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Lq uhvsrqvh wr wkh kljk dqg fkurqlf lq dwlrq wkdw kdv sodjxhg wkh ghyhorslqj zruog

vlqfh wkh 4<;3*v/ frxqwulhv dgrswhg gl�huhqw vwdelol}dwlrq srolflhv1 Krzhyhu/ wr zkdw

h{whqw wkhvh vwdelol}dwlrq surjudpv zhuh ghvljqhg iru srolwlfdo udwkhu wkdq hfrqrplf

prwlydwlrqv lv qrw fohdu1 Qru lv lw nqrzq zkhwkhu dqg wr zkdw ghjuhh srolf|0pdnhuv

pd| wdnh dgydqwdjh ri wkh frqvxpswlrq f|fohv ghulyhg iurp wkh gl�huhqw vwdelol}dwlrq

vwudwhjlhv lq rughu wr ixuwkhu wkhlu srolwlfdo fduhhu1 Vlqfh lq fkurqlf lq dwlrq frxqwulhv/

h{fkdqjh0udwh0edvhg vwdelol}dwlrqv fuhdwh dq lqlwldo frqvxpswlrq errp iroorzhg e| d

frqwudfwlrq zkhuhdv prqh|0edvhg vwdelol}dwlrqv jhqhudwh d frqvxpswlrq exvw iroorzhg

e| d uhfryhu|/ srolf|0pdnhuv pd| wdnh lqwr dffrxqw wkh wlplqj ri hohfwlrqv zkhq gh0

whuplqlqj wkh qrplqdo dqfkru iru vwdelol}dwlrq1 Wklv sdshu �qgv vwurqj hylghqfh wkdw

wkh fkrlfh ri qrplqdo dqfkru wr vwdelol}h lq dwlrq ghshqgv rq wkh hohfwlrq f|foh1 Lq

sduwlfxodu/ h{fkdqjh0udwh0edvhg vwdelol}dwlrqv duh rq dyhudjh odxqfkhg ehiruh hohfwlrqv

zkloh prqh|0edvhg vwdelol}dwlrqv duh vhw diwhu wkhp/ lpso|lqj wkh h{lvwhqfh ri srolw0

lfdo rssruwxqlvp lq wkh fkrlfh ri vwdelol}dwlrq dqfkru1 Wkh hpslulfdo hvwlpdwhv duh

rewdlqhg wkurxjk wkh xvh ri idluo| vlpsoh hfrqrphwulf prghov edvhg rq d vdpsoh ri 67

ixoo|0 hgjhg vwdelol}dwlrq hslvrghv lq 44 frxqwulhv zlwk kljk dqg fkurqlf lq dwlrq1 Wkh

uhvxowv duh urexvw wr gl�huhqw prgho vshfl�fdwlrqv1 Wklv sdshu frqwulexwhv wr xqghu0

vwdqglqj ri lqwhudfwlrq ehwzhhq srolwlfdo dqg hfrqrplf skhqrphqd surylglqj d xvhixo

phwkrgrorj| wr txdqwli| wklv uhodwlrqvkls1

MHO Fodvvl�fdwlrq= F58> F;5> H98> I74> S49

Nh|zrugv= Lq dwlrq Vwdelol}dwlrq> Qrplqdo Dqfkruv> Srolwlfdo Rssruwxqlvp> Hohf0

wlrqv>

� L dp lqghewhg wr Fduorv Yhjk iru klv frqvwuxfwlyh dgylfh lq wkh ghyhorsphqw ri wklv sdshu1 Mhdq0Odxuhqw

Urvhqwkdo/ Oxlvd Odpehuwlql/ Ddurq Wruqhoo/ Pdulqd Edvvl/ Pdufrv Udqjho/ Rvfdu Plwqln dqg sduwlflsdqwv

lq ydulrxv vhplqduv dw XFOD surylghg pdq| khosixo frpphqwv dqg vxjjhvwlrqv1 Doo huurv duh plqh1
� Dgguhvv fruuhvsrqghqfh wr ddlvhqCxfod1hgx1 Frqwdfw whohskrqhv= +643, 7:<0<6;4 dqg +643, 68408766



Prqh|0Edvhg yv1 H{fkdqjh0Udwh0Edvhg Vwdelol}dwlrq= Lv wkhuh Vsdfh iru Srolwlfdo

RssruwxqlvpB
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4 L xvh wkh whupv srolf|0pdnhuv dqg srolwlfldqv lqwhufkdqjhdeo| wkurxjkrxw wkh sdshu iru vlpsolflw|1 Hyhq

wkrxjk srolf|0pdnhuv pd| qrw eh srolwlfldqv/ lw lv dvvxphg wkdw wkh| kdyh wkh vdph dvsludwlrqv uhjduglqj

ylfwru| lq wkh qh{w hohfwlrqv djdlqvw wkh rssrvlwlrq1
5 Hyhq wkrxjk wkhuh lv vrph ghedwh lq wkh olwhudwxuh rq wkh hpslulfdo uhjxodulwlhv ri vwdelol}dwlrq vwudwhjlhv

lq kljk dqg fkurqlf lq dwlrq frxqwulhv/ wkhuh lv hqrxjk frqylqflqj hylghqfh wkdw vxssruwv wkh h{lvwhqfh ri

frqvxpswlrq f|fohv diwhu vwdelol}dwlrq1 Wkh uhvxowv ri wklv sdshu zloo vkhg vrph oljkw rq wklv frqwuryhuv|

surylglqj d udwlrqdo lq idyru ri frqvxpswlrq errp0exvw f|fohv1 Wklv ghedwh dqg wkh uhodwhg olwhudwxuh zloo

eh ghvfulehg lq pruh ghwdlo ehorz1
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6 Srolwlfdo rssruwxqlvp lv eurdgo| gh�qhg wkurxjkrxw wkh sdshu dv wkh srolf|0pdnhu*v fkrlfh ri d sduwlfxodu

srolf| wdnlqj lqwr dffrxqw wkh wlplqj ri hohfwlrqv1 Wklv srolf|/ lq wxuq/ idyruv khu fdqglgdf| hqkdqflqj khu

suredelolw| ri zlqqlqj wkh hohfwlrqv1
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7 Vwdelol}dwlrq surjudpv lq hfrqrplhv lq wudqvlwlrq iurp fhqwudo sodqqlqj zloo qrw eh dqdo|}hg lq wklv sdshu1

Hyhq wkrxjk srolwlfdo rssruwxqlvp lq wkh fkrlfh ri dqfkru wr vwdelol}h lq dwlrq pljkw kdyh ehhq suhvhqw lq

frxqwulhv vxfk dv Uxvvld/ Srodqg/ Hvwrqld/ Odwyld/ Olwkxdqld dqg rwkhuv/ lq dwlrq zdv d vxe0surgxfw ri wkhlu

wudqvlwlrq wr ehfrph pdunhw0rulhqwhg hfrqrplhv zlwkrxw kljkhu sulfh  h{lelolw|1 Srolflhv lq wkhvh frxqwulhv

zhuh qrw phdqw vlpso| wr uhgxfh lq dwlrq1 Wkh| zhuh sduwlfxoduo| ghvljqhg wr rujdql}h hfrqrp| dfwlylw| dqg

hvwdeolvk sulydwh rzqhuvkls1 Wklv idfw lpsolhv wkdw lw lv doprvw lpsrvvleoh wr dvvhvv xqghu wkhvh flufxpvwdqfhv

zkhwkhu ru qrw wkhuh zdv srolwlfdo rssruwxqlvp lq wkh fkrlfh ri dqfkru wr vwdelol}h lq dwlrq1
8 Lw vkrxog eh srlqwhg rxw wkdw wkhuh lv qrwklqj dv d sxuh dqg shuihfw prqh|0edvhg vwdelol}dwlrq surjudp1

Prvw surjudpv/ fdoohg khuh PEV/ glg qrw uho| rqo| rq d prqhwdu| dqfkru exw dgrswhg d zlgh pl{wxuh ri

srolflhv1 Qhyhuwkhohvv/ wkh| whqg wr vwurqjo| gl�hu iurp wkh h{fkdqjh0udwh0edvhg vwdelol}dwlrq surjudpv gxh

wr wkh odfn ri dq h{solflw �gh idfwr� shjjhg h{fkdqjh udwh1 Lq prvw ri wkh fdvhv ri PEV frqvlghuhg/ d  rdwlqj

h{fkdqjh udwh uhjlph zdv dgrswhg1 Hyhq wkrxjk wkh sdshu zloo frqwlqxh wr xvh wkh whup PEV/ lw pljkw vhhp

dssursuldwh wr uhihu wr wkhp dv qrq0HUEV1
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Table 1: Empirical Regularities of Stabilization Programs in Chronic Inflation Countries

Exchange-rate-based stabilization Money-based stabilization 

Slow convergence of the inflation rate to the rate of 
devaluation

Slow convergence of the inflation rate to the rate of 
growth of the money supply

Initial increase in real GDP and private consumption 
followed by a later contraction

Initial contraction in economic activity

Real appreciation of the domestic currency Real appreciation of the domestic currency

Deterioration of the trade balance and current account 
deficit

No definite response of the trade balance and the current 
account

Ambiguous impact response of domestic real interest 
rates

Initial increase in domestic real interest rates

Source: Calvo and Vegh (1999)

9 Vlqfh lw lv xvxdoo| wkh fdvh wkdw HUEV udlvhv rxwsxw zkloh uhgxflqj lq dwlrq/ HUEV vkrxog kdyh d qhjdwlyh

udwkhu wkdq d srvlwlyh vdful�fh udwlr1
: Wkh frqvxpswlrq f|fohv dvvrfldwhg wr lq dwlrq vwdelol}dwlrqv duh ydolg iru fkurqlf lq dwlrq frxqwulhv1 Frxq0

wulhv zlwk kljk lq dwlrq vxfk dv Qlfdudjxd/ ru hyhq k|shulq dwlrqv olnh Erolyld/ duh qrw suhvhqw lq Nljxho dqg

Olyldwdq +4<<5, ru Fdoyr dqg Yhjk +4<<<, vwxglhv dqg lw fdq eh dujxhg wkdw wkh| gr qrw qhfhvvdulo| suhvhqw

wkh vdph frqvxpswlrq f|fohv dv lq fkurqlf lq dwlrq frxqwulhv1 Qrqhwkhohvv/ vlqfh wkhvh fdvhv duh ixoo|0 hgjhg

lq dwlrq vwdelol}dwlrq surjudpv/ wkh| zloo eh frqvlghuhg lq wklv sdshu1
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; Wklv sdshu fdq uho| lq doo ri wkh wkhruhwlfdo h{sodqdwlrqv lq wkh vxuyh| suhvhqwhg lq Fdoyr dqg Yhjk +4<<<,

exw rqh= �odfn ri fuhglelolw|�1 Dffruglqj wr wklv h{sodqdwlrq/ wkh h{fkdqjh udwh lv qrw ixoo| fuhgleoh dv d

qrplqdo dqfkru lpso|lqj wkdw frqvxphuv dqwlflsdwh d ixwxuh ghydoxdwlrq lqfuhdvlqj frqvxpswlrq ri wudgdeohv

wkdw uhvxow lq d frqvxpswlrq errp1 Wklv prwlydwlrq xqghuplqhv wkh srolwlfdo rssruwxqlvp lq wkh fkrlfh ri

qrplqdo dqfkru wr vwdelol}h lq dwlrq1 Wkhuhiruh/ lq dwlrq lqhuwld dqg gxudeoh jrrgv frqvxpswlrq gxh wr

wkh vwdelol}dwlrq fdq eh xvhg dv wkhruhwlfdo h{sodqdwlrqv iru wkh h{lvwhqfh ri frqvxpswlrq errpv +dqg odwhu

exvwv, lq dq HUEV1 Wkh xvh ri vwlfn| sulfhv fdq h{sodlq wkh sdwwhuqv lq d PEV1 Wkh lpsruwdqw frqfoxvlrq lv

wkdw lw lv srvvleoh wr fuhdwh frqvxpswlrq errp0exvw f|fohv lq d shuihfwo| fuhgleoh prgho zlwk iruzdug0orrnlqj

djhqwv frqvlvwhqw zlwk wkh edvlf lghd suhvhqwhg lq wklv sdshu1
< Wklv lv wuxh rqo| li lw lv dvvxphg wkdw wkhuh duh qr zhdowk h�hfwv lqyroyhg lq wkh surfhvv1 Li/ iru h{dpsoh/

d frqvxpswlrq errp diwhu dq HUEV idyruv wkh srolwlfdo dssurydo ri �vfdo dqg vwuxfwxudo uhirupv wkdw phdq

kljkhu jurzwk lq wkh qhdu ixwxuh 0 wkhq/ dq HUEV lv vwurqjo| suhihuhg ryhu PEV wr vwdelol}h wkh hfrqrp|1 Wklv

kdsshqv ehfdxvh/ xqghu wkh odwhu/ wkh uhirupv zrxog kdyh wdnhq rqh ru wzr |hduv pruh wr eh lpsohphqwhg

+lq wkh uhfryhu|, qhjdwlyho| d�hfwlqj wkh wrwdo rxwsxw surgxfhg e| wkh lq�qlwh0olyhg hfrqrp|1
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43Idlu +4<:;, uxqv uhjuhvlrqv iru wkh suhvlghqwldo hohfwlrqv lq wkh Xqlwhg Vwdwhv xvlqj hohfwlrqv dqg JGS

jurzwk dv h{sodqdwru| yduldeohv1 Ghprfudwlf dqg Uhsxeolfdq jryhuqphqwv idfh wkh vdph w|sh ri yrwhuv wkdw

sxw d yhu| kljk zhljkw rq fxuuhqw lq dwlrq dqg JGS jurzwk rq wkh |hdu ri wkh hohfwlrq 0 dv rssrvhg wr

lq dwlrq dqg jurzwk lq wkh zkroh suhvlghqwldo whup 0 zkhq ghflglqj iru zklfk fdqglgdwh wr yrwh1 Dffruglqj

wr Idlu +4<:;,/ uhwurvshfwlyh yrwlqj vhhpv wr eh vwurqjo| suhvhqw lq wkh Xqlwhg Vwdwhv1
44Iru d frpsdulvrq ri erwk wkhruhwlfdo yduldqwv/ vhh Dohvlqd/ Urxelql dqg Frkhq +4<<:,1
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Table 2: Real Plan - Voting Intentions

Cardoso Lula
June 17% 39%
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&�� 2������ ,>?= �� ��
���� ���� ����� ��� ������
�� 
������" �!��� ��� ���� ���

�������" �� �������� .876� �� H��� .877 ����
� =������ ��� ������" ��" ��� @>� ���������

��
��� �
 �������%� ��� ��
�
�� ��� ������" �� #
���� ������������ ���� ��� 
��
��� �
�*

������
� �

�� @�
����� ���� �� ������� .874 ���%�"
 .879 ��" �
�#���������� .88.

���� �
 �� �
�� ������" �
 �
�������
��� ������
�� ������� ���" �
���� �!��� ��� �������%�*

��
� ��� �������"� 
� ��� 
���� ���" 2?= �����" �
 ��#� 
������" �!��� ������
�� �

)

������ &�� ?
��� ���� �� ��������� ��� �������" �� ��� ��� ������" �
#������� ���"�" ��

����
� 2����� &�� �
��
� ���� �� ?��%�� ��� �������" �� 2���� .88� ����� �!��� 3�����"


�
��
� "� 2��
 ��� ������" �����"���� 
���� �
���*����" ��
����� ���� �� @��� .88� ��"

�
������� >������� .88� ���� ���
 �������" �!��� ������
��� &�� �
�������
� ����� ����

!
��
� !�
� 2?= ��������� � ����� �
������� �
�� �
 �� �#
�"�" ��!
�� ���
����� ������
��I

8



������ ��� ��������� �
��" ���!�� ��� �
�� �
 �� ���" �� �

� �� ��� ��� �
#������� ��

�� ������ �
 ���� ��� ��
�
��� ���
#��� ��� ��)� ����� ����� �� ��� ���� �����"������ �����

3�������
�� 2?= �������" �

� �!��� ������
�� ��� ���#� ��� ����
�� 
! ������� ��� ����

�"����������
� !
� ��� ����� �������
� ���� ���#������ !
��
���

&�� ��
��� 
! �������%���
� �������� ����� ���
 �� ������" �
 ��� ��#�� 
! ����
�� ��$
��" ��

��� �
���������� 2?= ��
����� ���� ������� �������" ����� �!��� ��� ��� ������" �
#��������

�

) �
����45 �� � ������ ����� ��
�) 
! �
������� ������� ��� #��� ���� ���
���� ���� �


�"
�� � ��
��*��� ������ �������� �
 �������%� ������
� �#�� �� � �
�� 
! � "��� �������
��

�
�#������ ,>?= �
��" �� ��
���� �� �� ���������� �� 
�"�� �
 �������� �
������� �������

���
� �
 ������
���

3������ . ��" � ���
� ��
� ��� ������
����� ������� B�@ ��
��� ��" ��� ������ 
!

��� �������%���
� �������� ��" ������
�� !
� ��������� ��" ?��%��� &�� ;����� ��"����� ����

��� ������� @��� :��������� H��� .874< ��" ��� ���%�"
 @��� :?��%�� 3������� .879< ���

�������� 
! ,>?= ��
����� �������" ��!
�� ������
��� �� ��
�� �� ��� ;����� ���� ���*

���"�" �
 ��
�
�� ��
��� �� ����� �� �
 ��� ������
�� 
������" �� 
��
��� .874 �� ���������

��" �� (
#����� .879 �� ?��%��� &�� �������� ���
 ��
� ��
 ������� 2?= ��
����� ?
���

:��������� �������� .878< ��" �
��
� :?��%�� 2���� .88�< ����� ���� �������" �

�

�!��� ������
�� ���������� � ���
�� �������
� �������" �� ������#� ��
��� ������ &�� ;�����

������� ���� ��� ��� ����
�� �� ��� �������%���
� ��
����� �����
��" ��
#� ����� ��#� ����


��
������������� �������"�

45Wkh h{fhswlrqv duh wkh Wxunlvk surjudp dqg wkh ERQH[ lq Dujhqwlqd1 Lw wrrn Phqhp vl{ prqwkv wr

dgrsw wkh surjudp diwhu wu|lqj gl�huhqw srolflhv wr vwdelol}h wkh udwh ri lq dwlrq1 Doo rwkhu PEV surjudpv

zhuh dgrswhg uljkw diwhu wkh hohfwhg suhvlghqw wrrn srzhu1

.�



Figure 1: Q uarterly G D P G rowth Rates (Argentina 1980-2000)
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Table 3: Stabilization Plans and Timing of Elections

Aridor I (Israel) Package Deal I (Israel)
Cohen-Orgad (Israel) Package Deal II (Israel)
Plan February 1985 (Bolivia) Plan 1983 (Iceland)
Austral I (Argentina) Plan 1985 (Peru)
Cruzado (Brazil) Plan BB (Argentina)
February Plan (Argentina) Plan January 2000 (Turkey)
Plan 1987 (Mexico) Plan August 1985 (Bolivia)
Primavera II (Argentina)
Convertibility (Argentina)
Real (Brazil)

Bonex (Argentina)
Collor (Brazil)
Plan 1990 (Dominican Rep.)
Plan 1990 (Peru)

9 Months After

E
R
B
S

M
B
S

9 Months Before t* 
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46Wkhuh zhuh pdq| vwdelol}dwlrq surjudpv sulru wr 4<;31 Prvw ri wkhp/ vxfk dv wkh Wdeolwdv lq Dujhqwlqd/

Xuxjxd| dqg Fkloh rffxuuhg gxulqj glfwdwruldo uhjlphv zkhuh wkhuh zhuh qrw hohfwlrqv dqg/ wkhuhiruh/ wkh|

duh qrw sduw ri wkh vdpsoh1 Hohfwlrqv duh hlwkhu suhvlghqwldo ru frqjuhvvlrqdo zlwk wkh h{fhswlrq ri Lfhodqg/

Lvudho dqg Wxunh| zklfk duh wkh rqo| frxqwulhv zlwk d sduoldphqwdu| uhjlph1 Prvw ri wkh hohfwlrqv frqvlghuhg

lq wkh vdpsoh duh h{rjhqrxv/ zklfk phdqv wkdw wkh| zhuh qhlwkhu dgydqfhg qru srvwsrqhg iurp lwv ruljlqdo

vfkhgxoh1 Vrph h{fhswlrqv duh zruwk phqwlrqlqj= wkh Qryhpehu 4<;7 Lvudhol hohfwlrqv +dgydqfhg 4 |hdu,/

wkh Dujhqwlqh Pd| 4<;< hohfwlrqv +dgydqfhg wr Pd| iurp Qryhpehu,/ wkh plolwdu| jryhuqphqw lq d vkruw

shulrg ehwzhhq wkh wzr hohfwlrqv durxqg wkh Wxunlvk vwdelol}dwlrq surjudp +plolwdu| frxs lq Vhswhpehu 4<;3

zkhq hohfwlrqv vkrxog kdyh kdsshqhg odwhu dqg zhuh srvwsrqhg wr pxfk odwhu lq 4<;6,/ dqg rqh vwdelol}dwlrq

surjudp lq Erolyld gxulqj Vlohv0Vxd}r odxqfkhg ehiruh wkh hduo| fdoo iru �uvw ghprfudwlf hohfwlrqv diwhu |hduv

ri glfwdwruvklsv1 D fulwlfdo uhylhz ri wkhvh fdvhv lqglfdwhv wkdw wkh ghflvlrq wr fdoo iru hduo| hohfwlrqv ru wr

srvwsrqh wkhp suhfhghg dqg zdv e| dqg odujh lqghshqghqw rq wkh uhdvrqv wkdw ohg wkh frxqwulhv wr ghflgh

zkhwkhu ru qrw wr odxqfk d vwdelol}dwlrq surjudp dqg wr xvh ru qrw d vshfl�f qrplqdo dqfkru1 Qrqhwkhohvv/

hvwlpdwhv zhuh dovr rewdlqhg h{foxglqj wkh vwdelol}dwlrq surjudpv uhodwhg wr hohfwlrq f|fohv �qrw shuihfwo|�

h{rjhqrxv1 Wkh uhvxowv glg qrw fkdqjh vljql�fdqwo| dqg lw fdq eh dujxhg wkdw wkh prghov hvwlpdwhg lq wklv

sdshu duh urexvw wr wkh h{foxvlrq ri vwdelol}dwlrq surjudpv uhodwhg wr wkhvh grxewixo h{rjhqrxv hohfwlrqv1
47Wkh uhdvrq ehklqg fkrrvlqj rqo| wkh surjudpv rffxuulqj diwhu 4<;3 lv uhodwhg wr wkh idfw wkdw ghprfudf|

uhwxuqv wr prvw ri wkh frxqwulhv lq wkh vdpsoh gxulqj wkh ;3*v1 Ehvlghv/ wkh pdfurhfrqrplf hqylurqphqw

wkh| olyhg lq fkdqjhg vxevwdqwldoo| vwduwlqj lq 4<;31 Lq jhqhudo/ jrrg fulwhuld wr dyrlg xqqhfhvvdu| vdpsoh

vhohfwlrq eldvhv vkrxog eh frpsohwho| lqghshqghqw rq wkh uhvhdufk remhfwlyh1 Wkh fulwhulrq edvhg rq d wlph

shulrg zdv fkrvhq h{dfwo| ehfdxvh lw �wv wklv lpsruwdqw sulqflsoh ghvslwh wkh orvv ri lqirupdwlrq gxh wr wkh

idfw wkdw vrph vwdelol}dwlrq surjudpv zhuh lqghhg xqghuwdnhq lq ghprfudwlf frxqwulhv ehiruh 4<;31 Ph{lfr

HUEV lq 4<:9 lv shukdsv wkh ehvw h{dpsoh1
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Table 3: The Sample of Stabilization Programs*

Stabilization Program Beginning Date Type Elections Before Elections After

Turkey 1980 Jan-80 MBS Jun-77 Nov-83

Israel – Aridor I Dec-80 ERBS May-77 Jun-81

Israel – Aridor II Sep-82 ERBS Jun-81 Jul-84

Bolivia 1982 Nov-82 ERBS Jul-80 Jul-85

Iceland 1983 May-83 ERBS Apr-83 Apr-87

Israel – Cohen-Orgad Dec-83 ERBS Jun-81 Jul-84

Bolivia 1984 Apr-84 ERBS Jul-80 Jul-85

Israel – Package Deal I Jul-84 ERBS Jul-84 Nov-88

Israel – Package Deal II Nov-84 ERBS Jul-84 Nov-88

Bolivia 1985 - I Feb-85 ERBS Jul-80 Jul-85

Israel – Package Deal III Feb-85 ERBS Jul-84 Nov-88

Argentina – Austral I Jun-85 ERBS Oct-83 Oct-85

Israel - New Shekel Jul-85 ERBS Jul-84 Nov-88

Bolivia 1985 - II Aug-85 ERBS Jul-85 May-89

Peru 1985 Aug-85 ERBS Apr-85 Apr-90

Brazil – Cruzado Plan Feb-86 ERBS Nov-82 Nov-86

Argentina – Primavera Plan I Aug-86 ERBS Oct-85 Oct-87

Argentina – February Plan Feb-87 ERBS Oct-85 Oct-87

Brazil – Bresser Plan Jun-87 ERBS Nov-86 Nov-89

Argentina – Austral II Oct-87 ERBS Oct-85 Oct-87

Mexico 1987 Dec-87 ERBS Jul-85 Jul-88

Brazil – Gradualist Plan Apr-88 ERBS Nov-86 Nov-89

Argentina – Primavera II Plan Aug-88 ERBS Oct-87 May-89

Brazil – Summer Plan 1988 Jan-89 ERBS Nov-86 Nov-89

Argentina - BB Plan Jul-89 ERBS May-89 Oct-91

Argentina - BONEX Dec-89 MBS May-89 Oct-91

Brazil – Collor Plan Mar-90 MBS Nov-89 Oct-94

Dominican Republic 1990 Aug-90 MBS May-90 May-94

Peru 1990 Aug-90 MBS Apr-90 Apr-95

Uruguay 1990 Dec-90 ERBS Nov-89 Nov-94

Nicaragua 1991 Mar-91 ERBS Feb-90 Oct-96

Argentina – Convertibility Plan Apr-91 ERBS May-89 Oct-91

Brazil - Real Plan Jul-94 ERBS Nov-89 Oct-94

Turkey 2000 Jan-00 ERBS Apr-99 Nov-02

*References for the stabilization programs can be found in Kiguel and Liviatan(1991), Heyman(1991) and Calvo and Vegh(1999) for Argentina, 
Morales(1988) and Agenor and Montiel (1999) for Bolivia, Kiguel and Liviatan(1991) and Calvo and Vegh(1999) for Brazil, Medeiros(1994) for Dominican 
Republic, Andersen and Guomundsson(1998) for Iceland, Razin(1991) and Calvo and Vegh(1999) for Israel, Calvo and Vegh(1999) for Mexico, 
Reyes(1999) for Nicaragua, Agenor and Montiel(1999) and Calvo and Vegh(1999) for Peru, Calvo and Vegh (1999) for Uruguay and Rodrik(1991) and 
Aruoba(2001) for Turkey. Data for elections can be found in the Lijphart elections archives.
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48Wkhuh lv d ghedwh rq wkh olwhudwxuh uhjduglqj wkh fodvvl�fdwlrq ri wkh Erolyldq vwdelol}dwlrq surjudp dv

PEV ru HUEV1 Vrph ghihqg wkh HUEV fodvvl�fdwlrq fodlplqj wkdw wkh �gh idfwr� dqfkru lq wkh vwdelol}dwlrq

surjudp zdv wkh h{fkdqjh udwh/ hyhq wkrxjk �gh mxul� lw zdv qrw dv lw zdv qrw dqqrxqfhg lq wkh ehjlqqlqj

ri wkh surjudp1 Djhqru dqg Prqwlho +5333, fodvvli| wkh Erolyldq sodq dv d PEV h{sodlqlqj wkdw qr shj

zdv dgrswhg zkhq wkh surjudp zdv dqqrxqfhg1 L gh�qh wkh Erolyldq surjudp dv dq HUEV xvlqj wkh �gh

idfwr� gh�qlwlrq iru wkh fodvvl�fdwlrq ri dqfkru1 Vhyhudo fdvh vwxglhv vkrz wkdw wkh h{fkdqjh udwh lq Erolyld

zdv zlgho| xvhg dv dq dqfkru wkurxjkrxw wkh surjudp zlwk wkh fhqwudo edqn hyhq gh�qlqj/ wkurxjk gdlo|

dxfwlrqv/ wkh �qdo dprxqwv dqg vdoh sulfhv iru iruhljq h{fkdqjh lq wkh pdunhw1 Qhyhuwkhohvv/ hvwlpdwlrqv

zhuh surgxfhg zlwk wkh vdph vdpsoh exw zlwk Erolyld dv d PEV1 Wkh uhvxowv glg qrw fkdqjh vljql�fdqwo|

dqg/ wkuhiruh/ wkh hvwlpdwhv lq wklv sdshu duh urexvw wr wklv Erolyldq fodvvl�fdwlrq vzlwfk1
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49Ixoo|0 hgjhg vwdelol}dwlrq surjudpv duh dqqrxqfhg �sdfndjhv� frqwdlqlqj d glyhuvh duud| ri srolflhv1 Vrph

surjudpv dgrsw wudglwlrqdo ruwkrgr{ +�vfdo dqg prqhwdu| srolflhv, dqg rwkhuv dgrsw qrq0wudglwlrqdo khwhur0

gr{ srolflhv +sulfh dqg zdjh frqwurov/ lqfrph srolflhv dqg �vrfldo sdfwv� dprqj gl�huhqw suhvvxuh jurxsv,1

Prvw ri wkhp lqfoxgh prqhwdu| uhirupv dqg phdvxuhv wr uhgxfh sulfh dqg zdjh lqgh{dwlrq1 Wkhvh surjudpv/

wkhuhiruh/ frpsohwho| gl�hu iurp wkh srolflhv lpsohphqwhg e| wkh Fhqwudo Edqn dqg wkh Wuhdvxu| ri wkh

gl�huhqw frxqwulhv rq d gdlo| edvlv1 Wklv lv wuxh hyhq zkhq wkhvh srolflhv duh lpsohphqwhg lq rughu wr uhgxfh

wkh lq dwlrq udwh e| d ihz shufhqwdjh srlqwv1
4:Qhyhuwkhohvv/ wkh lqfoxvlrq ri vrph vwdelol}dwlrqv vxfk dv Lfhodqg +4<;6, dqg Qlfdudjxd +4<<4, zhuh h{0

wudfwhg iurp Kdpdqq +4<<<,1 Wkh dxwkru irxqg wkhlu h{lvwhqfh xvlqj d phfkdqlfdo uxoh exw wkhlu xowlpdwh

lqfoxvlrq zdv rqo| srvvleoh zkhq fdvh vwxglhv ri wkh vwdelol}dwlrqv zhuh irxqg1 Wklv surfhgxuh lv frqvlvwhqw

zlwk wkh �hslvrglf� dssurdfk/ dowkrxjk lw pd| eh frqvlghuhg d pl{wxuh ri erwk phwkrgrorjlhv1
4;D idlu txhvwlrq wr dvn lv zkhwkhu wkh kljkhu qxpehu ri HUEV frpsduhg wr PEV frxog vkrz wkdw lw lv pruh

frqyhqlhqw wr dqqrxqfh HUEV udwkhu wkdq PEV1 Lq sduwlfxodu/ dffruglqj wr wklv ylhz/ srolf|0pdnhuv zrxog
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wu| wr dyrlg wkh dqqrxqfhphqw ri PEV sulru wr hohfwlrqv hyhq li wkh| h{lvwhg1 Lq wklv fdvh/ d vhohfwlrq eldv

frxog h{lvw lq idyru ri HUEV ryhu PEV1 D sulrul/ krzhyhu/ lw lv qrw reylrxv wkdw srolf|0pdnhuv pd| suhihu wr

dqqrxqfh rqh vwudwhj| ryhu wkh rwkhu wr vwdelol}h lq dwlrq1 Vwudwhjlhv fkrvhq dqg dqqrxqfhg vkrxog ghshqg

odujho| rq wkh hohfwlrq f|foh1 Ixuwkhupruh/ lw lv gl!fxow wr dvvxph wkdw PEV dfwxdoo| kdsshqhg exw zhuh qrw

dqqrxqfhg e| srolf|0pdnhuv1 Wkh frxqwulhv lq wkh vdpsoh duh yhu| vhqvlwlyh wr lq dwlrq vwdelol}dwlrq srolflhv

dqg lw lv kdug wr lpdjlqh srolwlfldqv plwljdwlqj wkhlu dgrswlrq mxvw e| idlolqj wr dqqrxqfh wkhlu h{lvwhqfh1
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Figure 3: Distribution of ERBS - MBS by Months to the Next Election
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Figure 4: Distribution of ERBS- MBS by Months from Past Elections
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4<Wkh prghov lq wklv sdshu wdnh dv jlyhq wkh srolf|0pdnhuv* ghflvlrq wr vwdelol}h lq dwlrq1 Wklv ghflvlrq

lv �uvw dqg iruhprvw lq xhqfhg e| wkh lq dwlrqdu| surfhvv h{shulhqfhg e| wkh gl�huhqw frxqwulhv/ dqg lw lv

wkhuhiruh/ lqghshqghqw rq wkh fkrlfh ri dqfkru xvhg doo wkurxjk wkh vwdelol}dwlrq dwwhpswv1 Euxqr hw do1

+4<<4, lv d jrrg uhihuhqfh iru fdvh vwxglhv lqyhvwljdwlqj wkh lq dwlrqdu| surfhvv d�hfwlqj wkh ghflvlrq ri

zkhwkhu ru qrw wr vwdelol}h lq dwlrq lq d ydulhw| ri frxqwulhv1
53
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Xvlqj wkh olqhdu vshfl�fdwlrq iru wkh glvwdqfh surgxfhg yhu| vlplodu uhvxowv1 Iru frqyhqlhqfh/ wkurxjkrxw

wkh sdshu/ rqo| wkh uhvxowv ri wkh hvwlpdwhg prghov xvlqj wkh orjdulwkplf irup zloo eh vkrzq1
54Wklv lqgh{ lv ghulyhg iurp d pruh jhqhudo lqgh{ uhsruwhg e| Ehfn hw do1 +4<<;, lq wkh gdwdedvh iru srolwlfdo

lqvwlwxwlrqv1
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55Jhqhudoo|/ exw qrw dozd|v/ wkh pruh uhodwlyho| xqsrsxodu duh wkh srolflhv/ wkh kljkhu lv wkh qhhg iru srolwlfdo

vxssruw1 Wklv vxssruw pd| frph iurp srolwlfldqv lqvlgh wkh jryhuqphqw exuhdxfudf| ru rxwvlgh iurp wkh

Frqjuhvv ru rwkhu srolwlfdo lqvwlwxwlrqv1 Srolwlfdo vxssruw pd| dovr frph gluhfwo| iurp shrsoh lq sxeolf

ghprqvwudwlrqv dv/ iru h{dpsoh/ srsxolvw jryhuqphqwv lq Eud}lo dqg Dujhqwlqd kdyh h{shulhqfhg lq wkh sdvw1

Lghdoo|/ rqh zrxog olnh wr eh deoh wr dffxudwho| phdvxuh srolwlfdo fdslwdo exw/ qdwxudoo|/ wklv lv d frpsoh{ wdvn1

Lq wklv sdshu/ wkh lqgh{ ri srolwlfdo iudjphqwdwlrq lv xvhg dv d jrrg dssur{lpdwlrq fdswxulqj wkh dprxqw ri

srolwlfdo fdslwdo dydlodeoh wr wkh srolwlfldq ehiruh fkrrvlqj wkh qrplqdo dqfkru wr vwdelol}h lq dwlrq1
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56Wkh srvvleoh suhvhqfh ri khwhurvnhgdvwlflw| lq wkh prgho pljkw eh/ iru lqvwdqfh/ d uhvxow ri wkh idfw wkdw

frxqwulhv zlwk kljk ohyhov ri lqwhuqdwlrqdo uhvhuyhv fdq kdyh erwk fkrlfhv ri qrplqdo dqfkru wr vwdelol}h

lq dwlrq zkhuhdv frxqwulhv zlwk orz ohyhov ri uhvhuyhv fdqqrw fkrrvh wkh h{fkdqjh udwh dv d yldeoh dqfkru

kdylqj wr uho| rq d prqhwdu| djjuhjdwh1
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Table 5 - Regression Variants using Absolute Distance to Next Elections

log (Months to Next Elections) -2.260 *** -1.932 *** -2.117 ** -1.363 * -2.053 *** -1.029 **

(0.72) (0.60) (1.06) (0.71) (0.77) (0.48)

Reserves 16.312 ** 16.661 ** 11.764 * 14.919 **

(7.61) (7.99) (6.71) (5.95)

Openness 3.374 ** 3.452 ** 3.474 *** 3.496 ***

(1.58) (1.43) (1.13) (1.35)

Fragmentation 2.43 *** 1.635 1.9 * -0.772

(0.93) (1.09) (1.15) (0.80)

Growth 20.778

(33.08)

Constant 2.815 2.285 5.08 1.630 7.377 ** 4.527 ***

(2.27) (1.79) (3.92) (1.70) (3.13) (1.73)

Prob > Chi2 0.0044 0.0009 0.0000 0.0664 0.0024 0.0311

Pseudo R2 0.6266 0.6151 0.5770 0.4931 0.4297 0.1947

Observations 33 33 33 33 33 33

Robust standard errors in parentheses

* significant at 10%; ** significant at 5%; *** significant at 1%

(4) (5) (6)

ERBSERBSERBS

(1) (2) (3)

ERBSERBSERBS
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57Wkh h{fhswlrq lv wkh vljq ri wkh frh!flhqw ri jurzwk zklfk zdv srvlwlyh lq vrph vshfl�fdwlrqv exw wkh

frh!flhqw zdv qhyhu vwdwlvwlfdoo| vljql�fdqw gl�huhqw iurp }hur1
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Table 6 - Regression Variants using Absolute Distance from Past Elections

log (Months from Past Elections) 0.942 * 0.934 * 0.876 * 0.852 * 0.572 * 0.412

(0.51) (0.56) (0.53) (0.45) (0.29) (0.28)

Reserves 18.586 ** 16.753 ** 15.753 ** 17.742 **

(8.79) (7.62) (7.85) (7.50)

Openess 2.219* 1.969 2.061 2.129

(1.29) (1.51) (1.44) (1.40)

Fragmentation -0.062 0.364 0.624 -0.396

(0.95) (0.90) (0.90) (0.66)

Growth -18.758

(36.95)

Constant -4.381 * -4.446 * -3.944 * -4.022 * -0.686 0.091

(2.41) (2.56) (2.34) (2.19) (1.07) (0.69)

Prob > Chi2 0.2841 0.2601 0.2004 0.1102 0.1276 0.1426

Pseudo R2 0.4390 0.4228 0.4168 0.3710 0.1921 0.0840

Observations 33 33 33 33 33 33

Robust standard errors in parentheses

* significant at 10%; ** significant at 5%; *** significant at 1%

(5) (6)

ERBS ERBS ERBS ERBS ERBS ERBS

(1) (2) (3) (4)
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58Hohfwlrq f|foh grhv qrw qhfhvvdulo| phdqv jryhuqphqw pdqgdwh1 Lw mxvw phdqv wkh shulrg lq ehwzhhq dq|

wzr hohfwlrqv +suhvlghqwldo ru frqjuhvvlrqdo,1 D qhzo| hohfwhg Dujhqwlqh suhvlghqw zlwk d pdqgdwh ri irxu

|hduv/ idfhv frqjuhvvlrqdo hohfwlrqv lq h{dfwo| wzr |hduv dqg wkh qh{w suhvlghqwldo hohfwlrqv lq irxu |hduv1

Hyhq wkrxjk klv pdqgdwh lv iru irxu |hduv kh idfhv dq hohfwlrq f|foh ri rqo| wzr |hduv1
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Table 7 - Regression Variants using Normalized Distance to Next Elections

log (Months to Next Elections / Cycle) -4.391 *** -4.319 *** -3.799 ** -4.219 ** -2.577 ** -1.391 **

(1.66) (1.50) (1.86) (1.67) (1.23) (0.68)

Reserves 27.039 *** 26.852 *** 16.598 ** 27.041 ***

(9.59) (10.08) (8.07) (10.49)

Openess 2.987 * 3.036 * 2.831 ** 2.89 **

(1.70) (1.78) (1.41) (1.46)

Fragmentation 3.099 ** 2.9 ** 3.285 ** -0.281

(1.40) (1.31) (1.36) (0.73)

Growth 4.794

(34.64)

Constant -8.095 *** -7.896 *** -3.753 ** -7.269 *** -0.771 0.445

(2.99) (2.80) (1.69) (2.81) (0.94) (0.37)

Prob > Chi2 0.1090 0.0593 0.0605 0.0594 0.0856 0.0418

Pseudo R2 0.6708 0.6700 0.5675 0.5928 0.3524 0.1703

Observations 33 33 33 33 33 33

Robust standard errors in parentheses

* significant at 10%; ** significant at 5%; *** significant at 1%

(5) (6)

ERBS ERBS ERBS ERBS ERBS ERBS

(1) (2) (3) (4)
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Table 8 - Regression Variants using Normalized Distance from Past Elections

log (Months from Past Elections / Cycle) 1.241 ** 1.247 ** 1.140 ** 1.057 ** 0.816 *** 0.500 **

(0.58) (0.54) (0.49) (0.53) (0.28) (0.24)

Reserves 18.442 ** 18.397 ** 16.691 ** 19.581 **

(8.43) (7.99) (7.23) (9.29)

Openess 3.060 * 3.047 3.142 * 3.079

(1.66) (1.88) (1.85) (1.99)

Fragmentation 0.687 0.723 1.050 -0.397

(1.04) (0.95) (1.03) (0.66)

Growth -1.212

(39.36)

Constant -1.228 -1.238 -0.657 -1.045 1.600 ** 1.812 ***

(1.03) (1.01) (0.83) (1.10) (0.66) (0.46)

Prob > Chi2 0.2297 0.1540 0.0842 0.4506 0.0299 0.0392

Pseudo R2 0.5445 0.5445 0.5278 0.1703 0.2922 0.1311

Observations 33 33 33 33 33 33

Robust standard errors in parentheses

* significant at 10%; ** significant at 5%; *** significant at 1%

(5) (6)

ERBS ERBS ERBS ERBS ERBS ERBS

(1) (2) (3) (4)
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Table 9 - Regression Variants using Distance to Next Elections and Distance from Past Elections

log (Months to Next Elections) -2.091 *** -1.664 ** -1.96 -1.139 -2.015 ** -1.072 *

(0.68) (0.70) (1.30) (0.79) (0.88) (0.62)

log (Months from Past Elections) 0.538 0.525 0.445 0.618 0.144 0.04

(0.58) (0.53) (0.53) (0.46) (0.30) (0.36)

Reserves 19.069 * 19.701 ** 14.249 * 20.964 **

(9.78) (9.91) (8.31) (8.78)

Openness 3.246 ** 3.408 ** 3.563 *** 3.478 **

(1.54) (1.51) (1.29) (1.44)

Fragmentation 2.817 *** 1.832 2.142 * -0.785

(1.02) (1.19) (1.27) (0.82)

Growth 23.879

(32.60)

Constant 0.588 -0.175 3.367 -1.448 6.992 * 4.555 *

(4.14) (3.74) (5.57) (3.00) (3.77) (2.75)

Prob > Chi2 0.0041 0.0023 0.0020 0.1555 0.0072 0.0755

Pseudo R2 0.6528 0.6394 0.5943 0.5318 0.4300 0.2149

Observations 32 32 32 32 32 32

Robust standard errors in parentheses

* significant at 10%; ** significant at 5%; *** significant at 1%

(5) (6)

ERBS ERBS

(1) (2)

ERBS ERBS ERBS ERBS

(3) (4)
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59Li wkh hohfwlrq f|foh zdv h{dfwo| wkh vdph iru doo srolf|0pdnhuv dqg wkh glvwdqfh phdvxuhv zhuh gh�qhg lq

olqhdu irup +qrw orjv,/ prqwkv wr qh{w hohfwlrqv zrxog eh d olqhdu frpelqdwlrq ri prqwkv iurp sdvw hohfwlrqv1

Wklv idfw/ lq wxuq/ zrxog jhqhudwh ixoo pxowlfrolqhdulw| pdnlqj lpsrvvleoh wkh hvwlpdwlrq ri wklv sduwlfxodu

prgho1 Qrqhwkhohvv/ lw lv uhdvrqdeoh wr dvvxph wkdw erwk phdvxuhv ri glvwdqfh duh vwurqjo| frolqhdu dqg lw lv

olnho| wkdw wkh vwdwlvwlf vljql�fdqfh ri wkh hvwlpdwhg frh!flhqwv zloo eh uhgxfhg1
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Figure 5: Predicted Probabilities with Varying Distance (M onths to Next Elections)* 

Months to Next 
Elections

Probability of ERBS

67 0.76
60 0.83
54 0.88
48 0.93
42 0.96
36 0.98
30 0.99
24 1.00
18 1.00
12 1.00
6 1.00

* Reserves, openess, political fragmentation and growth 
are evaluated at their means
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Figure 6: Predicted Probabilities with Varying Reserves

Reserves / M3

   12 Months 24 Months 36 Months
0.0429* 0.92 0.44 0.14

0.10 0.99 0.78 0.45
0.20 1.00 0.99 0.94
0.30 1.00 1.00 1.00
0.40 1.00 1.00 1.00
0.50 1.00 1.00 1.00

0.6837** 1.00 1.00 1.00
* Min value of the sample

** Max value of the sample
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Figure 7: Predicted Probabilities with Varying Distance and Openess*

Months to Next 
Elections

Minimum 
Openess

Average 
Openess

Maximum 
Openess

67 0.31 0.76 1.00
60 0.40 0.83 1.00
54 0.49 0.88 1.00
48 0.60 0.93 1.00
42 0.71 0.96 1.00
36 0.81 0.98 1.00
30 0.90 0.99 1.00
24 0.96 1.00 1.00
18 0.99 1.00 1.00
12 1.00 1.00 1.00
6 1.00 1.00 1.00

* Reserves, fragmentation and growth are evaluated at their means
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Figure 8: Predicted Probabilities with Varying Distance and Political Fragmentation*

Months to Next 
Elections

Low Political 
Fragmentation

High Political 
Fragmentation

67 0.11 0.89
60 0.17 0.93
54 0.23 0.96
48 0.32 0.98
42 0.44 0.99
36 0.57 1.00
30 0.72 1.00
24 0.86 1.00
18 0.96 1.00
12 1.00 1.00
6 1.00 1.00

* Reserves, openess and growth are evaluated at their means
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5:Wkh 4<;< suhvlghqwldo hohfwlrqv lq Dujhqwlqd surylghv dq looxvwudwlyh h{dpsoh ri krz wkh odfn ri srolwlfdo

fdslwdo pljkw frqglwlrq wkh fkrlfh ri qrplqdo dqfkru wr vwdelol}h lq dwlrq1 Hyhq li wkh qhz suhvlghqw Fduorv

Phqhp zdv hohfwhg zlwk juhdw srsxodu vxssruw/ lpsruwdqw lqwhuhvw jurxsv iurp wkh exvlqhvv vhfwru/ jryhuq0

phqw exuhdxfudf| dqg wkh lqwhohfwxdo holwh zhuh vwloo uhoxfwdqw wr edfn klp1 Wklv srolwlfdo vfhqdulr frxog

kdyh xqghuplqhg Phqhp*v delolw| wr odxqfk d PEV1 Lqvwhdg/ kh uhvruwhg wr dq HUEV zklfk uhtxluhg ohvv

vxssruw dqg pljkw kdyh ehhq lqvwuxphqwdo wr exlog xs pruh srolwlfdo fdslwdo1 Vlplodu dqhfgrwlfdo hylghqfh

frxog eh irxqg lq rwkhu HUEV odxqfkhg vrrq diwhu hohfwlrqv lq Shux/ Lvudho dqg Lfhodqg1
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Table 10 - Regression Model using Interactions with Distance

log (Months to Next Elections) -3.689 ***

(0.88)

log (Months to Next Elections) * Reserves 5.217 **

(2.62)

log (Months to Next Elections) * Openness 0.925 *

(0.51)

log (Months to Next Elections) * Pol. Fragmentation 0.787 ***

(0.23)

Growth 18.621

(33.13)

Constant 7.28 ***

(2.48)

Prob > Chi2 0.0013

Pseudo R2 0.6403

Observations 33

Robust standard errors in parentheses

* significant at 10%; ** significant at 5%; *** significant at 1%

ERBS
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Table 11 - Regression Model with Country Dummies

log (Months to Next Elections) -4.272 ***

(1.21)

Reserves 24.842 **

(10.39)

Openess 0.195

(1.42)

Growth 8.727

(36.80)

Fragmentation 3.806 ***

(1.27)

Dummy for Argentina -3.652

(2.35)

Dummy for Brazil -2.131 **

(0.99)

Constant 10.21 **

(4.34)

Prob > Chi2 0.0000

Pseudo R2 0.7048

Observations 33

Robust standard errors in parentheses

* significant at 10%; ** significant at 5%; *** significant at 1%
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