Additional results

Unit root tests 
	
	Lags
	Maddala and Wu
	Pesaran

	Log of inflation
	0
	379.742***
	-8.423***

	
	1
	358.960***
	-7.201***

	Log of change in M2
	0
	957.403***
	-18.660***

	
	1
	472.638***
	-9.419**


Chi2 tests that a unit root is present; *** p < .01.
Effect of CBI on M2 Contingent on Democratic Mechanisms

	
	Model 3
	Model 4
	Model 5

	CBI
	-0.786**
	-0.828***
	-0.317

	
	(0.366)
	(0.311)
	(0.673)

	Freedom House
	0.019
	
	

	
	(0.072)
	
	

	CBI*FH
	-0.199
	
	

	
	(0.154)
	
	

	XConst
	
	0.120*
	

	
	
	(0.064)
	

	CBI*XConst 
	
	-0.297*
	

	
	
	(0.152)
	

	Log checks
	
	
	-0.089

	
	
	
	(0.165)

	CBI*Log checks
	
	
	0.122

	
	
	
	(0.370)

	Polcon
	
	
	

	
	
	
	

	CBI*Polcon
	
	
	

	
	
	
	

	Freedom of Press
	
	
	

	
	
	
	

	CBI*Press
	
	
	

	
	
	
	

	Lag log change in M2
	0.296***
	0.295***
	0.285***

	
	(0.057)
	(0.060)
	(0.059)

	Lag log GDP
	0.035
	-0.079
	0.191

	
	(0.168)
	(0.186)
	(0.160)

	Lagged GDP growth
	-1.185*
	-1.459*
	-0.624

	
	(0.702)
	(0.743)
	(0.854)

	Lag openness
	0.003
	0.003
	0.004*

	
	(0.002)
	(0.002)
	(0.002)

	De jure XR
	-0.131
	-0.094
	-0.104

	
	(0.107)
	(0.121)
	(0.123)

	Fiscal balance
	-0.015
	-0.013
	-0.015

	
	(0.010)
	(0.010)
	(0.011)

	Pres. election
	-0.043
	-0.012
	-0.072

	
	(0.115)
	(0.123)
	(0.129)

	Legis. election
	-0.076
	-0.087
	-0.095

	
	(0.070)
	(0.072)
	(0.073)

	Both elections
	-0.190
	-0.165
	-0.208

	
	(0.136)
	(0.144)
	(0.147)

	_cons
	0.977
	4.009
	-3.185

	
	(4.207)
	(4.618)
	(3.987)

	N
	1829
	1784
	1711

	Countries
	79
	78
	79

	R2
	0.186
	0.183
	0.174


Notes: ** Significant at .05; *** Significant at .01. The dependent variable is the logged annual change in M2. Decade dummies are included, but not shown.

Effect of CBI on Inflation Contingent on Democratic Mechanisms
	
	Model 10
	Model 11
	Model 12

	CBI
	-0.647***
	-0.572***
	-0.447

	
	(0.165)
	(0.137)
	(0.407)

	Polity2
	
	
	

	
	
	
	

	CBI*Polity2
	
	
	

	
	
	
	

	Freedom House
	0.040
	
	

	
	(0.036)
	
	

	CBI*FH
	-0.137
	
	

	
	(0.085)
	
	

	XConst
	
	0.049
	

	
	
	(0.037)
	

	CBI*XConst
	
	-0.113
	

	
	
	(0.099)
	

	Log checks
	
	
	-0.071

	
	
	
	(0.122)

	CBI*Log checks
	
	
	0.003

	
	
	
	(0.235)

	Polcon
	
	
	

	
	
	
	

	CBI*Polcon
	
	
	

	
	
	
	

	Freedom of Press
	
	
	

	
	
	
	

	CBI*Press
	
	
	

	
	
	
	

	Lag log inflation
	0.615***
	0.612***
	0.620***

	
	(0.041)
	(0.042)
	(0.044)

	Lag log change in M2
	0.125***
	0.130***
	0.124***

	
	(0.024)
	(0.025)
	(0.024)

	Lag log GDP
	-0.082
	-0.077
	0.065

	
	(0.076)
	(0.073)
	(0.089)

	Lag change in GDP
	0.484
	0.306
	0.701

	
	(0.513)
	(0.519)
	(0.569)

	Lag openness
	-0.000
	-0.000
	0.000

	
	(0.001)
	(0.002)
	(0.002)

	De jure XR
	-0.043
	-0.022
	-0.069

	
	(0.076)
	(0.078)
	(0.081)

	Fiscal balance
	-0.024**
	-0.024**
	-0.027**

	
	(0.010)
	(0.010)
	(0.011)

	Pres. election
	-0.028
	0.009
	-0.031

	
	(0.071)
	(0.073)
	(0.071)

	Legis. election
	0.024
	0.019
	0.029

	
	(0.034)
	(0.035)
	(0.036)

	Both elections
	0.054
	0.060
	0.059

	
	(0.052)
	(0.053)
	(0.055)

	Lag world inflation
	0.019**
	0.018**
	0.024***

	
	(0.008)
	(0.009)
	(0.009)

	_cons
	2.602
	2.494
	-1.291

	
	(1.846)
	(1.783)
	(2.223)

	N
	1795
	1750
	1686

	Countries
	79
	78
	79

	R2
	0.663
	0.664
	0.660


Notes: ** Significant at .05; *** Significant at .01. The dependent variable is the logged annual inflation rate.
Endogeneity of CBI and inflation

	
	Inflation
	

	
	CBI
	Polity

	1 year lag of CBI
	-0.441***
	-0.003

	
	(0.140)
	(0.005)

	2 year lag of CBI
	-0.424***
	-0.002

	
	(0.137)
	(0.004)

	3 year lag of CBI
	-0.369***
	-0.002

	
	(0.126)
	(0.005)

	2 years before reform
	-0.461***
	-0.001

	
	(0.155)
	(0.005)

	2 years before/after reform
	-0.473***
	0.004

	
	(0.160)
	(0.005)


Note: baseline models with CBI lagged up to 3 years; row 4 excludes the 2 years before the reform and the year of reform; row 5 excludes these years and the two years after the reform.

Connection between inflation and change in M2

	
	Dm2
	
	Inflation
	

	
	CBI
	Polity
	CBI
	Polity

	SU regression
	-0.726***
	0.008
	-0.514***
	-0.002

	
	(0.213)
	(0.009)
	(0.116)
	(0.005)

	SU Estimation
	-0.584**
	0.002
	-0.465***
	-0.002

	
	(0.278)
	(0.011)
	(0.143)
	(0.004)


Note: Row 1 has seemingly unrelated regression; row 2 uses seemingly unrelated estimation with standard errors clustered by country.

Alternative estimators

	
	Change in M2
	Inflation

	
	Model 1
	Model 2
	Model 3
	Model 4

	CBI
	-0.404***
	-14.590**
	-0.262***
	-17.058***

	
	(0.144)
	(6.599)
	(0.098)
	(5.821)

	Polity2
	0.005
	0.034
	-0.004
	0.058

	
	(0.016)
	(0.592)
	(0.009)
	(0.437)

	CBI*Polity2
	-0.046
	-2.150
	-0.002
	-1.490

	
	(0.036)
	(1.467)
	(0.020)
	(1.132)

	Lag log inflation
	
	
	0.688***
	

	
	
	
	(0.035)
	

	Lag inflation
	
	
	
	-0.030

	
	
	
	
	(0.024)

	Lag log change in M2
	0.410***
	
	0.127***
	

	
	(0.052)
	
	(0.020)
	

	Lag change in M2
	
	0.061**
	
	0.128***

	
	
	(0.025)
	
	(0.036)

	Lag log GDP
	-0.045**
	1.075
	-0.020
	-3.940

	
	(0.021)
	(3.391)
	(0.013)
	(3.329)

	Lagged GDP growth
	-1.125
	-9.480
	0.531
	-74.745***

	
	(0.899)
	(19.675)
	(0.492)
	(16.000)

	Lag openness
	-0.001
	0.017
	-0.001**
	0.084

	
	(0.001)
	(0.059)
	(0.001)
	(0.064)

	De jure XR
	-0.089
	-4.261**
	0.013
	-6.326***

	
	(0.068)
	(1.985)
	(0.041)
	(2.369)

	Fiscal balance
	-0.006
	-0.223
	-0.015***
	-0.579*

	
	(0.006)
	(0.270)
	(0.004)
	(0.291)

	Pres. election
	0.061
	-1.893
	0.004
	1.864

	
	(0.113)
	(1.858)
	(0.067)
	(1.514)

	Legis. election
	-0.112*
	-1.378
	0.015
	0.280

	
	(0.063)
	(1.013)
	(0.039)
	(0.757)

	Both elections
	-0.165
	-3.012*
	0.064
	-1.499

	
	(0.104)
	(1.628)
	(0.066)
	(1.281)

	Lag world inflation
	
	
	0.012
	0.914***

	
	
	
	(0.010)
	(0.170)

	_cons
	2.887***
	-7.267
	0.953**
	105.980

	
	(0.650)
	(84.081)
	(0.427)
	(78.476)

	N
	1803
	1741
	1769
	1707

	Countries
	78
	78
	78
	78

	R2
	0.346
	0.167
	0.776
	0.276


Notes: ** Significant at .05; *** Significant at .01. Models 1 and 3 use panel corrected standard errors and logged values of the DV; region dummies included, but not shown.. Models 2 and 4 use fixed effects and unlogged values of the DV with values greater than 150% are dropped. 
Inflation targeting and Deposit interest rate

	
	Model 1
	Model 2
	Model 3
	Model 4

	CBI
	-0.749**
	-0.956***
	-0.510***
	-0.599***

	
	(0.350)
	(0.357)
	(0.163)
	(0.142)

	Polity2
	0.033
	0.029
	0.016
	0.017

	
	(0.022)
	(0.020)
	(0.011)
	(0.013)

	CBI*Polity2
	-0.083
	-0.095*
	-0.048
	-0.040

	
	(0.055)
	(0.052)
	(0.031)
	(0.035)

	Lag log inflation
	
	
	0.596***
	0.593***

	
	
	
	(0.043)
	(0.045)

	Lag log change in M2
	0.286***
	0.247***
	0.122***
	0.112***

	
	(0.057)
	(0.060)
	(0.023)
	(0.022)

	Inflation targeting
	-0.270*
	
	-0.251***
	

	
	(0.150)
	
	(0.071)
	

	Lag Deposit interest rate
	
	0.000**
	
	0.000**

	
	
	(0.000)
	
	(0.000)

	N
	1803
	1476
	1769
	1456

	Countries
	78
	74
	78
	74

	R2
	0.185
	0.178
	0.663
	0.651


Note: Other control variables included but not shown. DV in models 1 and 2 is logged change in M2; in 3 and 4 it is log of inflation.
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With IT
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With Deposit interest rate
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With Deposit interest rate
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