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Abstract 
 
Levels of economic development vary widely within countries in the Americas. We argue 
that part of this variation has its roots in the colonial era. Colonizers engaged in different 
economic activities in different regions of a country, depending on local conditions. 
Some activities, such as mining and sugar cultivation, were “bad” in the sense that they 
depended heavily on the exploitation of labor and led to a low development path, while 
“good” activities led to a high development path. We show that areas with bad colonial 
activities have lower output per capita today than areas with good colonial activities. 
Areas with high pre-colonial population density also do worse today. Moreover, the 
positive effect of  “good” activities goes away in areas with high pre-colonial population 
density. We attribute this to the “ugly” fact that colonizers used the pre-colonial 
population as an exploitable resource, thereby also leading to a low development path. 
Our results suggest that differences in political representation and in the current ethnic 
composition of the population (but not differences in human capital or income inequality) 
could be the intermediating factors between colonial activities and current development. 
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Abstract

Levels of economic development vary widely within countries in the Americas.
We argue that part of this variation has its roots in the colonial era. Colonizers
engaged in di erent economic activities in di erent regions of a country, depending
on local conditions. Some activities, such as mining and sugar cultivation, were
�”bad�” in the sense that they depended heavily on the exploitation of labor and
led to a low development path, while �”good�” activities that did not rely on the
exploitation of labor led to a high development path. We show that regions with
bad colonial activities have lower output per capita today than regions with good
and regions with no colonial activities. Moreover, we examine levels of economic
development before and after colonization and nd evidence that colonization re-
versed the economic fortunes of regions within a country. Our results also suggest
that di erences in political representation (but not di erences in income inequality
or human capital) could be the intermediating factor between colonial activities
and current development.
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Low High
With 
economies 
of scale

Good
- No exploitation of 
labor

Ugly
- Exploitation of local labor

Without 
economies 
of scale

Bad
- Exploitation of 
imported labor

Bad
- Exploitation of local and 
imported labor

Pre-colonial population density

Colonial 
activities

Figure 1: Classification of Colonial Activities into Good, Bad, and Ugly

Country Obs Mean Log S.D. Min Max Ratio ymax/ymin
Argentina* 24 11706 0.553 4578 40450 8.84
Bolivia 9 2715 0.395 1245 4223 3.39
Brazil 27 5754 0.576 1793 17596 9.81
Canada 13 44267 0.358 26942 94901 3.52
Chile 13 8728 0.423 4154 19820 4.77
Colombia 30 5869 0.489 2368 22315 9.43
Ecuador 22 5058 0.834 1458 26574 18.23
El Salvador 12 3336 0.300 2191 5954 2.72
Guatemala 8 3563 0.439 2100 8400 4.00
Honduras 18 2108 0.140 1716 2920 1.70
Mexico 32 8818 0.461 3664 23069 6.30
Panama 9 4336 0.676 1805 12696 7.04
Paraguay 18 4513 0.293 2843 7687 2.70
Peru 24 3984 0.570 1287 13295 10.33
US 48 32393 0.179 22206 53243 2.40
Uruguay 19 6723 0.231 3902 10528 2.70
Venezuela** 19 5555 0.231 3497 9088 2.60
*Data for 1993, **Income data

Table 1: Regional PPP GDP per Capita Across the Americas



Outcome variables Obs Mean Std. Dev. Min Max
Log PPP GDP per capita 345 8.83 0.97 7.13 11.67
Log poverty rate 331 2.93 0.92 0.21 4.40
Health Index 53 4.22 0.38 2.95 4.52
Log Gini 268 -0.74 0.16 -1.15 -0.46
Log schools per child 317 -5.31 0.64 -7.29 -3.69
Log literacy rate 270 -0.14 0.13 -0.76 0
Log seats in lower house per voter 318 -11.42 1.19 -13.59 -8.14

Historical variables
Good activities dummy 345 0.27 0.44 0 1
Bad activities dummy 345 0.21 0.41 0 1
 - Mining dummy 345 0.12 0.33 0 1
 - Plantations dummy 345 0.09 0.29 0 1
Ugly activities dummy 345 0.34 0.48 0 1
No activities dummy 345 0.18 0.38 0 1
Log pre-colonial population density 345 0.30 2.27 -6.91 5.97

Control variables
Avg. temperature 345 19.33 6.66 -9.80 29.00
Total rainfall 345 1.26 0.94 0 8.13
Altitude 345 0.64 0.91 0 4.33
Landlocked dummy 345 0.56 0.50 0 1.0

Table 2: Summary Statistics

Price (Silver Grams per Kilogram)
Country Year Wheat or Flour Sugar
Bolivia 1677 1.68 22.29
Chile 1634 0.26 2.94
Colombia 1635 1.56 8.49
Massachusetts 1753 2.5 8.16
Peru 1635 1.12 23.37
Average 1.42 13.05
Source: Global Price and Income History Group, UC Davis

Table 3: Prices during Colonial Times



Panel A: (1) (2) (3) (4) (5) (6)
W/o country dummies
Log pre-colonial pop dens 0.009 0.005 0.004 -0.068*** 0.112*** -0.053***

(0.012) (0.008) (0.010) (0.015) (0.021) (0.011)
Avg. temperature 0.023** 0.008 0.014** 0.016 0.024*** -0.062***

(0.009) (0.005) (0.007) (0.010) (0.009) (0.012)
Avg. temp. squared -0.001 -0.000 -0.000 -0.000 -0.001 0.002***

(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Total rainfall 0.007 -0.063 0.070* 0.046 0.005 -0.058

(0.053) (0.040) (0.036) (0.048) (0.052) (0.041)
Total rainfall squared 0.011 0.022*** -0.011** -0.008 -0.008 0.006

(0.007) (0.006) (0.005) (0.007) (0.008) (0.006)
Altitude -0.017 -0.017 -0.001 -0.208*** 0.142* 0.083*

(0.079) (0.060) (0.058) (0.070) (0.085) (0.048)
Altitude squared 0.049** 0.047** 0.002 0.039** -0.045** -0.043***

(0.023) (0.019) (0.013) (0.017) (0.022) (0.013)
Landlocked dummy -0.127*** -0.028 -0.099** 0.125** -0.093* 0.095**

(0.048) (0.032) (0.040) (0.057) (0.052) (0.041)
R-squared 0.103 0.142 0.033 0.207 0.342 0.259

Panel B:
With country dummies
Log pre-colonial pop dens 0.013 -0.018 0.030** -0.027 0.096*** -0.082***

(0.017) (0.013) (0.013) (0.022) (0.020) (0.019)
Avg. temperature 0.028** 0.009 0.018* 0.015 -0.001 -0.041***

(0.013) (0.007) (0.010) (0.016) (0.007) (0.016)
Avg. temp. squared -0.000 -0.000 -0.000 -0.000 -0.000 0.001**

(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Total rainfall -0.052 -0.119*** 0.067* 0.124** -0.031 -0.041

(0.058) (0.045) (0.039) (0.051) (0.055) (0.044)
Total rainfall squared 0.018** 0.028*** -0.010* -0.015** -0.006 0.004

(0.007) (0.006) (0.005) (0.007) (0.008) (0.006)
Altitude -0.011 -0.078 0.067 -0.105 0.074 0.041

(0.085) (0.062) (0.065) (0.085) (0.082) (0.059)
Altitude squared 0.054** 0.065*** -0.011 0.007 -0.032 -0.029*

(0.024) (0.019) (0.016) (0.023) (0.023) (0.016)
Landlocked dummy -0.115** -0.023 -0.092** 0.069 -0.080 0.126**

(0.057) (0.045) (0.043) (0.067) (0.054) (0.051)
R-squared 0.156 0.206 0.135 0.273 0.402 0.267
Observations 345 345 345 345 345 345

Table 4: What Determines Colonial Activities?
Dependent variable:

Robust standard errors (clustered at pre-colonial population density level) in brackets. Significance levels: * 
10%, ** 5%, *** 1%

Bad 
activities

Mining Plantations
Good 

activities
Ugly 

activities
No 

activities



(1) (2) (3) (4) (5) (6)
Good activities dummy -0.061 -0.019 0.018 0.001 0.004

(0.101) (0.091) (0.081) (0.076) (0.075)
Bad activities dummy -0.392*** -0.286*** -0.293*** -0.276***

(0.099) (0.087) (0.085) (0.082)
Ugly activities dummy -0.263*** -0.123 -0.138* -0.159** -0.166**

(0.099) (0.090) (0.084) (0.079) (0.077)
Log pre-colonial pop density -0.078*** -0.059** -0.056** -0.052** -0.053**

(0.024) (0.024) (0.022) (0.020) (0.020)
Plantations dummy -0.318***

(0.095)
Mining dummy -0.231**

(0.098)
Avg. temperature 0.002 -0.002 -0.002

(0.016) (0.015) (0.015)
Avg. temp. squared -0.000 -0.001 -0.001

(0.000) (0.000) (0.000)
Total rainfall -0.211** -0.198** -0.207**

(0.084) (0.082) (0.081)
Total rainfall squared 0.026 0.022 0.024

(0.020) (0.020) (0.020)
Altitude (per km) -0.050 -0.055

(0.107) (0.106)
Altitude squared -0.031 -0.028

(0.035) (0.034)
Landlocked dummy -0.106* -0.104*

(0.063) (0.063)
Observations 345 345 345 345 345 345
R-squared 0.794 0.793 0.799 0.805 0.815 0.830
Coefficient Bad - Good -0.332 -0.267 -0.311 -0.277
F test: Good = Bad p-value (0.002) (0.008) (0.002) (0.005)
Coefficient Ugly - Good -0.203 -0.104 -0.156 -0.160 -0.170
F test: Good = Ugly p-value (0.061) (0.336) (0.115) (0.084) (0.068)
Coefficient Bad - Ugly -0.129 -0.163 -0.154 -0.117
F test: Bad = Ugly p-value (0.071) (0.025) (0.032) (0.082)
Coefficient Plantations - Mining -0.087
F test: Plantations = Mining p-value (0.439)
Robust standard errors (clustered at pre-colonial population density level) in brackets. Regressions include country 
fixed effects. Significance levels: * 10%, ** 5%, *** 1%

Dependent variable: Log PPP GDP per capita

Table 5: Colonial Activities and Current GDP per Capita



Panel A: Good activities Bad activities Ugly activities Log pre-col pop dens Observations R-squared
Excluded country
Argentina 0.047 -0.275*** -0.160** -0.036 321 0.822

(0.081) (0.084) (0.080) (0.022)
Bolivia 0.004 -0.278*** -0.167** -0.052** 336 0.812

(0.078) (0.083) (0.080) (0.020)
Brazil 0.024 -0.278*** -0.158** -0.053** 318 0.832

(0.076) (0.082) (0.077) (0.021)
Canada 0.014 -0.287*** -0.162** -0.055*** 332 0.782

(0.081) (0.082) (0.079) (0.021)
Chile 0.004 -0.264*** -0.142* -0.055** 332 0.818

(0.075) (0.083) (0.079) (0.022)
Colombia -0.017 -0.289*** -0.120 -0.048** 315 0.851

(0.066) (0.085) (0.081) (0.020)
Ecuador -0.054 -0.208*** -0.130* -0.039** 323 0.845

(0.066) (0.077) (0.076) (0.020)
El Salvador 0.001 -0.276*** -0.158** -0.052*** 333 0.813

(0.076) (0.082) (0.079) (0.020)
Guatemala 0.000 -0.277*** -0.160** -0.052** 337 0.816

(0.076) (0.082) (0.079) (0.020)
Honduras 0.003 -0.289*** -0.146* -0.052** 327 0.801

(0.076) (0.084) (0.079) (0.021)
Mexico 0.007 -0.267*** -0.152* -0.063*** 313 0.829

(0.076) (0.084) (0.083) (0.020)
Panama -0.014 -0.288*** -0.171** -0.045** 336 0.821

(0.076) (0.082) (0.082) (0.020)
Paraguay 0.023 -0.256*** -0.142 -0.053*** 327 0.816

(0.082) (0.086) (0.086) (0.021)
Peru -0.009 -0.252*** -0.156* -0.050** 321 0.820

(0.077) (0.085) (0.081) (0.022)
US -0.031 -0.376*** -0.240*** -0.050** 297 0.697

(0.101) (0.104) (0.093) (0.022)
Uruguay 0.001 -0.263*** -0.140 -0.062** 326 0.817

(0.084) (0.086) (0.086) (0.025)
Venezuela 0.006 -0.304*** -0.186** -0.047** 326 0.817

(0.081) (0.088) (0.086) (0.021)
None 0.001 -0.276*** -0.159** -0.052** 345 0.815

(0.076) (0.082) (0.079) (0.020)
Average 0.001 -0.278 -0.158 -0.051 326 0.812
Median 0.003 -0.277 -0.158 -0.052 327 0.817
Max 0.047 -0.208 -0.120 -0.036 345 0.851
Min -0.054 -0.376 -0.240 -0.063 297 0.697
Panel B:

0.024 -0.289*** -0.137 -0.055** 254 0.810
(0.100) (0.103) (0.111) (0.027)

Table 6: Colonial Activities and Current GDP per Capita - Robustness

Excluding countries with 
low data quality

Coefficient on

The dependent variables is log GDP per capita. Panel B excludes all the countries for which more than 50% of regions have data on this variable 
imputed from other countries (Guatemala, Honduras, Panama, Paraguay, Uruguay, and Venezuela).



(1) (2) (3) (4) (5)
Good activities dummy 0.091 0.054 0.001 0.035

(0.108) (0.096) (0.080) (0.070)
Bad activities dummy 0.297*** 0.202** 0.194** 0.164*

(0.110) (0.098) (0.090) (0.094)
Ugly activities dummy 0.095 -0.029 -0.026 0.001

(0.118) (0.110) (0.100) (0.106)
Log pre-colonial pop density 0.054** 0.053* 0.052** 0.046**

(0.027) (0.027) (0.025) (0.023)
Avg. temperature -0.000 0.015

(0.038) (0.031)
Avg. temp. squared 0.000 0.001

(0.001) (0.001)
Total rainfall 0.267*** 0.252***

(0.081) (0.078)
Total rainfall squared -0.028* -0.023

(0.015) (0.014)
Altitude (per km) 0.028

(0.118)
Altitude squared 0.059*

(0.033)
Landlocked dummy 0.175**

(0.076)
Observations 331 331 331 331 331
R-squared 0.751 0.749 0.755 0.774 0.802
Coefficient Bad - Good 0.206 0.148 0.193 0.130
F test: Good = Bad p-value (0.028) (0.117) (0.031) (0.096)
Coefficient Ugly - Good 0.003 -0.084 -0.027 -0.033
F test: Good = Ugly p-value (0.975) (0.447) (0.786) (0.703)
Coefficient Bad - Ugly 0.203 0.232 0.220 0.163
F test: Bad = Ugly p-value (0.017) (0.007) (0.010) (0.033)

Table 7: Colonial Activities and Current Poverty Rate
Dependent variable: Log poverty rate

Robust standard errors (clustered at pre-colonial population density level) in brackets. Regressions 
include country fixed effects. Significance levels: * 10%, ** 5%, *** 1%



Good activities dummy 0.193
(0.333)

Good activities dummy*Post -0.790
(0.608)

Bad activities dummy 0.472
(0.323)

Bad activities dummy*Post -1.406**
(0.614)

Ugly activities dummy 0.307
(0.358)

Ugly activities dummy*Post -0.832
(0.629)

Log pre-colonial population density 0.135*
(0.069)

Log pre-colonial population density *Post -0.191
(0.135)

Observations 106
R-squared 0.599
Coefficient Bad - Good 0.280
F test: Good = Bad p-value (0.482)
Coefficient Ugly - Good 0.114
F test: Good = Ugly p-value (0.798)
Coefficient Bad - Ugly 0.166
F test: Bad = Ugly p-value (0.331)

Table 8: Colonial Activities and Pre-Colonial Development

Robust standard errors (clustered at pre-colonial population density level) in brackets.  The 
regression includes country fixed effects, as well as climate and geography controls. The 
outcome variable is composed of a normalized health index for the pre-colonial period, and 
normalized GDP per capita for the post-colonial period. The post dummy refers to post- 
colonization.  The regression also controls for the year for which the health index is observed to 
control for differences in the quality of the index. Significance levels: * 10%, ** 5%, *** 1%

Dependent variable: Normalized 
measure of economic 

development



(1) (2)
Log pre-colonial pop density -0.065** 0.061**

(0.028) (0.028)
Observations 284 61
R-squared 0.752 0.898

Robust standard errors (clustered at pre-colonial population density level) 
in brackets. Regressions include country fixed effects, as well as climate 
and geography controls. Significance levels: * 10%, ** 5%, *** 1%

Dependent variable: 
Log PPP GDP per capita

Table 9: Reversal of Fortunes

With colonial 
activities

Without colonial 
activities

Regions in sample



(1) (2) (3) (4) (5)
Panel A: Regression Results
Good activities dummy 0.001 0.001 0.073 -0.006 -0.014

(0.076) (0.014) (0.071) (0.010) (0.085)
Bad activities dummy -0.276*** 0.017 -0.011 -0.023 -0.273**

(0.082) (0.018) (0.085) (0.015) (0.113)
Ugly activities dummy -0.159** -0.005 -0.075 -0.016 -0.321**

(0.079) (0.020) (0.096) (0.016) (0.132)
Log pre-colonial pop density -0.052** 0.000 -0.014 -0.001 -0.070**

(0.020) (0.007) (0.018) (0.003) (0.028)
Observations 345 268 317 270 318
R-squared 0.815 0.713 0.688 0.609 0.849
Coefficient Bad - Good -0.277 0.016 -0.084 -0.017 -0.259
F test: Good = Bad p-value (0.005) (0.354) (0.161) (0.355) (0.013)
Coefficient Ugly - Good -0.160 -0.006 -0.148 -0.010 -0.307
F test: Good = Ugly p-value (0.084) (0.761) (0.037) (0.571) (0.017)
Coefficient Bad - Ugly -0.117 0.022 0.064 -0.007 0.048
F test: Bad = Ugly p-value (0.082) (0.221) (0.336) (0.734) (0.503)

Panel B: Standardized Effects
Good activities dummy 0.000 0.002 0.051 -0.022 -0.005
Bad activities dummy -0.117 0.044 -0.007 -0.072 -0.094
Ugly activities dummy -0.078 -0.017 -0.056 -0.058 -0.129
Log pre-colonial pop density -0.120 0.002 -0.050 -0.012 -0.134

Log GDP 
per capita

Dependent variable:

Robust standard errors (clustered at pre-colonial population density level) in brackets. Regressions in Panel A 
include country fixed effects, as well as climate and geography controls. The number of observations varies, 
depending on data availability. Standardized effects in Panel B show the standard deviation change in the 
dependent variable for a one standard deviation change in the colonial activities variable. Significance levels: * 
10%, ** 5%, *** 1%

Table 10: Possible Channels Linking Colonial Activities to Current Levels of Development

Log Gini 
Index

Log literacy 
rate

Log schools 
per child

Log Seats in lower 
house per voter



Cutoff of pre-colonial pop density Median Average 75th percentile
(1) (2) (3)

Good activities dummy 0.001 0.003 -0.035
(0.076) (0.078) (0.067)

Bad activities dummy -0.276*** -0.271*** -0.237***
(0.082) (0.083) (0.077)

Ugly activities dummy -0.159** -0.147* -0.127
(0.079) (0.078) (0.094)

Log pre-colonial pop density -0.052** -0.053*** -0.059***
(0.020) (0.020) (0.020)

Observations 345 345 345
R-squared 0.815 0.815 0.813
Coefficient Bad - Good -0.277 -0.274 -0.202
F test: Good = Bad p-value (0.005) (0.007) (0.006)
Coefficient Ugly - Good -0.160 -0.150 -0.092
F test: Good = Ugly p-value (0.084) (0.117) (0.301)
Coefficient Bad - Ugly -0.117 -0.124 -0.110
F test: Bad = Ugly p-value (0.082) (0.060) (0.209)

Dependent variable: Log PPP GDP per capita

Appendix Table 1: Colonial Activities and Current GDP per Capita
Different definitions of Good and Ugly Activities

Robust standard errors (clustered at pre-colonial population density level) in brackets. 
Regressions include country fixed effects, as well as climate and geography controls. Significance 
levels: * 10%, ** 5%, *** 1%
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