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Appendix C, cont. 

Table C cont., comparison of different assumptions, System GMM estimator 

Comparison when investment is considered endogenous 

Analysis on a sub-sample of 21 countries 2 Regressions 

6 7 8 9 10 

Instrument set A A B B 
B, and all time 

dummies 
ln(yt-1) -0.1247*** -0.1660*** -0.1484*** -0.1703*** -0.0970* 
 (0.0241) (0.0325) (0.0331) (0.0359) (0.0648) 
Invest t  0.0212  0.0248**  0.0265***  0.0228**  0.0282** 
 (0.0150) (0.0135) (0.0128) (0.0127) (0.0148) 
AvgYearScht-1  0.0135  0.0531  0.0383  0.0677***  0.1009** 
 (0.0260) (0.0370) (0.0303) (0.0312) (0.0552) 
Gini t-1  1.3637   1.0014   
 (0.9950)  (0.7011)   
90/50 t-1   0.7485***   0.5757***  0.9196*** 
  (0.3117)  (0.2604) (0.4319) 
50/10 t-1  -0.5177**  -0.3797* -0.4722** 
  (0.2811)  (0.2444) (0.2413) 
Wald joint test1  - 0.041 - 0.036 0.103 
m1 -2.526 -2.685 -2.528 -2.629 -2.660 
m2 -0.091 -0.782  0.095 -0.722 -0.719 

21 countries, 80 observations, some time dummies included, robust standard errors in 
parenthesis. The dependent variable is ∆ ln(yt) where t - (t-1) is a 5-year period. For each 
country, growth periods considered are all or at least 2 subsequent 5-year periods, between 1975 
and 2000. 
***, **, * indicates that the coefficient is significantly different from zero at the 5, 10, and 15 
percent significance levels. 
1 p-value reported, Wald joint test on the two inequality variable coefficients in the regression. 
2 excluding countries where investment lagged 2 periods was not available: the Netherlands, 
Spain, Czech Rep and Russian Fed. 
 
Instrument set A, investment considered predetermined:  
for the first-difference part: ln(yt-2), Invest t-1, inequality variablest-2, ∆AvgYrsSchoolt-1. 
Additional instrument set for the level part: ∆ ln(yt-1) and ∆Invest t 
 
Instrument set B, investment considered endogenous:  
for the first-difference part: ln(yt-2), Invest t-2, inequality variablest-2, ∆AvgYrsSchoolt-1. 
Additional instrument set for the level part: ∆ln(yt-1) and ∆Invest t-1 
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Appendix D 
 

Sensitivity analysis cont. 

Country/ies 
excluded 

France Austria 
Data on 
reunited 
Germany 

Australia 
Nether- 
lands 

Switzer- 
land 

Spain 
Luxem- 
bourg 

No countries 
remaining 

24 24 25 24 24 24 24 24 

Observations 87 88 89 87 87 88 88 88 

ln(yt-1) -0.1279*** -0.1321*** -0.1260*** -0.1330*** -0.1262*** -0.1302*** -0.1272*** -0.1336***

 (0.0439) (0.0414) (0.0410) (0.0430) (0.0398) (0.0400) (0.0426) (0.0436) 
Invest t  0.0290***  0.0284***  0.0287***  0.0297***  0.0284***  0.0280***  0.0279**  0.0269** 
 (0.0138) (0.0140) (0.0135) (0.0141) (0.0143) (0.0142) (0.0144) (0.0141) 
AvgYearScht-1  0.0068  0.0088  0.0023  0.0108  0.0039  0.0080  0.0134  0.0101 
 (0.0510) (0.0473) (0.0487) (0.0480) (0.0465) (0.0475) (0.0525) (0.0481) 

90/50 t-1  0.8303***  0.8084***  0.7681***  0.7859***  0.7967***  0.7877***  0.7756***  0.8314*** 
 (0.3760) (0.3754) (0.3657) (0.3694) (0.3578) (0.3633) (0.3649) (0.3721) 
50/10 t-1 -0.6523** -0.6260** -0.5931** -0.6252** -0.6082** -0.6090** -0.6215** -0.6296** 
 (0.3377) (0.3417) (0.3328) (0.3386) (0.3329) (0.3344) (0.3301) (0.3455) 
Wald joint 
test1 

0.070 0.080 0.082 0.086 0.062 0.073 0.089 0.055 

m1 -2.697 -2.700 -2.667 -2.606 -2.715 -2.684 -2.587 -2.660 
m2 -0.392 -0.871 -0.522 -0.820 -0.613 -0.921 -1.013 -0.941 

25 countries, 91 observations, some time dummies included, robust standard errors in parenthesis. The 
dependent variable is ∆ln(yt) where t - (t-1) is a 5-year period. For each country, growth periods considered are 
all or at least 2 subsequent 5-year periods, between 1975 and 2000.  

 
1 p-value reported, Wald joint test on the two inequality variable coefficients in the regression. 
***, **, * indicates that the coefficient is significantly different from 0 at the 5, 10, and 15 percent significance 
levels, respectively. 
 
In Column 3, data for Germany after 1990 is excluded. 
 
Instrument set:  
For the first-difference part: ln(yt-2), Invest t-1, inequality variablest-2 , ∆AvgYrsSchoolt-1.  
Additional instrument set for the level part: ∆ln(yt-1) and ∆Investt 

 
 

 




