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Figure 1 A theoretical framework of rich resources inducing corruption
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Figure 2 Scatter plot of corruption and resource output with cross-sectional data; Scatter plot of corruption and resource output with panel data
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Table 1 Statistical description of cross-sectional data variables
Ak Ay S ¥ifi P22 e/ IME SONIEE
C AEFHA S AUIRNL R AU BOW 6.98 0.93 4.03 8.29
R Tk Tl S EAL T, B 3.68 1.50 -1.43 5.67
10 LA 4] 2 8 P AR A e o T B AR A L o 0.38 0.11 0.23 0.78
P B[RS EER YN N R 5t N N R ] 0.40 0.14 0.09 0.65
AGDP NEIHLIX A 7= AB AT, O 9.90 0.46 9.20 10.89
0 I CEVER (DX A 7= R AR 0.30 0.36 0.05 127
FD Hb 7 TR BOBCA (5 4t 75 TAE S S L] 0.51 0.19 0.08 0.87
G WAL BURTHL O ABU N, SR 12.64 0.69 11.13 0.65
E 6 VL N HR L UL B TT N BOGEL 6.6 0.46 5.43 7.97
Ccase ARSI AR IR BB 1221.46 833.59 52.87 3610.00
pr 201248 AFAKARFR 2R/ 0.27 0.12 0.09 0.51
petition 1994—2012 4F(5 Vi AR IC S EU N 9.65 3.07 3.8 18.8
2 HEHBUEEVFER
Table 2 Cross-sectional data regression results
[ 1(C) [FH2(C) FH3(C) = 4(C) [FH 5(Cease) [mH 6(Pr) [51J5 7 (petition)
R 0.467 0.392 0.055 0.019 0.030 -0.061 -0.089
0.002%** 0.000%+** 0.447 0.786 0.641 0.551 0.163
10 3.380 1.968 2.199 -0.961 -8385
0.000%** 0.043%* 0.017%* 0.532 0.183
AGDP -0.398 -0.324 -0.355 -1.553 -0.066
0.241 0.305 0.231 0.022%* 0.751
P -2.433 -1.960 -0.782 -0.999 0.390
0.044%* 0.084* 0.448 0.544 0.594
0 -1.071 -0.784 -0.786 -0.515 -0.355
0.009%+* 0.048%* 0.034%* 0.359 0.168
FD 0.642 0.557 0.592 4931 0.164
0.581 0.648 0.604 0.01%%* 0.84
G 0.958 1.001 0.933 -0.138 -0.076
0.000%+* 0.000%+* 0.000%+* 0.535 0.459
E -0.358 -0.342 -0.230 0.334 0.521
0.106 0.098* 0.225 0.493 0.001%*
Prob>F 0.002%** 0.000%** 0.000%** 0.000%** 0.000%** 0.066* 0.000%**
R 0.569 0.729 0.916 0.931 0.912 0.456 0.735
HYEpipes OLS+robust OLS+robust OLS OLS OLS OLS OLS
White test 0.000%** 0.010%** 0.415 0.415 0.415 0.414 0.415
VIF 6.710 7.120 7.120 7.720 7.120

T * R e RIRORTE 10% 5% 1% B E HoKSF B2,

(1 2 BT 1) A0 E PR RS T RE o

LA F o3 Ml DLW ZE LA Y 5 — , BRI &
X JE MR M I 25 O A, {ELBE R B 2 47 ] 2 )
A GERIT K ) R BB I/ T EE AN B35 xR
W55 DS TT 2 SRS S BUB N, S5 e T BB R 1.
S 1 R TR X T ) S e i 2 O 1 HL IR B
Fel A ] 5 7™ B o 4 v T o )™ B S Y L

FHOR, J UGB ™ o XU I ) S8 o R M
F%) B PR 3R (AT RS2 % 52 W) 8 U F) A% LAY, 15
) 5 0 H. , A [T 5™ B0 MR o5 48 I o B¢
FEECTE VB LU R T A LA C A 2
PR L EE, 2 0T TG B A ST T B |
2R A (H i EEE A ) i 5| kT
MAT R, 3 = T AR RE AR, 1 o™ ., H.
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REE IR IR . b 26 4N (7 L IX) BMARE
Jof S 2 T B IR R AU A AR AR e RN
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Table 3 Short panel data regression results

PRI AR mH1(C) [mH2(C0) [543 (Ccase)
R 0.062 0.016 -0.153
0.325 0.783 0.312
10 0.570 0.194
0.149 0.873
AGDP -0.393 -0.194
0.106 0.473
P -0.718 -0.636
0.120 0.328
o -0.214 0.368
0.389 0.439
FD 0.015 0.337
0.966 0.354
G 0.008 0.052
0.895 0.481
E -0.209 -0.007
0.130 0.951
Number of obs 101 101 94
Prob>F 0.000%%*%* 0.001*** 0.090*
R(ZHWH) 0.453 0.374 0.425
Sigma_u 0.878 1.004 1.137
Sigma_e 0.176 1.172 0.325
rho 0.962 0.972 0.924
Testtl 213 0.000%%*%* 0.001* 0318
Hausman test 0.001** 0.000%** 0.000%**

35 T 5% B K 3 BN ASE I
T ) B B R T VR T 9 R T A T T A s i) AR A5
B3 BUREA I BE B Y BEAR A TR B
T R X6F J5 WL ) - 34 4 B A8 A7 (—0.339+0.9703 x
0.38=0.029) . BV H-Ath 25 4 A [R] H il B2 51 1t O B
B, IR T R AR 1%, R IR B W K
0.029% ., X — 45 FE B LS R 2 BUo7, RIFEBLA
il B o 2 1 R BRI R BT T

SRtk — 25t A BE T S M K 4 R
AR BRI X ) B A B Ry IR A
=0l Q A ) T By e G, o 10
1 Rk, Ble=—0.339+0.970 <10 , 1 A REAS K48 7T 43
Hribe, WEI3 R . EAA RS et o e v
e Ll RN ) RE I R B R A 1 AR
s, R B RS W E . T IO IR FE N
0.349, 5 SRy < 5] B2 o i 58 T 0.349, B4 % U
FERAES P HE JE W AR BE T 155 T 0.349 , AR A B
TEA 1 Je S BRI e, Lg% (7 X)) 7ER 3
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Figure 3 Institution quality and overall effect of resource mining on corruption
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Table 4 Ordinary least squares (OLS) results of cross-sectional data for resource mining, corruption, and institution quality

it RAERE R AGDP 10 RxIQ P 0] FD G E  Prob>F R Whitetest VIF

H((2) C  -0339 0317 -5.018 0.970 -1.552  -0.533 1326 1.026 —0.249 0.000%** 0.68 0415 13.590
0.048% 0478  0.004*** 0.019%*  0.054*  0.03** 0231 0.000%**  0.447

KXG3) 10 0019 0037 -0.240  0.146  0.609 0.022 -0.008 0.000%** 0.68 045  6.710
0320 0.598 0.33 0.079*  0.02%%*  0.531 0.856
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Corruption in the exploitation of natural resources and
effect of institution

ZHAO Weiwei, BAI Yongxiu

(School of Economics and Management, Northwest University, Xi’an 710127, China)

Abstract: In this study, the relationship between natural resources and corruption is theoretically
deduced and tested empirically with provincial data in China. Theoretical analysis shows that the
particularities of natural resources and the inevitable resource benefits are the starting point of
corruption in resource- rich regions, but corruption can only be caused by imperfect resource
benefits management institutions and existence of discretion in natural resource management
system. The specific mechanism is particularities- resource income- lack of benefits distribution
mechanism-excess profits-economic rent-seeking-political rent-seeking-discretion-corruption. The
empirical test quantifies the relationship between resource mining, institution quality, and
corruption with 1998-2017 provincial average annual cross- sectional data and short panel data
divided according to the political cycle. The results show three implications. Firstly natural
resources development does not lead to corruption directly because the impact of resource
development on corruption is small and insignificant. With the interaction terms of resources
development and institution quality, the impact of resource development has become significant,
but the direction is uncertain. That is there is a threshold for institution quality. If taking the
average value of insitution quality of Chinese provinces from 1998 to 2017, the coefficients were
significantly. As long as institution quality of regions are above the threshold, “resource
corruption” in resource- rich regions can be avoided. In addition, institution quality is not a
transmission channel of the resource curse. that is, the development of resources has not reduced
institution quality and “cursed” regional development. Therefore, the key of corruption elimination
in resource-rich regions is innovation and improvement of resource-related institutions.

Key words: natural resources; corruption; mechanism; institution quality; China
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