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Abstract
Evidence on the commodity curse is nowadays still under debate, with economists
focusing on panel data applications in order to uncover the conditional relationship
between prices and growth in large sets of countries. While there is much informal
evidence to support the ‘curse’ hypothesis, time series analyses using the VAR
methodology have found that increases in commodity prices significantly raise the
growth of commodity exporters. In this paper, we adopt cointegration methodology in
time series framework for a set of six commodity exporting countries, focusing on the
price of their leading exported commodity and attempting to explore the relationship
between commodity prices, GDP and growth in a sample covering the 1960-2011 period.
After investigating the long run, accounting for a possible break in the series and in the
cointegrating relationships, we proceed to analyze the effects of an innovation in GDP in
response to price movements through an impulse response function analysis. Our results
show evidence of a possible long run relationship between GDP, a set of relevant
controls, and the selected commodity prices in three out of the six analyzed countries,
conditional on the existence of a single structural break that we loosely identified as the
beginning of a transition period to more democratic institutions in each of the analyzed
countries. Shocks in the prices of the leading exported commodities we surveyed not
only cause a positive response in short run growth, but induce a positive shift in the
steady state level of GDP. Such results represent evidence that opposes the idea of the
price channel as a medium of transmission of the commodity curse, both in the long and
in the short run.
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