from Beck et al. (2005) and 
Persson and Tabellini (2004) 

Latitude Absolute value of latitude on a 0-1 scale. B and B (2008) from La Porta et al. (1999) 
Regional Dummies 4 Regional dummies for Africa and the Middle East, Asia 

and Oceania Central and South America, and North America.  
The reference region is Europe. 

B and B (2008) 

 
2. List of countries (Countries with * are present in OLS but missing from 2SLS) 

Africa and the Middle East: Algeria, Benin, Botswana, Cameroon, Central African Republic, Congo, Egypt, Ethiopia, Gambia, Ghana, Iran, Israel, Jordan, 
Kenya, Lesotho Malawi, Mali, Mauritius, Mozambique*, Niger, Rwanda, Senegal, Sierra Leone, South Africa, Syrian Arab Republic, Togo, Unisia, Uganda, 
Zambia, Zimbabwe 
Asia and Oceania: Australia, Bangladesh, China, Fiji, India, Indonesia, Japan, Malaysia, Nepal, New Zealand, Pakistan, Philippines, Republic of Korea, 
Singapore, Sri Lanka, Thailand 
Central and South America: Argentina, Barbados, Bolivia, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala, 
Guyana, Haiti, Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru, Trinidad and Tobago, Uruguay, Venezuela 
North America: Canada, United States 
Europe: Austria, Belgium, Cyprus, Denmark, Finland, France, Germany*, Greece, Hungary*, Iceland, Ireland, Italy, Netherlands, Poland*, Portugal, Romania, 
Spain, Sweden, Switzerland, Turkey, United Kingdom 

 
 
 



3. Summary Statistics for the countries in the OLS Specification (1970-2000 figures from the 
baseline sample of 80 countries) 

Variable Mean Std. Dev. Min Max 
Growth 1970-2000 0.016 0.017 -0.023 0.060 
Growth 1996-2008 0.024 0.017 -0.039 0.088 
Logged Oil Abundance 0.411 0.803 0.000 3.573 
Logged Gas Abundance 0.189 0.414 0.000 1.883 
Logged Coal Abundance 0.279 0.743 0.000 3.870 
Logged Mineral Abundance 0.840 1.276 0.000 5.359 
Mineral Exports 1996-2008 6.794 10.302 0.037 69.504 
Mineral Exports 1970-1989 0.056 0.088 0.000 0.437 
Rule of Law 0.154 1.019 -1.565 1.949 
Logged GDP/Capita 1970 6.943 0.933 5.189 8.677 
Investment Rate 1970-2000 0.213 0.051 0.104 0.368 
Investment Rate 1996-2008 21.452 5.457 7.365 40.416 
Average Education 1970 3.916 2.685 0.042 10.094 
Average Education 1995-2000 6.072 2.928 0.730 12.220 
Average Population Growth 1970-2000 0.018 0.010 0.002 0.037 
Average Population Growth 1996-2008 1.462 0.992 -0.452 4.615 
Openness 1950-1969 0.493 0.343 0.062 2.672 
Presidential Dummy 0.609 0.491 0.000 1.000 
Latitude 0.285 0.194 0.010 0.720 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Table A1. Three-equation systems for growth 1970 – 2000 and 1996 – 2008 with the specification of P 
and P (2010). 
 
 Average Mineral 

Resource 
Exports/GDP, 

1970-1980 

Rule of Law, 
Average of 
1996-2004  

(0-5) 

Average Growth 
in GDP/Capita,  

1970-2000, 
Constant 1990 $ 

Average Mineral 
Resource 

Exports, 1996-
2008 (% GDP) 

Rule of Law, 
Average of 
1996-2008  
(-2.5 to 2.5) 

Average Growth 
in GDP/Capita, 

1996-2008, 
Constant 1990 $ 

 (1) (2) (3) (4) (5) (6) 
       
Fitted values Of Mineral Exports  

 
 
 

-0.068** 
(-2.06) 

 
 

 
 

0.000 
(1.15) 

       
Fitted values of Rule of Law  

 
 
 

-0.002 
(-0.17) 

 
 

 
 

0.015 
(1.46) 

       
Logged Value of Oil Reserves/Capita 
1971) 

0.011 
(0.73) 

-0.086 
(-0.71) 

 
 

8.189** 
(2.02) 

-0.250** 
(-2.32) 

 
 

       
Logged Value of Natural Gas 
Reserves/Capita 1971) 

0.083** 
(2.09) 

-0.057 
(-0.27) 

 
 

-1.086 
(-0.18) 

0.118 
(0.59) 

 
 

       
Logged Value of Coal 
Reserves/Capita 1971) 

-0.024* 
(-1.73) 

-0.037 
(-0.33) 

 
 

1.828 
(0.78) 

0.057 
(0.69) 

 
 

       
Logged Value of Non-Fuel Mineral 
Reserves/Capita 1970) 

0.022** 
(2.42) 

0.024 
(0.55) 

 
 

1.638** 
(2.38) 

-0.038 
(-0.91) 

 
 

       
Log GDP/capita, 1970 0.030 

(1.17) 
0.319** 
(2.16) 

-0.007 
(-1.19) 

-2.367 
(-1.18) 

0.405*** 
(3.62) 

-0.017*** 
(-2.88) 

       
Average Gross Fixed Capital 
Formation, 1970-2000 (share of GDP) 

-0.097 
(-0.43) 

2.050 
(1.62) 

0.185*** 
(4.24) 

 
 

 
 

 
 

       
Average Gross Fixed Capital 
Formation, 1996-2008 (Share of GDP) 

 
 

 
 

 
 

0.152 
(0.86) 

0.031*** 
(3.43) 

0.000 
(0.92) 

       
Average Years of Schooling 1970 -0.012** 

(-2.06) 
0.128*** 

(2.84) 
0.001 
(0.65) 

 
 

 
 

 
 

       
Average years of Schooling, 1995-
2000 

 
 

 
 

 
 

0.087 
(0.16) 

0.117*** 
(3.21) 

0.001 
(0.66) 

       
Average Population Growth, 1970-
2000 

-0.402 
(-0.32) 

-1.082 
(-0.12) 

-0.318* 
(-1.69) 

 
 

 
 

 
 

       
Average Population Growth, 1996-
2008 

 
 

 
 

 
 

-2.348** 
(-2.38) 

0.170** 
(2.31) 

-0.001 
(-0.23) 

       
Average Openness, 1950-69 
(Ex+Im/GDP) 

0.127*** 
(4.85) 

0.341* 
(1.88) 

0.010 
(1.35) 

9.527*** 
(5.06) 

0.203 
(1.16) 

-0.010 
(-1.57) 

       
Presidential Regime Dummy, 1970s 0.035 

(1.43) 
-0.010 
(-0.07) 

 
 

0.818 
(0.42) 

-0.277* 
(-1.92) 

 
 

       
Absolute Value of Latitude on 0-1 
scale 

-0.081 
(-1.54) 

0.814 
(1.51) 

 
 

-11.706 
(-1.21) 

1.175** 
(2.33) 

 
 

       
Constant -0.176 

(-1.06) 
-2.853*** 

(-3.04) 
0.037 
(0.82) 

17.961 
(1.26) 

-4.236*** 
(-5.29) 

0.125** 
(2.46) 

Observations 80 80 80 89 89 89 
R2 0.664 0.865 0.562 0.605 0.859 0.301 
F test of Instruments 8.08 0.95  10.47 3.82  
Hansen-Sargan Overidentification 
Test (p-value) 

  2.88 
(0.58) 

  9.28 
(0.05) 

Durbin-Wu-Hausman Test (p-value) 1.32 (0.19) 1.17 (0.25)  -0.93 (0.35) -0.00 (0.74)  
Notes: t statistics in parentheses; * p<.10, ** p<.05, *** p<.01; Robust Standard Errors used where appropriate; Regional dummies for Africa and the Middle 
East, Asia and Oceania, North America, and South and Central America included but not reported. 



Table A2: Three-equation system with the specification of B & B (2008) and the OLS. 
 
 Average Mineral 

Resource Exports, 
1996-2008 (% GDP) 

Rule of Law, 
Average of 1996-
2008 (-2.5 to 2.5) 

Average Growth in 
GDP/Capita, 1996-

2008, Constant 1990 $ 

Average Growth in 
GDP/Capita, 1996-

2008, Constant 1990 $ 
 (1) (2) (3) (4) 
Average Mineral Resource 
Exports, 1996-2008 (% GDP) 

  -0.0016 
(-1.37) 

-0.000 
(-0.33) 

     

Rule of Law, Average of 1996-
2008 (-2.5 to 2.5) 

  0.0071 
(0.76) 

0.009** 
(2.37) 

     

Logged Value of Oil 
Reserves/Capita 1971) 

8.189** 
(2.02) 

-0.250** 
(-2.32) 

0.002 
(0.51) 

-0.002 
(-0.42) 

     

Logged Value of Natural Gas 
Reserves/Capita 1971) 

-1.086 
(-0.18) 

0.118 
(0.59) 

0.012 
(1.56) 

0.012* 
(1.79) 

     

Logged Value of Coal 
Reserves/Capita 1971) 

1.828 
(0.78) 

0.057 
(0.69) 

0.004** 
(2.31) 

0.004 
(1.66) 

     

Logged Value of Non-Fuel 
Mineral Reserves/Capita 1970) 

1.638** 
(2.38) 

-0.038 
(-0.91) 

-0.002 
(-1.23) 

-0.002* 
(-1.73) 

     

Log GDP/capita, 1970 -2.367 
(-1.18) 

0.405*** 
(3.62) 

-0.016** 
(-2.37) 

-0.014*** 
(-3.52) 

     

Average Fixed Capital Formation, 
1996-2008 (Share of GDP) 

0.152 
(0.86) 

0.031*** 
(3.43) 

0.001 
(1.52) 

0.001** 
(2.39) 

     

Average years of Schooling, 
1995-2000 

0.087 
(0.16) 

0.117*** 
(3.21) 

0.003 
(1.62) 

0.001 
(0.99) 

     

Average Yearly Growth in 
Population, 1996-2008 

-2.348** 
(-2.38) 

0.170** 
(2.31) 

-0.001 
(-0.34) 

-0.001 
(-0.26) 

     

Average Openness, 1950-69 
(Ex+Im/GDP) 

9.527*** 
(5.06) 

0.203 
(1.16) 

 
 

 
 

     

Presidential Regime Dummy, 
1970s 

0.818 
(0.42) 

-0.277* 
(-1.92) 

 
 

 
 

     

Absolute Value of Latitude on 0-1 
scale 

-11.706 
(-1.21) 

1.175** 
(2.33) 

 
 

 
 

     

Constant 17.961 
(1.26) 

-4.236*** 
(-5.29) 

0.104* 
(1.75) 

0.096*** 
(3.19) 

Observations 89 89 89 93 
R2 0.605 0.859 0.377 0.356 
F test of Instruments 7.30 3.93   
Hansen-Sargan Overidentification 
Test (p-value) 

  3.12 
(0.37) 

 

Durbin-Wu-Hausman Test (p-
value) 

1.43 
(0.16) 

0.43 
(0.67) 

  

Notes: t statistics in parentheses;  * p<.10, ** p<.05, *** p<.01;  Robust standard errors where appropriate; Regional dummies for 
Africa and the Middle East, Asia and Oceania, North America, and South and Central America included but not reported. 
 
 
 
 
 
 
 
 
 
 
 
                                                 
6 Coefficient estimate based on fitted value 
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