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Figure 1.1: Argentina
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Figure 1.2: Mexico
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Figure 1.3: Korea
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Figure 1.4: Philippines
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Figure 1.5: Nigeria
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Figure 1.6: Cote d'Ivoire
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Figure 1: Capital Flight and Political Events 



TABLE 1: POLITICAL RISK AND CAPITAL FLIGHT IN 47 DEVELOPING COUNTRIES  
 

Variable Capital 
Flight 1 

Capital 
Flight 2 

Capital 
Flight 3 

Capital 
Flight 4 

Capital 
Flight 5 

Capital 
Flight 6 

Capital 
Flight 7 

Capital 
Flight 8 

Capital 
Flight 9 

Capital 
Flight 10 

Capital 
Flight 11 

Constant 0.024* 
(0.007) 

0.011 
(0.008) 

0.031* 
(0.008) 

0.018* 
(0.007) 

0.009 
(0.007) 

0.044* 
(0.007) 

0.019* 
(0.007) 

0.030* 
(0.007) 

0.055* 
(0.007) 

0.013 
(0.008) 

0.0004 
(0.009) 

R – T-bill (domestic interest 
rate – T-bill) 

-0.013* 
(0.001) 

-0.019* 
(0.001) 

-0.020* 
(0.001) 

-0.012* 
(0.001) 

-0.013* 
(0.001) 

-0.016* 
(0.001) 

-0.011* 
(0.001) 

-0.014* 
(0.001) 

-0.020* 
(0.001) 

-0.019* 
(0.001) 

-0.018* 
(0.001) 

GDP (gross domestic 
product) 

0.002* 
(0.001) 

0.005* 
(0.001) 

0.002* 
(0.001) 

0.0003 
(0.001) 

0.001 
(0.001) 

0.002* 
(0.001) 

0.001 
(0.001) 

0.002* 
(0.001) 

0.002* 
(0.001) 

0.003* 
(0.001) 

0.004* 
(0.001) 

σR (variance of domestic 
interest rate) 

0.003* 
(0.001) 

0.003* 
(0.001) 

0.003* 
(0.001) 

0.004* 
(0.001) 

0.003* 
(0.001) 

0.004* 
(0.001) 

0.003* 
(0.001) 

0.003* 
(0.001) 

0.004* 
(0.001) 

0.005* 
(0.001) 

0.005* 
(0.001) 

σINF (variance of inflation) 0.002* 
(0.001) 

0.004* 
(0.001) 

0.004* 
(0.001) 

0.001* 
(0.001) 

0.001* 
(0.001) 

0.002* 
(0.001) 

0.002* 
(0.001) 

0.003* 
(0.001) 

0.002* 
(0.001) 

0.003* 
(0.001) 

0.003* 
(0.001) 

SPIF1 (collective protests) -- 
 

-0.012* 
(0.001) 

-- -- -- -- -- -- -- -0.013* 
(0.001) 

-0.012* 
(0.001) 

SPIF2 (internal uprisings) -- 
 

-- 0.008* 
(0.001) 

-- -- -- -- -- 0.005* 
(0.001) 

-- -- 

MJCH (major government 
change) 

-- -- -- -0.008* 
(0.001) 

-- -- -- -- -- -0.006* 
(0.002) 

-- 

MRCH (minor government 
change) 

-- -- -- -- -0.008* 
(0.001) 

-- -- -- -- -- -0.008* 
(0.001) 

IRCH (irregular government 
change) 

-- -- -- -- -- 0.004* 
(0.001) 

-- -- 
 

0.006* 
(0.001) 

-- -- 

σCIM (variance of CIM) -- 
 

-- -- -- -- -- 0.0002 
(0.0002) 

-- -- -- -- 

σRPE (variance of RPE) -- 
 

-- -- -- -- -- -- 0.001* 
(0.0002) 

0.0005 
(0.0003) 

0.0003 
(0.0003) 

0.0003 
(0.0003) 

R-squared 0.124 0.534 0.561 0.129 0.170 0.209 0.078 0.165 0.622 0.685 0.713 
Adjusted R-squared 0.117 0.529 0.557 0.119 0.161 0.201 0.070 0.156 0.616 0.680 0.708 
No. of Observations 541 541 535 460 460 460 541 510 432 437 437 
Period 76-91 76-91 76-91 76-89 76-89 76-89 76-91 76-91 76-91 76-89 76-89 

Notes: White heteroskedasticity-consistent standard errors are in parentheses.  * Statistically significant at the 1-percent level.  All variables are in logarithm. 



APPENDIX A 
Sample of Country Coverage 

Africa—21 countries Asia—10 countries Latin America—16 countries 
Central African Republic Indonesia Argentina 
Chad Jordan Barbados 
Congo, Rep. Korea, Rep. Bolivia 
Cote d'Ivoire Malaysia Brazil 
Egypt, Arab Rep. Nepal Chile 
Ethiopia Pakistan Colombia 
Gabon Philippines Costa Rica 
Ghana Sri Lanka Ecuador 
Kenya Thailand El Salvador 
Madagascar Turkey Guatemala 
Mauritania  Honduras 
Mauritius  Mexico 
Morocco  Paraguay 
Nigeria  Peru 
Senegal  Uruguay 
Sierra Leone  Venezuela 
South Africa   
Swaziland   
Uganda   
Zambia   
Zimbabwe   
 



APPENDIX B 
Data Sample and Years Coverage 

Variable Years Coverage Source 
Capital Flight 1976-1991 Data used to estimate capital 

flight are taken from the World 
Bank’s World Development 
Indicators. 

Contract-intensive money 1976-1991 Data used to estimate CIM are 
taken from the International 
Monetary Fund’s International 
Financial Statistics. 

Domestic interest rate 1976-1991 International Monetary Fund’s 
International Financial Statistics. 

Inflation rate 1976-1991 International Monetary Fund’s 
International Financial Statistics. 

Major government change 1976-1989 Feng (1997). 
Minor government change 1976-1989 Feng (1997). 
Irregular government change 1976-1989 Feng (1997). 
Collective protests 1976-1991 Le (1998). 
Internal crackdowns and violent 
uprisings 

1976-1991 Le (1998). 

Relative Political Extraction 1976-1991 Arbetman & Kugler (1997). 
Treasury Bill Rate 1976-1991 International Monetary Fund’s 

International Financial Statistics. 
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