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Abstract

Commodity price volatility dampens economic growth, especially in developing countries. Can they withstand? If yes, how? Would adjustments of economic conditions work, or is there a need in a bigger change? Economic characteristics, like financial development, trade openness, and export diversification, may boost the growth but we find them powerless against the effects of the volatility of commodity prices. Instead, it is democratization, flexible exchange rate regime and small government size – all of which are rather characteristic of the institutional conditions in the country, – that significantly relieve the negative impact of commodity volatility on growth.

