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This paper examines the role that political, institutional and economic factors 

played in exchange rate regime duration in 49 developing countries within the 

time period 1974-2000. Set in the framework of survival analysis, I characterize 

and model the times to exit for a fixed exchange rate regime using a Cox model. 

The empirical analysis shows that exchange rate regime choice is not a purely 

theoretical issue, but strongly depends on partisan and institutional incentives 

such as the political color of the government in power, the number of veto players 

and the degree of central bank independence. 

 

JEL classification: E61, F31, F33 

Keywords: political economy, exchange rate regime, survival analysis, Cox 

model 

 

I thank Ansgar Belke, Felix Hammermann, Hans Pitlik and Lars Wang for helpful 

comments and Gian-Maria Milesi-Ferretti and Jakob de Haan for delivering 

valuable data. I also profited very much from comments by participants at the 

IMAD and R.O.S.E.S. conference "Institutions and Policies for the New Europe", 

in Portoroz (Slovenia), 16-19th June 2004. 

 
 


