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Lecture 3: Economics 270c

• Lecturer: Prof. Ted Miguel
Email: emiguel@econ.berkeley.edu
Office hours: Mondays 9-11am, Evans 647

• Course assistant: Jonas Hjort (hjort@econ.berkeley.edu)
Extra sections: Friday 3:30-5pm, Evans 639?
Extra office hours: To be arranged with Jonas
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Macroeconomic growth empirics
Lecture 1: Global patterns of economic growth and development (1/20)
Lecture 2: Inequality and growth (1/27)
The political economy of development
Lecture 3: History and institutions (2/3)
Lecture 4: Corruption (2/10)
Lecture 5: Patronage politics (2/17)
Lecture 6: Democracy and development (2/24)
Lecture 7: Economic Theories of Conflict (3/3) – Guest lecture by Gerard Padro
Lecture 8: War and Economic Development (3/10)
Human resources
Lecture 9: Human capital and income growth (3/17)
Lecture 10: Increasing human capital (3/31)
Lecture 11: Labor markets and migration (4/7)
Lecture 12: Health and nutrition (4/14)
Lecture 13: The demand for health (4/21)
Other topics
Lecture 14: Environment and development (4/28)
Lecture 15: Resource allocation and firm productivity (5/5)
Additional topics for the development economics field exam
-- Ethnic and social divisions
-- The Economics of HIV/AIDS
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• Prerequisites: Graduate microeconomics, econometrics

• Grading:
Four referee reports – 40%

First referee report due in class today, Feb. 3, 2009
Second referee report due in two weeks, Feb. 17, 2009

Two problem sets – 20%
Research proposal – 30%
Class participation – 10%
No final exam

• All readings are available online (see syllabus)

• Additional references on syllabus
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(1) Historical explanations for economic development
(2) Bockstette et al (2003)
(3) Acemoglu, Johnson, and Robinson (2001)
(4) Albouy (2008)

Lecture 3 outline
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• Cross-country empirical growth research is plagued by 
problems of endogeneity, omitted variables

(1) History and economic growth
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• Cross-country empirical growth research is plagued by 
problems of endogeneity, omitted variables

• Historical data is attractive because it is at least not 
subject to reverse causality

• However, the results are often subject to multiple 
plausible interpretations since it is hard to pin down 
exact channels
-- Historical data often suffers from small samples

(1) History and economic growth
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• “When it comes to explaining differences in both recent 
economic growth rates and attained levels of economic 
development, it is clear that history does matter” (p. 365)

• Greater “state antiquity” is associated with faster 
economic growth, higher income in the 20th century
E.g., China (or Italy) vs. Zambia (or Papua New Guinea)

(2) Bockstette et al (2003, JEG)
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• “When it comes to explaining differences in both recent 
economic growth rates and attained levels of economic 
development, it is clear that history does matter” (p. 365)

• Greater “state antiquity” is associated with faster 
economic growth, higher income in the 20th century
E.g., China (or Italy) vs. Zambia (or Papua New Guinea)

• Why?
(1) Experienced administrators
(2) Popular attitudes supporting the state (legitimacy)
(3) Common language, identity (e.g., China, England)

(2) Bockstette et al (2003, JEG)
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• The index of state antiquity is compiled from historical 
sources, along several dimensions:
(i) Was the government at the tribal level (q1=0) or above 
the tribal level (q1=1) during the period?

(2) Bockstette et al (2003, JEG)
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or mixed (q2=0.75) during the period?

(2) Bockstette et al (2003, JEG)
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• The index of state antiquity is compiled from historical 
sources, along several dimensions:
(i) Was the government at the tribal level (q1=0) or above 
the tribal level (q1=1) during the period?
(ii) Was the ruling authority local (q2=1), foreign (q2=0.5), 
or mixed (q2=0.75) during the period?
(iii) Did the authority control at least 50% of the current 
national territory (q3=1), 25-50% of territory (q3=0.75), 
10-25% of territory (q3=0.5), or less than 10% (q3=0.3)?

• The measure of state strength over each 50 year period t
since 1 A.D. for country i is q1,it * q2,it * q3,it

(2) Bockstette et al (2003, JEG)
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• The overall national index of state antiquity is then:

(2) Bockstette et al (2003, JEG)
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• The overall national index of state antiquity is then:

• StatehistCHINA = 1
• StatehistZAMBIA = 0.066

• What about different national regions with different 
histories? What about settler colonies? How complete is 
the historical record? Etc.

(2) Bockstette et al (2003, JEG)
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• Some general points can be made about studies that 
use historical patterns as explanatory variables:
1. Constructing historical measures is time-consuming 
and difficult, and has many potential pitfalls

(2) More general lessons
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and difficult, and has many potential pitfalls
2. Even if a historical variable is exogenous, it may still 
not be “random”, so correlation need not imply causation
3. Interpretation of reduced form historical relationships 
is often difficult, with multiple competing theories 
(Institutions versus “culture”? Bureaucracies or common 
language/identity?)

(2) More general lessons
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• Some general points can be made about studies that 
use historical patterns as explanatory variables:
1. Constructing historical measures is time-consuming 
and difficult, and has many potential pitfalls
2. Even if a historical variable is exogenous, it may still 
not be “random”, so correlation need not imply causation
3. Interpretation of reduced form historical relationships 
is often difficult, with multiple competing theories 
(Institutions versus “culture”? Bureaucracies or common 
language/identity?)
4. The policy implications of these studies are unclear

(2) More general lessons
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• The most cited recent development economics article: 
2508 citations on Google Scholar already
-- In contrast David Card’s famous 1999 Handbook of 
Labor Economics chapter on the returns to schooling 
has been cited “only” 1288 times

• AJR is held up as strong evidence that “institutions 
matter” for long-run economic development performance

(3) Acemoglu et al (2001, AER)
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• The authors construct a novel historical data series on 
“settler mortality” during the colonial period (based 
largely on the historical research of Philip D. Curtin and 
Hector Gutierrez)

(3) Acemoglu et al (2001, AER)
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• The authors construct a novel historical data series on 
“settler mortality” during the colonial period (based 
largely on the historical research of Philip D. Curtin and 
Hector Gutierrez)

• Where European settlement was possible, imperial 
powers set up “better” institutions (“Neo-Europes”, e.g., 
the U.S.) than in places where settlement was 
impossible for health reasons. In those areas “extractive 
institutions” were established (e.g., the Belgian Congo)

• If historical institutions are persistent (a la Bockstette et 
al 2003), then this could have long-run consequences

(3) Acemoglu et al (2001, AER)
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Tropical disease environment (Gallup and Sachs 2001)
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Human capital (Glaeser et al 2004)
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• The key endogenous variable is “current institutions”. On 
p. 1370: “Since our focus is on property rights and 
checks against government power, we use the protection 
against risk of expropriation index from Political Risk 
Services as a proxy for institutions.”

• An IV approach is necessary: protection of property 
rights could be driven by current income (rather than vice 
versa), or some other factor could drive both income and 
property rights protection

(3) Acemoglu et al (2001, AER)
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Note: this is how AJR conceptualize the 
relationships theoretically but they do 
not actually estimate these equations
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• Raises concerns about the construction of the settler 
mortality series

• This weakens the first stage considerably, casting doubt 
on the entire empirical IV strategy. Confidence intervals 
increase dramatically

(4) Albouy (2008)
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• Raises concerns about the construction of the settler 
mortality series

• This weakens the first stage considerably, casting doubt 
on the entire empirical IV strategy. Confidence intervals 
increase dramatically

• There are several potential problems in the AJR series, 
including simple inconsistencies (in using their own 
sources using their own algorithm), selective use of 
barracks vs. campaign mortality, questionable attribution 
of mortality rates to other regional countries

• They also do not cluster disturbance terms correctly 
when the same mortality figure is used for multiple 
countries (total number of mortality figures=28 countries)

(4) Albouy (2008)
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Whiteboard #1
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Whiteboard #2
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Whiteboard #3
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Whiteboard #4
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Whiteboard #5
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