APPENDIX

Contents:
Results of robustness tests referred to in footnote 9 (based on the estimation reported in Column 2 of Table 2):

· Table A1: Robustness tests for alternative/additional explanatory variables;

· Table A2: More robustness tests for alternative/additional explanatory variables;

· Table A3 Robustness tests using regional dummies and for alternative samples.
Results of estimations using 3-year moving averages for Government Crises and for inflation when defining Inflation<50% and Inflation≥50% (based on Column 6 of Table 2 and on Column 6 of Table 3):
· Table A4: Results of estimations using 3-year moving averages.
Results of estimations using dummy variables for 10-year periods (based on Column 5 of Table 2 and on Column 5 of Table 3):
· Table A5: Results of estimations using dummy variables for 10-year periods.

Description of the additional/alternative variables used in Tables A1 and A2

· Table A6: Description of the additional/alternative variables by source

Table A1: Robustness tests for alternative/additional explanatory variables
	
	
	
	
	
	
	

	Log(Inflation)
	D1
	1
	2
	3
	4
	5

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Log(Inflation)
	LD1
	.671
(20.8)***
	.739

(24.8)***
	.734

(23.6)***
	.762
(24.0)***
	.678

(20.9)***

	
	
	
	
	
	
	

	Government Crises
	D1
	.149
(2.24)**
	.222

(1.76)*
	.225

(1.79)*
	
	.148

(2.24)**

	
	
	
	
	
	
	

	Polity Scale
	D1
	
	
	
	-.004

(-.95)
	-.008

(-2.80)***

	
	
	
	
	
	
	

	Trade (% GDP)
	D1
	-.001

(-2.59)**
	-.001

(-2.80)***
	-.001

(-2.80)***
	-.001

(-2.55)**
	-.001

(-2.60)**

	
	
	
	
	
	
	

	Growth of Real GDP per capita
	D1
	-.031

(-4.48)***
	-.032

(-4.58)***
	-.031

(-4.38)***
	-.028
(-3.58)***
	-.032

(-4.89)***

	
	
	
	
	
	
	

	Real Overvaluation
	D1
	-.002

(-2.05)**
	-.002

(-2.83)***
	-.002

(-2.69)***
	-.002

(-2.81)***
	-.002

(-2.23)**

	
	
	
	
	
	
	

	Growth of Oil prices
	D1
	.004
(6.23)***
	.004

(5.69)***
	.004

(6.38)***
	.002

(3.51)***
	.004

(6.43)***

	
	
	
	
	
	
	

	U.S. Treasury Bill Rate
	D1
	.033
(5.59)***
	.028

(4.72)***
	.027

(4.57)***
	.029
(5.02)***
	.034

(5.42)***

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Constraints on the executive power
	D1
	-.022
(-2.31)**
	
	
	
	

	
	
	
	
	
	
	

	Political Rights
	D1
	
	.038

(3.78)***
	
	
	

	
	
	
	
	
	
	

	Civil Liberties
	D1
	
	
	.043

(3.83)***
	
	

	
	
	
	
	
	
	

	Ideological polarization
	D1
	
	
	
	-.039
(-1.08)
	

	
	
	
	
	
	
	

	Urban population (% of total population)
	D1
	
	
	
	
	.001

(.57)

	
	
	
	
	
	
	

	
	
	
	
	
	

	# Observations
	2629
	2055
	2055
	1767
	2629

	
	
	
	
	
	

	# Countries
	97
	99
	99
	96
	97

	
	
	
	
	
	


Notes:
-
System-GMM estimations for dynamic panel-data models (using Stata 8.2). The original model (before taking first differences) controls for country fixed effects. Sample period: 1960-1999;

· Since Government Crises, Growth of Real GDP per capita, and Real Overvaluation can be affected by inflation, they were treated as endogenous. As done for lagged inflation, their lagged values two and three periods were used as instruments in the first-difference equations and their once lagged first-differences were used as instruments in the levels equation;

· Two-step results using robust standard errors corrected for finite samples (using Windmeijer’s, 2000, correction);
· D1 stands for first difference and LD1 for one-time lagged first difference;

· t-statistics are in parenthesis. Significance level at which the null hypothesis is rejected: ***, 1%; **, 5%, and *, 10%;

· Hansen tests never reject the validity of the over-identifying restrictions;

· Second order autocorrelation of residuals is always rejected;

· See Table A6 for a description of the alternative/additional variables used.

Table A2: More robustness tests for alternative/additional explanatory variables
	
	
	
	
	
	
	
	

	Log(Inflation)
	D1
	1
	2
	3
	4
	5
	6

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Log(Inflation)
	LD1
	.662

(19.3)***
	.673

(19.2)***
	.760

(24.9)***
	.759

(29.2)***
	.749

(16.9)***
	.707

(16.1)***

	
	
	
	
	
	
	
	

	Government Crises
	D1
	.268

(3.67)***
	.167

(2.56)**
	.300

(2.18)**
	.250

(2.01)**
	.183

(2.50)**
	.098

(1.75)*

	
	
	
	
	
	
	
	

	Polity Scale
	D1
	-.007

(-2.11)**
	-.006

(-2.12)**
	-.010

(-2.52)***
	-.009

(-2.57)***
	-.007

(-2.11)**
	-.008

(-1.54)

	
	
	
	
	
	
	
	

	Trade (% GDP)
	D1
	-.001

(-2.47)**
	-.001

(-2.01)**
	-.001

(-1.47)
	-.001

(-1.49)
	-.001

(-2.71)***
	-.001

(-2.20)**

	
	
	
	
	
	
	
	

	Growth of Real GDP per capita
	D1
	-.030

(-4.39)***
	-.035

(-4.55)***
	-.030

(-4.08)***
	-.035

(-4.43)***
	-.022

(-2.29)**
	-.024

(-2.57)**

	
	
	
	
	
	
	
	

	Real Overvaluation
	D1
	-.002

(-2.01)**
	-.002

(-1.98)**
	-.002

(-2.51)**
	-.002

(-2.56)***
	.00002

(.03)
	-.0003

(-.41)

	
	
	
	
	
	
	
	

	Growth of Oil prices
	D1
	.004

(5.90)***
	.004

(6.55)***
	.003

(4.09)***
	.003

(4.23)***
	.005

(6.24)***
	.006

(6.78)***

	
	
	
	
	
	
	
	

	U.S. Treasury Bill Rate
	D1
	.038

(6.01)***
	.033

(5.29)***
	.030

(4.63)***
	.031

(5.01)***
	.018

(2.20)**
	.018

(1.88)*

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	% of Currency Inside Banks
	D1
	.006

(.52)
	
	
	
	
	

	
	
	
	
	
	
	
	

	GDP growth of main trading partners
	D1
	
	.002

(.13)
	
	
	
	

	
	
	
	
	
	
	
	

	Exchange rate system (5 categories)
	D1
	
	
	-.239

(-1.27)
	
	
	

	
	
	
	
	
	
	
	

	Exchange rate system (3 categories)
	D1
	
	
	
	-.029

(-.95)
	
	

	
	
	
	
	
	
	
	

	Index of central bank independence
	D1
	
	
	
	
	.039

(.96)
	

	
	
	
	
	
	
	
	

	Turnover rate of central bank governors
	D1
	
	
	
	
	
	.187

(.20)

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	

	# Observations
	2476
	2500
	1601
	1559
	1301
	1347

	
	
	
	
	
	
	

	# Countries
	95
	93
	95
	95
	57
	56

	
	
	
	
	
	
	


Notes:
-
System-GMM estimations for dynamic panel-data models (using Stata 8.2). The original model (before taking first differences) controls for country fixed effects. Sample period: 1960-1999;

· Since Government Crises, Growth of Real GDP per capita, and Real Overvaluation can be affected by inflation, they were treated as endogenous. As done for lagged inflation, their lagged values two and three periods were used as instruments in the first-difference equations and their once lagged first-differences were used as instruments in the levels equation;

· Two-step results using robust standard errors corrected for finite samples (using Windmeijer’s, 2000, correction). 

· D1 stands for first difference and LD1 for one-time lagged first difference;

· t-statistics are in parenthesis. Significance level at which the null hypothesis is rejected: ***, 1%; **, 5%, and *, 10%;

· Hansen tests never reject the validity of the over-identifying restrictions;

· Second order autocorrelation of residuals is always rejected;

· See Table A6 for a description of the alternative/additional variables used.

Table A3 Robustness tests using regional dummies and for alternative samples
	
	
	
	
	
	
	

	
	
	With Regional Dummies
	Inflation

< 1000%
	Without Latin America
	Below Median GDPpc
	At or Above Median GDPpc

	
	
	
	
	
	
	

	Log(Inflation)
	D1
	1
	2
	3
	4
	5

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Log(Inflation)
	LD1
	.640
(20.2)***
	.658

(19.0)***
	.616

(16.9)***
	.602

(12.6)***
	.806

(21.6)***

	
	
	
	
	
	
	

	Government Crises
	D1
	.150
(2.23)**
	.142

(2.51)**
	.136

(1.72)*
	
	.108

(1.73)*

	
	
	
	
	
	
	

	Cabinet Changes
	D1
	
	
	
	.170

(1.73)*
	

	
	
	
	
	
	
	

	Polity Scale
	D1
	-.003
(-.79)
	-.007

(-2.50)**
	-.012

(-3.70)***
	.0004

(0.08)
	-.008

(-3.64)***

	
	
	
	
	
	
	

	Trade (% GDP)
	D1
	-.001

(-2.43)**
	-.001

(-2.22)**
	-.001

(-1.97)*
	-.0001

(-0.06)
	-.001

(-3.26)***

	
	
	
	
	
	
	

	Growth of Real GDP per capita
	D1
	-.030
(-4.36)***
	-.027

(-4.58)***
	-.026

(-3.38)***
	-.020

(-2.32)**
	-.017

(-2.04)**

	
	
	
	
	
	
	

	Real Overvaluation
	D1
	-.002
(-2.11)**
	-.001

(-1.58)
	-.001

(-1.68)*
	-.001

(-1.71)*
	-.003

(-1.45)

	
	
	
	
	
	
	

	Growth of Oil prices
	D1
	.004
(6.58)***
	.004

(6.40)***
	.004

(5.04)***
	.002

(2.52)**
	.005

(7.25)***

	
	
	
	
	
	
	

	U.S. Treasury Bill Rate
	D1
	.035
(5.13)***
	.034

(5.56)***
	.033

(5.12)***
	.035

(3.32)***
	.017

(2.06)**

	
	
	
	
	
	
	

	Africa
	D1
	.207
(1.44)
	
	
	
	

	
	
	
	
	
	
	

	Europe
	D1
	.377
(.73)
	
	
	
	

	
	
	
	
	
	
	

	Middle East
	D1
	.159
(.66)
	
	
	
	

	
	
	
	
	
	
	

	Western Hemisphere
	D1
	.325
(1.79)
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	

	# Observations
	2629
	1519
	2045
	1084
	1519

	
	
	
	
	
	

	# Countries
	97
	53
	77
	57
	53

	
	
	
	
	
	


Notes:
-
System-GMM estimations for dynamic panel-data models (using Stata 8.2). The original model (before taking first differences) controls for country fixed effects. Sample period: 1960-1999;
· Since Government Crises, Growth of Real GDP per capita, and Real Overvaluation can be affected by inflation, they were treated as endogenous. As done for lagged inflation, their lagged values two and three periods were used as instruments in the first-difference equations and their once lagged first-differences were used as instruments in the levels equation;

· The regional dummy variable for the Industrial Countries was left out of the estimation of Column 1. The regional dummies were defined according to the IMF classification. Column 2 reports the results of estimations performed for a sample that excludes the observations for which the inflation rate was greater or equal to 1000%. In the estimation of Column 3, the sample did not include Latin American countries. Columns 4 and 5 present the results of estimations performed for countries below and at or above median GDP per capita;

· Two-step results using robust standard errors corrected for finite samples (using Windmeijer’s, 2000, correction). D1 stands for first difference and LD1 for one-time lagged first difference;

· t-statistics are in parenthesis. Significance level at which the null hypothesis is rejected: ***, 1%; **, 5%, and *, 10%. Sargan tests never reject the validity of the over-identifying restrictions;

· Second order autocorrelation of residuals is always rejected.

Table A4: Results of estimations using 3-year moving averages

	
	
	
	
	

	
	
	Inflation < 50% and Inflation ≥ 50%

based on 3-year moving average of inflation

	
	
	
	
	

	
	
	1
	2
	3

	
	
	
	
	

	
	
	
	
	

	Log (Inflation)
	LD1
	.657

(19.1)***
	.635

(16.8)***
	.643

(20.9)***

	
	
	
	
	

	3-year average of Government crises
	D1
	.267

(3.21)***
	
	

	
	
	
	
	

	3-year average of Government crises * (Inflation < 50%)
	D1
	
	.184

(2.22)**
	

	
	
	
	
	

	3-year average of Government crises * (Inflation ( 50%)
	D1
	
	1.153

(3.99)***
	

	
	
	
	
	

	3-year average of Government crises * Industrial countries
	D1
	
	
	-.059

(-.32)

	
	
	
	
	

	3-year average of Government crises * Developing countries
	D1
	
	
	.422

(5.11)***

	
	
	
	
	

	Polity Scale
	D1
	-.007

(-2.52)**
	-.008

(-2.79)***
	-.004

(-1.28)

	
	
	
	
	

	Trade (% GDP)
	D1
	-.001

(-2.38)**
	-.001

(-2.07)**
	-.001

(-2.52)**

	
	
	
	
	

	Growth of Real GDP per capita 
	D1
	-.032

(-4.41)***
	-.032

(-4.51)***
	-.029

(-4.29)***

	
	
	
	
	

	Real Overvaluation
	D1
	-.002

(-2.17)**
	-.002

(-2.39)**
	-.002

(-2.17)**

	
	
	
	
	

	Growth of Oil prices
	D1
	.004

(6.49)***
	.004

(7.14)***
	.004

(6.61)***

	
	
	
	
	

	U.S. Treasury Bill Rate
	D1
	.013

(1.90)*
	.011

(1.73)*
	.014

(2.03)**

	
	
	
	
	

	Time
	D1
	.046

(3.02)***
	.048

(3.47)***
	.046

(3.21)***

	
	
	
	
	

	Time2
	D1
	-.001

(-3.24)***
	-.001

(-3.75)***
	-.001

(-3.52)***

	
	
	
	
	

	
	
	
	

	# Observations
	2599
	2599
	2599

	
	
	
	

	# Countries
	97
	97
	97

	
	
	
	


Notes:
-
System-GMM estimations for dynamic panel-data models (using Stata 8.2). The original model (before taking first differences) controls for country fixed effects. Sample period: 1960-1999;

· Since Government Crises, Growth of Real GDP per capita, and Real Overvaluation can be affected by inflation, they were treated as endogenous. As done for lagged inflation, their lagged values two and three periods were used as instruments in the first-difference equations and their once lagged first-differences were used as instruments in the levels equation;

· Two-step results using robust standard errors corrected for finite samples (using Windmeijer’s, 2000, correction). D1 stands for first difference and LD1 for one-time lagged first difference;

· t-statistics are in parenthesis. Significance level at which the null hypothesis is rejected: ***, 1%; **, 5%, and *, 10%; Hansen tests never reject the validity of the over-identifying restrictions;

· Second order autocorrelation of residuals is always rejected.

Table A5: Results of estimations using dummy variables for 10-year periods
	
	
	
	
	

	
	
	1
	2
	3

	
	
	
	
	

	
	
	
	
	

	Log (Inflation)
	LD1
	.651
(17.5)***
	.661
(18.5)***
	.665
(20.3)***

	
	
	
	
	

	Government crises
	D1
	.184
(2.51)**
	
	

	
	
	
	
	

	Government crises * (Inflation < 50%)
	D1
	
	.043
(.65)
	

	
	
	
	
	

	Government crises * (Inflation ( 50%)
	D1
	
	.886
(5.53)***
	

	
	
	
	
	

	Government crises * Industrial countries
	D1
	
	
	.050
(.53)

	
	
	
	
	

	Government crises * Developing countries
	D1
	
	
	.246
(2.88)***

	
	
	
	
	

	Polity Scale
	D1
	-.006
(-1.79)*
	-.006
(-1.99)**
	-.006
(-1.66)*

	
	
	
	
	

	Trade (% GDP)
	D1
	-.001

(-2.59)**
	-.001

(-2.50)**
	-.001

(-2.55)**

	
	
	
	
	

	Growth of Real GDP per capita 
	D1
	-.032

(-4.91)***
	-.030
(-4.70)***
	-.032
(-5.07)***

	
	
	
	
	

	Real Overvaluation
	D1
	-.002

(-2.21)**
	-.002

(-2.41)**
	-.002

(-2.16)**

	
	
	
	
	

	Growth of Oil prices
	D1
	.003
(3.97)***
	.003
(4.16)***
	.003
(3.88)***

	
	
	
	
	

	U.S. Treasury Bill Rate
	D1
	.026
(3.23)***
	.025
(3.25)***
	.025
(3.17)***

	
	
	
	
	

	1971-1980
	D1
	.306
(5.08)***
	.258
(3.91)***
	.294
(4.69)***

	
	
	
	
	

	1981-1990
	D1
	.182
(2.46)**
	.120
(1.55)
	.163
(2.14)**

	
	
	
	
	

	1991-1999
	D1
	.120
(1.43)
	.067
(.77)
	.096
(.98)

	
	
	
	
	

	
	
	
	

	# Observations
	2629
	2629
	2629

	
	
	
	

	# Countries
	97
	97
	97

	
	
	
	


Notes:
-
System-GMM estimations for dynamic panel-data models (using Stata 8.2). The original model (before taking first differences) controls for country fixed effects. Sample period: 1960-1999;

· Since Government Crises, Growth of Real GDP per capita, and Real Overvaluation can be affected by inflation, they were treated as endogenous. As done for lagged inflation, their lagged values two and three periods were used as instruments in the first-difference equations and their once lagged first-differences were used as instruments in the levels equation;

· Two-step results using robust standard errors corrected for finite samples (using Windmeijer’s, 2000, correction). D1 stands for first difference and LD1 for one-time lagged first difference;

· t-statistics are in parenthesis. Significance level at which the null hypothesis is rejected: ***, 1%; **, 5%, and *, 10%; Hansen tests never reject the validity of the over-identifying restrictions;

· Second order autocorrelation of residuals is always rejected;
· The dummy variable for the period 1960-1970 was left out of the estimations.

Table A6: Description of the additional/alternative variables by source

Polity IV

	Constraints on the executive power
	(
	This variable refers to the extent of institutional constraints on the decision-making powers of the chief executive, whether an individual or a collective executive.


Database of Political Institutions (DPI)

	Ideological Polarization
	(
	Maximum difference of orientation among government parties (0-2).


Freedom House Rankings

	Political Rights
	(
	Measured on a one-to-seven scale, with one representing the highest degree of freedom and seven the lowest. 

	Civil Liberties
	(
	Measured on a one-to-seven scale, with one representing the highest degree of freedom and seven the lowest. 


World Development Indicators (WDI) – World Bank

	Urban population (% of total population)
	(
	Urban population as a percentage of the country’s total population.


International Financial Statistics (IFS)

	% of Currency inside banks
	(
	(M2-C)/M2, in which M2 is Quasi-money (code 35) and C is Currency outside banks (code 14A ).


Global Development Network Growth Database (GDN) – World Bank
	GDP growth of main trading partners
	(
	Trading Partners' GDP Per Capita growth (%, weighted average by trade share).


Levy-Yeyati and Sturzenegger (2002)
	Exchange Rate System 

(5 categories)
	(
	1=inconclusive; 2=float; 3=dirty; 4=dirty/Crawling peg; 5=fix.

	Exchange Rate System 

(3 categories)
	(
	1=float; 2=intermediate (dirty; dirty/Crawling Peg); 3=fix.


Based on Cukierman, Webb, and Neyapti (1992)
	Index of Central Bank independence
	(
	Aggregate legal Central Bank independence variable.

	Turnover rates of central bank governors
	(
	Turnover rates of Central Bank Presidents.
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