
1 
 

Why are some oil dictators nice to their people? 
 
Ferdinand Eibl, KCL, and Steffen Hertog, LSE 
 

Introduction 
Depending on whom you believe, living in an oil-funded dictatorship can be a pretty sweet 
deal as long as one does not join the political opposition – or a raw deal in which oil dictators 
deprive citizens not only of their political rights, but also of basic public services. Parts of the 
literature on resource-rich states expect rentier rulers to engage in generous co-optation of 
their subjects, pacifying them with expansive welfare policies, extensive subsidy regimes, and 
public employment (Beblawi and Luciani 1987; Crystal 1995; Desai, Yousef, and Anders 2007; 
Karl 1997). Other authors expect rentier dictators to neglect their population: as rents are 
siphoned off by a small ruling elite that does not need a domestic economic basis for self-
enrichment, public services wither and misery spreads (Acemoglu, Robinson, and Verdier 
2004; Mesquita and Smith 2009; Soares de Oliviera 2007; Yates 1996). 
 

There seem to be empirical examples for both trajectories: Oman and Equatorial-Guinea 
have broadly comparable levels of natural resource rents per capita (slightly above 8000 USD 
per capita in the 1995 to 2014 period (Ross 2013). Both have been ruled by the same autocrats 
since the 1970s, when both countries were desperately poor. Under Sultan Qaboos’ oil-
funded rule, Omani infrastructure and public services have expanded at a rapid pace, leading 
to one of the world’s fastest declines in child mortality, from 159 per 1,000 live births in 1971 
to 9 by 2010, far below the Middle East average of 32. In Teodoro Obiang’s oil-rich Equatorial-
Guinea, by contrast, the state outside of the security services remains embryonic, the vast 
majority of the population continues to live in abject poverty, and infant mortality has 
declined painfully slowly: from 263 in 1971 to 109 in 2010, remaining above the (high) sub-
Saharan average of 89. Access to rentier wealth is monopolized by the president’s small 
entourage (Wood 2004). 

 
Figure 1 below displays decline rates in child mortality for resource-rich countries in the 

fifteen years after oil onset relative to their region in the same period. Resource rich is defined 
as ever having received more than 500 USD per capita of annual oil and gas rents, which 
applies to about 40 percent of countries worldwide. Positive (negative) values designate a 
better (worse) performance than the regional average. The figure highlights the striking 
divergence in reduction rates amongst resource-rich countries, which is likely to be concealed 
when focusing on solely on average effects. With oil being neither an outright “curse” nor 
“blessing,” the question is how we can explain this variation across countries – a question 
which this study sets out to answer. 
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Figure 1: Compound annual reduction in under-five child mortality in the 15-year period 
after rent onset 

 
Source: We include all oil-producing countries that ever had more than 500 USD of oil and gas rents per capita. 
Oil and mortality data are taken from Ross (2013) and UNDP (2015) respectively. 
 

Understanding the effect of natural resources on material quality of life seems as 
important as researching oil’s impact on economic growth or democracy, yet it has received 
much less systematic attention. Literature on rents and human development – usually 
measured in terms of health and education outcomes – is scant, and limited thought has been 
given to problems of causal identification, not to mention potential causal heterogeneity. 
Perhaps not surprisingly, results are inconclusive. Gylfason (2001) finds that a high share of 
natural capital in national wealth crowds out spending on human capital and is correlated 
with lower years of schooling. His research design, however, is purely cross-sectional and his 
proportional measure of natural resources is arguably a proxy of poverty as much as natural 
wealth (see Ross (2012) for a critique of such relative measures). Bulte et al. (2005) find that 
rents have a negative impact on human development via their deleterious effect on 
institutions, but they also rely on a simple cross-sectional research design that ignores within-
case variation. 
 

In contrast, Pineda and Rodríguez (2010) detect a significant positive effect of resource 
abundance on long-term changes in human development from 1970 to 2005, but address 
neither the potential endogeneity of rents nor potential causal heterogeneity. Arguably the 
most solid research design to date is by Cotet and Tsui (2013), who show that countries with 
larger absolute (and exogenous) oil endowments experience stronger than average 
reductions of child mortality after oil discoveries. Yet again, their study assumes that causal 
effects are homogeneous across cases all oil-rich cases and cannot help us explain the striking 
variation of outcomes across rentier cases. 
 

Given contrasting empirical outcomes in different country cases, our theoretical intuition 
is that average effects are likely to obscure as much as they reveal. In explaining the different 
welfare outcomes across rentier states, we therefore follow a broader trend in the resource 
curse literature that emphasizes conditional effects of rents that vary with case context 
(Aytaç, Mousseau, and Faruk 2016; Dunning 2008; Herb 2014; Jones Luong and Weinthal 
2010; Mehlum, Moene, and Torvik 2006; Robinson, Torvik, and Verdier 2006; B. Smith 2007). 
Specifically, we theoretically argue and empirically demonstrate that leftist subversive threats 
during moments of regime formation fundamentally shift rulers’ incentives away from 
kleptocracy toward a pro-welfare use of oil income. When rulers of resource-rich countries 
are not threatened by organized popular demands, they can withdraw from the provision of 
public services and maximize rent-seeking. When they are under threat, however, rents allow 
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them to simultaneously maintain their elite coalitions and invest in social development, taking 
the wind out of the sails of local revolutionaries. In this paper, we test the effect of one of the 
most common and menacing types of popular threats: leftist subversions. 

 
The paper is structured as follows: the next section develops the theoretical argument in 

detail and defines our key concept of leftist subversion. It is followed by two empirical 
sections investigating the impact of oil endowments on core human development indicators, 
drawing both on regressions and nested case studies to demonstrate the impact of rents 
without and with subversive movements. The final section outlines the broader relevance of 
our research. 
 

What makes an oil dictator good?  
Natural resource rents by themselves are an idle resource that could be put to many different 
uses. In theory, they could loosen fiscal constraints on investments in public goods that 
enhance mass welfare.1 In his study of the Latin American welfare state, Segura-Ubiergo 
(2007) finds that fiscal constraints are key for understanding the historical evolution of social 
spending. Rents can, in principle, alleviate such limits. As a 2000 New York Times op-ed on 
Equatorial Guinea explained on the heels of that country’s emergence as major oil producer: 
“If the new oil revenue is managed well, it can educate, heal and provide jobs for the people” 
(The Petro-Curse 2000). 
 

Yet nothing predisposes the “manna from heaven” to be uses for such investment. To cite 
the same op-ed: “But […] more often, oil revenues have caused crippling economic distortions 
and been spent on showy projects, weapons and Paris shopping trips for government 
officials.” There are good theoretical reasons to expect rent-financed rulers to behave 
selfishly. A general theme in the “rentier state” literature is that rents increase a regime’s 
autonomy from local social forces (Beblawi and Luciani 1987; Mahdavy 1970; Shambayati 
1994; Soares de Oliviera 2007). Therefore, rents can allow authoritarian elites to withdraw 
material support from wider society as they will be less reliant on the prosperity of that 
society for their own self-enrichment and for financing their coercive apparatus. McGuire and 
Olson (1996) have argued that rulers are “stationary bandits” who have to provide minimal 
public goods to their populations to ensure that the latter will generate extractable economic 
surpluses. This argument ceases to apply when the loot itself – natural resource wealth – 
becomes fixed, stationary and easy to control. 
 

Furthermore, Mesquita and Smith (2009, 195) argue that rents make authoritarian leaders 
less dependent on local tax revenues. They hence contract the provision of public goods that 
facilitate local economic activity and also make it easier for populations to rebel. To the extent 
that distribution happens, it is focused on a small coterie as rulers use rent-fuelled patronage 
to satisfy their immediate supporters – including loyal security forces – while neglecting the 
wider population. Acemoglu et al. (2004) propose that such “kleptocratic” policies are more 
likely when foreign aid or rents from natural resources provide rulers with substantial 
resources to selectively buy off opponents. These arguments let us expect rents to have a 
negative effect on the provision of material goods to wider society in authoritarian systems 

                                                      
1 When this paper speaks of “public goods,” it means inclusive public services that enhance citizens’ material 

welfare. Civic public goods like civil rights or transparency are not included. 
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as long as rulers can maintain stability on the basis of a small support coalition. 
 

It is not clear, however, that rulers can always forego the provision or rent-financed 
expansion of public goods without creating threats to their own survival – a consideration 
that supersedes all else in standard theories of authoritarian systems. Case evidence suggests 
that threats of bottom-up upheaval can focus rulers’ minds on the needs of their population. 
In Oman, Sultan Qaboos overthrew his father Said in 1970 when leftist-nationalist forces 
imperiled the survival of the Al Bu Said dynasty. Said had been infamously stingy, much to the 
chagrin of the militant Omani opposition. On succession, Qaboos promptly embarked on an 
ambitious and largely successful program to roll out infrastructure, education, and health 
services across the sultanate, managing to rally much of the population around his rule and 
eventually defeating his leftist opponents (Peterson 1978; Valeri 2009).  
 

Moving beyond case anecdotes, we can rely on substantial existing literature on the 
positive effect of political threats on the provision of public goods. Hanson and Gallagher 
(2009) argue that internal and external threats to regime survival can create incentives for 
broad-based provision of public goods, albeit often combined with strategic repression. In 
their formal model of dictatorship, Gandhi and Przeworski (2006) show that when the threat 
of rebellion is greater, dictators make larger policy concessions but also distribute more spoils. 
Clark et al. (2010) propose a parallel model in which contestation – the threat that a leader is 
removed from power – leads to better provision of public goods.2 
 

That said, not all survival threats are likely to prompt developmental use of rents: intra-
elite coups or conventional military threats from abroad will lead to different resource 
allocation, notably elite patronage and military capacity building. Similarly, separatist 
movements that genuinely strive for self-determination will not simply drop their demand 
because they are getting better education and health care.3 In developed economies, 
organized labor movements have often been the pivotal oppositional actor to voice demands 
for social development and their appearance on the political stage systematically induced 
rulers to roll out social policies and, with some temporal lag, expand democratic suffrage 
(Berins Collier 1999; Esping-Andersen 1990; Hicks, Misra, and Ng 1995; Huber, Ragin, and 
Stephens 1993). 
 

While there is some evidence that labor strength played a similar role in the developing 
world (Rudra and Haggard 2005), labor organization is fraught with manifold difficulties in 
more authoritarian settings (Kim and Gandhi 2010). Here, the main bottom-up threat is 
typically subversion and potentially violent mass mobilization. This is the type of threat that 
Slater and Smith (2016) have focused on in their work on counter-revolution in the developing 
world, in which they show how elite collective action arises in the face of class threats from 
below. While their main focus is the establishment of durable elite parties, they mention 
public goods provision as a key part of the “reactive institution-building efforts” of threatened 

                                                      
2 The motivation in the model by Clark et al., however, is not placating the population but rather facilitating 
economic growth that provides more resources for targeted patronage among the ruling coalition. 
3 We acknowledge that regimes might respond with public goods provision to separatist movements motivated 
by relative socioeconomic deprivation. In turn, such movements might drop their cause when their grievances 
are addressed (for an exmample in the Indian context, see Vadlamannati 2011). To address this issue, we plan 
to run robustness tests with separatist movements as a control variable. 
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elites (Slater and Smith 2016, 1476, 1484). Social development as a form of counter 
insurgency, or counter-development as we call it, thus seems to be a viable strategy in the 
face of popular threats. 

 
We hence propose that threats of bottom-up subversion that are accompanied by broader 

distributional demands are the key trigger for welfare-enhancing use of rents. In practice, 
these have almost invariably taken on a left-wing hue. We define leftist subversions as any 
organized attempt at undermining the power and authority of an established political system, 
aiming at regime change and the transformation of the established social order based on a 
left-wing ideology in the broader sense (socialism, Marxism, Leninism, Communism, etc.). This 
means that such threats need to be systematic rather than episodic: They need to go beyond 
the spontaneous, uncoordinated street-level unrest that is endemic in many authoritarian 
systems, and aim for systemic, nation-wide change (Slater and Smith 2016; Slater 2010).4 
 

Now, how do rents come into the picture? There are two dimensions: firstly, we argue that 
subversive movements demanding broad-based welfare spending are more likely, ceteris 
paribus, when significant resource rents become available – a fact that is impossible to hide 
even for the most secretive of regimes. This is in line with existing theoretical work on 
rebellion and authoritarian survival. As Mesquita and Smith (2009, 181) point out, “free 
resources increase the incentive to rebel, especially in small coalition settings.” Similarly 
Acemoglu et al. (2004) assert that the value of democracy increases with larger rents as they 
provide more resources to redistribute – a clear incentive for rebellion against authoritarian 
incumbents. Secondly, rents increase the fiscal leeway to react to popular distributional 
demands and reduce the political opportunity costs of additional welfare spending. This is 
consistent with Conrad (2011) who finds that dictators in electoral authoritarian regimes are 
likely to respond to opposition meetings in domestic legislatures with material concessions, 
provided they have sufficient economic resources. In the absence of “free” resources, regimes 
are more likely to respond to subversive threats with the stick, rather than the carrot.  
 

Rulers find it politically easier to allocate additional resources from rents as this does not 
jeopardize existing distributional commitments within the elite which, like most spending 
commitments, tend to be sticky and path-dependent (Acemoglu and Robinson 2008). Elites 
would always prefer larger rents. Yet, using a share of incremental income for welfare 
purposes is easier than reducing elites’ share of a fixed economic pie, if only due to “loss 
aversion” among stakeholders (for an analogous argument on how rent-based distribution 
has obviated the need for redistribution and thereby facilitated democratization in Latin 
America, see Dunning (2008)). Simultaneously, survival threats discipline rulers to build 
institutions that can actually convert welfare spending into public goods. That being said, as 
rents reduce the dependence on the local economy, economically distortive but politically 
efficacious forms of distributive spending, such as excessive public sector employment and 
energy subsidies, also become viable options. In the example of Oman, rapid rent-driven 
income growth in the 1970s made it easy for Sultan Qaboos to cultivate a clientele of key 

                                                      
4 Slater and Smith (2016) also point out that what matters is not the “raw quantifiable level of conflict” but the 

perception among the elite that there is a credible threat emerging from bottom-up mobilization. Kim and 
Gandhi (2010) make a similar argument with regards to the potential for labor protest and the resulting 
extension of benefits to labor. This nuance is important for in some of our case studies street-level mobilization 
was limited but archival records demonstrate strong elite-level fears. 
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business allies and a large security sector while simultaneously ramping up education and 
health delivery, providing generous energy subsidies and rapidly increasing state employment 
(Peterson 1978; Valeri 2009). 
 

In sum, in the absence of a substantial bottom-up threat to their survival, rentier rulers can 
afford to repress and focus on pure elite rent-seeking; the system tolerates high levels of 
corruption, more so than non-rentier systems that depend on the local economy. In states 
where there is a substantial subversive threat, however, a different calculus applies. 
Subversion above a certain threshold means that there is a positive chance of regime 
overthrow – an issue that must have been on the mind of many postcolonial rulers who saw 
neighboring regimes fall to nationalist and leftist movements. Using some share of 
incremental resources for welfare provision maximizes the chance of ruler survival, while 
maintaining existing spoils among the political elite. Thus, resource rents make buying loyalty 
relatively cheaper and, to the extent that rents engender opposition, more urgent. The fiscal 
leeway for such welfare policies is larger than for resource-poor states faced by subversion. 
When threatened, rentier elites retain their political autonomy by giving up some fiscal 
autonomy. To put it bluntly: why not be generous if it makes you safer while you and your 
immediate supporters can still remain very rich?  
 
Figure 2: Impact of resource rents on population's material welfare 

 
 

Figure 2 summarizes the logic of our theoretical argument in which externally derived rents 
have very different implications for resource allocation and popular welfare depending on 
whether there is a subversive threat or not.5 For the following empirical analysis, we can 

                                                      
5 It should be noted that our argument is somewhat different from that of de Mesquita and Smith (2009; 

2010) whose theory predicts that provision of public goods is reduced when resource-rich rulers face increased 
threats of rebellion. Their theory and empirics focus specifically on “coordination goods” that allow rebels to 
organize, including civil liberties, radio penetration and transparency. Their account is ambiguous as regards 
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derive two core hypotheses from the above discussion: 
 

H1: Resource-rich countries without subversive threats provide low levels of material 
welfare to their populations, worse on average than all other cases. 

H2: Resource-rich countries experiencing subversive threats provide high levels of material 
welfare to their populations, better on average than all other cases. 

 
Furthermore, our theory allows us to predict a ranking of material welfare outcomes across 

rentier and non-rentier cases: we expect the best outcomes for resource-rich countries facing 
subversion and the worst outcomes for resource-rich countries without subversion. The 
effect of subversion in resource-poor countries should also be observable but relatively less 
pronounced. 

 
Table 1: Expected material welfare outcomes by country resource endowment and regime 
survival incentive 

 No subversion Subversion 

Resource-poor Bad Good 

Resource-rich Worst Best 

 
Finally, our theoretical framework entails a number of further observable implications which 
can be tested empirically: 
 

OI1: Subversion in general has a positive effect on welfare provision. 
OI2: Resource endowments should increase the likelihood of subversive threats. 
OI3: Resource-rich countries are less likely to increase repression in response to subversion 

than resource-poor countries.  
OI4: Resource-rich countries without subversive threats witness high levels of corruption, 

while resource-rich countries experiencing subversive threats witness lower levels of 
corruption. 

OI5: Resource-rich countries without subversive threats build only weak bureaucracies, 
while resource-rich countries without subversive threats build stronger 
bureaucracies. 

OI6: Distributive spending in resource-rich countries experiencing subversive threats tends 
to be particularly economically distortionary. 

 

  

                                                      
public goods providing material welfare – possibly because their theory of dictatorship stipulates a close link 
between levels of political and economic inclusion in political systems, which makes it hard to accommodate 
authoritarian states with broad-based welfare commitments. The present article fills this important conceptual 
and empirical gap. 
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Data and methods 
We test these predictions by investigating different developing countries’ performance on a 
core indicator of human development and public goods provision: under-5 child mortality. 
Following the approach of Tsui (2011) and Cotet and Tsui (2013), we construct an OLS 
regression model that takes country-level long-term changes of mortality rates as dependent 
variable. A long-term change model allows us to control for initial characteristics of cases, 
while enabling us to focus on what drives relative changes in outcomes, rather than needing 
to comprehensively explain levels of outcomes, which are more likely to be influenced by 
country-specific unobservables (Iqbal and Kiendrebeogo 2015). Focusing on long-term 
changes also reduces uncertainties about the quality of human development data; such data 
is often based on interpolation, which would make models based on year-to-year changes 
less reliable.6  
 

Our theory about coalition formation and state-building applies most clearly to countries 
at an early stage of development with unconsolidated statehood and weak public policy 
capacity where elite choices about resource use are of particular long-term import. As 
available data for our tests are limited to the post-1950 era, we therefore limit our primary 
sample to developing countries, defined as countries that were not OECD members by 1973. 
Our theory also applies most obviously to authoritarian rentiers where allocative choices are 
relatively unconstrained by participatory institutions – a criterion met by all developing cases 
in our sample at the point when their oil production begins, while most OECD rentiers were 
already democratic at production onset.7 OECD members are included in our models for 
robustness tests.   
 

Drawing on Tsui (2011) we use countries’ logged pre-production hydrocarbons 
endowment per capita as the main independent variable. This measure is determined by 
independent estimates based on geological data that is not influenced by country-specific 
exploration efforts and resource depletion, both of which could be influenced by political and 
institutional characteristics of a country that, in turn, might have an impact on mortality 
outcomes. Resource endowment is the most exogenous measure of rentier status we are 
aware of.8 Table 2 gives an overview of this variable for the 72 developing country cases in 
which it is larger than zero. 
  

                                                      
6 See www.childmortality.org for a description of the methodology. 
7 All oil-rich developing countries bar Malaysia have negative Polity2 values at the onset of oil production. 
Malaysia reaches 4 on the Polity scale, which still lies below the typical thresholds used to define democratic 
status. 
8 Population data are taken from the UNDP. We acknowledge that per capita value of endowments can shift in 
the post-onset period due to population developments, which, in turn, can be endogenous to rents. In the Gulf 
oil monarchies, for instance, oil-financed booms have led to large-scale migration and rapid population growth 
in the 1970s. 

http://www.childmortality.org/
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Table 2: Hydrocarbon endowments in developing countries (‘000 barrels p.c) 

 endowment 
p.c.  

ln value  endowment 
p.c.  

ln value 

Middle East and North Africa Sub-Saharan Africa 

Algeria 2.46 1.24 Angola 1.44 0.89 

Bahrain 10.81 2.47 Cameroon 0.17 0.16 

Egypt 0.34 0.29 Chad 0.21 0.19 

Iran 7.89 2.18 Congo 1.88 1.06 

Iraq 19.23 3.01 Gabon 9.17 2.32 

Kuwait 637.11 6.46 Nigeria 0.84 0.61 

Libya 32.55 3.51 Equatorial-Guinea 3.53 1.26 

Oman 21.35 3.11  

Qatar 460.02 6.13 Central Asia and Caucasus 

Saudi Arabia 85.54 4.46 Azerbaijan 3.37 1.48 

Sudan 0.07 0.07 Uzbekistan 0.14 0.13 

Syria 0.96 0.67 Kazakhstan 2.85 1.35 

Tunisia 0.36 0.31 Turkmenistan 2.02 1.11 

Turkey 0.04 0.04 East Asia 

UAE 409.04 6.02 China 0.05 0.04 

Yemen 0.32 0.28  

   Europe 

Eastern Europe Russia 1.84 1.04 

Hungary 0.10 0.09 South Asia 

Romania 0.38 0.33 Pakistan 0.01 0.01 

Ukraine 0.08 0.08 India 0.01 0.01 

Croatia 0.21 0.19    

Albania 0.35 0.30 South East Asia 

 Vietnam 0.04 0.04 

Latin America and Caribbean Thailand 0.02 0.02 

Peru 0.24 0.21 Malaysia 0.87 0.63 

Colombia 0.41 0.35 Indonesia 0.24 0.21 

Argentina 0.53 0.43 Pap. New Guinea 0.19 0.18 

Mexico 0.95 0.67 Brunei 93.75 4.55 

Brazil 0.04 0.04    

Chile 0.05 0.05    

Bolivia 0.27 0.24    
Note: Only countries with non-zero endowments are listed. Data from on Tsui (2011). 

 
The source for child mortality data is the UNDP (2015), which provides data back to 1950 

for most countries of the world in five year intervals. Given the persistence of long-term 
trends in child mortality development, we use linear interpolation to generate values for years 
within the intervals. The operationalization of the dependent variable requires more detailed 
discussion, for though inspired by Tsui and Cotet (2013), it improves on their 
operationalization in several regards. On the one hand, we draw on Tsui’s insight that 
knowledge of when resources are discovered helps us identify the relevant change period for 
each country. On the other hand, we do not measure a country’s total change in the outcome 
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variable over a country-specific post-onset period, but the difference in the change between 
a given country and its regional peers in the period. This way, we are able to focus on country-
specific time periods but also control for region-specific trends in that period – without losing 
degrees of freedom as we would with a conventional fixed effects specification. Comparisons 
with regional averages after country-specific onset years is also more precise than just using 
regional dummies: the coefficients of dummies are time-invariant while regional trends can 
change over time, which our period-specific difference measure captures. 
 

Diverging from Cotet and Tsui (2013), we also rely on compound annual growth rates 
(CAGRs) of mortality instead of changes in absolute mortality levels, as the latter are strongly 
influenced by extreme cases: mortality rates at any given point can vary up to a factor of 75 
between countries. Closely related, CAGRs are approximately normally distributed across 
cases, while absolute changes in mortality are zero-bounded and highly skewed, hence not 
appropriate for standard OLS regressions.9 Using CAGRs is in line with our intuition that a 
reduction of mortality from 100 to 90 per 1000 live births is roughly equivalent to a reduction 
from 10 to 9 – rather than a reduction from 10 to 0 as we would assume if we used absolute 
changes in mortality as dependent variable. 
 

In further contrast to Tsui, for both dependent variables we do not use “peak [oil field] 
discovery” years to define the onset of our country-specific measurement periods, but rather 
the first year at which a country receives per capita rents of more than 100 USD. We do this 
for two reasons: 

 
First, the main causal channel for our dependent variable is expected to be the provision 

of public health services. This provision is likely to be impacted only once actual rents accrue 
to governments on the basis of hydrocarbons production, not once an oil field is discovered 
(but potentially lies fallow and does not produce government income). Second, as discoveries 
can be stretched over many decades, Tsui’s peak discovery year can occur long after oil 
production already has set in based on earlier, smaller discoveries. Case data taken from these 
years could be endogenous to rents, and this bias could differ systematically across cases 
depending on the case-specific timings of discoveries and production. Our (low and early) rent 
onset threshold is more comparable across cases. Like Tsui (2011), we impute onset years for 
countries without resource endowments through the mean rent onset year in these 
countries’ respective region. 
 

A critical, new variable we introduce in our models is a dummy indicating whether a regime 
encountered significant instances of leftist subversion around the period of its formation. We 
use Svolik’s (2012) dataset on ruling coalitions to define separate regimes and count instances 
of subversion within a time window of five years before and after the onset of a new coalition. 
We have undertaken this coding for all countries included in our models and base it on a 
systematic survey of secondary case literature.10 
 

                                                      
9 A log transformation of mortality and subsequent calculation of changes in this variable would result in an 
equivalent specification, but the resulting numbers would be less intuitive. 
10 Note that we code subversion always in relation to the regime that comes into existence. By contrast, if the 
regime itself came into existence through a subversion, but did not face a subversive threat once it was 
established, we code the case as non-subversion.  
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We include a number of basic control variables in our regressions. These include onset-
year values for logged real GDP per capita levels taken from Bold und van Zanden (2014) as 
well as logged child mortality (we use values from onset years to make sure they are 
exogenous to rents).11 We also include dummies for world regions as defined by the World 
Bank and an ethnic fractionalization index taken from the EPR dataset by Cederman et al. 
(2010a), supplemented by data from Alesina et al. (2003) for countries with missing data. The 
latter is to account for the widely discussed negative link between ethnic diversity and public 
goods provision (Alesina, Baqir, and Easterly 1999; Easterly and Levine 1997; Miguel and 
Gugerty 2005). 
 

Drawing on a wide range of literature on the historical and institutional factors that 
influence economic development and state capacity more broadly, we identify the following 
additional control variables: 

 regime leftist ideology at onset (own coding); 

 number of coups until onset year (Marshall and Marshall 2014); 

 democracy stock, i.e. number of years during which a country has been democratic, 
at onset year (based on Gerring, Thacker, and Alfaro 2012); 

 years of violent domestic conflict until onset (Raleigh et al. 2006);  

 origin of colonial power (Hadenius and Teorell 2007); 

 Logged historical slave exports per capita (Nunn 2008);  

 Latitude (Nunn and Puga 2012);  

 share of Muslim population (Gleditsch et al. 2002); 

 population density (UNDP 2015); 

 urbanisation rate (UNDP 2015).  
 

Empirical tests 
In the following, we investigate the impact of oil endowment and subversion on changes in 
child mortality rates. We first show descriptive statistics, then run a variety of long-term 
change regression models, present robustness tests, and address endogeneity concerns using 
an instrumental variable model. 

Descriptive statistics 
Figure 3 below shows how well different types of countries have done in reducing child 
mortality compared to their regional neighbors in the first 15 years after the onset of rents. 
Not only is there a large difference between rentier states with and without subversion as 
predicted by H1 and H2. The results also bear out the more specific predictions in Table 1: 
rentier countries with a record of subversion experience the best outcomes, rentier countries 
without subversion the worst, non-rentiers with subversion the second best outcomes and 
non-rentiers without subversion the second worst. Thus, rents appear to boost the effect of 
subversion’s presence or absence. The difference between resource-rich countries with and 
without subversion amounts to 1.2 standard deviations and becomes larger if more restrictive 
endowment thresholds are used.12 

                                                      
11 See Alexeev and Conrad (2009), and Herb (2005) for discussions of the endogeneity of GDP data to rents once 
oil hydrocarbons production has set in. 
12 Resource-rich here is defined as having a logged endowment per capita of >0.5; the graph looks essentially 
the same for other thresholds. 
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Figure 3: Average difference from regional child mortality reduction rates (CAGR) 15 years 
after onset, by endowment and history of subversion 

 
 

Long-term change regression models 
The regression models in Table 3 take the same variable – difference in the 15-year post-onset 
child mortality CAGR between individual countries and their regional peers – as dependent 
variable. Positive coefficients denote a higher reduction in mortality. All models use robust 
standard errors clustered by world regions. The basic model in column 1 includes logged oil 
endowment per capita as main independent variable. The control variables are logged GDP 
per capita in the onset year, logged child mortality in the onset year, ethnic fractionalization 
and region. 
 

Model 1 indicates that on average, endowment has a significant positive effect on reducing 
long-term child mortality, confirming the finding of Cotet and Tsui (2013). Model 2 introduces 
a dummy indicating the presence of leftist subversion at the time of regime formation as 
additional variable. As predicted by OI1, the dummy has a positive effect on mortality 
reduction. Its inclusion reduces the impact of oil endowment by about 40%; the oil variable 
remains positively significant. To test the impact of subversion on resource-rich countries in 
particular, model 3 interacts the oil endowment variable with the subversion dummy. 
Subversion retains its significant positive impact, but its interaction with the endowment 
variable also has a positive and significant coefficient that is larger than that of the general 
endowment variable in model 1. By contrast, the estimated impact of endowment without 
subversion is negative and significant, suggesting a negative effect of oil endowment without 
subversion. This is also illustrated in the marginal effects plots in Figure 4. Taken together, the 
findings confirm both H1 and H2. 
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Table 3: Baseline models child mortality 

 (1) (2) (3) 
    

Endowment p.c. (logged) 0.0036*** 0.0021*** -0.0031* 
 (0.00086) (0.00060) (0.0015) 
    
Subversion  0.011** 0.0097** 
  (0.0034) (0.0036) 
    
Subversion x Endowment   0.0056** 
   (0.0017) 
    
Mortality onset (logged) 0.0018 0.0026 0.0036 
 (0.0018) (0.0017) (0.0019) 
    
GDP p.c. onset (logged) 0.0014 0.0014 0.0021 
 (0.0028) (0.0029) (0.0023) 
    
Ethnic fractionalization 0.0012 -0.0018 -0.0029 
 (0.0072) (0.0075) (0.0075) 

Observations 125 125 125 
R2 0.10 0.17 0.18 

Standard errors in parentheses * p<0.10, ** p<0.05, *** p<0.010. 
 
Figure 4: Marginal effects of endowments per capita with and without subversion 

 
 

The overall picture is exactly in line with the predictions of Table 1 in terms of the predicted 
performance ranking of rentier and non-rentier countries with and without subversion. Note 
that regression and descriptive results are very similar for post-onset periods of 10 and 20 
years and if OECD cases are included in the regression (see Online Appendix). 
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Table 4 below tests the robustness of our results by progressively adding more control 
variables to the basic model with the endowment-subversion interaction. The basic findings 
– a positive impact of both subversion by itself and subversion interacted with endowment – 
remain robust. The negative impact of endowment without subversion is also consistent and 
becomes significant in most models, especially the more comprehensive ones. The findings 
also remain compatible with the hierarchy of outcomes in Table 1.  
 

Further robustness tests 
We conduct a panoply of further robustness tests which are all detailed in the Online 
Appendix. Our key variables remain significant throughout most of these tests and the 
difference in the marginal effects of oil endowment with and without subversion remains 
significant throughout all tests. 
 

Specifically, we first test a number of additional control variables available only for a 
limited number of cases, such as the State Antiquity Index (Bockstette, Chanda, and 
Putterman 2002), the number of Protestant missionaries (Woodberry 2012), past status as a 
forced settlement colony (Owolabi 2015), terrain ruggedness and the intensity of malaria 
(Nunn and Puga 2012), and a dummy indicating if abundance start occurred during the Cold 
War. The model is also robust to using an indicator of ethnic exclusion (Cederman, Wimmer, 
and Min 2010b) instead of fractionalization, average logged oil rents per capita during the 
post-onset period (taken from Ross (2013) instead of endowment per capita, and infant 
mortality instead of under-5 mortality. 
 

Another set of tests assesses the robustness of our model to contentious political events 
during abundance start, as well as during regime formation, and in the post-onset period. Like 
that, we can rule out that another event either in the early period of regime formation or after 
oil rent onset is driving the divergence across oil-rich countries. Concretely, we add the number 
of coups in the regime formation and post-onset period, the number of civil conflicts in the 
regime and post-onset period – both individually and in combination – as well as the average 
annual unrest (Banks 2011) to the regression. We also add the following variables to our baseline 
model in both the regime formation, abundance start, and post-onset period: external crises 
(Brecher and Wilkenfeld 1997), external rivalries (Klein and Goertz 2006), guerrilla activity, 
unrest, and revolutions (Banks 2011), and irregular ruler exit (Svolik 2012). We also add Marxist 
rebellions taken from Kalyvas and Balcells (2010) as a control variable in the three time periods.13 
 

Finally, a third set of tests excludes Gulf oil monarchies and countries with particularly high 
per capita oil endowments with a log value above 2; uses different time periods for the post-
onset period (15 and 25 years); and uses geographic distance instead of regions to measure 
neighbourhood. We also replicate the exact model used by Tsui and Cotet (2013) instead of 
using our variation of their model and obtain very similar results.

                                                      
13 We also experimented with using the latter variable as an alternative measure of subversive activities but 
could not recover our results: although Marxist rebellions as a base term approach significance (0.15), the 
interaction term is negative and far from significant, and endowment itself is positive and insignificant. This is 
not entirely surprising, however, given that Marxist rebellions are only a subset of leftist subversions, which can 
be both violent and non-violent. We also lose about 20 percent of our observation which complicates 
comparison across models. 
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Table 4: Robustness test – additional variables 

 (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 
           

Endowment p.c. (logged) -0.0032* -0.0040* -0.0040* -0.0043* -0.0041 -0.0048* -0.0053** -0.0054** -0.0055** -0.0053** 
 (0.0015) (0.0017) (0.0019) (0.0020) (0.0026) (0.0024) (0.0022) (0.0021) (0.0022) (0.0022) 
Subversion 0.0099** 0.011** 0.011** 0.013*** 0.011** 0.011* 0.012** 0.012* 0.012* 0.012* 
 (0.0035) (0.0032) (0.0036) (0.0034) (0.0047) (0.0051) (0.0049) (0.0052) (0.0053) (0.0055) 
Subversion x Endowment 0.0060*** 0.0062*** 0.0063** 0.0063*** 0.0069* 0.0076** 0.0078** 0.0079** 0.0080** 0.0078** 
 (0.0015) (0.0016) (0.0019) (0.0018) (0.0035) (0.0032) (0.0027) (0.0028) (0.0031) (0.0030) 
Coup onset  -0.0011* -0.00084 -0.00059 -0.00077 -0.00083 -0.0010 -0.0010 -0.0010 -0.0010 
  (0.00048) (0.00051) (0.00054) (0.00095) (0.00095) (0.0011) (0.0012) (0.0012) (0.0012) 
Democracy stock onset   0.000011 0.000018 0.000024** 0.000022* 0.000028*** 0.000028*** 0.000028*** 0.000028*** 
   (0.000012) (0.000010) (0.000009) (0.000010) (0.000008) (0.000008) (0.000007) (0.000008) 
Conflict onset    -0.00059** -0.00075*** -0.00071*** -0.00078*** -0.00080** -0.00078** -0.00079** 
    (0.00017) (0.00016) (0.00015) (0.00019) (0.00023) (0.00027) (0.00028) 
Base category: Never colonized           
           
Dutch     -0.017** -0.017** -0.0076 -0.0067 -0.0046 -0.0043 
     (0.0068) (0.0067) (0.0065) (0.0091) (0.0068) (0.0069) 
Spanish     0.0020 0.0025 0.012* 0.012* 0.012** 0.012** 
     (0.0055) (0.0056) (0.0057) (0.0055) (0.0052) (0.0049) 
Italian     0.0030 0.0011 0.0041 0.0047 0.0049 0.0055 
     (0.0100) (0.0078) (0.0082) (0.0097) (0.0096) (0.0100) 
US     0.0026 0.00011 0.0047 0.0051 0.0067 0.0068 
     (0.0082) (0.0079) (0.0089) (0.0097) (0.0096) (0.0096) 
British     -0.0026 -0.0032 0.0023 0.0024 0.0025 0.0029 
     (0.0085) (0.0090) (0.0076) (0.0079) (0.0078) (0.0077) 
French     0.00045 -0.00049 0.0024 0.0025 0.0028 0.0030 
     (0.0044) (0.0045) (0.0033) (0.0033) (0.0034) (0.0036) 
Portuguese     0.0026 0.0013 0.0053 0.0051 0.0052 0.0055 
     (0.0068) (0.0069) (0.0061) (0.0056) (0.0056) (0.0055) 
Belgian     0.011* 0.012* 0.015** 0.014*** 0.014** 0.014** 
     (0.0058) (0.0059) (0.0049) (0.0038) (0.0042) (0.0042) 
British-French     0.0072 0.0061 0.016* 0.016* 0.016* 0.017* 
     (0.0070) (0.0076) (0.0071) (0.0073) (0.0071) (0.0075) 
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Australian     -0.030** -0.031** -0.024** -0.024** -0.022* -0.021* 
     (0.010) (0.011) (0.0092) (0.0086) (0.0095) (0.0097) 
Slave exports (logged)      0.00054 0.00033 0.00034 0.00027 0.00025 
      (0.00047) (0.00049) (0.00052) (0.00067) (0.00067) 
Latitude       0.00034*** 0.00035*** 0.00035*** 0.00034*** 
       (0.000059) (0.000072) (0.000071) (0.000069) 
Percent Muslim        -0.0017 -0.0021 -0.0021 
        (0.0065) (0.0060) (0.0060) 
Population density onset         0.0000023 0.0000019 
         (0.0000053) (0.0000052) 
Urbanization onset          0.000040 
          (0.000071) 

Observations 125 125 124 124 124 123 123 123 123 123 
R2 0.18 0.20 0.21 0.25 0.30 0.30 0.37 0.37 0.37 0.37 

Standard errors in parentheses * p<0.10, ** p<0.05, *** p<0.010. 
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Instrumental variable model 
While our measure of oil wealth – endowment per capita – can be considered exogenous, we 
cannot rule out potential endogeneity of our other key variable, leftist subversion. Problems 
of endogeneity would be particularly worrying if subversion and the reduction of mortality 
were both driven by an uncontrolled confounder. To address these endogeneity concerns, we 
run an instrumental variable model using the percentage of wetlands as an exogenous 
predictor of subversive activities. This is inspired by the literature on civil war which has 
emphasized the importance of geographical characteristics favoring rebel insurgencies (most 
prominently Fearon and Laitin 2003). In this context, wetlands or swamps have long been 
known to provide a propitious terrain for rebel hideouts. For example, during the Mau Mau 
rebellion in Kenya, swamps were effectively used by rebels as the following description of a 
rebel base in the Kenyan wetlands by a British police officer demonstrates:  
 

“It was a unique example of insurgent architecture, built out in the swamp, but free from 
water, concealed on all sides and from above by reeds. It could even rise as the lake rose. A 
well-used clearing was its center, from which tunnels radiated to sleeping areas.” (cited in 
Jackson Jr 2003, 176).  
 

Now, could it be that wetlands have a positive direct effect on child mortality that is not 
mediated through leftist subversion, which would violate the exclusion restriction? 
Theoretically, the chances of this are quite slim as wetlands have not only been propitious 
rebel hinterland but also as well-known breeding grounds for various diseases. In fact, in their 
seminal article Acemoglu et al. (2001) emphasize how swamps were particularly affected by 
malaria and higher mortality rates, which they then use to instrument for extractive colonial 
institutions. This means that, in theory, instrumenting with wetlands should bias the results 
against us, both through a direct effect on mortality rates and a possible knock-on effect 
through institutional legacies. Empirically, we show that wetlands do have an insignificant 
negative effect on child mortality when added as a normal regressor into the equation.14 
 

To run our IV model, we use data on the percentage of land covered by wetlands taken 
from Woodberry (2012). Given the presence of an interaction term, we instrument for 
Subversion using Wetland and the Subversion x Endowment p.c. interaction using Wetland x 
Endowment p.c. We use a simple 2sls estimation with standard errors clustered by region. 
Our results are virtually identical using a GMM estimation procedure.15 Table 5 displays our 
results for both the first and second stage regression. As expected, at the first stage Wetland 
is a strong positive predictor of Subversion while the interaction between Wetland and 
Endowment p.c. predicts subversion negatively. The latter also holds true for the 
instrumented interaction term Subversion x Endowment p.c. Please note that the highly 
significant positive effect of endowment on subversion in the first stage also provides strong 
support for our observable implication 2 (OI2) that natural resources make subversion more 
likely. 
 

At the second stage, we recover the strong negative effect of oil endowment on mortality 
in the absence of subversion while the effect is positive when subversion is present. Both 

                                                      
14 In the Online Appendix, we test the validity of our exclusion restriction empirically, showing that subversion 
has a negative, yet insignificant effect on mortality. 
15 See the robustness tests in the Online Appendix.  
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effects are highly significant and noticeably stronger than the main effects in our baseline 
model. Only the marginal effect of subversion without oil ceases to be significant. Instrument 
strength is fairly good with the Kleibergen-Paap F statistic just below the critical Stock-Yogo 
threshold for less than 10% bias. In sum, while our IV model makes us less certain about the 
effect of subversion without oil, the results provide strong support for our hypothesis that 
subversion conditions the effect of oil. 

 
Table 5: IV regression instrumenting for subversion 

 First stage 

 (1) (2) 
DV Subversion Subversion x 

Endowment p.c. 

Wetland 0.014*** 0.006 
Wetland x Endowment p.c. -0.023** -0.053*** 
Endowment p.c. (logged) 0.144*** 0.961*** 
Mortality onset -0.176*** -0.223*** 
GDP p.c. onset (logged) 0.022 -0.096 
Ethnic fractionalization 
Region: 

0.377** 0.328*** 

EA 0.314*** 0.460*** 
EU 0.268*** 0.297*** 
LAC 0.536*** 0.498*** 
MENA 0.452*** 0.590*** 
SA 0.266** 0.269** 
SEA 0.518*** 0.346*** 
SSA 0.138 0.318*** 
Leftist ideology -0.084** -0.072 
Coup onset 0.024** 0.005 
Democracy stock onset -0.004* -0.0002 
Conflict onset 0.015*** 0.003 

Second stage 

DV Child mortality CAGR 

Subversion 0.006 
Subversion x Endowment p.c. 0.018*** 
Endowment p.c. (logged) -0.014*** 
Mortality onset 0.007* 
GDP p.c. onset (logged) 0.003* 
Ethnic fractionalization 
Region: 

-0.005 

EA -0.007* 
EU -0.008** 
LAC -0.011** 
MENA -0.019*** 
SA 0.0004 
SEA -0.004 
SSA -0.003 
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Leftist ideology 0.005 
Coup onset -0.0005 
Democracy stock onset 0.00002*** 
Conflict onset -0.0005* 

N 123 
R2 0.18 
Kleibergen-Paap Wald rk F statistic 6.95 
Stock-Yogo 10% critical value  7.03 

Standardized beta coefficients * p<0.10, ** p<0.05, *** p<0.010. 
 

Complementary descriptives and tests 
We have assembled data on a wide variety of other indicators measuring public goods and 
welfare provision. While none of them offer the same range and completeness as the child 
mortality data, they all are consistent with our main hypotheses and confirm several further 
observable implications. Figure 5 below shows that for all indicators the longitudinal and 
cross-sectional differences between subversive and non-rentiers are large and in the 
expected direction. 16 Moreover, the hierarchy of outcomes predicted in Table 1 holds up for 
almost all outcomes.17 
 
Figure 5: Various development outcomes by endowment and history of subversion 

Average percentage change in secondary school enrolment rates 15 year after onset of rents 
(n=100) 

  
 
  

                                                      
16 The threshold for “resource-rich” used here again is a logged per capita oil endowment above 0.5. The 
graphs look very similar for other cut-offs. 
17 In most cases, data are only available long after onset. Only for secondary enrolment, we managed to collect 
data back to 1950 using a combination of World Development Indicators and digitized UN yearbooks, covering 
a total of 100 countries, compared to 125 included in the above mortality regressions. In the Online Appendix, 
we replicate our baseline model using secondary enrolment and find the same conditional effect of subversion 
on oil endowments. 
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Average World Bank Governance Indicators government effectiveness score, 1996 (n=118) 

  
 
Average World Bank Governance Indicators rule of law score, 1996 (n=125) 
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Average World Bank Governance Indicators control of corruption score, 1996 (n=118) 

 
 
Measles immunization rates, 1996 (n=124) 
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DPT immunization rates, 1996 (n=124) 

 
 
Paved roads (% of total), 1996 (n=88) 
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Access to electricity, 2010 (n=64) 

 
 
 
Wages and salaries as share of total expenditure, 1997 (n=101) 

 
 
Sources: World Bank (2014) except for data on wages taken from Lucas and Richter (2012).  

 
Among our observable implications was that subversive would build better institutions and 

limit corruption to be able to deliver public services. Figure 5 shows World Bank Governance 
Indicators scores in 1996, the first year for which we have data. The results for government 
effectiveness and rule of law are exactly in line with the hierarchy predicted in Table 1: while 
in the case of “control of corruption”, resource-rich and resource-poor countries with 
subversion are tied for the best performance. In all cases, the difference between scores 
becomes even more pronounced for later years, when subversive rentiers also do better on 
control of corruption than subversive non-rentiers. These patterns suggest long-term 
persistence of the institutional paths that produce better and worse outcomes. 
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only recent data. Both immunization ratios and the share of paved roads follow the expected 
pattern for 1996; results for other available years are similar. Finally, patterns in access to 
electricity in 2010 (the earliest year with data) follow our predictions with the small exception 
that non-subversive non-rentiers do even worse than non-subversive rentiers. 
 

The final graph in Figure 5 shows the share of wages and salaries in total state expenditure 
in 1997 (the year with the most complete data). As expected, subversive rentiers are the most 
generous in the provision of state employment, which different from health, education and 
infrastructure provision is widely seen as an economically distortionary way of sharing wealth 
(see OI 5). The pattern does not hold up for non-rentiers, which is consistent with our 
expectation that such countries are under stronger constraints to follow economic rationality. 
 

The above descriptive patterns are largely confirmed in cross-sectional regressions that 
control for current GDP per capita, GDP per capita at rent onset, region, and ethnic 
fractionalization; the only core variable that is not consistently significant is non-rentier 
subversion (see Online Appendix). We are reluctant to draw any strong conclusions from 
individual descriptive data and cross-sectional regressions. But in combination with our more 
thorough investigation of child mortality patterns, the results suggest that subversion makes 
a systematic and deep difference in how resource-rich states provide public services and 
share wealth. 
 

Finally, we also provide evidence for our observable implication OI3 that resource-poor 
regimes are more likely to repress in response to a subversion that resource-rich regimes. To 
do so, we replicated our baseline model using the change of Repression in the 15 years after 
onset as a dependent variable. Data on repression are taken from the Cingranelli and Richards 
(2010) Political Terror Scale dataset, which codes human rights violations based on State 
Department and Human Rights Watch (HRW) reports.18 Table 6 and the associated marginal 
effects plot shown in Figure 6 provide strong evidence in support of OI3: while in countries 
with small endowments subversion leads to a significant increase in repression, this is not 
true for countries above an endowment per capita level of 2 where the marginal effect ceases 
to be significant. 
  

                                                      
18 We use their variable based on HRW reports to maximize the number of observations.  
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Table 6: Effect of endowment on repression conditional on subversion 

 (1) 
  

Endowment p.c. (logged) -0.17 
 (0.16) 
  
Subversion 0.82*** 
 (0.20) 
  
Subversion x Endowment -0.26* 
 (0.13) 
  
GDP p.c. onset (logged) -0.35** 
 (0.13) 
  
Ethnic fractionalization 0.48 
 (0.26) 

Observations 105 
R2 0.28 

Standard errors in parentheses * p<0.10, ** p<0.05, *** p<0.010 
 

Figure 6: Marginal effect of subversion on repression by levels of endowment 
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Case studies 
To trace the causal mechanisms behind the statistical patterns, we present two case studies 
in this section. Two further case studies can be found in the Online Appendix.19 We selected 
cases with a sizeable resource endowment that, based on most predictors save for 
subversion, could have been considered least (Oman) and most likely (Republic of Congo) 
cases to succeed in rapid child mortality reduction. This should allow us to better isolate the 
effect of subversion. In the case of Oman, our case study also contains important within 
variation as we study political events just before and after the occurrence of subversion. 
Finally, our cases can also be considered representative as, statistically speaking, both are 
onliers and broadly characteristic of territorial states in our sample.  
 

Oman 
Oman is a good case for several reasons: it has a sizeable resource endowment, yet one that 
is significantly smaller than the more extreme rentiers on the Arabian Peninsula (see table 
[2]). It has faced clear subversive threats in the 1960s and 1970s. With a total land area of 
309,500 square kilometers, it is about as large as Poland, hence contrary to city states like 
Kuwait or Brunei it has faced greater hurdles of building infrastructural power, comparable to 
those of many other countries. If anything, its low population density (only 600,000 
individuals in the onset year of 1964), hot climate, a terrain mostly consisting of mountains 
and deserts, and its ethnic heterogeneity make it a “hard case” for building state capacity. We 
should expect it to under- rather than over-perform on public service delivery. Oman also had 
very little state income and almost no administrative structures at the time oil was found, 
meaning that the impact of resources on state-building is likely to be particularly profound 
and clearly observable. Finally, it is an onlier in our core regression on child mortality, where 
its residual is only about one tenth of the standard deviation of all case residuals. 
 

Extensive information about political subversion, elite decisions and state-building in 
Oman from the 1960s to the 1980s is available in both secondary literature and British 
diplomatic archives. At the time when oil was discovered in 1964, Oman was one of the 
poorest and least developed countries in the whole Middle East region, with a largely illiterate 
population and almost no national infrastructure, ruled by a Sultan whom many of his 
contemporaries considered a miserly misanthrope. When rents started to accrue from 1964 
on, Sultan Said – obsessed with remaining debt-free and building state reserves – famously 
refused to share much of the newfound wealth with his population. He typically stalled the 
few health and education projects he had started.20 
 

The 1950s and 1960s were a period of political ferment in the Arab region. Nationalist and 
leftist coups brought down several Arab monarchies, replaced by republican regimes that 
further spread radical ideologies across the region and actively supported subversive 
movements in the remaining conservative countries (Kerr 1965). Poor and peripheral Oman 
joined the game late, but from the mid-60s on, radical thought spread rapidly. A leftist-

                                                      
19 Please note that the Congo case study is still in production at this point.  
20 General Progress of Development Plans: report by JEH Boustead, Muscat Development Department to 
Foreign Office, 13 August 1961, FO 371/156787, UK National Archives (henceforth UKNA). 
D.G. Crawford, Consulate General, Muscat, to HE Sir Stewart Crawford, Political Resident, Bahrain, 30 
December 1969, Annual Review for 1969 (FO1016/791], UKNA. 
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nationalist insurgency emerged in the southern region of Dhofar in 1965 in the shape of the 
Dhofar Liberation Front, which moved further to the left in 1968 when it became the openly 
Marxist Popular Front for the Liberation of the Occupied Arabian Gulf, allied with the leftist 
regime in South Yemen and supported by China and the Soviet Union.21 
 

According to both primary and secondary sources, the rebels’ key grievance was Oman’s 
underdevelopment in the face of both growing local oil riches and rising standards of living in 
neighboring Gulf countries, resulting in unrequited Dhofari demands for development.22 In 
the words of historian of Oman Francis Owtram, “[Sultan] Said had ignored one of the most 
basic rules of counterinsurgency: to understand your opponents’ grievances” (Owtram 2002). 
The Sultanate’s 1968 budget allocated 75% of spending on defense, compared to 1.3% on 
health and 0.8% on education (Peterson 1978). 
 

By the late 1960s, the Sultanate faced the threat that the insurgency would spill into 
mainland Oman, where the National Democratic Front for the Liberation of Oman and the 
Arabian Gulf emerged to organize discontented young Omanis, often returnees from abroad 
with better schooling and experience of higher living standards (Peterson 1978). By 1970, the 
Dhofari rebels seemed to gain upper hand militarily;23 this and the fledgling NDFLOAG 
campaign in the mainland convinced the son of Said, Qaboos, and his British backers to 
depose the old Sultan in July of that year. Qaboos and the British shared the perception that 
development was needed to forestall an imminent revolution.24 In his first post-coup 
announcement, Qaboos declared “I promise that the first thing I shall dedicate myself to will 
be the speedy establishment of a modern government” (Peterson 1978). 
 

Oman, always technically an independent country, ended its protectorate treaty with 
Britain in 1971. Under Qaboos’ leadership, it quickly built up a national administration and 
public services, with particular focus on Dhofar. Provision of schools, health facilities, and 
water distribution for the tribesmen of Dhofar was among the new Sultan’s first acts, and  the 
region’s share of the development budget far outweighed its proportion of Oman’s 
population (Peterson 1978). 
 

Despite an ongoing war, the share of military in total spending dropped below 50% and 
development spending rose to more than a third.25 Qaboos’ investments yielded quick 
results: the school population in all of Oman increased from 750 in June 1970 to 10,000 by 
the end of the year.26 The total number of schools increased from 3 in 1970 to 68 in 1973; the 

                                                      
21 Secret paper, “Subversive Activity in the Persian Gulf”, no date, ca. January 1969, FO1016/797, UKNA. 
22 Memo by JEH Boustead as to the Sultan’s policy, 18 October 61, FCO371/156818; 
Summary of the Annual Review of the Sultanate of Muscat and Oman for 1968, FO1016/791, UKNA. 
23 D.G. Crawford, HM Consul-General, Muscat, to HE Sir Stewart Crawford, Political Resident in the Persian 
Gulf, 4 January 1971, Annual Review for 1970, enclosing calendar of events in 1970, DEFE25/186, UKNA. 
24 JSR Duncan, CG General to Bahrain, despatch of 7 October 1963, FO 371/168688, FO 381/168690; D.C. 
Carden, British ConsuI-General Muscat, to HE Sir William Luce, Political Resident in the Persian Gulf, Bahrain, 
15 January 1966, despatch No. 2, developments and progress from October 1965, F0371/185363; D.G. 
Crawford, Consul-General, Muscat, to M.S. Weir, Bahrain Residency, 30 October 1969, FCO8/1072 (all UKNA). 
25 D.G. Crawford, Her Majesty’s Consul-General, Muscat, to HE Sir Stewart Crawford, Political Resident in the 
Persian Gulf, 4 January 1971, Annual Review for 1970, Enclosing calendar of events in 1970, DEFE25/186; HM 
Ambassador at Muscat to the Secretary of State, Oman: Annual review for 1974, 7 Jan 1975, FCO08/2454 (all 
UKNA). 
26 D.G. Crawford, Her Majesty’s Consul-General, Muscat, to HE Sir Stewart Crawford, Political Resident in the 
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number of clinics grew from 13 to 29 in the same period (Peterson 1978). While remaining 
resolutely authoritarian, Qaboos also shared national wealth through quickly expanding state 
employment. By 1975, Oman had 14 ministers and 12,000 civil servants, up from a few 
hundred in 1970.27 
 

UK diplomatic archives are very explicit about the political rationale of development 
expenditure. The Sultan made specific requests that military action in Dhofar be accompanied 
by “civic action” to win over the Shihu tribe and its shaikhs.28 In personal conversations with 
diplomats, the Sultan “fully realized the importance to the stability of the Sultanate of 
developing the country as rapidly as could reasonably be done”29. 
 

The militant leftist challenge continued until the mid-1970s, but the rapid roll-out of 
infrastructure, health, and education services increasingly placated the population, as even 
radical historian Fred Halliday (1974), who spent time among the Dhofari rebels, concedes. 
“Civil action teams” in Dhofar in some cases consisted entirely of former, now co-opted 
rebels.30 By 1975, the British ambassador could report that the country had made huge 
progress in development, with many expatriate Omanis – including former PFLOAG members 
– returning to work in it.31 The propaganda of PFLOAG cut little ice as the lot of ordinary 
Omanis improved visibly.32 By 1976, the revolution in Dhofar was militarily defeated and the 
subversive networks in mainland Oman suppressed. 
 

Oman’s welfare outcomes continued to improve at a rapid pace: Its child mortality 
reduction rate for the 1964-1981 post-onset era is 1 percentage point above the already very 
good MENA average. According to WDI data, it is the second fastest reducer of child mortality 
in the world in the 1960 to 2013 period. Secondary school enrolment increased from zero in 
the early 1970s to nearly 100% in the 2000s. At the same time, Qaboos has used resource 
rents to build loyal networks in the country’s tribal, military, and commercial elites. Such allies 
were given long-term control of critical ministries and, often simultaneously, commercial 
monopolies (Valeri 2009, 2012). Due to the small size of the ruling family, such non-royal elites 
are more powerful in Oman than anywhere else in the Gulf (Herb 1999). The Sultan himself 
also developed a penchant for extravagance,33 which, however, few Omanis – benefitting 
from unprecedented state largess – seem to have begrudged him. Per capita rents that 
increased from zero in 1963 to above 5000 USD per capita after the 1973 oil shock allowed 
him to have his cake and eat it: co-opt elites, live a lavish personal life, and provide broad 
welfare to the Omani population to undercut subversive threats. 
 

                                                      
Persian Gulf, 4 January 1971, Annual Review for 1970, Enclosing calendar of events in 1970, DEFE25/186, 
UKNA. 
27 Then and Now, HM Ambassador at Muscat to Secretary of State, 12 February 1975, FCO 8/2454, UKNA. 
28 Acting Chief of Defence Staff to Secretary of State, 2 December 1970, DEFE25/186, UKNA. 
29 Review of talk with the Sultan by WH Luce, 28 April 1971, FCO8/1680, UKNA. 
30 TJ Clark to RM Hunt Esqu (Middle East Department), 3 October 1973, enclosing “Situation in Oman (July- 
September 1973)”, FCO08/2005, UKNA. 
31 Then and Now, HM Ambassador at Muscat to Secretary of State, 12 Feb 1975, FCO08/2454. UKNA. 
32 HM Ambassador at Muscat to the Secretary of State, Oman: Annual review for 1974, 7 Jan 1975, 
FCO08/2454, UKNA. 
33 HM Ambassador at Muscat to the Secretary of State, Oman: Annual Review for 1972, 7 January 1973, FCO 
8/2006, UKNA. 
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Conclusion 
This paper has argued that the provision of mass welfare in resource-rich states is strongly 
conditioned by whether ruling elites have faced subversive threats at critical junctures of 
regime formation. We contribute to several theoretical debates: first, the discussion about 
the “resource curse”, to which we have added a critical of set of outcome variables. We also 
confirm a recent approach in this literature that looks beyond global average effects and 
instead investigates the specific conditions under which natural resources lead to positive or 
negative outcomes. We show that the mechanisms of wealth management in authoritarian 
oil states vary drastically depending on political conditions: rulers either tend to withdraw 
from welfare provision and institution-building or step up efforts on both fronts. In fact, the 
range of outcomes for resource-rich states is much larger than for resource-poor ones, which 
underlines that studying average outcomes is particularly problematic in the case of welfare. 
 

We also provide further insights into the relationship of resource rents and opposition. 
Smith (2008) and de Mesquita and Smith (2009) predict a higher likelihood of rebellion in the 
presence of natural resources, but do not test this assertion empirically. Our instrumental 
variable model corroborates their hypothesis on a global dataset. Going beyond their model, 
we also show that repression of subversive activities is more likely among resource-poor 
states which, we argue, are less able to finance co-optation of opposition through welfare 
and patronage. 
 

That being said, our empirics indicate that a history of subversion also improves public 
service delivery in resource-poor countries, if by a smaller margin. With this insight, we 
contribute an important variable to the fledgling literature on the political drivers of human 
development in general (e.g., Gerring, Thacker, and Alfaro 2012). 
 

By the same token, we also add to the study of dictatorships and their relationship to 
society. We show that authoritarian regimes can have very different social bases and pursue 
very different social policies depending on their history of contentious politics – a finding that 
holds true especially, but not only for resource-rich authoritarian regimes. Our results suggest 
that existing classifications of authoritarian systems according to forms of elite organization 
(monarchies, one-party regimes, neo-patrimonial regimes etc.) are less useful for 
understanding authoritarian welfare. For the latter, a general focus on critical historical 
junctures at which social coalitions are forged is more useful.  
 

By investigating drivers of authoritarian welfare, we finally show that non-democracies can 
in fact have large distributional coalitions. This finding is at variance with the widely received 
model of de Mesquita and Smith who equate “degree of future democracy” and “coalition 
size” (2009, 185). Our findings suggest that the size of political and economic coalitions can 
diverge and that, in fact, a large economic coalition (i.e., broad-based welfare) can be traded 
off for a small political coalition (i.e., continued authoritarianism). 
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