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Abstract


This paper examines the socio-political instability link between inequality and investment. For the period between 1960 and 2011 for 192 countries, this paper finds no significant correlation between inequality and instability and no significant correlation between instability and investment when country fixed effects are taken into account. It does find a positive and significant effect of inequality on investment directly. This runs counter to theory that suggests that higher inequality creates instability through demand for redistribution, which in turn makes property rights more uncertain and markets more risky, discouraging investment. This finding contradicts a widely-cited 1996 paper by Alesina and Perotti which does find the unrest link to be significant. 
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I. Introduction
During the last half century, 1970 was by far the most turbulent year on average across the globe. From independence movements in Africa to Palestinian revolts to anti-war protests in the United States, there were more countries that experienced at least some socio-political instability in 1970 than in any other year, and the numbers suggest that the countries that did experience social unrest had more of it than any other recent year (Figures 1-5). The world’s investors were seemingly undeterred by this unrest in the short term, but by 1974, investment figures began to drop into a trough that continued through the 1980’s. Are these trends linked in any way? Does this hold for other periods, and if so, what causes this linkage? Past research has looked into questions such as these.  This project investigates the socio-political instability link between inequality and investment at the country level between 1960 and 2011 for 192 countries. It is primary interested in answering these two questions:
1. Does higher inequality create social unrest?
2. Does social unrest cause lower levels of investment (both local and foreign)?
In particular, it tests the hypothesis of Alesina and Perotti (1995) that unrest is a negative link between inequality and investment; unlike past studies, it finds little evidence that income inequality impacts investment through instability once country fixed effects are taken into account. 
The answers to these questions hold substantial importance for stakeholders at the highest levels of international government. At the very top of the pyramid, policy-makers at the International Monetary Fund or the World Bank would have an interest in the results of this research because of their loans to developing countries. If the links between higher inequality, higher instability, and lower investment hold true, these institutions could alter the terms of these loans to better reflect the potential for lower inequality to increase investment. In particular, they could make support for the middle class and lower income inequality in general mandates for receiving loans and aid in addition to their poverty reductions targets they already have in place. This could take the form of encouraging more progressive taxation or simply mandating that the lower and middle classes be the primary targets of loan funds with the idea that investment will flow in more freely, even from the upper end of the income distribution, with a more stable nation. In similar manner, individual national governments could use the findings of this study as motivation to reduce income inequality through the same types of channels.
In addition, the study of the links between income distribution, instability, and investment contributes to the world of economic literature. If inequality is linked to higher social unrest, this helps to explain why subsidies and government handouts are often given to the lower class even in countries with authoritarian governments. In addition, the link between higher levels of instability and lower levels of investment can help to explain why uncovered interest parity rarely holds in the short- to medium-term; for example, why the United States continues to sees high levels of investment even when its interest rates are low compared to many other countries with different investment climates. If these links do not hold under empirical examination, then other explanations must be put forth for these puzzles of economic theory. 
Furthermore, research linking (or showing the absence of a link) between inequality and investment also contributes to the wide swath of literature dedicated to the determinants of economic growth. Investment is often regarded as a positive factor affecting growth (according to Solow’s Growth Curve, for example (1956)), so inequality’s impact on investment would have a further effect on growth, in addition to its possible other effects. 
Past research has put forth multiple channels through which a country’s income distribution impacts its level of investment. Kaldor (1956) posited that higher inequality leads to higher investment because wealthier individuals save a higher percentage of their income than those lower in the income distribution. Income inequality also has the potential to increase demand for redistribution, as the higher tax rates that result may discourage investment. Imperfect credit markets have also been proposed as a positive impact of inequality on investment (see Section II). 
Finally, Alesina and Perotti (1995) proposed a social unrest effect by examining an index of destabilizing events, inequality, and investment for the period 1960-1985. They found a positive correlation between higher inequality and instability and a negative correlation between the level of instability and total investment. Alesina and Perotti’s work improves upon previous research because it attempts to deal with joint endogeneity between the important variables. However, there are multiple issues with their approach that this paper endeavors to correct. Its primary issue is that the main regressions are structured as a simple OLS of a fixed time period for each of the variables. Inequality is assumed constant and measured in 1960, while instability is taken as an average of the period between 1960 and 1985. Investment is measured as the ratio of real investment to real GDP, again taken as an average value between 1960 and 1985. This approach does not effectively take variation in the variables into account, especially in income distribution, as it could very easily change significantly over twenty-five years. Furthermore, while measuring inequality at the beginning of the period and the other variables as average values helps deal with joint endogeneity from instability to inequality and from investment to inequality, it does nothing to account for potential joint endogeneity from investment to instability. Moreover, by using a simple OLS model, Alesina and Perotti fail to take country-fixed effects into account, which, for countries with consistently high or low instability, can be difficult to disentangle from the effect of instability on investment. Finally, measuring investment as a percentage of GDP means that the measure rises as GDP declines, even without a real change in investment figures, creating further issues with skewness. 
In summary, the primary contribution of this research is that it brings into question the conclusions of a widely cited study linking inequality to civil unrest and to investment; it does so primarily by implementing an alternative (and more robust) data structure and by increasing the scope of the data. The remainder of this paper is outlined as follows: Section II reviews the previous literature on the topic in greater depth; Section III outlines a framework for the proposed links between the important variables; Section IV summarizes the data used; Section V details the empirical structure used; Section VI reports and analyzes the findings of the empirical study; and Section VII concludes. 
II. Literature Review
The Kuznets curve (1956) acts as a good baseline for any discussion of inequality. This curve suggests that as an economy moves from a complete dependence on agriculture and begins to industrialize, inequality will increase as the workers who move into the industrial sector will be more productive and receive higher wages than the agricultural workers. However, as an economy develops further, its increased industrialization allows more workers to move into the industrial sector, giving them access to the higher wages available. It also has an equalizing impact on the wages in the agricultural and industrial sectors as the workers who leave the agricultural sector push down the supply of labor in that sector and push up wages. Thus, according to Kuznets, inequality increases at the beginning of a nation’s development but decreases as it develops further, making for an “inverted U” shape. This model has been more recently adapted to reflect the shift to new technologies and to developing financial systems rather than just industrialization. 
Barro (1999) finds the Kuznets curve as an empirical regularity but suggests that it does not explain most of the variation in inequality. He does conclude that for low-income countries, inequality is negatively correlated with growth, while for rich countries, the correlation is positive; neither of these effects are very large, however, and overall, Barro finds little relationship between inequality, investment and growth. Voitchovsky (2005) focuses on segments of the income distribution and its effects on growth; her analysis concluded that higher levels of inequality at the top end of the income distribution is correlated with higher growth, while the opposite is true for higher levels of inequality at the lower end of the income distribution. This creates potential issues in using only one measure of inequality.
Regarding inequality’s impact on investment specifically, several theories exist in previous economic literature, which can be summarized into four main categories of effects: credit-market imperfections, political economy, social unrest, and saving rates. The credit markets effect (Barro 1999) reflects how imperfect markets for credit mean that borrowers will not have the same ability to invest as non-borrowers, leading to investment rates of return that are not equal; it can also reflect incomplete enforcement of loan collection. Kaldor (1956) proposed a savings effect (the “Kaldorian effect”) through which inequality impacts investment. He posits that the highest income earners save more than lower earners, so the greater the share of income of the top earners, the more income will be invested; hence the “Kaldorian effect” predicts a positive relationship between inequality and investment. 
Alternatively, Alesina and Roderick (1991) and Bertola (1991) posited a taxation effect in which higher inequality raises the demand for redistributive taxes, increasing the tax burden on high earners and inciting them to lower their investment in their country’s economy. Alesina and Perotti (1996) posited a social unrest effect in which greater demand for redistribution creates social unrest, lowering investment levels by creating uncertainty. Aisen and Vega (2011) find that growth is slower in areas with higher instability, which is due in part lower capital formation, which supports Alesina and Perotti’s conclusions. However, Benabou (2000) theorized that low levels of redistribution could be sustained, even at high levels of inequality, because of the outsized influence of the upper class on the political process. Furthermore, Dion and Birchfield (2011) concluded that the desire of the wealthy to provide a sustenance-level standard of living created demand for redistribution in the political process even at the top of the income distribution. Both Benabou’s and Birchfield’s conclusions conflict with those of Alesina and Perotti and draw the validity of the unrest effect into questions. In addition, the four basic effects (credit markets, savings, taxation, and unrest) go in opposite directions (higher inequality increases investment through the savings and credit imperfections effects but lowers it through the taxation and unrest effects) and thus mitigate each other, making separating these effects somewhat difficult. 
However, this research endeavors to do just that. The empirical analysis examines the findings of Alesina and Perotti (1996) which found a significant social unrest effect.  (For a more detailed discussion of inequality’s impact on investment, see section III). In “Income Distribution, Political Instability, and Investment,” Alesina and Perotti use data from 70 countries from 1960 to 1985 to test their hypothesis; they measured inequality as the total share of income of the third and fourth quintiles of the income distribution, investment as total economic investment, and instability as an index constructed of different instances of politically-inspired violence (SPI). This project alters the measures of inequality and investment but may maintain SPI as its measure of political instability. 
Alesina and Perotti successfully find a link between inequality, instability, and investment, but the breadth of their data is limited by their measure of inequality. Since the publication of their research, two decades of quality data has become available, which reveals an altered global landscape for inequality and investment. In addition, they do not effectively cope with endogeneity between investment and inequality. They attempt to deal with joint endogeneity by measuring inequality only at the beginning of the period, and this is suitable for their purposes. Furthermore, investment may have an impact on inequality if its gains are distributed unevenly; or it could impact instability directly if, for example, a lack of government investment into military technology provokes the military to attempt a takeover. This project attempts to deal with this problem of endogeneity (see Section V). It also increases the number of years and the number of countries included in the sample, reflecting improved data availability. 
III. Theoretical Model 
Alesina and Perotti do not explicitly discuss a full theoretical framework of their instability effect. This section endeavors to model the important variables to more fully explain the logic behind the instability link between inequality and investment. 
When income inequality is high, low earners make their desire for a greater share of wealth, and for redistributive taxes in particular, felt within their country by agitating through protests and attempting to overthrow the government, making a nation more unstable. These instances of violent political turmoil create an economic climate that is not conducive to investment. Political violence increases the likelihood that property rights will be violated or less well-protected, increasing risk for investors. It also increases the risk of personal harm or damage to private property or capital. Political turmoil can also increase the likelihood that a drastic change in government will alter the business climate by changing regulations or even fiscal spending. Thus, instability opens up private investors to risk from different sources. There are also reasons that public investment may be diminished by instability: government may respond to instances of inequality-inspired violence by increasing redistributive payments and cut investment to fund it. Hence, income inequality can impact both private and public investment by increasing instability.
More explicitly, the following choice model helps to explain why income inequality leads to greater political unrest which leads to decreased investment, when these choices are aggregated. The actors in this model are the citizens of a given country, and their critical actions are their levels of savings and their levels of unrest; while the high earners are the biggest savers and the low earners are most likely to be involved in social unrest, there could be some overlap between the groups (low earners investing, or high earnings protesting), so both groups are given the same choices.  The actors are utility maximizers with respect to current and future consumption and with a budget constraint on their time, and investment and agitation have the potential to lead to greater future consumption. For simplicity, a closed economy is assumed, so investors can either invest at home or not at all, but even in an open economy, the ability to invest elsewhere should not diminish the negative impact of instability on investment. 
Potential investors in an economy (both current residents and outside investors) maximize their utility of present and future consumption:


 is current (time period 0) consumption for individual i while  represents future consumption.  and  are the utility weights placed on present and future consumption, respectively. The investment portion of the future consumption () equation is given by the λ(1+r)*I/(1+π) section. I represents investment within an actor’s own country. λ represents the probability of an investment lasting to maturity and generating a return; it is a function of the demand for redistribution D (which is described more fully later), such that λ = f(D1) and 0≤λ≤1. r is the current interest rate, while π represents inflation. 
The redistribution portion of the future consumption equation is Ω*Φ*R.  Φ is the probability that a redistributive payment scenario will take place.  R represents the sum of all redistributive payments in a future year that the government will enforce. Ω is the net proportion of the total redistributive payments that an individual receives; a high, positive value of Ω implies that the individual is receiving a large proportion of the transfer payments, while a negative value for Ω means that the individual is paying into the transfer payment system. For example, in an imaginary economy with two high earner and three low earners where the government implements a redistributive tax of $30 each on only the high earners to be split evenly among low earners, R = $60, and for the high earners, Ω = -.5, while for the low earners, Ω = .33.  Φ is a function of the previous year’s demand for redistribution (described later), such that Φ2= g(D1). 
Additionally, citizens face a budget constraint on their resources that is based on their income:

Citizens can spend the resources they receive from their income on current consumption, or on trying to increase future income through investment or through demand for redistribution (D). These citizens earn income either through work (W), returns on investment (V), or through redistributive payment:

Ψ signifies the hourly wage while Ω*R represents net redistributive payments. Investment income V in year 2 is based on the returns on the investment of the first year. 
	Two important notes about functions of demand for redistribution D are as follows: in λ = f(D1), the relationship between λ and D1 is negative, because we assume that demand for redistribution is made known through social unrest, which destabilizes investment markets through loss of property, safety, and productivity. Thus, an increase in D1 represents an increase in social instability. However, in Φ2= g(D1), the relationship between Φ2 and D1 is positive, because social unrest threatens (or instills) government changeover, which in either case will incite governments to increase transfers. 
	Higher inequality in this model has two primary implications. First, it creates the potential for higher redistributive payments (R) in future periods, because there is greater wealth at the top of the income distribution. The greater the expected value of future payments is, the greater demand for redistribution will be. On the other hand, higher inequality means that income (N) for the low wage portion of the income distribution is lower on average; this means fewer resources with which to pursue consumption, investment, or demand for redistribution. This effect would seem to be the mirror image of Benabou’s hypothesis concerning the resources of the upper end of the income distribution allowing them to disproportionately influence the political process in favor of lower redistribution. The hypothesis that comes out of this choice model is that higher inequality leads to political instability through social unrest only as long as the first effect - the increased value for R - outweighs the second - diminished resources in the lower distribution tail. Empirically, if inequality is positively linked to instability, then we can conclude that the first effect, greater demand for redistribution, outweighs the second. If there is no conclusive link, there may be no effect at all, or it may be that these two effects counter balance each other. 
IV. Data
	In lieu of a data set that includes information on each of the important variables, this research includes data from three sources. Data on inequality comes the “UNU-WIDER” database, which is collected by the United Nations. Instability data is collected from the “Cross-National Time Series” database. Investment data and other macroeconomic variables come from the World Bank. 
This data has been assembled into a panel structure by country and year. It offers significant improvement over the comparison study because it offers a greater number of countries, more years (since the last study was published), and a number of control variables. The greatest weakness of this combination of data sets is that the panel is unbalanced, with some countries only having a few observations for Gini (an index of income inequality described in part A). Many observations that did not match were dropped to help minimize this issue, and the unbalanced panel should not take away from the findings of the analysis. The limits on the time period, 1960-2011, were selected because of data availability. Instability data was only available after 1960, and Gini measurements were updated only as late as 2011. 

A. Income Inequality
	Gini is an index of inequality that lands between 0 and 100. A score of 0 would represent total equality, meaning that everyone has exactly the same amount of income, while a score of 100 is the opposite, all of the country’s income would go to one individual. The average score for the sample is 38 but it ranges from 15.9 to 74.3. Only Gini measures that are based on income are included (rather than a consumption base). Furthermore, when more than one Gini was available for a given country and year, preference was given based on these rules:
1. Values denoted as high or average quality in the dataset 
2. Values that cover an entire country’s geographic area, 
3. Values whose unit of analysis is an individual (rather than a family) 
4. Values who have a welfare definition of disposable income
5. Values denoted as high quality in the dataset
6. Values with an equivalence scale of “Household per Capita”
7. Average of remaining values









Figure 1:	
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	Figure 1 above shows the movements of average Gini measurements worldwide from 1960-2011. The long-term trend is unclear; figures in the 1980’s were depressed, meaning income was on average distributed more evenly, but inequality rebounded in the 1990’s. This may be due to the after-effects of “stagflation,” or high inflation coupled with stagnant growth, in the US and global growth through the 1970’s. Its rebound could be attributed at least in part to the onset of the personal computer and the internet as a form of capital in the developed world, implying an increase in the productivity of capital and an increase in the income of investors. 


B. Socio-political Instability
Instability data is gleaned from the Cross National Time Series database, which provides the number of times a given type of event occurs in a given country and year as reported by the New York Times. In an attempt to find robust result, two different indices of instability and a dummy for instability have been used in different regression models. The dummy takes a value of one if any form of instability occurs in the given country and year. 
The first index is termed “Instability Weighted Index” and includes each of the forms of political instability included in the CNTS data. Its weights are as follows: Assassinations (25), General Strikes (20), Guerrilla Warfare (100), Government Crises (20), Purges (20), Riots (25), Revolutions (150), and Anti-Government Demonstrations (10). Assassinations are any politically motivated murder or attempted murder of a high government official or politician. General Strikes measures any strike of 1,000 or more industrial or service workers that involves more than one employer and that is aimed at national government policies or authority. Guerrilla Warfare is any armed activity, sabotage, or bombings carried on by independent bands of citizens or irregular forces and aimed at the overthrow of the present regime. Major Government Crises include any rapidly developing situation that threatens to bring the downfall of the present regime - excluding situations of revolt aimed at such overthrow. Purges measure any systematic elimination by jailing or execution of political opposition within the ranks of the regime or the opposition. Riots captures any violent demonstration or clash of more than 100 citizens involving the use of physical force. Revolutions include any illegal or forced change in the top government elite, any attempt at such a change, or any successful or unsuccessful armed rebellion whose aim is independence from the central government. Anti-Government Demonstrations measure any peaceful public gathering of at least 100 people for the primary purpose of displaying or voicing their opposition to government policies or authority, excluding demonstrations of a distinctly anti-foreign nature (Wilson). 
The second index, “Socio-political Instability,” or SPI, is an index of violent political events intended to closely mirror the index used in Alesina and Perotti. It is calculated as follows:
    	 
Alesina and Perotti construct this index using the method of principal components. The definition of each component is the same as above. RIOT replaces the DEATH variable in the Alesina’s original SPI, while REVOL replaces COUP. In SPI, a dummy variable, DICT, takes a value of 0 if it is civilian-led and a value of 1 if controlled by the military or other strong men. This is included to control for the measurement error caused by underreporting of instability in dictatorships. 
It is unclear whether, in either index, per capita or total values should be used. On one hand, a few deaths in a riot clash may seem less significant in a country whose urban areas house millions of residents rather than thousands; however, one political assassination may have just as significant a ripple effect in a country of under 1 million as in a country of 50 million. In both SPI and in the more comprehensive Instability Weighted Index, total values are chosen because of the relatively small total number of these events overall. 
	The disadvantage of using SPI is that it selectively removes some forms of instability in favor of other ones. While assassinations, riots, and revolutions may have the most impact on investment uncertainty, this does not mean that the other forms used in the previous index do not have a real impact on investment. 



Figure 2:
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	In Figure 2 above, the long term trend of instability is clearly downward. This could reflect the spread of democracy or economic development. However, there are two distinct spikes that stand out. The first, of course, is 1970, the year mentioned at the start of the paper. Both this index and the share of countries with instability are at their highest in this year. There seems to be no one reason for this but rather an abundance of factors, from war in the Middle East to war protests in the West. The second is 2011; after several years of very low levels of instability, this index jumps back up to pre-2000’s levels. This jump seems clearly connected to the Arab Spring, although 2011 also included “Occupy Wall Street” protests in the United States and riots in England. 
C. Investment
Investment is measured as gross fixed capital formation per capita, and the majority of the specifications use a log of investment. This represents a small but important change from Alesina and Perotti (1996), who preferred investment per GDP, because population is much less variable than GDP, making for less noise in the measurement. The Primary Education variable used is the gross ratio of enrollment in primary education, expressed as a percentage of the population of the eligible age. This ratio can range above 100 percent because of the inclusion of over- and under-aged students because of early or late school entrance and grade repetition.	

V. Empirical Model
	The regression models for the impact of inequality on instability and of instability on investment are as follows:  


EDUC is the proportion of primary school-age children who are actually enrolled in school. GDP is measured as real GDP per capita in US dollars. INEQ is the value of the Gini coefficient, which reports the spread of the income distribution on a scale of 0 (perfectly equal) to 100. In equation (3), β3 represents the cumulative impact of the Kaldor effect and the redistributive taxation effect, and which effect will win out is ambiguous. INFL is percent inflation, which helps control for macroeconomic changes. Zt1 and εt2 are terms that control for country-fixed effects by taking advantage of the panel data structure. 
Using the time-fixed effect specification is a stronger control because it can take into account the impact of effects other than changes in purchasing power parity. However, it is typically much more difficult to find a correlation when time-fixed effects are included in the regression. 
	Alesina and Perotti use a system of simultaneous regressions and a cross-section of their time period in their analysis. They measure inequality at the beginning of their 26 year time period and count it as constant over their entire period, and they measure the variables of SPI as the total figures for the entire time period. One of the potential issues with this model is that it is a cross-section over multiple decades, so the variables do not account for change over time. Inequality could change dramatically over decades, and measuring SPI as a total over the period does not account for the different effect that 1960 inequality will have on either 1960 or 1986 SPI. 
	This project uses a panel framework to avoid the pitfalls of assuming constant inequality and measuring instability in a cross section. A panel structure allows for the analysis to control for country-fixed effects and year effects.
	One of the issues with trying to determine the impact of inequality on investment is joint endogeneity. Introducing a lag between the measurements of the respective variables is one way to contend with this issue. For example, measuring year 1 inequality impact on year 5’s instability could break any impact that year 1’s instability might have year 1’s inequality, as long as instability in year 1 and year 5 are not strongly auto-correlated. To help correct for this problem, lags are introduced as robustness checks (see Appendix), including one and two year lags of investment. 
VI. Results
As the Tables below show, Alesina and Perotti’s Instability effect shows up in the simplest of specifications, but when population effects and panel structure are used, the significance of the effect quickly disappears.  Table 1 below represents a baseline OLS specification which. Even with a different denominator on investment (per capita rather than per GDP), this regression reveals the expected correlations between instability and investment; without including inequality in the specification, both are significant at the 1 percent level with a negative sign, implying that both the first and the additional instances of instability negatively impact investment. Table 2 below is the closest replication of the specification used by Alesina and Perotti (1996), only with a longer time period and the added benefit of allowing inequality to fluctuate. The results seem to match their conclusions; although Gini is not significant, the instability index maintains its significance at the 99 percent level, and the dummy is still significant at the 10 percent level. 
	However, when both population effects and Gini are taken into account in Table 3, the significance of the unrest link quickly disappears; both the dummy and the index are not significant at any level. Including Gini drops the number of observations, so if other variables lost their significance as well, this would be an easy explanation; however, GDP and multiple region dummies maintained their significance in Table 3, so this explanation seems less cogent.   
	Table 4 below represents the primary specification of this study. Unlike Alesina and Perotti’s conclusions, instability seems to have no real impact on investment, implying that the unrest link between inequality and investment does not exist. The instability index, and the instability dummy are all not significant at any level. However, Gini, the inequality coefficient, is significant, as is the interaction term between GDP and Gini. This implies that inequality does have a direct effect on investment, but perhaps through other channels rather than through investment. The positive sign on Gini is the opposite of what the unrest link would be, but taking the other direct effects of inequality on investment discussed in Section II, this makes sense. In particular, the sign offers support for Kuznets’s savings effect (1956) and the credit market imperfections effect (1999). The interpretation of the negative coefficient on the interaction term between Gini and GDP is that the effect of inequality on investment is lower in countries with higher GDP’s. Including this interaction term makes the coefficient on Gini significant, which contrasts its lack of significance in a specification without the interaction (Table 19), so this term is clearly important. 
[bookmark: current]Furthermore, the significance of some of the other variables suggests that there are other factors that do impact investment. GDP growth is, of course, strongly correlated with investment, implying that people on average save more, at least on an absolute scale if not as a percentage of their income, when the economy grows. Population growth also positively impacts investment, meaning that capital formation increases to match an increased labor force in the long run.  These all of these results are consistent with Table 5, which is the same specification but with both state- and year-fixed effects. 
The regressions of the first stage, the effect of inequality on instability, shows similar results: the coefficient on inequality is significant only in OLS specifications, when fixed effects are not taken into account. Table 6 shows a significant effect of Inequality, the interaction term, GDP growth, and a lagged GDP value on the Instability Weighted Index in the OLS specification in column 2 but not in the fixed effect specification in column 3, where GDP growth is significant. The lack of significance on the Gini and the interaction term, even though they are significant in the second stage regression, furthers the argument against the robustness of the unrest link. 
These results are consistent throughout multiple alternate specifications in Tables 26-31, which include regressions of the lagged value of both indices, probit regressions of the instability dummy, and state-, year-, and region- fixed effect regressions. The two- and three- stage least squares technique specifications in offer similarly mixed results. The three stage regression in Table 33 offers a significant correlation, but the more robust technique, the two stage regression in Table 34, produces a significant coefficient only on Gini. The two-stage least squares technique allows only one variable in the first stage and does not allow for the inclusion of fixed effects, so this result is not especially convincing. 
Multiple other regressions are included in the Appendix as robustness checks of the first stage. Table 12 and Table 13 are similar to the first OLS regressions and show similar results under different definitions of investment. Table 14 reveals that instability does not impact investment in fixed effect models even when Gini is not included in the specification. Table 15 acts a close mirror to Table 4 and Table except that it includes only year-fixed effects rather than state-fixed effects. It shows similar results, a strongly significant Gini and interaction term but no significance of the instability dummy or index. Table 16 shows a much weaker interaction term and no significance of the coefficient on Gini when region fixed effects are inserted in place of state fixed effects, so perhaps regions such as Latin America (which is significant in the regression) have overall high inequality and low investment which takes away the significance of the Gini term, even if individual countries do not. Table 18, similarly, shows a weak Gini term and a somewhat stronger interaction term when only region-fixed effects are included. 
Table 20 and Table 21 offer the most evidence for the unrest link hypothesis among panel regression tables. Table 20 shows a significant correlation between the index of instability (but not the dummy) and the yearly change in investment at the 90% level. Furthermore, in column 6 of Table Table 21, when Gini, the instability index, and the dummy, are all included, each variable is significant at the 10 percent level. However, columns 4 and 5 contrast this result, because in specification without the other, both the dummy and the index lack significance, and a finding at a 10% significance level that is not robust to other specifications seems to fall into the category of chance results. Overall, though, it offers more strong evidence that Gini impacts investment directly; in each of these specifications, inequality is significant at the 5 percent level. Table 26 acts as another robustness check; it only includes the countries with all the years present in the dataset for instability and investment. These results agree with the previous panel results. 
VII. Conclusion
These results put the findings of Alesina and Perotti into doubt; although their findings are easily replicable, when time fixed effects and population are taken into account, they fall apart. This data offers a few glimpses that their results might hold true, such as the change in investment specification, but they seem to be countered by the majority of the regressions. However, this research does conclude the inequality impacts investment directly, albeit positively, which is the opposite direction of the proposed unrest effect. This offers support for Kuznets’s savings effect (1956) and the credit market imperfections effect (1999). 
This may be the result of several factors having to do with differences in the data and empirical structure of this paper and Alesina and Perotti’s 1996 study. The most important is the inclusion of the fixed effect terms in most of the panel specifications. The inclusion of state fixed effects means that constant levels of inequality and instability are accounted for by the state dummies rather than by inequality. In other words, a country with consistently high inequality and consistently high instability, but not much change in inequality, will not register much of an impact of inequality on instability. The same holds true for instability and investment. For example, many Latin American countries have consistently high inequality and instability, while many South Asian countries have just the opposite. The constant levels show up in the ordinary least squares specifications but not the fixed effect panel specification. This helps to explain the difference in results. 
Overall, while Alesina attempted to control for macroeconomic conditions, including fixed effect dummies is a much more robust specification, and it may be that effects that do not change over time within countries cause some correlation between instability and investment. Another important difference is the inclusion of population as the denominator on investment rather than GDP. At the very least, it seems that Alesina and Perotti’s unrest link is not nearly as strong as their original study suggested, and the lack of robustness to alternative specifications found in this study suggests that it perhaps was never as important as other effects of inequality on investment.  


Table 1: OLS Effect on Log of Investment per Capita (2005 $), GINI Excluded
	
	(1)
	(2)
	(3)

	VARIABLES
	OLS1
	OLS2
	OLS3

	
	
	
	

	GDP growth (annual %)
	0.024***
	0.024***
	0.023***

	
	(0.002)
	(0.002)
	(0.002)

	1-year lagged ln GDP per capita (2005 $)
	1.023***
	1.020***
	1.020***

	
	(0.006)
	(0.006)
	(0.006)

	Population growth (annual %)
	0.014*
	0.014*
	0.015**

	
	(0.008)
	(0.008)
	(0.008)

	Primary school enrollment, %, WDI
	0.002***
	0.002***
	0.002***

	
	(0.000)
	(0.000)
	(0.000)

	Region 1, E Asia & Pacific
	0.156***
	0.166***
	0.169***

	
	(0.025)
	(0.026)
	(0.025)

	Region 2, Europe & C Asia
	0.043
	0.052*
	0.052*

	
	(0.028)
	(0.028)
	(0.028)

	Region 3, Latin America
	-0.124***
	-0.113***
	-0.114***

	
	(0.023)
	(0.023)
	(0.023)

	Region 4, Middle East & N Africa
	0.130***
	0.138***
	0.137***

	
	(0.024)
	(0.025)
	(0.024)

	Region 5, N America
	-0.068**
	-0.051*
	-0.058**

	
	(0.027)
	(0.028)
	(0.027)

	Region 6,  S Asia
	0.120***
	0.139***
	0.149***

	
	(0.032)
	(0.033)
	(0.033)

	Time trend
	-0.011***
	-0.011***
	-0.011***

	
	(0.003)
	(0.003)
	(0.003)

	Time trend squared
	0.000***
	0.000***
	0.000***

	
	(0.000)
	(0.000)
	(0.000)

	5-year MA of annual inflation / 100
	-0.006**
	-0.006**
	-0.006**

	
	(0.003)
	(0.003)
	(0.003)

	Instability Dummy
	
	-0.036***
	

	
	
	(0.013)
	

	Instability Weighted Index / 100
	
	
	-0.001***

	
	
	
	(0.000)

	Constant
	4.924***
	4.952***
	4.954***

	
	(0.089)
	(0.091)
	(0.090)

	
	
	
	

	Observations
	3,289
	3,286
	3,286

	R-squared
	0.963
	0.963
	0.963


This OLS regression shows the effects of the variables on the left on the log of Investment per Capita. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. Without including Gini, this specification shows a significant relationship between instability and investment, as shown by the 99 percent levels indicated by the stars next to the Instability variables. Sub-Saharan Africa is omitted.  
	*** p<0.01, ** p<0.05, * p<0.1
	
Table 2: OLS Effect on Log of Investment per GDP, GINI Included
	
	(1)
	(2)
	(3)

	VARIABLES
	OLS4
	OLS5
	OLS6

	
	
	
	

	GDP growth (annual %)
	0.008**
	0.008**
	0.008**

	
	(0.003)
	(0.003)
	(0.003)

	1-year lagged ln GDP per capita (2005 $)
	0.023***
	0.022***
	0.022***

	
	(0.007)
	(0.007)
	(0.007)

	Population growth (annual %)
	-0.009
	-0.008
	-0.008

	
	(0.009)
	(0.009)
	(0.009)

	Primary school enrollment, %, WDI
	0.003***
	0.003***
	0.003***

	
	(0.001)
	(0.001)
	(0.001)

	Region:  1, E Asia & Pacific
	0.238***
	0.244***
	0.246***

	
	(0.052)
	(0.052)
	(0.052)

	Region:  2, Europe & C Asia
	0.081
	0.088*
	0.089*

	
	(0.053)
	(0.053)
	(0.053)

	Region:  3, Latin America
	-0.114**
	-0.109**
	-0.108**

	
	(0.050)
	(0.051)
	(0.051)

	Region:  4, Middle East & N Africa
	0.039
	0.046
	0.047

	
	(0.062)
	(0.061)
	(0.061)

	Region:  5, N America
	0.038
	0.039
	0.042

	
	(0.051)
	(0.050)
	(0.051)

	Region:  6,  S Asia
	0.079
	0.099
	0.101

	
	(0.065)
	(0.067)
	(0.067)

	Time trend
	-0.015***
	-0.016***
	-0.016***

	
	(0.003)
	(0.003)
	(0.003)

	Time trend squared
	0.000***
	0.000***
	0.000***

	
	(0.000)
	(0.000)
	(0.000)

	5-year MA of annual inflation / 100
	-0.002
	-0.002
	-0.002

	
	(0.003)
	(0.003)
	(0.003)

	Instability Dummy
	-0.025*
	
	-0.008

	
	(0.015)
	
	(0.014)

	Gini (Inequality coefficient)
	0.001
	0.001
	0.001

	
	(0.001)
	(0.001)
	(0.001)

	Instability Weighted Index / 100	
	
	-0.001***
	-0.001**

	
	
	(0.001)
	(0.001)

	Constant
	2.690***
	2.701***
	2.698***

	
	(0.133)
	(0.132)
	(0.132)

	
	
	
	

	Observations
	1,554
	1,554
	1,554

	R-squared
	0.225
	0.229
	0.229


This OLS regression shows the effects of the variables on the left on the log of Investment per GDP. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini included, this specification shows a significant relationship between instability and investment, as the instability index is significant, although the dummy is not. Sub-Saharan Africa is omitted. 
*** p<0.01, ** p<0.05, * p<0.1
Table 3: OLS Effect on Log of Investment per Capita (2005 $), GINI Included
	
	(1)
	(2)
	(3)

	VARIABLES
	OLS4
	OLS5
	OLS6

	
	
	
	

	GDP growth (annual %)
	0.023***
	0.023***
	0.023***

	
	(0.004)
	(0.004)
	(0.004)

	1-year lagged ln GDP per capita (2005 $)
	0.992***
	0.991***
	0.990***

	
	(0.027)
	(0.027)
	(0.027)

	Population growth (annual %)
	0.008
	0.009
	0.009

	
	(0.012)
	(0.012)
	(0.012)

	Primary school enrollment, %, WDI
	0.000
	0.000
	0.000

	
	(0.001)
	(0.001)
	(0.001)

	Region 1, E Asia & Pacific
	0.185***
	0.186***
	0.188***

	
	(0.069)
	(0.069)
	(0.070)

	Region 2, Europe & C Asia
	0.018
	0.020
	0.021

	
	(0.071)
	(0.071)
	(0.071)

	Region 3, Latin America
	-0.128**
	-0.127**
	-0.126**

	
	(0.061)
	(0.061)
	(0.061)

	Region 4, Middle East & N Africa
	0.004
	0.004
	0.004

	
	(0.074)
	(0.074)
	(0.074)

	Region 5, N America
	-0.059
	-0.061
	-0.059

	
	(0.067)
	(0.065)
	(0.067)

	Region 6,  S Asia
	0.003
	0.012
	0.015

	
	(0.087)
	(0.089)
	(0.090)

	Time trend
	-0.012***
	-0.013***
	-0.013***

	
	(0.005)
	(0.005)
	(0.005)

	Time trend squared
	0.000***
	0.000***
	0.000***

	
	(0.000)
	(0.000)
	(0.000)

	5-year MA of annual inflation / 100
	-0.002
	-0.002
	-0.002

	
	(0.005)
	(0.005)
	(0.005)

	=1 if any form of political instability
	-0.016
	
	-0.009

	
	(0.016)
	
	(0.016)

	Gini (Inequality coefficient)
	-0.004
	-0.004
	-0.004

	
	(0.007)
	(0.007)
	(0.007)

	Gini-GDP Interaction
	0.000
	0.000
	0.000

	
	(0.001)
	(0.001)
	(0.001)

	Weighted index of conflict measures / 100
	
	-0.001
	-0.001

	
	
	(0.001)
	(0.001)

	Constant
	5.473***
	5.491***
	5.491***

	
	(0.303)
	(0.303)
	(0.304)

	
	
	
	

	Observations
	1,440
	1,440
	1,440

	R-squared
	0.972
	0.972
	0.972


This OLS regression shows the effects of the variables on the left on the log of Investment per Capita. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini included, this specification does not show any significant relationship between instability and investment, as neither the index nor the dummy are significant. Sub-Saharan Africa is omitted. *** p<0.01, ** p<0.05, * p<0.1

[bookmark: _Ref416211370]Table 4: State Fixed Effect Panel Regression on Log of Investment per Capita (2005 $), GINI and Interaction included
	
	(1)
	(2)
	(3)

	VARIABLES
	FE 4
	FE 5
	FE 6

	
	
	
	

	GDP growth (annual %)
	26.083***
	26.764***
	26.726***

	
	(8.888)
	(8.869)
	(8.951)

	1-year lagged ln GDP per capita (2005 $)
	2,059.524***
	2,074.117***
	2,074.259***

	
	(532.973)
	(538.602)
	(538.288)

	Population growth (annual %)
	970.282***
	968.200***
	968.180***

	
	(225.098)
	(224.787)
	(224.917)

	Primary school enrollment, %, WDI
	-7.365
	-7.271
	-7.284

	
	(6.352)
	(6.184)
	(6.202)

	Time trend
	75.724**
	77.345**
	77.349**

	
	(31.715)
	(31.504)
	(31.501)

	Time trend squared
	-0.104
	-0.125
	-0.125

	
	(0.433)
	(0.429)
	(0.429)

	5-year MA of annual inflation / 100
	46.342*
	46.250*
	46.220*

	
	(23.740)
	(23.777)
	(23.836)

	=1 if any form of political instability
	22.066
	
	-5.445

	
	(47.971)
	
	(46.799)

	Gini (Inequality coefficient)
	121.616***
	122.331***
	122.414***

	
	(37.343)
	(37.741)
	(37.672)

	Gini-GDP Interaction
	-15.268***
	-15.356***
	-15.367***

	
	(4.710)
	(4.753)
	(4.748)

	Weighted index of conflict measures / 100
	
		3.146	
	3.198

	
	
	(2.194)
	(2.192)

	Constant
	-17,321.215***
	-17,499.227***
	-17,496.288***

	
	(4,711.760)
	(4,748.257)
	(4,758.433)

	
	
	
	

	Observations
	1,440
	1,440
	1,440

	R-squared
	0.583
	0.584
	0.584

	Number of countries
	123
	123
	123

	State FE
	YES
	YES
	YES

	Year FE
	NO
	NO
	NO


This panel regression is the primary regression of this study and shows the effects of the variables on the left on the log of Investment per Capita while taking the constant state effects into account. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini included, this specification does not show any significant relationship between instability and investment, as neither the index nor the dummy are significant. 
	*** p<0.01, ** p<0.05, * p<0.1	



[bookmark: _Ref416210037]Table 5: State- and Year-Fixed Effects Panel Regression on Investment per Capita (2005 $, divided by 1000), GINI included
	
	(1)
	(2)
	(3)

	VARIABLES
	FE 4
	FE 5
	FE 6

	
	
	
	

	GDP growth (annual %)
	2.495
	3.141
	3.253

	
	(8.408)
	(8.345)
	(8.414)

	1-year lagged ln GDP per capita (2005 $)
	1,983.676***
	1,994.407***
	1,994.495***

	
	(529.969)
	(534.130)
	(534.848)

	Population growth (annual %)
	983.109***
	981.569***
	981.637***

	
	(218.610)
	(218.504)
	(218.575)

	Primary school enrollment, %, WDI
	-10.707*
	-10.671*
	-10.639*

	
	(6.338)
	(6.178)
	(6.199)

	Time trend
	-60.534*
	-60.985**
	-60.516*

	
	(32.209)
	(30.650)
	(30.674)

	Time trend squared
	1.366***
	1.365***
	1.358***

	
	(0.471)
	(0.452)
	(0.454)

	5-year MA of annual inflation / 100
	53.593**
	53.423**
	53.540**

	
	(25.678)
	(25.670)
	(25.766)

	=1 if any form of political instability
	40.725
	
	16.416

	
	(50.827)
	
	(49.102)

	Gini (Inequality coefficient)
	115.233***
	116.176***
	116.003***

	
	(35.308)
	(35.636)
	(35.575)

	Gini-GDP Interaction
	-14.938***
	-15.041***
	-15.019***

	
	(4.433)
	(4.470)
	(4.463)

	Weighted index of conflict measures / 100
	
	3.057
	2.901

	
	
	(2.119)
	(2.117)

	Constant
	-13,478.009***
	-13,573.530***
	-13,593.608***

	
	(4,603.872)
	(4,611.488)
	(4,639.271)

	
	
	
	

	Observations
	1,440
	1,440
	1,440

	R-squared
	0.627
	0.628
	0.628

	Number of countries
	123
	123
	123

	State FE
	YES
	YES
	YES

	Year FE
	YES
	YES
	YES


This panel regression is a close corollary to the primary regression (Table 4), with the difference being the inclusion of year dummies (which are not shown for brevity) of this study and shows the effects of the variables on the left on the log of Investment per Capita while taking state-fixed effects and time-fixed effects into account. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini included, this specification does not show any significant relationship between instability and investment, as neither the index nor the dummy are significant, which reinforces the results of Table 4. Year 2011 are omitted.
*** p<0.01, ** p<0.05, * p<0.1




[bookmark: _Ref416210127]Table 6: Effect on Instability Weighted Index
	
	(1)
	(2)
	(3)

	VARIABLES
	OLS 1
	OLS 2
	FE 1

	
	
	
	

	Gini (Inequality coefficient)
	
	-73.939***
	22.183

	
	
	(26.993)
	(43.418)

	Gini-GDP Interaction
	
	11.419***
	-3.607

	
	
	(3.237)
	(5.767)

	1-year lagged ln GDP per capita (2005 $)
	-167.652***
	-533.395***
	-381.590

	
	(13.455)
	(121.619)
	(397.593)

	Primary school enrollment, %, WDI
	3.557***
	-0.079
	-2.890

	
	(1.109)
	(6.232)
	(9.425)

	GDP growth (annual %)
	-31.338***
	-28.532***
	-25.013**

	
	(5.475)
	(10.472)
	(10.312)

	Constant
	1,871.148***
	4,632.638***
	4,756.738

	
	(138.412)
	(1,614.991)
	(3,943.302)

	
	
	
	

	Observations
	5,244
	1,770
	1,770

	R-squared
	0.030
	0.053
	0.018

	State FE
	NO
	NO
	YES

	Year FE
	NO
	NO
	NO

	Number of countries
	
	
	146


This table includes two OLS regressions and one panel regression that show the effect of the variables on the left on the Instability Weighted Index. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. The OLS specification reveals a significant correlation between inequality and instability, but the panel regression does not. This further emphasizes the point that including state-fixed effects into the regression makes the unrest link disappear.  
					*** p<0.01, ** p<0.05, * p<0.1		



Appendix


Table 7:
	
	N (Estimation Sample)
	N (Total)
	Mean
	S.D.
	Min
	First Quartile
	Median
	Third Quartile
	Max

	Gini
	1440
	2260
	36.8
	10.34
	17
	28.8
	34.3
	44
	78.6

	Instability Weighted Index
	1440
	8109
	633.92
	1529.21
	0
	0
	0
	500
	26187

	SPI
	1158
	7121
	1.74
	4.3
	0
	0
	0
	1.21
	51.3

	Instability dum
	1440
	8109
	0.45
	0.5
	0
	0
	0
	1
	1

	Ln Inv per Cap
	1440
	4556
	14.25
	1.52
	9.47
	13.08
	14.48
	15.61
	16.81

	Primary Ed
	1440
	7401
	102.11
	10.94
	36.78
	98.52
	101.72
	106.22
	147.51

	Ln GDP per Cap
	1440
	7138
	8.89
	1.48
	4.99
	7.85
	9.01
	10.24
	11.36






Table 8: Summary Statistics (Entire Dataset, not just primary Estimation Sample)
	
	N
	Mean
	S.D.
	Minimum
	First Quartile
	Median
	Third Quartile
	Maximum

	Gini
	2260
	38.54
	11.16
	15.5
	29.65
	36.7
	46.65
	78.6

	Instability Weighted Index
	8109
	864.36
	1937.06
	0
	0
	0
	937
	51625

	SPI
	7121
	2.72
	5.52
	0
	0
	0
	3.81
	79.34

	Instability Dum
	8109
	0.42
	0.49
	0.00
	0.00
	0.00
	1.00
	1.00

	Ln Inv per Cap
	4556
	13.42
	1.71
	6.59
	12.09
	13.39
	14.99
	16.81

	Primary Schooling
	5856
	96.36
	23.20
	2.83
	91.96
	101.18
	108.20
	211.91

	Ln of GDP per Capita
	7138
	7.90
	1.62
	3.91
	6.55
	7.79
	9.25
	11.98





Table 9: Summary Statistics by Region (Entire Dataset)	
	Gini
	N
	Mean
	Std. Dev.
	Min
	Max

	E. Asia & Pacific
	310
	38.54
	8.97
	16.10
	61.10

	Europe & C. Asia
	1027
	31.34
	7.49
	15.50
	61.30

	Lat Am & Carib
	496
	49.19
	6.83
	27.00
	68.30

	ME & N Africa
	76
	39.10
	8.04
	26.30
	59.00

	N America
	93
	36.78
	6.21
	27.80
	46.30

	S Asia
	73
	37.72
	8.39
	18.60
	63.30

	Sub-Sah Africa
	185
	50.93
	11.46
	28.90
	78.60

	
	
	
	
	
	

	Political Instability Index
	N
	Mean
	Std. Dev.
	Min
	Max

	E. Asia & Pacific
	1214
	854.26
	2242.63
	0.00
	51625.00

	Europe & C. Asia
	1874
	550.24
	1392.31
	0.00
	20000.00

	Lat Am & Carib
	1505
	1066.48
	2189.31
	0.00
	27312.00

	ME & N Africa
	907
	871.63
	2104.99
	0.00
	26125.00

	N America
	104
	1435.03
	3605.05
	0.00
	21000.00

	S Asia
	385
	1882.01
	2738.89
	0.00
	26187.00

	Sub-Saharan Africa
	2120
	788.42
	1466.57
	0.00
	15125.00

	
	
	
	
	
	

	SPI Index
	N
	Mean
	Std. Dev.
	Min
	Max

	E. Asia & Pacific
	1071
	2.47
	5.68
	0.00
	69.61

	Europe & C. Asia
	1585
	1.29
	3.93
	0.00
	73.42

	Lat Am & Carib
	1340
	3.16
	6.24
	0.00
	79.34

	ME & N Africa
	802
	2.62
	5.06
	0.00
	40.58

	N America
	94
	2.93
	10.13
	0.00
	67.94

	S Asia
	345
	5.45
	7.29
	0.00
	45.45

	Sub-Sah Africa
	1884
	3.26
	5.18
	0.00
	47.48

	
	
	
	
	
	

	Log of Inv per Capita
	N
	Mean
	Std. Dev.
	Min
	Max

	E. Asia & Pacific
	555
	13.72
	1.60
	10.26
	16.26

	Europe & C. Asia
	1356
	14.77
	1.32
	9.88
	16.81

	Lat Am & Carib
	876
	13.24
	0.80
	10.14
	15.92

	ME & N Africa
	385
	13.43
	1.05
	10.94
	16.31

	N America
	104
	15.45
	0.39
	14.57
	16.16

	S Asia
	213
	11.50
	0.81
	10.12
	14.13

	Sub-Sah Africa
	1067
	11.86
	1.40
	6.59
	16.11





	Year
	N
	Mean
	Std. Dev.
	Min
	Max

	
	
	
	
	
	

	Gini

	1960s
	204
	41.90343
	11.79484
	15.9
	68

	1970s
	286
	40.25618
	11.85806
	17.5
	70

	1980s
	322
	36.92253
	11.39697
	15.5
	76

	1990s
	625
	39.29704
	11.96635
	17
	78.6

	2000s
	823
	37.16808
	9.624884
	22
	67.4

	
	
	
	
	
	

	Political Instability Index

	1960s
	1018
	1162.599
	2385.543
	0
	27312

	1970s
	1365
	1137.752
	2664.541
	0
	51625

	1980s
	1603
	840.6737
	1668.732
	0
	14187

	1990s
	1835
	875.5106
	1699.461
	0
	21250

	2000s
	2288
	576.2133
	1450.197
	0
	18562

	
	
	
	
	
	

	SPI
	
	
	
	

	1960s
	1018
	2.952338
	6.206309
	0
	67.94

	1970s
	1365
	3.088322
	5.52919
	0
	40.58

	1980s
	1598
	2.860169
	5.264463
	0
	40.85

	1990s
	1823
	2.851141
	5.995583
	0
	79.34

	2000s
	1317
	1.781025
	4.327026
	0
	51.3

	
	
	
	
	
	

	Ln Inv per Capita

	1960s
	355
	13.15199
	1.657311
	9.013645
	15.74816

	1970s
	597
	13.58626
	1.634177
	9.127581
	16.13887

	1980s
	831
	13.30121
	1.678785
	9.543386
	16.29709

	1990s
	1148
	13.32231
	1.733579
	6.588084
	16.54657

	2000s
	1625
	13.53783
	1.73951
	8.822462
	16.81218


Table 10: Summary Statistics by Region (Entire Dataset)	

Table 11: Countries and Number of Gini measurements	
	Afghanistan   
	1
	Germany
	22
	Panama
	24

	Albania
	5
	Ghana
	4
	Papua New Guinea
	1

	Algeria
	2
	Greece
	34
	Paraguay
	17

	Angola
	2
	Guinea
	3
	Peru
	23

	Argentina
	43
	Guinea-Bissau
	2
	Philippines
	13

	Armenia
	20
	Guyana
	3
	Poland
	41

	Australia
	47
	Haiti
	1
	Portugal
	19

	Austria
	25
	Honduras
	23
	Qatar
	1

	Azerbaijan
	10
	Hungary
	39
	Romania
	23

	Bahamas
	12
	Iceland
	8
	Russia
	20

	Bangladesh
	14
	India
	11
	Rwanda
	2

	Barbados
	9
	Indonesia
	7
	Saint Lucia
	1

	Belarus
	17
	Iran
	8
	Sao Tome and Principe
	1

	Belgium
	27
	Iraq
	3
	Senegal
	6

	Belize
	7
	Ireland
	19
	Seychelles
	2

	Benin
	1
	Israel
	19
	Sierra Leone
	3

	Bhutan
	2
	Italy
	38
	Singapore
	35

	Bolivia
	19
	Jamaica
	15
	Slovak Republic
	17

	Bosnia and Herzegovina
	4
	Japan
	37
	Slovenia
	21

	Botswana
	5
	Jordan
	11
	Somalia
	1

	Brazil
	33
	Kazakhstan
	11
	South Africa
	16

	Bulgaria
	49
	Kenya
	12
	South Korea
	28

	Burkina Faso
	3
	Kyrgyz Republic
	18
	Spain
	23

	Burundi
	3
	Laos
	4
	Sri Lanka
	13

	Cambodia
	5
	Latvia
	21
	Sudan
	4

	Cameroon
	2
	Lebanon
	2
	Suriname
	1

	Canada
	41
	Lesotho
	4
	Swaziland
	5

	Cape Verde
	1
	Liberia
	2
	Sweden
	52

	Central African Republic
	3
	Lithuania
	20
	Switzerland
	14

	Chad
	1
	Luxembourg
	20
	Tajikistan
	5

	Chile
	36
	Macedonia
	19
	Tanzania
	8

	China
	40
	Madagascar
	2
	Thailand
	22

	Colombia
	38
	Malawi
	6
	Timor
	1

	Comoros
	1
	Malaysia
	14
	Togo
	1

	Congo
	1
	Maldives
	2
	Trinidad and Tobago
	6

	Costa Rica
	32
	Mali
	4
	Tunisia
	9

	Cote d'Ivoire
	4
	Malta
	8
	Turkey
	17

	Croatia
	17
	Mauritania
	8
	Turkmenistan
	4

	Cuba
	3
	Mauritius
	7
	Uganda
	5

	Cyprus
	10
	Mexico
	19
	Ukraine
	18

	Czech Republic
	19
	Micronesia
	2
	United Kingdom
	52

	Democratic Republic of Congo
	1
	Moldova
	19
	United States
	52

	Denmark
	41
	Mongolia
	5
	Uruguay
	29

	Dominican Republic
	21
	Montenegro
	3
	Uzbekistan
	6

	Ecuador
	17
	Morocco
	8
	Venezuela
	36

	Egypt
	3
	Mozambique
	2
	Vietnam
	5

	El Salvador
	24
	Namibia
	2
	Yemen
	2

	Estonia
	19
	Nepal
	7
	Yugoslavia
	4

	Ethiopia
	5
	Netherlands
	32
	Zambia
	10

	Fiji
	5
	New Zealand
	39
	Zimbabwe
	3

	Finland
	33
	Nicaragua
	4
	
	

	France
	27
	Niger
	4
	Total
	2,260

	Gabon
	6
	Nigeria
	12
	
	

	Gambia
	5
	Norway
	34
	
	

	Georgia	
	11
	Pakistan
	23
	
	



[bookmark: _Ref416181745][bookmark: _Ref416181728]Table 12: OLS Effect on Total Investment (2005 USD, divided by 100 million), Gini Excluded
	
	
	
	

	VARIABLES
	OLS1
	OLS2
	OLS3

	
	
	
	

	GDP growth (annual %)
	-2.894
	5.458
	1.119

	
	(4.448)
	(4.596)
	(4.659)

	1-year lagged ln GDP per capita (2005 $)
	356.437***
	408.622***
	378.397***

	
	(27.304)
	(28.299)
	(27.826)

	Population growth (annual %)
	-124.465***
	-123.335***
	-133.050***

	
	(27.196)
	(27.200)
	(27.612)

	Primary school enrollment, %, WDI
	-3.679***
	-5.260***
	-4.199***

	
	(1.257)
	(1.288)
	(1.264)

	Region:  1, E Asia & Pacific
	983.216***
	749.752***
	887.779***

	
	(114.530)
	(109.043)
	(115.133)

	Region:  2, Europe & C Asia
	-494.351***
	-677.545***
	-559.674***

	
	(109.311)
	(113.665)
	(111.832)

	Region:  3, Latin America
	-317.833***
	-564.549***
	-395.365***

	
	(50.642)
	(60.816)
	(54.829)

	Region:  4, Middle East & N Africa
	-319.357***
	-470.058***
	-366.130***

	
	(48.786)
	(58.132)
	(51.842)

	Region:  5, N America
	8,448.508***
	8,090.518***
	8,382.151***

	
	(1,140.155)
	(1,117.234)
	(1,134.165)

	Region:  6,  S Asia
	439.862***
	28.600
	233.947**

	
	(72.652)
	(85.266)
	(93.880)

	Time trend
	10.506
	12.340
	12.795

	
	(18.400)
	(18.123)
	(18.178)

	Time trend squared
	0.088
	0.123
	0.078

	
	(0.282)
	(0.278)
	(0.280)

	5-year MA of annual inflation / 100
	8.790***
	3.577
	8.034***

	
	(2.535)
	(2.932)
	(2.719)

	Instability Dummy
	
	772.644***
	

	
	
	(79.629)
	

	Instability Weighted Index / 100
	
	
	8.984***

	
	
	
	(2.457)

	Constant
	-2,210.547***
	-2,803.990***
	-2,420.148***

	
	(335.243)
	(340.948)
	(330.875)

	
	
	
	

	Observations
	3,289
	3,286
	3,286

	R-squared
	0.387
	0.408
	0.391


This OLS regression shows the effects of the variables on the left on Total Investment per Capita. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. Like earlier specifications that do not control for population, with Gini not included, this specification show a significant relationship between instability and investment, as both the index and the dummy are significant. Sub-Saharan Africa is omitted. 
*** p<0.01, ** p<0.05, * p<0.1


[bookmark: _Ref416181795]Table 13: OLS Effect on Log of Investment per GDP
	
	(1)
	(2)
	(3)

	VARIABLES
	OLS1
	OLS2
	OLS3

	
	
	
	

	GDP growth (annual %)
	0.014***
	0.014***
	0.013***

	
	(0.002)
	(0.002)
	(0.002)

	1-year lagged ln GDP per capita (2005 $)
	0.055***
	0.051***
	0.051***

	
	(0.005)
	(0.005)
	(0.005)

	Population growth (annual %)
	-0.018***
	-0.017***
	-0.016***

	
	(0.006)
	(0.006)
	(0.006)

	Primary school enrollment, %, WDI
	0.004***
	0.004***
	0.004***

	
	(0.000)
	(0.000)
	(0.000)

	Region 1, E Asia & Pacific
	0.100***
	0.116***
	0.116***

	
	(0.021)
	(0.022)
	(0.022)

	Region 2, Europe & C Asia
	-0.036
	-0.017
	-0.021

	
	(0.024)
	(0.024)
	(0.024)

	Region 3, Latin America
	-0.077***
	-0.060***
	-0.062***

	
	(0.020)
	(0.021)
	(0.021)

	Region 4, Middle East & N Africa
	0.069***
	0.081***
	0.080***

	
	(0.023)
	(0.023)
	(0.023)

	Region 5, N America
	-0.096***
	-0.063**
	-0.081***

	
	(0.025)
	(0.026)
	(0.025)

	Region 6,  S Asia
	0.159***
	0.185***
	0.191***

	
	(0.029)
	(0.030)
	(0.031)

	Time trend
	-0.007**
	-0.007**
	-0.007**

	
	(0.003)
	(0.003)
	(0.003)

	Time trend squared
	0.000**
	0.000**
	0.000**

	
	(0.000)
	(0.000)
	(0.000)

	5-year MA of annual inflation / 100
	-0.010**
	-0.009**
	-0.009**

	
	(0.004)
	(0.004)
	(0.004)

	Instability Dummy
	
	-0.063***
	

	
	
	(0.011)
	

	Instability Weighted Index / 100
	
	
	-0.002***

	
	
	
	(0.000)

	Constant
	2.352***
	2.400***
	2.394***

	
	(0.074)
	(0.073)
	(0.073)

	
	
	
	

	Observations
	4,170
	4,164
	4,164

	R-squared
	0.189
	0.196
	0.196


This OLS regression is the twin to Table 2, with the difference being that Gini is not included. It shows the effects of the variables on the left on Total Investment per Capita. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. Like earlier specifications that do not control for population, with Gini not included, this specification show a significant relationship between instability and investment, as both the index and the dummy are significant. Sub-Saharan Africa is omitted. 
*** p<0.01, ** p<0.05, * p<0.1



[bookmark: _Ref416181836]Table 14: Panel Effect on Log of INV per Cap (2005 $)
	
	(1)
	(2)
	(3)

	VARIABLES
	LN FE 1
	LN FE 2
	LN FE 3

	
	
	
	

	GDP growth (annual %)
	0.021***
	0.021***
	0.021***

	
	(0.003)
	(0.003)
	(0.003)

	1-year lagged ln GDP per capita (2005 $)
	1.140***
	1.140***
	1.139***

	
	(0.066)
	(0.065)
	(0.066)

	Population growth (annual %)
	0.032*
	0.031*
	0.032*

	
	(0.017)
	(0.017)
	(0.017)

	Primary school enrollment, %, WDI
	0.005***
	0.005***
	0.005***

	
	(0.002)
	(0.002)
	(0.002)

	Time trend
	-0.013**
	-0.013**
	-0.013**

	
	(0.006)
	(0.006)
	(0.006)

	Time trend squared
	0.000*
	0.000*
	0.000*

	
	(0.000)
	(0.000)
	(0.000)

	5-year MA of annual inflation / 100
	-0.004
	-0.004
	-0.004

	
	(0.003)
	(0.003)
	(0.003)

	Instability Dummy
	
	-0.006
	

	
	
	(0.013)
	

	Instability Weighted Index / 100
	
	
	-0.000

	
	
	
	(0.000)

	Constant
	3.803***
	3.810***
	3.817***

	
	(0.547)
	(0.544)
	(0.548)

	
	
	
	

	Observations
	3,289
	3,286
	3,286

	R-squared
	0.657
	0.657
	0.657

	Number of countries
	154
	154
	154

	State FE
	YES
	YES
	YES

	Year FE
	NO
	NO
	NO


This panel regression is the twin to Table 4, the primary regression of this study, with the difference being the exclusion of Gini (and the Gini-GDP interaction term). It shows the effects of the variables on the left on the log of Investment per Capita while taking the constant state effects into account. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini excluded, this specification does not show any significant relationship between instability and investment, as neither the index nor the dummy are significant. 
	*** p<0.01, ** p<0.05, * p<0.1			



[bookmark: _Ref416211343]Table 15: Year-Fixed Effects Panel Regression on Investment per Capita (2005 $, divided by 1000), GINI included
	
	(1)
	(2)
	(3)

	VARIABLES
	XE 4
	XE 5
	XE 6

	
	
	
	

	GDP growth (annual %)
	7.494
	8.155
	8.229

	
	(7.936)
	(7.913)
	(7.951)

	1-year lagged ln GDP per capita (2005 $)
	2,503.069***
	2,511.843***
	2,509.535***

	
	(270.354)
	(272.651)
	(272.992)

	Population growth (annual %)
	877.986***
	876.749***
	877.541***

	
	(193.819)
	(193.764)
	(194.038)

	Primary school enrollment, %, WDI
	-11.857**
	-11.830**
	-11.802**

	
	(5.724)
	(5.583)
	(5.595)

	Time trend
	-13.870
	25.901
	30.340

	
	(254.210)
	(259.482)
	(260.200)

	Time trend squared
	0.503
	-0.136
	-0.205

	
	(4.082)
	(4.165)
	(4.176)

	5-year MA of annual inflation / 100
	55.751**
	55.567**
	55.667**

	
	(26.613)
	(26.597)
	(26.684)

	=1 if any form of political instability
	41.858
	
	15.392

	
	(50.195)
	
	(48.343)

	Gini (Inequality coefficient)
	131.695***
	132.764***
	132.403***

	
	(38.115)
	(38.379)
	(38.330)

	Gini-GDP Interaction
	-18.340***
	-18.453***
	-18.398***

	
	(4.764)
	(4.789)
	(4.782)

	Weighted index of conflict measures / 100
	
	3.214
	3.063

	
	
	(2.124)
	(2.117)

	Constant
	-17,949.275***
	-18,396.306***
	-18,435.712***

	
	(3,333.143)
	(3,346.463)
	(3,390.029)

	
	
	
	

	Observations
	1,440
	1,440
	1,440

	Number of iso3n
	123
	123
	123

	State FE
	NO
	NO
	NO

	Year FE	
	YES
	YES
	YES


This panel regression is another corollary to Table 4, the primary regression of this study, with the difference being the exclusion of Gini (and the Gini-GDP interaction term). It shows the effects of the variables on the left on the log of Investment per Capita while taking the constant state effects into account. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini included, this specification does not show any significant relationship between instability and investment, as neither the index nor the dummy are significant. Like Table 4, however, it does show a relationship between Gini and investment directly
	*** p<0.01, ** p<0.05, * p<0.1


[bookmark: _Ref416211598]Table 16: Year- and Region-Fixed Effects Panel Regression on Log of Investment per Capita (2005 $, divided by 1000), GINI included
	
	(1)
	(2)
	(3)

	VARIABLES
	XE 4
	XE 5
	XE 6

	
	
	
	

	GDP growth (annual %)
	0.021***
	0.021***
	0.021***

	
	(0.005)
	(0.005)
	(0.005)

	1-year lagged ln GDP per capita (2005 $)
	1.009***
	1.009***
	1.009***

	
	(0.047)
	(0.047)
	(0.047)

	Population growth (annual %)
	0.049***
	0.049***
	0.049***

	
	(0.019)
	(0.018)
	(0.018)

	Primary school enrollment, %, WDI
	0.001
	0.001
	0.001

	
	(0.002)
	(0.002)
	(0.002)

	Time trend
	0.018
	0.017
	0.014

	
	(0.052)
	(0.054)
	(0.054)

	Time trend squared
	-0.000
	-0.000
	-0.000

	
	(0.001)
	(0.001)
	(0.001)

	5-year MA of annual inflation / 100
	0.001
	0.001
	0.001

	
	(0.004)
	(0.004)
	(0.004)

	=1 if any form of political instability
	-0.012
	
	-0.009

	
	(0.015)
	
	(0.014)

	Gini (Inequality coefficient)
	-0.014
	-0.015
	-0.014

	
	(0.010)
	(0.010)
	(0.010)

	Gini-GDP Interaction
	0.002*
	0.002*
	0.002*

	
	(0.001)
	(0.001)
	(0.001)

	Weighted index of conflict measures / 100
	
	-0.000
	-0.000

	
	
	(0.001)
	(0.001)

	Constant
	4.675***
	4.681***
	4.711***

	
	(0.664)
	(0.672)
	(0.681)

	
	
	
	

	Observations
	1,440
	1,440
	1,440

	Number of countries
	123
	123
	123

	Region FE
	YES
	YES
	YES

	Year FE
	YES
	YES
	YES


This panel regression is a close corollary to the primary regression (Table 4), with the difference being the inclusion of year dummies and the replacement of state fixed effects with region fixed effects (neither of which are shown for brevity). It shows the effects of the variables on the left on the log of Investment per Capita while taking region-fixed effects and time-fixed effects into account. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini included, this specification does not show any significant relationship between instability and investment, as neither the index nor the dummy are significant, which reinforces the results of Table 4, and although the interaction term is significant, Gini is not. Year 2011 and Region East Asia and Pacific are omitted.
*** p<0.01, ** p<0.05, * p<0.1



Table 17: State- and Year-Fixed Effects Panel Regression on Investment per Capita (2005 $, divided by 1000), GINI excluded
	
	(1)
	(2)
	(3)

	VARIABLES
	FE 1
	FE 2
	FE 3

	
	
	
	

	GDP growth (annual %)
	10.086*
	10.610*
	10.470*

	
	(5.467)
	(5.428)
	(5.483)

	1-year lagged ln GDP per capita (2005 $)
	1,651.383***
	1,657.503***
	1,654.319***

	
	(349.863)
	(349.209)
	(350.530)

	Population growth (annual %)
	458.980***
	458.383***
	458.016***

	
	(162.719)
	(162.301)
	(162.426)

	Primary school enrollment, %, WDI
	-20.709***
	-20.658***
	-20.672***

	
	(4.209)
	(4.202)
	(4.198)

	Time trend
	-7.003
	-4.827
	-4.626

	
	(33.241)
	(33.605)
	(33.705)

	Time trend squared
	0.496
	0.466
	0.465

	
	(0.426)
	(0.429)
	(0.430)

	5-year MA of annual inflation / 100
	21.544
	21.695
	21.609

	
	(14.230)
	(14.253)
	(14.231)

	=1 if any form of political instability
	-13.580
	
	-27.212

	
	(36.101)
	
	(34.817)

	Weighted index of conflict measures / 100
	
	0.905
	1.148

	
	
	(1.239)
	(1.229)

	Constant
	-10,315.253***
	-10,422.531***
	-10,387.974***

	
	(3,109.459)
	(3,109.468)
	(3,123.286)

	
	
	
	

	Observations
	3,286
	3,286
	3,286

	R-squared
	0.479
	0.480
	0.480

	Number of countries
	154
	154
	154

	State FE
	YES
	YES
	YES

	Year FE
	YES
	YES
	YES


This panel regression is a close corollary to the primary regression (Table 5), with the difference being the inclusion of year dummies (which are not shown for brevity). It shows the effects of the variables on the left on the log of Investment per Capita while taking state-fixed effects and time-fixed effects into account. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini excluded, this specification does not show any significant relationship between instability and investment, as neither the index nor the dummy are significant, which reinforces the results of Table 4. Year 2011 is omitted.
	*** p<0.01, ** p<0.05, * p<0.1	



[bookmark: _Ref416211889]Table 18: Region-Fixed Effects Panel Regression on Log of Investment per Capita (2005 $, divided by 1000), GINI included
	
	(1)
	(2)
	(3)

	VARIABLES
	RFE 4
	RFE 5
	RFE 6

	
	
	
	

	GDP growth (annual %)
	0.021***
	0.021***
	0.021***

	
	(0.005)
	(0.005)
	(0.005)

	1-year lagged ln GDP per capita (2005 $)
	1.014***
	1.012***
	1.013***

	
	(0.049)
	(0.049)
	(0.049)

	Population growth (annual %)
	0.052***
	0.053***
	0.053***

	
	(0.019)
	(0.019)
	(0.019)

	Primary school enrollment, %, WDI
	0.002
	0.002
	0.002

	
	(0.002)
	(0.002)
	(0.002)

	Time trend
	-0.010
	-0.010
	-0.010

	
	(0.007)
	(0.007)
	(0.007)

	Time trend squared
	0.000**
	0.000**
	0.000**

	
	(0.000)
	(0.000)
	(0.000)

	5-year MA of annual inflation / 100
	-0.000
	-0.000
	-0.000

	
	(0.004)
	(0.004)
	(0.004)

	=1 if any form of political instability
	-0.016
	
	-0.011

	
	(0.015)
	
	(0.014)

	Gini (Inequality coefficient)
	-0.017*
	-0.017*
	-0.017*

	
	(0.010)
	(0.010)
	(0.010)

	Gini-GDP Interaction
	0.002**
	0.002**
	0.002**

	
	(0.001)
	(0.001)
	(0.001)

	Weighted index of conflict measures / 100
	
	-0.001
	-0.000

	
	
	(0.001)
	(0.001)

	Constant
	5.278***
	5.293***
	5.294***

	
	(0.422)
	(0.423)
	(0.424)

	
	
	
	

	Observations
	1,440
	1,440
	1,440

	Number of countries
	123
	123
	123

	Region FE
	YES
	YES
	YES

	Year FE
	NO
	NO
	NO


This panel regression is a close corollary to the primary regression (Table 4), with the difference being the replacement of state fixed effects with region fixed effects (neither of which are shown for brevity). It shows the effects of the variables on the left on the log of Investment per Capita while taking region-fixed effects into account. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini included, this specification does not show any significant relationship between instability and investment, as neither the index nor the dummy are significant, which reinforces the results of Table 4, and although the interaction term is significant, Gini is not. Region East Asia and Pacific is omitted.
*** p<0.01, ** p<0.05, * p<0.1


	
[bookmark: _Ref416209672]Table 19: State Fixed Effect Panel Regression on Log of Investment per Capita (2005 $), GINI Included, Interaction Excluded
	
	(1)
	(2)
	(3)

	VARIABLES
	LN FE 4
	LN FE 5
	LN FE 6

	
	
	
	

	GDP growth (annual %)
	0.021***
	0.023***
	0.023***

	
	(0.003)
	(0.004)
	(0.004)

	1-year lagged ln GDP per capita (2005 $)
	1.139***
	1.305***
	1.304***

	
	(0.065)
	(0.090)
	(0.090)

	Population growth (annual %)
	0.032*
	0.048**
	0.048**

	
	(0.017)
	(0.022)
	(0.021)

	Primary school enrollment, %, WDI
	0.005***
	0.004
	0.004

	
	(0.002)
	(0.002)
	(0.002)

	Time trend
	-0.013**
	-0.014**
	-0.014**

	
	(0.006)
	(0.007)
	(0.007)

	Time trend squared
	0.000*
	0.000*
	0.000*

	
	(0.000)
	(0.000)
	(0.000)

	5-year MA of annual inflation / 100
	-0.004
	0.001
	0.001

	
	(0.003)
	(0.004)
	(0.004)

	Instability Dummy	
	-0.002
	-0.013
	

	
	(0.012)
	(0.015)
	

	Instability Weighted Index / 100
	-0.000
	
	-0.000

	
	(0.000)
	
	(0.001)

	Gini (Inequality coefficient)
	
	-0.001
	-0.001

	
	
	(0.003)
	(0.003)

	Constant
	3.820***
	2.513***
	2.517***

	
	(0.546)
	(0.745)
	(0.748)

	
	
	
	

	Observations
	3,286
	1,440
	1,440

	R-squared
	0.657
	0.756
	0.756

	Number of countries
	154
	123
	123

	State FE
	YES
	YES
	YES

	Year FE
	NO
	NO
	NO


This panel regression is the similar to the primary regression, table 4, with the difference being the exclusion of the interaction term between Gini and GDP. It shows the effects of the variables on the left on the log of Investment per Capita while taking the constant state effects into account. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini included, this specification does not show any significant relationship between instability and investment, as neither the index nor the dummy are significant. Sub-Saharan Africa is omitted. 
	*** p<0.01, ** p<0.05, * p<0.1	



[bookmark: _Ref416181914]Table 20: Panel Effect on 1 Year Change in INV per Cap (2005 $), Gini Excluded
	
	(1)
	(2)
	(3)

	VARIABLES
	Ch FE 1
	Ch FE 2
	Ch FE 3

	
	
	
	

	GDP growth (annual %)
	26,863.093***
	26,699.307***
	27,101.483***

	
	(4,393.526)
	(4,368.612)
	(4,424.502)

	1-year lagged ln GDP per capita (2005 $)
	81,873.240***
	78,538.300***
	83,837.350***

	
	(23,041.368)
	(22,770.317)
	(23,081.531)

	Population growth (annual %)
	-5,618.991
	-5,806.636
	-5,961.472

	
	(8,256.468)
	(8,254.738)
	(8,225.358)

	Primary school enrollment, %, WDI
	-623.404
	-658.055
	-616.605

	
	(534.688)
	(541.431)
	(532.140)

	Time trend
	11,751.641***
	11,865.510***
	11,843.223***

	
	(3,246.823)
	(3,254.961)
	(3,259.624)

	Time trend squared
	-197.140***
	-199.207***
	-198.088***

	
	(53.754)
	(53.996)
	(53.964)

	5-year MA of annual inflation / 100
	3,707.776**
	3,667.187**
	3,741.609**

	
	(1,555.642)
	(1,556.056)
	(1,565.889)

	Instability Dummy
	
	-22,985.249
	

	
	
	(18,919.583)
	

	Instability Weighted Index / 100
	
	
	387.233*

	
	
	
	(204.799)

	Constant
	-803,350.391***
	-762,525.675***
	-825,579.726***

	
	(194,819.618)
	(187,506.960)
	(196,892.048)

	
	
	
	

	Observations
	3,241
	3,238
	3,238

	R-squared
	0.092
	0.093
	0.093

	Number of countries
	132
	132
	132

	State FE
	YES
	YES
	YES

	Year FE
	NO
	NO
	NO


This panel regression is a further robustness check and shows the effects of the variables on the left on the log of Investment per Capita while taking the constant state effects into account. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini excluded, this specification shows a slightly significant relationship between instability and investment, as the index is significant, but only at 10 percent, while the dummy is not significant. Sub-Saharan Africa is omitted. 
*** p<0.01, ** p<0.05, * p<0.1

[bookmark: _Ref416181946]Table 21: Panel Effect on 1 Year Change in INV per Cap (2005 $) Gini Included
	
	(1)
	(2)
	(3)

	VARIABLES
	Ch FE 4
	Ch FE 5
	Ch FE 6

	
	
	
	

	GDP growth (annual %)
	42.589***
	43.254***
	42.850***

	
	(7.851)
	(7.996)
	(7.895)

	1-year lagged ln GDP per capita (2005 $)
	150.777***
	157.199***
	154.804***

	
	(37.527)
	(36.437)
	(37.374)

	Population growth (annual %)
	1.725
	0.970
	1.130

	
	(22.585)
	(22.446)
	(22.524)

	Primary school enrollment, %, WDI
	-2.218
	-2.046
	-2.201

	
	(1.641)
	(1.605)
	(1.635)

	Time trend
	20.948***
	21.456***
	21.624***

	
	(6.399)
	(6.486)
	(6.453)

	Time trend squared
	-0.373***
	-0.378***
	-0.382***

	
	(0.104)
	(0.105)
	(0.105)

	5-year MA of annual inflation / 100
	7.659**
	7.919**
	7.626**

	
	(3.279)
	(3.274)
	(3.289)

	Instability Dummy
	-44.503
	
	-54.517*

	
	(30.883)
	
	(31.175)

	Gini (Inequality coefficient)
	-5.628**
	-5.599**
	-5.620**

	
	(2.341)
	(2.330)
	(2.343)

	Instability Weighted Index / 100
	
	0.648
	1.174**

	
	
	(0.612)
	(0.573)

	Constant
	-1,189.065***
	-1,303.180***
	-1,242.535***

	
	(414.131)
	(408.053)
	(412.516)

	
	
	
	

	Observations
	1,430
	1,430
	1,430

	R-squared
	0.166
	0.164
	0.167

	Number of countries
	119
	119
	119

	State FE
	YES
	YES
	YES

	Year FE
	NO
	NO
	NO


This panel regression is a further robustness check and shows the effects of the variables on the left on the 1 year change in Investment per Capita while taking the constant state effects into account. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini included, this specification shows a significant relationship between instability and investment when both the dummy and the index are included, but shows no significance when only one of them is included, which does not highlight the robustness of the first result. However, this specification does speak to the importance of Gini in determining investment, as it is significant in all specifications at the 5 percent level. Sub-Saharan Africa is omitted. 
*** p<0.01, ** p<0.05, * p<0.1


	Table 22: Lagged Panel Effect on 1 Year Log of INV per Cap (2005 $), FE, GINI Excluded	
	
	(1)
	(2)
	(3)

	VARIABLES
	LN FE 1
	LN FE 2
	LN FE 3

	
	
	
	

	GDP growth (annual %)
	0.025***
	0.025***
	0.025***

	
	(0.003)
	(0.003)
	(0.003)

	1-year lagged ln GDP per capita (2005 $)
	1.023***
	1.020***
	1.020***

	
	(0.073)
	(0.073)
	(0.073)

	Population growth (annual %)
	0.025
	0.025
	0.025

	
	(0.018)
	(0.018)
	(0.018)

	Primary school enrollment, %, WDI
	0.004***
	0.004***
	0.004**

	
	(0.002)
	(0.002)
	(0.002)

	Time trend
	-0.015**
	-0.015**
	-0.015**

	
	(0.006)
	(0.006)
	(0.006)

	Time trend squared
	0.000**
	0.000**
	0.000**

	
	(0.000)
	(0.000)
	(0.000)

	5-year MA of annual inflation / 100
	-0.006***
	-0.006***
	-0.006***

	
	(0.002)
	(0.002)
	(0.002)

	Instability Dummy
	
	-0.016
	

	
	
	(0.012)
	

	Instability Weighted Index / 100
	
	
	-0.001

	
	
	
	(0.000)

	Constant
	4.853***
	4.880***
	4.883***

	
	(0.612)
	(0.611)
	(0.613)

	
	
	
	

	Observations
	3,197
	3,194
	3,194

	R-squared
	0.629
	0.630
	0.630

	Number of countries
	150
	150
	150

	State FE
	YES
	YES
	YES

	Year FE
	NO
	NO
	NO


This panel regression is a further robustness check and shows the effects of the variables on the left on the 1 Year Lagged value of the log of Investment per Capita while taking the constant state effects into account. The lag means that the value in the next year is used rather than the current year. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini excluded, this specification shows no significant relationship between instability and investment, as neither the dummy nor the index are significant. Sub-Saharan Africa is omitted. 
	*** p<0.01, ** p<0.05, * p<0.1	
	


Table 23: Panel Effect on 1 Year Lag of Log of INV per Cap (2005 $), Gini Included
	
	(1)
	(2)
	(3)

	VARIABLES
	LN FE 4
	LN FE 5
	LN FE 6

	
	
	
	

	GDP growth (annual %)
	0.025***
	0.029***
	0.029***

	
	(0.003)
	(0.005)
	(0.005)

	1-year lagged ln GDP per capita (2005 $)
	1.019***
	1.178***
	1.177***

	
	(0.073)
	(0.094)
	(0.095)

	Population growth (annual %)
	0.025
	0.023
	0.024

	
	(0.018)
	(0.019)
	(0.018)

	Primary school enrollment, %, WDI
	0.004**
	0.002
	0.002

	
	(0.002)
	(0.002)
	(0.002)

	Time trend
	-0.015**
	-0.012*
	-0.012*

	
	(0.006)
	(0.006)
	(0.006)

	Time trend squared
	0.000**
	0.000*
	0.000*

	
	(0.000)
	(0.000)
	(0.000)

	5-year MA of annual inflation / 100
	-0.006***
	-0.005**
	-0.005**

	
	(0.002)
	(0.002)
	(0.002)

	Instability Dummy
	-0.010
	-0.013
	

	
	(0.011)
	(0.017)
	

	Instability Weighted Index / 100
	-0.001
	
	-0.001

	
	(0.000)
	
	(0.001)

	Gini (Inequality coefficient)
	
	-0.000
	-0.000

	
	
	(0.002)
	(0.002)

	Constant
	4.897***
	3.706***
	3.719***

	
	(0.612)
	(0.778)
	(0.786)

	
	
	
	

	Observations
	3,194
	1,407
	1,407

	R-squared
	0.630
	0.725
	0.725

	Number of countries
	150
	119
	119

	State FE
	YES
	YES
	YES

	Year FE
	NO
	NO
	NO


This panel regression is a further robustness check and shows the effects of the variables on the left on the 1 Year Lagged value of the log of Investment per Capita while taking the constant state effects into account. The lag means that the value in the next year is used rather than the current year. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini included, this specification shows no significant relationship between instability, or inequality, and investment, as neither the dummy nor the index are significant. Sub-Saharan Africa is omitted. 
*** p<0.01, ** p<0.05, * p<0.1

Table 24: 2 Year Lagged Panel Effect on of Log of INV per Cap (2005 $)
	
	(1)
	(2)
	(3)

	VARIABLES
	LN FE 1
	LN FE 2
	LN FE 3

	
	
	
	

	GDP growth (annual %)
	0.027***
	0.027***
	0.027***

	
	(0.002)
	(0.002)
	(0.002)

	1-year lagged ln GDP per capita (2005 $)
	0.860***
	0.856***
	0.857***

	
	(0.084)
	(0.083)
	(0.083)

	Population growth (annual %)
	0.033**
	0.033**
	0.033**

	
	(0.015)
	(0.015)
	(0.015)

	Primary school enrollment, %, WDI
	0.003**
	0.003**
	0.003**

	
	(0.001)
	(0.001)
	(0.001)

	Time trend
	-0.016**
	-0.016**
	-0.016**

	
	(0.006)
	(0.006)
	(0.006)

	Time trend squared
	0.000***
	0.000***
	0.000***

	
	(0.000)
	(0.000)
	(0.000)

	5-year MA of annual inflation / 100
	-0.007***
	-0.007***
	-0.007***

	
	(0.002)
	(0.002)
	(0.002)

	Instability Dummy
	
	-0.025*
	

	
	
	(0.015)
	

	Instability Weighted Index / 100
	
	
	-0.001

	
	
	
	(0.000)

	Constant
	6.226***
	6.276***
	6.261***

	
	(0.678)
	(0.674)
	(0.675)

	
	
	
	

	Observations
	3,107
	3,104
	3,104

	R-squared
	0.588
	0.589
	0.589

	Number of countries
	152
	152
	152

	State FE
	YES
	YES
	YES

	Year FE
	NO
	NO
	NO


This panel regression is a further robustness check and shows the effects of the variables on the left on the 2 Year Lagged value of the log of Investment per Capita while taking the constant state effects into account. The lag means that the value in two years is used rather than the current year. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini included, this specification shows no significant relationship between instability, or inequality, and investment, as neither the dummy nor the index are significant. Sub-Saharan Africa is omitted. 
*** p<0.01, ** p<0.05, * p<0.1

Table 25: Panel Effect on 2 Year Lag of Log of INV per Cap (2005 $)
	
	(1)
	(2)
	(3)

	VARIABLES
	LN FE 4
	LN FE 5
	LN FE 6

	
	
	
	

	GDP growth (annual %)
	0.027***
	0.031***
	0.031***

	
	(0.002)
	(0.003)
	(0.003)

	1-year lagged ln GDP per capita (2005 $)
	0.854***
	0.963***
	0.964***

	
	(0.083)
	(0.114)
	(0.114)

	Population growth (annual %)
	0.033**
	-0.007
	-0.008

	
	(0.015)
	(0.021)
	(0.021)

	Primary school enrollment, %, WDI
	0.003**
	0.001
	0.001

	
	(0.001)
	(0.003)
	(0.003)

	Time trend
	-0.016**
	-0.010
	-0.010

	
	(0.006)
	(0.007)
	(0.007)

	Time trend squared
	0.000***
	0.000*
	0.000*

	
	(0.000)
	(0.000)
	(0.000)

	5-year MA of annual inflation / 100
	-0.007***
	-0.007***
	-0.007***

	
	(0.002)
	(0.002)
	(0.002)

	Instability Dummy
	-0.019
	-0.006
	

	
	(0.013)
	(0.020)
	

	Instability Weighted Index / 100
	-0.001
	
	0.000

	
	(0.000)
	
	(0.001)

	Gini (Inequality coefficient)
	
	-0.002
	-0.002

	
	
	(0.003)
	(0.003)

	Constant
	6.291***
	5.644***
	5.623***

	
	(0.673)
	(0.909)
	(0.912)

	
	
	
	

	Observations
	3,104
	1,358
	1,358

	R-squared
	0.589
	0.693
	0.693

	Number of countries
	152
	120
	120

	State FE
	YES
	YES
	YES

	Year FE
	NO
	NO
	NO


This panel regression is a further robustness check and shows the effects of the variables on the left on the 2 Year Lagged value of the log of Investment per Capita while taking the constant state effects into account. The lag means that the value in two years is used rather than the current year. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini included, this specification shows no significant relationship between instability, or inequality, and investment, as neither the dummy nor the index are significant. Sub-Saharan Africa is omitted. 
*** p<0.01, ** p<0.05, * p<0.1

[bookmark: _Ref416182080]Table 26: Effect on Log INV per Cap, excluding countries without complete Instability data, Gini Included
		
	(1)
	(2)
	(3)

	VARIABLES
	XTR1
	XTR2
	XTR3

	
	
	
	

	GDP growth (annual %)
	0.021***
	0.023***
	0.023***

	
	(0.003)
	(0.004)
	(0.004)

	1-year lagged ln GDP per capita (2005 $)
	1.139***
	1.305***
	1.304***

	
	(0.065)
	(0.090)
	(0.090)

	Population growth (annual %)
	0.032*
	0.048**
	0.048**

	
	(0.017)
	(0.022)
	(0.021)

	Primary school enrollment, %, WDI
	0.005***
	0.004
	0.004

	
	(0.002)
	(0.002)
	(0.002)

	Time trend
	-0.013**
	-0.014**
	-0.014**

	
	(0.006)
	(0.007)
	(0.007)

	Time trend squared
	0.000*
	0.000*
	0.000*

	
	(0.000)
	(0.000)
	(0.000)

	5-year MA of annual inflation / 100
	-0.004
	0.001
	0.001

	
	(0.003)
	(0.004)
	(0.004)

	=1 if any form of political instability
	-0.002
	-0.013
	

	
	(0.012)
	(0.015)
	

	Weighted index of conflict measures / 100
	-0.000
	
	-0.000

	
	(0.000)
	
	(0.001)

	Gini (Inequality coefficient)
	
	-0.001
	-0.001

	
	
	(0.003)
	(0.003)

	Constant
	3.820***
	2.513***
	2.517***

	
	(0.546)
	(0.745)
	(0.748)

	
	
	
	

	Observations
	3,286
	1,440
	1,440

	R-squared
	0.657
	0.756
	0.756

	Number of countries
	154
	123
	123

	State FE
	YES
	YES
	YES

	Year FE
	NO
	NO
	NO


This panel regression is a further robustness check and shows the effects of the variables on the left on the 1 Year Lagged value of the log of Investment per Capita while taking the constant state effects into account. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. With Gini included, this specification shows no significant relationship between instability, or inequality, and investment, as neither the dummy nor the index are significant. Sub-Saharan Africa is omitted. 
	*** p<0.01, ** p<0.05, * p<0.1	
	


Table 27: Effect on Instability Weighted Index, Year FE included
	
	(1)
	(2)
	(3)

	VARIABLES
	FE 1
	Year FE 1
	Year FE 2

	
	
	
	

	Gini (Inequality coefficient)
	22.183
	-37.638
	11.960

	
	(43.418)
	(40.085)
	(41.719)

	Gini-GDP Interaction
	-3.607
	4.037
	-3.077

	
	(5.767)
	(4.963)
	(5.607)

	1-year lagged ln GDP per capita (2005 $)
	-381.590
	-331.958
	136.673

	
	(397.593)
	(204.714)
	(572.242)

	Primary school enrollment, %, WDI
	-2.890
	3.185
	3.847

	
	(9.425)
	(6.513)
	(7.921)

	GDP growth (annual %)
	-25.013**
	-34.370***
	-28.808**

	
	(10.312)
	(12.777)
	(13.077)

	Constant
	4,756.738
	6,663.813***
	3,012.232

	
	(3,943.302)
	(2,540.542)
	(4,807.263)

	
	
	
	

	Observations
	1,770
	1,770
	1,770

	R-squared
	0.018
	
	0.083

	Number of countries
	146
	146
	146

	State FE
	YES
	NO
	YES

	Year FE
	NO
	YES
	YES


This table includes two OLS regressions and one panel regression that show the effect of the variables on the left on the Instability Weighted Index. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. The OLS specification reveals a significant correlation between inequality and instability, but the panel regression does not. This further emphasizes the point that including state-fixed effects into the regression makes the unrest link disappear.  
*** p<0.01, ** p<0.05, * p<0.1	



Table 28: Effect on Lagged Instability Weighted Index
	
	(1)
	(2)
	(3)

	VARIABLES
	OLS 1
	OLS 2
	FE 1

	
	
	
	

	Gini (Inequality coefficient)
	
	-76.771***
	24.044

	
	
	(28.832)
	(39.188)

	Gini-GDP Interaction
	
	12.255***
	-3.634

	
	
	(3.420)
	(5.683)

	1-year lagged ln GDP per capita (2005 $)
	-166.205***
	-559.722***
	-770.292**

	
	(12.903)
	(129.448)
	(311.495)

	Primary school enrollment, %, WDI
	2.951**
	4.726
	-0.743

	
	(1.177)
	(6.496)
	(9.633)

	GDP growth (annual %)
	-14.864***
	-17.668*
	-14.233

	
	(4.639)
	(9.892)
	(9.585)

	Constant
	1,877.628***
	4,226.563**
	7,857.209**

	
	(142.795)
	(1,714.978)
	(3,073.587)

	
	
	
	

	Observations
	5,226
	1,759
	1,759

	R-squared
	0.021
	0.049
	0.023

	State FE
	NO
	NO
	YES

	Year FE
	NO
	NO
	NO

	Number of countries
	
	
	146


This table includes two OLS regressions and one panel regression that show the effect of the variables on the left on the one year lag of the Instability Weighted Index. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. The OLS specification reveals a significant correlation between inequality and instability, but the panel regression does not. This further emphasizes the point that including state-fixed effects into the regression makes the unrest link disappear.  
*** p<0.01, ** p<0.05, * p<0.1
	

	


Table 29: Probit Effect on Political Instability Dummy
	
	(1)
	(2)

	VARIABLES
	Probit 3
	Probit 4

	
	
	

	Gini (Inequality coefficient)
	
	-0.061***

	
	
	(0.019)

	Gini-GDP Interaction
	
	0.010***

	
	
	(0.002)

	1-year lagged ln GDP per capita (2005 $)
	-0.077***
	-0.406***

	
	(0.012)
	(0.082)

	Primary school enrollment, %, WDI
	0.003***
	0.005*

	
	(0.001)
	(0.003)

	GDP growth (annual %)
	-0.019***
	-0.023***

	
	(0.003)
	(0.006)

	Constant
	0.159
	2.112***

	
	(0.103)
	(0.797)

	
	
	

	Observations
	5,244
	1,770

	State FE
	NO
	NO

	Year FE
	NO
	NO


This table includes two Probit that show the effect of the variables on the left on the Instability Dummy. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. This probit model shows the effect of the variables on the left on the probability of having any instability at all. Probit models do not allow for fixed effects, so it is understandable that the significance of these specifications match those of the OLS specifications. 
						*** p<0.01, ** p<0.05, * p<0.1	



Table 30: Probit Effect on Lagged Political Instability Dummy
	
	(1)
	(2)

	VARIABLES
	Probit 1
	Probit 2

	
	
	

	Gini (Inequality coefficient)
	
	-0.094***

	
	
	(0.018)

	Gini-GDP Interaction
	
	0.014***

	
	
	(0.002)

	1-year lagged ln GDP per capita (2005 $)
	-0.076***
	-0.555***

	
	(0.012)
	(0.082)

	Primary school enrollment, %, WDI
	0.003***
	0.005*

	
	(0.001)
	(0.003)

	GDP growth (annual %)
	-0.008***
	-0.018***

	
	(0.003)
	(0.007)

	Constant
	0.140
	3.357***

	
	(0.103)
	(0.793)

	
	
	

	Observations
	5,226
	1,759

	State FE
	NO
	NO

	Year FE
	NO
	NO


This table includes two Probit that show the effect of the variables on the left on the Instability Dummy. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. This probit model shows the effect of the variables on the left on the probability of having any instability at all. Probit models do not allow for fixed effects, so it is understandable that the significance of these specifications match those of the OLS specifications. 
	*** p<0.01, ** p<0.05, * p<0.1		
	

	
Table 31: Effect on SPI
	
	(1)
	(2)
	(3)

	VARIABLES
	OLS 1
	OLS 2
	FE 1

	
	
	
	

	Gini (Inequality coefficient)
	
	-0.199***
	-0.001

	
	
	(0.076)
	(0.118)

	Gini-GDP Interaction
	
	0.032***
	-0.004

	
	
	(0.010)
	(0.016)

	1-year lagged ln GDP per capita (2005 $)
	-0.697***
	-1.656***
	-1.333*

	
	(0.044)
	(0.336)
	(0.714)

	Primary school enrollment, %, WDI
	-0.003
	0.000
	-0.008

	
	(0.004)
	(0.013)
	(0.025)

	GDP growth (annual %)
	-0.054***
	-0.091***
	-0.069**

	
	(0.016)
	(0.035)
	(0.031)

	Constant
	8.591***
	14.190***
	16.167**

	
	(0.429)
	(3.712)
	(6.790)

	
	
	
	

	Observations
	4,611
	1,528
	1,528

	R-squared
	0.049
	0.064
	0.013

	State FE
	NO
	NO
	YES

	Year FE
	NO
	NO
	NO

	Number of countries
	
	
	143


This table includes two OLS regressions and one panel regression that show the effect of the variables on the left on the SPI. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. The OLS specification reveals a significant correlation between inequality and instability, but the panel regression does not. This further emphasizes the point that including state-fixed effects into the regression makes the unrest link disappear.  
*** p<0.01, ** p<0.05, * p<0.1


Table 32: Effect on Lagged SPI
	
	(1)
	(2)
	(3)

	VARIABLES
	OLS 1
	OLS 2
	FE 1

	
	
	
	

	Gini (Inequality coefficient)
	
	-0.129*
	0.006

	
	
	(0.068)
	(0.122)

	Gini-GDP Interaction
	
	0.022***
	-0.007

	
	
	(0.008)
	(0.017)

	1-year lagged ln GDP per capita (2005 $)
	-0.700***
	-1.328***
	-0.707

	
	(0.048)
	(0.301)
	(0.890)

	Primary school enrollment, %, WDI
	-0.001
	-0.005
	-0.015

	
	(0.004)
	(0.013)
	(0.028)

	GDP growth (annual %)
	-0.095***
	-0.106**
	-0.087**

	
	(0.018)
	(0.042)
	(0.037)

	Constant
	8.526***
	12.446***
	12.036

	
	(0.435)
	(3.529)
	(8.254)

	
	
	
	

	Observations
	4,468
	1,474
	1,474

	R-squared
	0.052
	0.072
	0.020

	State FE
	NO
	NO
	YES

	Year FE
	NO
	NO
	NO

	Number of countries
	
	
	141


This table includes two OLS regressions and one panel regression that show the effect of the variables on the left on the lag of SPI. The correlation coefficients are shown in line with variable names while robust standard errors are in parentheses. The OLS specification reveals a significant correlation between inequality and instability, but the panel regression does not. This further emphasizes the point that including state-fixed effects into the regression makes the unrest link disappear.  
*** p<0.01, ** p<0.05, * p<0.1


[bookmark: _Ref416182126]Table 33: 3SLS: 1.Effect on INV per Cap 2.Effect on SPI
	
	(1)
	(2)

	VARIABLES
	3SLS
	3SLS

	
	
	

	GDP growth (annual %)
	597.444***
	

	
	(118.158)
	

	1-year lagged ln GDP per capita (2005 $)
	5,661.634***
	

	
	(769.372)
	

	Population growth (annual %)
	-2,215.498***
	

	
	(579.261)
	

	Primary school enrollment, %, WDI
	-156.200***
	

	
	(26.963)
	

	Time trend
	1,689.352***
	

	
	(340.408)
	

	Time trend squared
	-19.482***
	

	
	(4.153)
	

	SPI Index
	4,087.213***
	

	
	(1,274.114)
	

	Gini (Inequality coefficient)
	
	0.090***

	
	
	(0.012)

	Constant
	-71,713.233***
	-1.340***

	
	(12,920.753)
	(0.464)

	
	
	

	Observations
	1,317
	1,317

	R-squared
	-30.304
	0.042

	State FE
	YES
	YES

	Year FE
	NO
	NO


This is a 3 stage least squares regression and is included primarily as a robustness check. The 3SLS is less robust but more efficient than the 2 stage least squares regression. As might be anticipated with the less robust specification, the desired effects of inequality on instability and instability on investment show up as significant, but this result is dampened by the 2 stage specification, which is the next table. 
*** p<0.01, ** p<0.05, * p<0.1
	



[bookmark: _Ref416182157]Table 34: 2SLS: 1.Effect on INV per Cap 2.Effect on SPI
	
	(1)
	(2)

	VARIABLES
	2SLS
	2SLS

	
	
	

	GDP growth (annual %)
	-220.133
	

	
	(167.945)
	

	1-year lagged ln GDP per capita (2005 $)
	354.466
	

	
	(1,109.651)
	

	Population growth (annual %)
	1,686.338*
	

	
	(921.492)
	

	Primary school enrollment, %, WDI
	20.510
	

	
	(46.884)
	

	Time trend
	-660.955
	

	
	(488.861)
	

	Time trend squared
	8.761
	

	
	(6.370)
	

	SPI Index
	-2,536.137
	

	
	(1,642.307)
	

	Gini (Inequality coefficient)
	
	0.090***

	
	
	(0.012)

	Constant
	13,673.163
	-1.340***

	
	(17,496.169)
	(0.465)

	
	
	

	Observations
	1,317
	1,317

	R-squared
	-10.746
	0.042

	State FE
	YES
	YES

	Year FE
	NO
	NO


	This is a 2 stage least squares regression and is included primarily as a robustness check. The 2SLS is a system of simultaneous equations where two regressions are calculated at the same time. The expected effect of inequality on instability remains, but the effect of instability on investment no longer shows up as significant.  	
*** p<0.01, ** p<0.05, * p<0.1
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