
panel (c).2 This basic result survives when we control for other factors in the
empirical section of the article.

On this basis we assert that the variance of growth performance among resource
rich countries is primarily due to how resource rents are distributed via the insti-
tutional arrangement.3 The distinction we make is between producer friendly
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Fig. 1. Resources and Institutions (a) all resource rich countries (b) with bad institutions
(c) with good institutions

2 The regression for the total sample of 42 countries in panel (a) gives a correlation of R2 ¼ 0.11 and
a significant slope of �6.15. The regression for the 21 coutries with worst institutional quality in panel
(b) gives an R2 of 0.35 and a significant slope of �8.46. The regression for the 21 countries with the best
institutional quality in panel (c) gives an R2 of 0.00 and a insignificant slope of �0.92.

The countries in panel (b) are numbered as follows: 1 Bolivia, 2 El Salvador, 3 Guyana, 4 Guatemala,
5 Philippines, 6 Uganda, 7 Zaire, 8 Nicaragua, 9 Nigeria, 10 Peru, 11 Honduras, 12 Indonesia, 13 Ghana,
14 Zambia, 15 Morocco, 16 Sri Lanka, 17 Togo, 18 Algeria, 19 Zimbabwe, 20 Malawi, 21 Dominican Rep.
The countries in panel (c) are numbered as follows: 1 Tunisia, 2 Tanzania, 3 Madagascar, 4 Jamaica, 5
Senegal, 6 Gabon, 7 Ecuador, 8 Costa Rica, 9 Venezuela, 10 Kenya, 11 Gambia, 12 Cameroon, 13 Chile,
14 Ivory Coast, 15 Malaysia, 16 South Africa, 17 Ireland, 18 Norway, 19 New Zealand, 20 Belgium, 21
Netherlands.

3 In focusing on the decisive role of institutions for economic development we are inspired by North
and Thomas (1973), Knack and Keefer (1995), Engerman and Sokoloff (2000) and Acemoglu et al.
(2001).
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Table 2

Regression Results II

Dependent variable: GDP growth.

Regression 1 Regression 2 Regression 3 Regression 4 Regression 5 Regression 6

Initial income level �1.33* �1.88* �1.33* �1.34* �1.36* �1.45*
(�6.26) (�7.95) (�5.90) (�6.97) (�6.13) (�5.45)

Openness 1.87* 1.34* 1.60* 1.59* 1.63* 1.56*
(3.77) (3.20) (3.47) (3.73) (3.76) (3.36)

Resource abundance �10.92* �16.35* �13.70* 14.78* �16.25*
(�3.16) (�3.71) (�4.00) (�4.26) (�3.60)

Mineral abundance �17.71*
(�3.16)

Institutional quality �0.20 1.83 �0.90 �1.15 �1.18 �0.78
(�0.22) (�1.35) (�0.69) (�0.96) (�0.94) (�0.56)

Investments 0.15* 0.11* 0.15* 0.15* 0.15* 0.14*
(6.25) (4.09) (5.56) (6.51) (6.76) (4.91)

Interaction term 29.43* 11.01 18.31* 15.86* 16.84* 19.01*
(2.66) (1.84) (2.34) (2.45) (2.55) (2.41)

Secondary �0.60 �0.57
(�0.44) (�0.41)

Ethnic frac. �0.88 �0.77
(1.69) (1.12)

Language frac. �0.36 �0.11*
(0.75) (0.18)

Africa exluded no yes no no no no
Observations 87 59 76 86 84 74
Adjusted R2 0.63 0.79 0.70 0.71 0.70 0.70

Note: The numbers in brackets are t-values. A star (*) indicates that the estimate is significant at the 5-%
level.

Table 1

Regression Results I

Dependent variable: GDP growth.

Regression 1 Regression 2 Regression 3 Regression 4

Initial income level �0.79* �1.02* �1.28* �1.26*
(�3.80) (�4.38) (�6.65) (�6.70)

Openness 3.06* 2.49* 1.45* 1.66*
(7.23) (4.99) (3.36) (3.87)

Resource abundance �6.16* �5.74* �6.69* �14.34*
(�4.02) (�3.78) (�5.43) (�4.21)

Institutional quality 2.2* 0.6 �1.3
(2.04) (0.64) (�1.13)

Investments 0.15* 0.16*
(6.73) (7.15)

Interaction term 15.4*
(2.40)

Observations 87 87 87 87
Adjusted R2 0.50 0.52 0.69 0.71

Note: The numbers in brackets are t-values. A star (*) indicates that the estimate is significant at the 5-%
level.
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4.2 Baseline results

Table 2 reports the baseline results for various sample compositions and definitions of the

variables. The dependent variable is conflict incidence. We see that in all columns, the interaction

term between World price and local mining activity, our coefficient of interest, is positive and

significant at the 1 or 5 percent level. Thus, a spike in mineral prices increases the conflict risk

in cells producing these commodities. We estimate equation (1) on the full sample of cells. In

column (1) mining activity (mine> 0) is measured with a dummy taking the value 1 if at least 1

mine is active in the cell in year t. Cell fixed effects are included with the purpose of controlling

for time-invariant co-determinants of violence and mining at the local level – e.g. weak state

capacity and property rights enforcement in remote places or latent political instability (e.g.

ethnic cleavages). Country×year fixed effects are also included to filter out all countrywide time-

varying characteristics affecting violence and activity of mines – e.g. a war-induced collapse of

the central state and property rights.

Table 2: Conflicts and mineral prices

(1) (2) (3) (4) (5) (6)
Estimator LPM
Dep. var. Conflict incidence
Sample All V(Mkt) = 0 All V(Mkt) = 0

mine > 0 0.112c 0.048
(0.065) (0.065)

ln price main mineral -0.029 0.028
(0.032) (0.019)

ln price × mines > 0 0.086b 0.072a 0.060a 0.085a 0.108a

(0.034) (0.020) (0.021) (0.024) (0.041)

ln price × mines > 0 (neighbouring cells) 0.021a

(0.006)

ln price × mines > 0 (ever) 0.045a

(0.014)

Country×year FE Yes Yes Yes Yes No No
Year FE No No No No Yes Yes
Cell FE Yes Yes Yes Yes Yes No
Neighborhood FE No No No No No Yes

Observations 143768 142296 127974 143864 142296 17360

LPM estimations. c significant at 10%; b significant at 5%; a significant at 1%. Conley (1999) standard errors in parentheses, allowing for
spatial correlation within a 500km radius and for infinite serial correlation. mine > 0 is a dummy taking the value 1 if at least 1 mine is active
in the cell in year t. mines > 0 (ever) is a dummy taking the value 1 if at least 1 mine is recorded in the cell at any point over the 1997-2010
period. mines > 0 (neighbouring cells) is a dummy taking the value 1 if at least 1 mine is recorded in neighbouring cells of degree 1 and 2
in year t. V(Mkt) = 0 means that we consider only cells in which the mine dummy (or dummies in column (3)) takes always the same value
over the period. Column (6) is estimated on a sample containing only mining cells and their immediate neighboring cells. In columns (1) to
(5), ln price main mineral is the World price of the mineral with the highest production over the period (evaluated at 1997 prices) for mining
cells, and zero for non-mining cells. In column (6) ln price main mineral takes the same value for the mining cell and its immediate neighbours.
Estimations (1) and (6) include controls for the average level of mineral World price interacted with the mine dummy.

In column (2), we estimate equation (2) on the sub-sample of cells without mine open-

ing/closing (i.e. V(Mkt) = 0 for a given k). In column (3) we go beyond spatial clustering

of standard errors for addressing spatial dependence in the data. To this purpose we allow for
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Table 5: Minerals price and types of conflict events

(1) (2) (3) (4) (5) (6)
LPM

Sample V(Mkt) = 0 All V(Mkt) = 0 All V(Mkt) = 0 All
Conflict incidence var. Battles Violence against civ. Riots / Protests

ln price × mines > 0 0.016b 0.040a 0.044b

(0.008) (0.014) (0.018)

ln price × mines > 0 (ever) 0.002 0.034a 0.038a

(0.006) (0.010) (0.011)

Country×year FE Yes Yes Yes Yes Yes Yes
Cell FE Yes Yes Yes Yes Yes Yes

Observations 142296 143864 142296 143864 142296 143864

LPM estimations. c significant at 10%; b significant at 5%; a significant at 1%. Conley (1999) standard errors in parentheses, allowing for
spatial correlation within a 500km radius and for infinite serial correlation. mine > 0 is a dummy taking the value 1 if at least 1 mine is active
in the cell in year t. mines > 0 (ever) is a dummy taking the value 1 if at least 1 mine is recorded in the cell at any point over the 1997-2010
period. V(Mkt) = 0 means that we consider only cells in which the mine dummy takes always the same value over the period. ln price main
mineral is the World price of the mineral with the highest production over the period (evaluated at 1997 prices) for mining cells, and zero for
non-mining cells.

display the full set of results by replicating for each category of violent events all specifications of

the baseline Table 2. As shown in Table A.26 for battles, with the exception of column (4), the

coefficient of interest is positive and statistically significant throughout in all columns. Similarly,

Tables A.27 and A.28 replicate the baseline Table 2 for violence against civilians and for riots,

respectively. In both tables the coefficient of interest is statistically significant in 5 out of 6

columns.

5.2 Feasibility and the diffusion of violence

We now focus our empirical analysis on the channel of feasibility. The logic is that rebel

groups, by controlling mining areas, can step up their military capacity and enlarge the scope

of their operations. This can result in spatial diffusion and escalation of the conflict. Rebel

groups do not need to operate the mines themselves; they can also extract rents from mining

areas through bribing/extortion, as discussed earlier.

The main empirical challenge consists in retrieving information on the effective presence and

influence of groups in mining territories. We follow two different approaches. First, we assume

that rebel groups benefit relatively more from the extractive rents of mines that are located in

their ethnic homeland. This has the statistical virtue of leading to a relatively large sample

of mine-group combinations. Still, the match between ethnic affiliation and effective control of

mining rents may not always be fully accurate, as some groups operate far beyond their group

homelands. Hence, we also follow a second approach where we use unique acled information on

battle-induced territorial changes in areas with or without mines. This second approach is more

precise, but is based on a relatively small number of events.

In the following, we extend our dataset in a new dimension, namely the fighting group op-

erating in each grid cell. We restrict our analysis to the 148 rebel groups that are active in our

sample period, ignoring other types of fighting groups. acled considers as rebel groups “political

organizations whose goal is to counter an established national governing regime by violent acts.”
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