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Abstract

Although recent research has repeatedly found a negative association between investment and
socio-political instability (SP1), the existence and direction of causality between these two
variables has not yet been investigated. We construct an index of SPI for non-overlapping five-
year periods between 1960 and 1995 for a sample of 98 developing countries. We use the
Granger causality framework and report Anderson-Hsiao-Arellano instrumental variable
estimates. Our main finding is that, for the full sample, there is a robust causal relationship going
from SPI to investment, and it is positive. In other words, we find that an increase in the level of
SPI Granger causes an increase in investment. We argue that three reasons may explain this
result: one is that SPI delays investment, another is that it destroys at least part of the capital
stock, and the third is that SPI causes changes in government policies that are beneficial in the
long run.

Abstrakt

Ackoli soucasny vyzkum opakované nalezl negativni zavislosti mezi investicemi a socio-
politickou nestabilitou (SPN), existence a smér kauzalnich vztahti mezi témito dvéma
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proménnymi nebyly doposud zkoumany. Pro vzorek 98 rozvojovych zemi jsme zkonstruovali
index SPN pro nepiesahujici pétileta obdobi z let 1960 a 1995. Nase prace pouziva Grangertv
postup pro ovéieni existence kauzalnich vztahl. N4s hlavni poznatek je, Ze existuje robustni
kauzalni vztah od SPN k investicim. Tento vztah je pozitivni, jinymi slovy, vzrist arovné¢ SPN
Grangerove zpusobi vzrist investic. Tento vysledek 1ze vysvétlit ttemi divody: za prvé, SPN
zpozd'uje investovani, za druhé, SPN znehodnoti alespon ¢ast kapitalu, a za tfeti, SPN zptsobuje
takové zmény ve vladé a vladni politice, které jsou ptinosem z dlouhodobého hlediska.
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