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In a paper published in 2 recent issue of this journal, Professors A. J. Kon-
donassis, A. G. Malliaris and N. S, Robinson ! (K-M-R hereafter) invesngate the
hypotheses that political instability hinders economic development by examining
the post-war development of the Greek economy. Their analysis and conclusions
raise some questions that need, at least, to be identfied. Also, the hypothesis itself
requires some elaboration if it is going to have any value in guiding research. The
purpose of this note is to comment on these poinis.

However, before proceeding, some observations need to be made on the data

used in the K-M-R study. The data before 1952 and especially before 1950 can
hardly be considered reliable. The Greek Civil War cnded in 1949, and nobody
at that cime and for the next few years would really be concerned with collecting
data on GNP, not to speak of the qualiry of sratistical data. Some of the existing
time - series for those years were estimarted later.
Also the extreme value of the percentage growth of real GNP for 1952-53, which
was 13.5 (appearing in Table 4 of the K-M-R paper), was due to thar vear's drastic
devaluation of the Greek currency from $1 = 15 drachmae to $1 = 30 drachmae.
Thetefore, the only statistical daca that have any reliability for the purpose at hand
are those after 1953 or even later.

The conclusion of the K-M-R paper derived from the experience of Greeee s
thar “‘political stability tends to have 2 beneficial impact on econemic develop-
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ment’’. Various qualifying statements are made, but their conclusion in the above
quoration is clear. However, in view of the authors’ own periedization and the
rates of growth of real GNP corresponding to cach period the opposite conclusion
should be reached. For the periods 1952-55 and  1955-63
which the authors accepr as periods of political stability, the average annual rate
of growth was 7.7 and 6.1 percent, respectively. For the period 1963-65 which
the authors define as poliueally unstable, the average annual rate of growth was
9.1%. For 1965-66, also an unstable period, the rate of growth was 6.5. It seems
to me that if any conclusion is to be denved from these numbers, it should be
that political instability (rather than srability) tends to have a beneficial impact
on economic development! Of course such a concluston would be difficulr to justify
under normal circumstances, and 1 know of nobody that would accepr ir, Burt this
is what the numbers say.

The source of this paradoxical conclusion is to be found in the way the authors
define political instability. According to their definition political instabilicy refers
to the ewstence of more than one government every theee to four years. Thus the
1963-65 perod is termed politcally unstable. Nothing could be farther from the
truth, The government of that period was elected oa 16 February 1963 with 53
percent of the popular vore and much stronger support in the parliament. It also
had suppon from other parties representing another 10 percent of the popular
vote. It seems cotrect to say that the entire 1952-65 period was characterized by
political stability, Consequently, the Greek experience of this period cannot really
be used t test the relationship between political stability and economic
developments. '

Changing governments can, cemainly, be the result of underlying political in-
stability. But to cquate political instability with “‘often’’ changing governments
is erroneous. Government and its behaviour is only the fagade of the undetlying
and supporting social and economic forces. To the extent that the same forces
dominare the structure of the sociery, alternation of governments does not imply
political instability. On the other hand, it is possible to have inherent political
instability but no change in government, as for example in the case of military
dictatorships. There, the inherent political instability expresses iwself, under cer-
rain conditions. as 2 revolution when the intensiry of conflicts exceeds a certain
point. In general, it seems crroneous to derive conclusions about political instabiliry
by observing the frequency of government changes. In short, government changes
are not necessarily a good proxy variable for political instabiliry, and that is where
the trouble with the K-M-R results is to be found.

Now, let me come 1o what I consider to be the main weakness not just of the
K-M-R paper, but of all the literarure that artemprs to identify causal relation-
ships running from pelitical instzbility to economic development. This is equivalent
to saying that political instabiliry (or stability) is the exogenous variable and
economic development is the endogenous one. Immediately the question is rais-
ed: Whar determines polirical instability or, differently stated, from where does
the government derive {ts power? Excluding theocratic explanation and irrelevant
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idealism, one is forced 1o accept that political power and its stability are a more
- or - less direct derivative of the conflicting economic interests of the various classes
and social strara and their relative swength. Government. as an entity through which
political power 15 expressed, being uself the outcome of the relative suength of
the economic and social forces, cannot act in a way thar would disturb the existing
forces and wends.

Of course, this does not mean that 2 government is completely imporent and
unable to take measures that would have effects on the economic performance of
society. But these measures cannor upset the cxisting complex of economic interests
and they cannot change drastically the course of economic trends to the point of
disturbing the balance of powers, or else the government will be overthrown. On
the other hand, the government needs to rake measures that would reflect in the
* polidical and legal superstructure of the society the changes that are occurring in
the economic basis of society. In other words, the government can enjoy a certain
degree of auronomy but it cannot extend this autonomy and the resulung in-
dependence beyond the limits determined by the existing strucrure of economic
pOwers.

In summary, the dominant econormuc classes and stratz2 extend, by various means,
their dominance to the political level where the main role is played by the govern-
meant. Thus the government is constrained to actions that enhance (or at most do
not ¢ndanger) the long-nn interests of the dominant classes.

From this, we conclude that the causal relationship berween political stabiliry
and economic development runs from economic development to political swability
rather than vice versa. Economic changes of a degree that would have an impact
on the power structure of society would also be reflected in political instability,
however measured.

Of course, Institutions or organizations i.¢, national goyernment, local govern-
ment, labour unions, etc., as saon as they are formed have functions and make
decisions that have effects on other variables including those that led to their own
creation. Consequenty, the relationship-berween economic development and
political stability ts a two-way relationship. Economic development affects political
stability and it is, in tumn, affected by it. The process of interaction of these wo
variables is neither obvious nor simple. Also their qualification for economerric
purposes is difficult. Bur this is no reason 1o neglect one ot the ether side of their
interaction.
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