
Ad
ve

r

International Journal of Finance & Economics / Volume 5, Issue 4 /  pp. 309-330

Research Article

Political instability and economic vulnerability

First published: 20 November 2000

https://doi.org/10.1002/1099-1158(200010)5:4<309::AID-IJFE136>3.0.CO;2-I

Abstract

References 

Alesina A, Roubini N, Cohen G. 1997. Political Cycles and the Macroeconomy. MIT Press: Cambridge, MA.

Alesina A, Drazen A. 1991. Why are stabilizations delayed?. American Economic Review 81: 1170–1188.

Berg A, Pattillo C. 1998. Are currency crises predictable? A test. IMF Working Paper WP/98/154.

Chang R, Velasco A. 1998. Financial fragility and the exchange rate regime. NBER Working Paper No. W6469.
Issued in March 1998.

Matthieu Bussière, Christian Mulder

This paper analyzes and tests the in�uence of political instability on economic vulnerability in the
context of the 1994 and 1997 crisis episodes. It constructs four political variables that aim at
quantifying political instability. The paper �nds that, for countries with weak economic
fundamentals and low reserves, political instability has a strong impact on economic vulnerability.
The estimation results suggest that including political variables in economic models does improve
their power to explain and predict economic crises. The paper concludes that countries are more
economically vulnerable during, and especially following, election periods, and when election
results are less stable than at other times. Copyright © 2000 John Wiley & Sons, Ltd.
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