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TABLE 2—OLS REGRESSIONS

Whole Base Whole Whole Base Base Whole Base
world sample world world sample sample world sample
1) (2) (3) 4) (5) (6) (7 (8)

Dependent variable
is log output per

Dependent variable is log GDP per capita in 1995 worker in 1988

Average protection 0.54 0.52 0.47 0.43 0.47 0.41 0.45 0.46
against expropriation (0.04) (0.06) (0.06) (0.05) (0.06) (0.06) (0.04) (0.06)
risk, 1985-1995

Latitude 0.89 0.37 1.60 0.92

(0.49) (0.51) (0.70) (0.63)
Asia dummy —0.62 —0.60
(0.19) (0.23)
Africa dummy —1.00 —0.90
(0.15) (0.17)
“Other” continent dummy -0.25 —-0.04
(0.20) (0.32)
R? 0.62 0.54 0.63 0.73 0.56 0.69 0.55 0.49
Number of observations 110 64 110 110 64 64 108 61

Notes: Dependent variable: columns (1)—(6), log GDP per capita (PPP basis) in 1995, current prices (from the World Bank’s
World Development Indicators 1999); columns (7)~(8), log output per worker in 1988 from Hall and Jones (1999). Average
protection against expropriation risk is measured on a scale from O to 10, where a higher score means more protection against
expropriation, averaged over 1985 to 1995, from Political Risk Services. Standard errors are in parentheses. In regressions
with continent dummies, the dummy for America is omitted. See Appendix Table A1 for more detailed variable definitions
and sources. Of the countries in our base sample, Hall and Jones do not report output per worker in the Bahamas, Ethiopia,
and Vietnam.
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TABLE 3—DETERMINANTS OF INSTITUTIONS

(1) (2) (3) (4) (3) (6) (7 (8) 9 (10)

Panel A Dependent Variable Is Average Protection Against Expropriation Risk in 1985-1995
Constraint on executive in 0.32 0.26
1900 (0.08) (0.09)
Democracy in 1900 0.24 0.21
(0.06) (0.07)
Constraint on executive in first 025 0.22
year of independence (0.08) (0.08)
European settlements in 1900 3.20 3.00
(0.61) (0.78)
Log European settler mortality —-0.61 —0.51
0.13)  (0.14)
Latitude 2.20 1.60 2770 0.58 2.00
(1.40) (1.50) (1.40) (1.51) (1.34)
R? 0.2 0.23 0.24 025 019 024 0.3 0.3 0.27 03
Number of observations 63 63 62 62 63 63 66 66 64 64
Dependent
Variable Is
European
Dependent Variable Is Constraint Dependent Variable Is Settlements in
Panel B on Executive in 1900 Democracy in 1900 1900
European settlements in 1900 550 540 8.60 8.10
(0.73) (0.93) (0.90) (1.20)
Log European settler mortality —-0.82 —0.65 -1.22 -0.88 -0.11 -0.07
(0.17)  (0.18) (0.24) (025 (0.02) (0.02)
Latitude 0.33 3.60 1.60 7.60 0.87
(1.80) (1.700 (2.30) (2.40) (0.19)
R? 046 046 0.25 029 057 057 0.28 0.37 0.31 0.47
Number of observations 70 70 75 75 67 67 68 68 73 73

Notes: All regressions are OLS. Standard errors are in parentheses. Regressions with constraint on executive in first year of
independence also include years since independence as a regressor, Average protection against expropriation risk is on a scale
from O to 10, where a higher score means more protection against expropriation of private investment by government,
averaged over 1985 to 1995, Constraint on executive in 1900 is on a scale from 1 to 7, with a higher score indicating more
constraints. Democracy in 1900 is on a scale from 0 to 10, with a higher score indicating more democracy. European
settlements is percent of population that was European or of European descent in 1900. See Appendix Table Al for more
detailed variable definitions and sources.
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TasLE 4—IV REGRESSIONS OF LoG GDP pER CAPITA

Base
Base Base sample,
Base Base sample sample  dependent
Base sample  Base sample  sample  sample with with variable is
Base Base without without without without continent continent log output
sample sample Neo-Europes MNeo-Europes Africa  Africa  dummies dummies per worker
(1) (2) (3) (4) (5) (6) ) (8) (9)
Panel A: Two-Stage Least Squares
Average protection against 0.94 1.00 1.28 1.21 0.58 0.58 0.98 1.10 0.98
expropriation risk 1985-1995  (0.16)  (0.22) (0.36) (0.35) (0,100 (0.12) (0.30) (0.46) (0.17)
Latitude —0.65 0.94 0.04 -1.20
(1.34) (1.46) (0.84) (1.8)
Asia dummy =0.92 =1.10
(0.40) (0.52)
Africa dummy —0.46 —0.44
(0.36) (0.42)
“Other” continent dummy -0.94 -0.99
(0.85) (L.0)
Panel B: First Stage for Average Protection Against Expropriation Risk in 1985-1995
Log European settler mortality  —0.61  —0.51 -0.39 -0.39 -1.20 —-L10 —043 -0.34 —0.63
(0.13)  (0.14) (0.13) (0.14) 0.22)  (0.24) (0.17) (0.18) (0.13)
Latitude 2.00 -0.11 0.99 2.00
(1.34) (1.50) (1.43) (1.40)
Asia dummy 0.33 0.47
(0.49) (0.50)
Africa dummy -0.27 -0.26
(0.41) (0.41)
“Other” continent dummy 1.24 1.1
(0.84) (0.84)
R* 027 0.30 0.13 0.13 0.47 0.47 0.30 0.33 0.28
Panel C: Ordinary Least Squares
Average protection against 0.52 0.47 0.49 0.47 0.48 0.47 0.42 0.40 0.46
expropriation risk 1985-1995  (0.06)  (0.06) {0.08) (0.07) (0.07y  (0.07) (0.06) (0.06) (0.06)
Number of observations 64 64 60 60 37 37 64 64 61

Notes: The dependent variable in columns (1)~(8) is log GDP per capita in 1995, PPP basis. The dependent variable in column (9) is log output
per worker, from Hall and Jones (1999). “Average protection against expropriation risk 1985-1995" is measured on a scale from 0 to 10, where
a higher score means more protection against risk of expropriation of investment by the government, from Political Risk Services. Panel A
reports the two-stage least-squares estimates, instrumenting for protection against expropriation risk using log settler mortality; Panel B reports
the corresponding first stage. Panel C reports the coefficient from an OLS regression of the dependent variable against average protection against
expropriation risk. Standard errors are in parentheses. In regressions with continent dummies, the dummy for America is omitted. See Appendix
Table Al for more detailed variable descriptions and sources.
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TABLE 8—QVERIDENTIFICATION TESTS

Base Base Base Base Base Base Base Base Base Base
sample sample sample sample sample sample sample sample sample sample
(1 2) (3) @) (5) (6) M (8) &) (10)
Panel A: Two-Stage Least Squares
Average protection against expropriation 0.87 0.92 0.71 0.68 0.72 0.69 0.60 0.61 0.55 0.56
risk, 1985-1995 (0.14) (0200 (0.15) (0.20) (0.14) (0.19) (0.14) (0.17) (0.12) (0.14)
Latitude =0.47 =0.34 0.31 -041 —0.16
(1.20) (1.10) (1.05) (0.92) (0.81)
Panel B: First Stage for Average Protection Against Expropriation Risk
European settlements in 1900 3.20 2.90
(0.62)  (0.83)
Constraint on executive in 1900 0.32 0.26
0.08) (0.09
Democracy in 1900 0.24 0.20
(0.06)  (0.07)
Constraint on executive in first year of 0.25 0.22
independence (0.08) (0.08)
Democracy in first year of independence 0.19 0.17
(0.05)  (0.05)
Rr? 0.30 0.30 0.20 0.24 0.24 0.26 0.19 0.25 0.26 030
Panel C: Results from Overidentification Test
p-value (from chi-squared test) [0.67] [0.96] [0.09] [0.200 [0.11] [0.28] [0.67] [0.79] [0.22] [0.26]
Panel D: Second Stage with Log Mortality as Exogenous Variable
Average protection against expropriation 0.81 0.88 0.45 0.42 0.52 0.48 0.49 0.49 0.4 041
risk, 1985-1995 (0.23) (0.30) (0.25) (0.30) (0.23) (0.28) (0.23) (0.25) (0.18) (0.19)
Log European settler mortality =007 =005 =025 =026 -021 =022 =014 =014 =019 =019
(0.17)  (0.18) (0.16) (0.17) (0.15) (0.16) (0.16) (0.15) (0.13) (0.12)
Latitude -0.52 0.38 0.28 —0.38 -0.17
(1.15) (0.89) (0.86) (0.84) (0.73)

Nores: Panel A reports the two-stage least-squares estimates with log GDP per capita (PPP basis) in 1995 as the dependent variable, and Panel
B reports the corresponding first stage (latitude is included in even-numbered columns but is never significant and not reported here to save
space). Panel C reports the p-value for the null hypothesis that the coefficient on average protection against expropriation risk in the
second-stage regression (i.e., Panel A) is the same as when instrumented using log mortality of settlers in addition to the indicated instruments.
Panel D reports results from the regression in which log mortality is included as an exogenous variable and current institutions are instrumented
using the alternative instrument indicated. Standard errors are in parentheses, All regressions with constraint on executive and democracy in
first year of independence also include years since independence as a regressor. All regressions have 60 observations, except those with
democracy in 1900 which have 59 observations and those with European settlements in 1900 which have 63 observations.



