
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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 FIGURE 1. SAVIMBI'S DEATH

 and for a longer symmetric one (-3, +3). For the
 Angolan portfolio, the rank and sign test statis-
 tics are always negative, consistent with the pat-
 tern of negative abnormal returns experienced
 by the Angolan portfolio in correspondence
 to the event. Out of eight tests, in seven cases
 the test statistics exceed two and we reject the
 null at the 5 percent level. In one case, i.e., the
 sign test for the (0, +1) event window, the two-
 tailed p-value is 0.16. For the control portfolio,
 on the other hand, the test statistics are always
 positive, but the results indicate an effect that
 is not statistically different from zero (with the
 exception of the sign test using raw returns for
 the window (0, +1), where the effect is positive

 and significant). In any event, for all windows
 and all types of returns, the difference between
 the control and the Angolan portfolio is posi-
 tive and statistically significant at the 5 percent
 level, indicating a significant negative reaction
 of Angolan companies relative to the compari-
 son group.

 To corroborate our finding, we look inside
 the Angolan portfolio to see if companies with
 greater involvement in Angola were particularly
 hit by the event. For this purpose, we collected
 a breakdown of each company's assets and we
 constructed the variable AssetShare, equal to the
 ratio of assets located in Angola over total com-
 pany assets at the time of Savimbi's death. If we
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 TABLE 1-TESTING THE IMPACT OF SAVIMBI'S DEATH

 ANGOLAN portfolio CONTROL portfolio

 Event Rank p-value Sign p-value Rank p-value Sign p-value
 window statistic two-tailed statistic two-tailed statistic two-tailed statistic two-tailed

 Differencea
 rank test

 p-value
 one-tailed

 Abnormal returns

 (-0, +1) -3.065 0.002 -1.414 0.157 0.506 0.613 0.000 1.000 0.043
 (-3, +3) -2.430 0.015 -6.584 0.000 0.299 0.765 1.000 0.317 0.000
 Raw returns

 (-0, +1) -2.020 0.043 -2.554 0.011 0.592 0.554 3.000 0.003 0.041
 (-3, +3) -2.711 0.007 -2.000 0.046 0.409 0.682 1.000 0.317 0.021

 a Test of the null that the "Control" mean minus the "Angolan" mean is zero, against the alternative that it is positive.

 compute the abnormal return of individual com-

 panies, ARi, on February 22 and regress it on the
 asset share variable, we obtain the following:

 ARi = -0.01 -0.24** AssetSharei,
 (0.015) (0.088)

 where numbers in parentheses are standard errors
 and the adjusted R2 is 0.52. To check for the pos-
 sibility that this may be a spurious relationship,
 we conducted a "placebo" experiment by ran-
 domly selecting 50 nonevent days and running
 the same regression.9 None of the coefficients of
 the AssetShare variable was significant at the 5
 percent level. Although these estimates should
 be viewed with caution due to the small number

 of observations, they do suggest that the reaction
 of stock prices to Savimbi's death had to do with
 the companies' involvement in Angola.

 B. Can War Be Good for
 Incumbent Companies?

 How can we explain the apparently paradoxi-
 cal reaction of investors to the end of the conflict?

 Our interpretation is that the positive effects of the
 resolution of uncertainty were counterbalanced
 by the expectation that the newly acquired sta-
 bility of the government would shrink the profit
 margins of the companies already holding con-
 cessions. This could occur for several reasons.

 The first, and most obvious, is an increase in
 the competition faced by incumbent firms due to
 the potential entry of new firms. The presence
 of a civil war limits participation in the private
 sector to firms that can work in high-risk envi-
 ronments. This involves a number of aspects,
 including the willingness/ability to contract pri-
 vate security firms and strike deals with local
 armed forces, as well as the capability to sus-
 tain increased production costs due to the fact
 that road transportation becomes insecure and
 supplies may have to be brought in by air. One
 could therefore conceive that after the end of the

 war many more companies could afford or be
 willing to enter the Angolan mining sector, and
 this would limit the prospects for incumbents in
 acquiring new concessions. Judging from what
 happened ex post, this may not have been the
 sole explanation. Industry sources suggest that
 between February 2002 and today most incum-
 bents reinforced, if anything, their position
 in the Angolan mining sector.'0 Even if there
 was no turnover in those holding concessions,
 however, the potential entry of other firms
 is likely to have shrunk the profit margins of

 9 These 50 dates were randomly drawn from the full
 sample after excluding days in which salient events related
 to the conflict or to diamond mining in Angola occurred.
 In particular, the dates excluded are the same used for the
 construction of event-type dummies in Section IVD below.

 10 During 2002, Endiama established ajoint venture with
 SouthernEra (in our portfolio) and the Israeli-owned Welox
 to develop the Camafuca kimberlite pipe. As for later years,
 according to a Mining Annual Review 2004 article by Paul
 Crankshaw, the three projects in which new production was
 to be expected were in Fucauma-Luarica, Alto Cuilo, and
 on the Chicapa River. The foreign partners in these projects
 were, respectively, TransHex, Petra Diamonds, and Alrosa,
 and all three were already present in Angola throughout
 our sample period. Overall, the largest player in the market
 was and remains an Israeli diamantaire, Lev Leviev, who
 in 2000 had already acquired the right to market the entire
 Angolan production through Ascorp.
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 TABLE 2-ABNORMAL RETURNS AND DIFFERENT TYPES OF EVENTS

 Angolan Control Test /A -PC = 0
 PA Pc (p-value)

 End of conflict -0.03** 0.004 0.001

 (0.009) (0.003)
 Government victories 0.014 0.042** 0.1

 (0.012) (0.012)
 UNITA attacks civilians 0.019 -0.0001 0.28

 (0.017) (0.004)
 UNITA attacks mines -0.028 0.013** 0.03

 (0.017) (0.005)
 UNITA attacks garimpeiros -0.014 0.009 0.15

 (0.014) (0.005)
 Industry regulation -0.01"* -0.013 0.82

 (0.004) (0.010)
 Company fixed effects Yes Yes

 Notes: Table reports estimated OLS coefficients. Standard errors in parentheses are cor-
 rected for heteroskedasticity and clustering of the residuals at the company level. Last column
 reports p-value of the test for the difference of the coefficients against two-sided alternative.
 N = 55,155, of which 8,079 for Angolan companies and 47,076 for control ones. There are
 1,171 trading days between January 1, 1998, and June 28, 2002. N = (7 + 42)*l,171 minus
 the company/days with missing price data.

 * Denotes significance at the 5 percent level, ** at the 1 percent level.

 that the difference between the two coeffi-

 cients is zero is rejected at the 1 percent level.
 When we turn to attacks and military victories
 that occurred during the course of the conflict
 ("government victories" and "UNITA attacks on
 civilians") we do not find statistically significant
 differences between the two sets of coefficients,

 possibly because the protracted nature of these
 episodes is not well captured by one-day dum-
 mies, or because identifying the most salient
 episodes over the course of four years of intense
 fighting is not an uncontroversial task. UNITA
 attacks on industrial mines have, instead, a nega-
 tive impact on Angolan companies and a posi-
 tive effect on control companies, the difference
 being significant at the 5 percent level. The posi-
 tive effect on our control portfolio can be due
 either to unobserved events affecting the whole
 diamond industry, or to the resulting competi-
 tive advantage of "non-Angolan" companies. In
 fact, following an attack on an industrial mine,
 rational investors may want to switch out of
 Angolan stocks that have become rebel targets
 in favor of similar non-Angolan companies.
 Attacks on unorganized garimpeiros had no
 impact on either group of companies. Finally, the
 dummy "industry regulation" identifies episodes

 in which the Angolan government tightened its
 control on the diamond sector by centralizing the
 marketing process and imposing stricter regula-
 tion on joint ventures. These interventions had a
 negative and significant impact on the abnormal
 returns of our "Angolan" companies, corroborat-
 ing the argument that investors did not perceive
 the management of the diamond industry by the
 Angolan government as particularly favorable
 to foreign companies. The effect on companies
 belonging to the control portfolio is not statisti-
 cally significant, nor is the difference among the
 coefficients.

 E. Matched Pairs

 A typical control design in the event study lit-
 erature consists of matching each of the "target"
 companies to one control company, and investi-
 gating whether the event under consideration has
 a significantly different impact on their abnormal
 returns. To explore the robustness of our results
 to this alternative way of constructing the con-
 trol group, we proceed in the following way. For
 each of the seven Angolan companies, we select
 out of the available 42 companies a matched
 control using two criteria: (a) the control has to
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