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The “resource curse” is the view that countries with abundant natural
resources suffer from a host of maladies, including weak state capacity,
authoritarianism, the underprovision of public goods, and corruption and
economic stagnation. This book debunks this view, arguing that there is an
“institutions curse” rather than a resource curse. Legacies endemic to the
developing world have impelled many countries to develop natural
resources as a default sector in lieu of cultivating modern and diversified
economies, and bad institutions have also condemned nations to suffer
from ills unduly attributed to minerals and oil. Victor Menaldo also argues
that natural resources can actually play an integral role in stimulating state
capacity, capitalism, industrialization, and democracy, even if resources
are themselves often a symptom of underdevelopment. Despite being
cursed by their institutions, weak states are blessed by their resources:
greater oil means more development, both historically and across
countries today.

VICTOR MENALDO is Associate Professor of Political Science at the
University of Washington and an affiliated faculty of the Center for
Statistics and the Social Sciences, Near and Middle Eastern Studies, and
the Center for Environmental Politics.

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107138605
www.cambridge.org

Cambridge University Press
978-1-107-13860-5 — The Institutions Curse
Victor Menaldo

Frontmatter

More Information

Business and Public Policy

Series editor

ASEEM PRAKASH, University of Washington

Series board

Vinod K. Aggarwal, University of California, Berkeley
Tanja A. Borzel, Freie Universitit Berlin

David Coen, University College London

Peter Gourevitch, University of California, San Diego
Neil Gunningham, The Australian National University
Witold ]J. Henisz, University of Pennsylvania

Adrienne Héritier, European University Institute
Chung-in Moon, Yonsei University

Sarah A. Soule, Stanford University

David Vogel, University of California, Berkeley

This series aims to play a pioneering role in shaping the emerging field
of business and public policy. Business and Public Policy focuses on
two central questions. First, how does public policy influence business
strategy, operations, organization, and governance, and with what
consequences for both business and society? Second, how do
businesses themselves influence policy institutions, policy processes,
and other policy actors and with what outcomes?

Other books in the series

TIMOTHY WERNER, Public Forces and Private Politics in American
Big Business

HEVINA S. DASHWOOD, The Rise of Global Corporate Social
Responsibility: Mining and the Spread of Global Norms

LLEWELYN HUGHES, Globalizing Oil: Firms and Oil Market
Governance in France, Japan, and the United States

EDWARD T. WALKER, Grassroots for Hire: Public Affairs Consultants
in American Democracy

CHRISTIAN R. THAUER, The Managerial Sources of Corporate
Social Responsibility: The Spread of Global Standards

KIYOTERU TSUTSUI & ALWYN LIM (Editors), Corporate Social
Responsibility in a Globalizing World

ASEEMA SINHA, Globalizing India: How Global Rules and Markets
are Shaping India’s Rise to Power

© in this web service Cambridge University Press

www.cambridge.org



www.cambridge.org/9781107138605
www.cambridge.org

Cambridge University Press
978-1-107-13860-5 — The Institutions Curse
Victor Menaldo

Frontmatter

More Information

The Institutions Curse

Natural Resources, Politics,
and Development

VICTOR MENALDO
University of Washington

B CAMBRIDGE

UNIVERSITY PRESS

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107138605
www.cambridge.org

Cambridge University Press
978-1-107-13860-5 — The Institutions Curse
Victor Menaldo

Frontmatter

More Information

CAMBRIDGE
UNIVERSITY PRESS

University Printing House, Cambridge CB2 8BS, United Kingdom

Cambridge University Press is part of the University of Cambridge.

It furthers the University’s mission by disseminating knowledge in the pursuit of
education, learning and research at the highest international levels of excellence.

www.cambridge.org
Information on this title: www.cambridge.org/9781316503362

© Victor Menaldo 2016

This publication is in copyright. Subject to statutory exception
and to the provisions of relevant collective licensing agreements,
no reproduction of any part may take place without the written
permission of Cambridge University Press.

First published 2016
Printed in the United Kingdom by Clays, St Ives plc

A catalogue record for this publication is available from the British Library

Library of Congress Cataloging-in-Publication data
Menaldo, Victor, 1977- author.

The institutions curse : natural resources, politics, and development / Victor

Menaldo, University of Washington.
Cambridge, U.K. ; New York : Cambridge University Press, 2016.
LCCN 2016010374 | ISBN 9781107138605 (hardback)

LCSH: Economic development — Developing countries. | Institution building —
Developing countries. | Natural resources — Developing countries. | Developing
countries — Politics and government. | BISAC: POLITICAL SCIENCE / Economic

Conditions.
LCC HC59.7 .M435 2016 | DDC 338.9009172/4-dc23
LC record available at https://lccn.loc.gov/2016010374

ISBN 978-1-107-13860-5 Hardback
ISBN 978-1-316-50336-2 Paperback

Cambridge University Press has no responsibility for the persistence or accuracy of
URLs for external or third-party internet websites referred to in this publication,
and does not guarantee that any content on such websites is, or will remain,

accurate or appropriate.

© in this web service Cambridge University Press

www.cambridge.org



www.cambridge.org/9781107138605
www.cambridge.org

CAMBRIDGE

Cambridge University Press
978-1-107-13860-5 — The Institutions Curse
Victor Menaldo

Frontmatter

More Information

For my parents

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107138605
www.cambridge.org

Cambridge University Press
978-1-107-13860-5 — The Institutions Curse
Victor Menaldo

Frontmatter

More Information

Contents

List of figures

List of maps

List of tables

Acknowledgments

1 Introduction

2 Three puzzles and some building blocks

3 Intellectual heritage of the institutions curse view
4 The institutions curse theory

5 Not manna from heaven after all: the endogeneity of oil
6 The resource blessing

7 Oil curse or monarchical exceptionalism?

8 Conclusions

References

Author index
Subject index

page viii
X
x1

xil

25
43
77
131
237
295
349

364
391
392

vil

© in this web service Cambridge University Press

www.cambridge.org



www.cambridge.org/9781107138605
www.cambridge.org

Cambridge University Press
978-1-107-13860-5 — The Institutions Curse
Victor Menaldo

Frontmatter

More Information

Figures

2.1 Economic reliance on coal and industrial metals

in 1900, select countries page 28
2.2 Economic reliance on natural resource income for the

settler colonies 29
2.3 United States’ income taxation 31
4.1 The relationship between wheat and moderately sized

farms 106
4.2 The relationship between moderately sized farms and

income equality 107
4.3 The relationship between moderately sized farms and

institutional quality 108
5.1 Divergence between expected oil extraction and oil

endowments for oil producers 132
5.2 Azerbaijan’s Historical Oil Production 184
5.3 Azerbaijan’s oil depletion rate 200
5.4 Cumulative global wildcats and the oil price 208
5.5 Wildcats in European countries (and Canada) 209
5.6 Wildcats in Latin America 209
5.7 Wildcats in Africa, the Middle East, and Asia 210
6.1 Collapse of Mexican silver mining after independence 247
6.2 Poverty and Mexican governments’ attempts to levy

indirect taxation 249
6.3 Mexican trade per capita from independence to the

Mexican revolution 252
6.4 Export taxation in Argentina over the twentieth century 254
6.5 Direct taxation in Mexico during the twentieth century 255
6.6 Mexico’s fiscal reliance on natural resource revenues 255
6.7 Mexico’s natural resource income 256
6.8 Railway construction in Mexico and Central America 257
6.9 Railway construction in the Andean region 257

viii

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107138605
www.cambridge.org

Cambridge University Press
978-1-107-13860-5 — The Institutions Curse
Victor Menaldo

Frontmatter

More Information

List of figures

6.10
6.11

6.12
6.13
6.14
6.15

6.16
6.17
6.18
6.19

7.1

7.2
7.3

7.4

7.5
7.6
7.7

7.8
7.9
7.10
7.11

7.12

7.13

7.14

7.15
7.16

Railway construction in South America

Latin American natural resources during the twentieth
century

Mexican domestic capital base, twentieth century
Mexican industrialization, twentieth century

Mexico’s economic development

Regime type in Latin America by resource reliance over
the long run

Regime type over the long run in Mexico

Direct taxes and the oil price for resource-reliant countries
Direct taxes by resource reliance

Comparing measures of non-oil revenues

The between and within regional variation in Fuel Income
in 2006

The variation in Fuel Income in the MENA in 2006
Percentage of countries experiencing revolution in the
MENA, 1950-2006

Revolutions in the MENA against Fuel Income,
1950-2006

Revolutionary avoidance rate of MENA countries by oil
Revolutions in the MENA by regime type, 1950-2006
Revolutionary avoidance rate of MENA countries by
regime type

Tribalism and average precipitation in the MENA A
Tribalism and average precipitation in the MENA B
Tribalism and average precipitation in the MENA C
Nomadism and agricultural suitability among MENA
ethnic groups

Pastoralism and agricultural suitability among MENA
ethnic groups

Tribalism and agricultural suitability among MENA
ethnic groups

Precipitation in MENA countries, by regime type
Tribalism in MENA countries, by regime type
Contemporary tribalism against historical tribalism

X

258

260
261
262
262

266
267
273
273
275

300
301

302

304
308
319

320
328
329
330

340
340
341
345

346
346

© in this web service Cambridge University Press

www.cambridge.org



www.cambridge.org/9781107138605
www.cambridge.org

Cambridge University Press
978-1-107-13860-5 — The Institutions Curse

Victor Menaldo
Frontmatter
More Information

Maps

4.1
4.2
5.1
5.2
5.3
5.4
5.5
5.6
5.7
5.8

Rainfall across the globe 102
Wheat-growing vs. sugar-growing regions of the world 105
Total fuel production per capita in 1900 145
Total fuel production per capita in 1920 146
Total fuel production per capita in 1940 147
Total fuel production per capita in 1960 148
Total fuel production per capita in 1980 149
Total fuel production per capita in 2000 150
Total fuel production per capita in 2006 151
Total proven reserves in 2006 152

© in this web service Cambridge University Press

www.cambridge.org



www.cambridge.org/9781107138605
www.cambridge.org

Cambridge University Press
978-1-107-13860-5 — The Institutions Curse
Victor Menaldo

Frontmatter

More Information

Tables

5.1 First year of commercial oil production for all countries

in the world page 143

5.2 National oil companies around the world and
dates created

5.3 Static fixed effects regressions with different oil measures
as the dependent variable

5.4 Instrumental variables two state least squares regressions
for various oil measures

6.1 Mexican government revenues: colonialism vs. aftermath
of independence

6.2 Panel regressions on the determinants of non-resource
taxes

6.3 Instrumental variables two state least squares regressions

7.1 Determinants of revolution and institutional quality
in the MENA

7.2 Determinants of investments in human capital and
economic growth in the MENA

7.3 Ethnic groups in the MENA and their economic, social,
and political traits

156

222

230

245

282
290

306

323

333

X1

© in this web service Cambridge University Press

www.cambridge.org



www.cambridge.org/9781107138605
www.cambridge.org

Cambridge University Press
978-1-107-13860-5 — The Institutions Curse
Victor Menaldo

Frontmatter

More Information

Acknowledgments

I would like to take this opportunity to pay homage to many of my
teachers, mentors, and fellow researchers, as well as my parents. It might
be cliché to say this, but this book is in many respects a conduit; it
conveys many insights and ideas I have picked up along the way.

I owe a special debt of gratitude to Stephen Haber. He was a superb
advisor and mentor to me in graduate school, has been really fun to work
with as a coauthor, and is a good friend. His work on the political
economy of finance, industrialization, natural resources, democracy,
and authoritarianism has profoundly shaped my own views; they made
an indelible mark on this book. Most concretely, the first half of
Chapter 4, on the institutions curse and institutions blessing, is
inspired by much of his work and the work of his coauthors. And
the second half of that chapter, on institutional origins, draws very
closely on joint work with Steve on the relationship between rainfall
and democracy. There, we first deployed the data on factor endowments
that I used in Chapters 4 and 5. I thank both him and Roy Ellis for their
lead role in conceptualizing and constructing that data, as well as some
of the tribalism indexes used in Chapter 7.

I have also drawn on other coauthored works throughout the book.
Chapters 2, 3, and 6 build on two papers co-written with Steve; “A
Reevaluation of the Resource Curse: Does Oil Fuel Authoritarianism?”
and “Natural Resources in Latin America: Neither Curse Nor Blessing.”
Chapters 3 and 4 draw on several papers co-written with Michael
Albertus. These include “Dictators as Founding Fathers: The Role of
Constitutions in Autocracies” and “If You’re Against Them You’re With
Us: The Effect of Expropriation on Autocratic Survival.”

T also benefited greatly from several conferences. During presentations
and conversations at those conferences, I learned a lot from several
experts working in the energy industry. Two conferences stand out.
The first, hosted by the RAND Corporation in Washington, D.C., in
which I presented an earlier version of Chapter 5, exposed me to very

xii

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107138605
www.cambridge.org

Cambridge University Press
978-1-107-13860-5 — The Institutions Curse
Victor Menaldo

Frontmatter

More Information

Acknowledgments xiii

insightful knowledge about the hydrocarbon industry. In particular,
Chris Perry, Energy Analyst at the U.S. Defense Intelligence Agency and
Mohamed Badissy, at the Office of the General Counsel at the U.S.
Department of Commerce, provided me with a welter of helpful
information. The second was sponsored by Anand Rajaram, at the
World Bank. Along with Paasha Mahdavi, I helped to organize this
conference and presented several topics from the book. I owe Paasha, in
particular, a debt of gratitude. As we jointly prepared for the conference,
I learned a lot of great stuff from him about national oil companies and
other aspects of the global oil industry. After the conference, he continued
to provide me with helpful feedback on the book itself.

There are many others I am grateful to. For providing comments on
different aspects of the book during conferences, or during
presentations, or electronically, I would like to thank Chris Adolph,
Yuen Yuen Ang, Jim Caporaso, Alexander Cooley, Thad Dunning, Jeff
Frankel, Ellis Goldberg, Benjamin Graham, Daniel Hirsty, Jean
Lachapelle, David Laitin, Margaret Levi, James Long, Pauline Jones
Luong, Kai Kaiser, Edgar Kiser, Francisco Flores-Macias, Edward
Maleski, Nimah Mazaheri, Joel Migdal, Francisco Monaldi, Kevin
Morrison, Gerardo Munck, Paul Musgrave, Jeff Nugent, Jack Paine,
Maggie Peters, Steve Pfaff, Brian Rathbun, William Reno, Michael Ross,
Daniel Slater, Lucan Way, Jessica Weeks, Erik Wibbles, Joe Wright, and
Dwayne Woods. I also thank Jesse Carah, Jennifer Noveck, and Nora
Webb Williams for invaluable research assistance. Nora and Kendra
Dupuy read earlier drafts of the book and provided valuable feedback.
This helped me to greatly improve the manuscript. Finally, I would like
to thank Kevin Tsui for sharing his datasets with me.

I would also like to thank my parents. My father rose from nothing
to become a petroleum engineer. He always wanted me to follow in his
footsteps; I was never particularly good at chemistry, and hope this
book comes close enough to satisfying that dream. My mother, who
does not have a college degree, raised four boys, all the while helping
my dad sell goods and services from our dining room to oilfield service
companies and refineries. I learned a lot about the oil industry, and how
politics actually works, from both of them — most of it through osmosis.

Finally, I would like to thank my wife, Nicola, and son, Sebastian.
Without them, and their love, none of the sacrifices associated with
writing this book would have been worth it. Believe me!

© in this web service Cambridge University Press www.cambridge.org



www.cambridge.org/9781107138605
www.cambridge.org

