
Geography, History and Institutions

�Geography is destiny� Napoleon Bonaparte
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Geography, history, institutions, culture

+

Investment, education, employment, technology adoption

+

Output per worker
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Impacts of Geography on Economic Development

1 Terrain

2 Climate

3 Natural resources
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Terrain

Proximity to sea

Geographical concentration

E¤ects via government
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Figure 15.2 Regional Variation in 
Income and Access to the SeaIncome and Access to the Sea
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Figure 15.3 Core Areas in 
Preindustrial EuropePreindustrial Europe
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Figure 15.4 Core Areas in 
Preindustrial ChinaPreindustrial China
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Climate

Impact on agricultural productivity

Impact on human e¤ort

Impacts on diseases (malaria, yellow fever, sleeping sickness. etc.)
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Figure 15.5 Latitude Versus Agricultural 
GDP per Agricultural WorkerGDP per Agricultural Worker
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Example: Malaria

400 million cases per year ! 1 million deaths

mostly in sub-Saharan Africa

typically implies more than 1 week of incapacitation

long term e¤ects: brain damage, learning disabilities, anemia

2 month infectious period ) more prevalent where mosquitos are
active all year
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Natural Resources

A key source of growth in many countries

But many countries with abundant resources have not gained as much

Example: Nigeria
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Chart 3: Cumulative  Revenues from O il, 1965-2000
(at 1995 Prices)
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Fig. 1. Growth and natural resource abundance 1970}1989.

Fig. 1 shows why regression studies such as Doppelhofer et al. (2000) tend to
"nd robust results. The "gure shows that none of the countries with extremely
abundant natural resources in 1970 grew rapidly for the next 20 years. This fact
holds up using a variety of measures of resource abundance. Moreover, most of
the countries that did grow rapidly during this period started as resource poor,
not resource rich. The exceptions to this general tendency were Malaysia,
Mauritius and Iceland. However, these were the only exceptions and, as one can
see from Fig. 1, they were not strong exceptions.
Although the empirical evidence mentioned above is strong by conventional

standards, we will now discuss a possible way that these results are misleading.
It is possible that the negative association is a by-product of a subtle bias. To see
this, suppose that there was an alternative variable, constant through time, that
a!ected growth. We will call it a country's geography for the purposes of
argument. Suppose also that countries were randomly endowed with natural
resources in a way that was not correlated with their geography. If we let time
pass in such a world, eventually the countries with favorable geographic condi-
tions would have high income, since they would have been growing for a while.
Because of their high income, they would appear to have low shares of natural
resources in the economy } not because they were inherently poor in natural
resources, but because the rest of the economywould have been growing. On the
other hand, the poor-geography countries would still appear to be high-natural
resource economies, since the rest of the economy would not have been growing.
Now suppose we were to measure growth and natural resource as a share of

J.D. Sachs, A.M. Warner / European Economic Review 45 (2001) 827}838 829



Explanations for the �resource curse�

Overconsumption

The �Dutch disease�

Bad government
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Interaction between Geography, History and Institutions
�The Colonial Origins of Comparative Development: An Empirical Investigation� by
Acemoglu, Johnson and Robinson (2001)

Indices of institutional quality are positively correlated with per capita
income

,! but in which direction does the causation run?

Basic Idea: To measure the true impact of institutional di¤erences
on economic performance, we need an exogenous source of variation
in institutions
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Early determinant of current institutions: colonization after 1500

Two broad kinds:

(1) extractive (e.g. the Belgian Congo)

(2) �neo�Europes� (e.g. Australia)

BUT what determined nature of colonization ?

,! settler mortality rates ?

Sierra Leone (1793), Niger expedition (1805)

Pilgrim fathers: US vs. Guyana

convicts: Australia vs. Gambia
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The Theory

(potential) settler mortality (1500)
+

nature of settlement (1600�1800s)
+

quality of early institutions (1900)
+

quality of current institutions
+

current performance
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Measures of Institutional Quality

Current institutional quality ! �average protection against
expropriation�

,! score from 0 to 10 where higher values ) lower expropriation risk

,! International Country Risk Guide (http://www.prsgroup.com/)

Early institutional quality:

,! constraints on the executive in 1900

,! degree of democracy in 1900
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Main Results of statistical analysis:

Impact of settler mortality rates in 1500 can �account for� as much
as 75% of the dispersion in per capita incomes in ex�colonies today

Geography a¤ects development through institutions

Once we control for this eefect the direct impact of geography (e.g.
malaria risk) is not important

,! �... the reason why African countries are poorer is not due to cultural
or geographic factors, but mostly accounted for by the existence of
worse institutions in Africa.�
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�Institutions don�t Rule: Direct E¤ects of Geography on
Per Capita Income,�Je¤ Sachs (2006)

Argues that the lack of a direct e¤ect of geography in AJR (2001) is
due to bad measurement

,! malaria cases reported annually to WHO are tiny fraction of total

Sachs introduces a Malaria Ecology (ME) index which combines

,! temperature (parasite evolution requires high temperatures)

,! rainfall (pools of water promote breeding)

,! % of human-biting mosquitos (e.g. anopheles species)

Both the quality of institutions and ME index are �statistically
signi�cant�

Sachs�conclusion: �the development process re�ects a complex
interaction of institutions and geography.�
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