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Lecture 10.  Coups and Assassinations 

 

The Dube et al. paper continues the theme from lecture 9 of using stock market prices to generate 

insights into political violence.   

 

 

The form of political violence they consider is regime change through CIA-supported coups, i.e., “a 

sudden, violent, and illegal seizure of power from a government”. 

  

http://tuvalu.santafe.edu/~snaidu/papers/coups.pdf
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There have been many coup attempts, successful and unsuccessful, over the years. 

 

 

Yet the authors include only 5 coup attempts in their analysis so we need to ask – why only these 

5? 

 

 

It is important to understand Dube et al.’s selection mechanism because there is a danger that the 

authors might just select cases that work well for their theory.
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Dube et al. use three selection criteria: 

 

1.  They must be able to establish a timeline of events as seen by the CIA at the time. 

 

2.  There has to have been at least one secret event authorizing a coup. 

 

3.  There had to have been at least one publicly traded multinational firm whose property was 

expropriated by the regime against which the coup is directed – this criterion is crucial for the 

whole research programme because Dube et al. need to have a stock price to track or else their 

whole idea is worthless. 

 

 

The table on slide 4 gives a list of CIA “projects”.  You can see why Dube et al. selected the five 

coups that they did – Iran, Chile, Guatemala, Congo (DRC) and Cuba.   
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Notice that the events described in Table 1 happened a long time ago.  This is because: 

 

 

1.  Dube et al.’s approach relies on having documents that were secret at the time and it takes a 

while before secret documents move into the public domain. 

 

2.  It is likely that the CIA tended to take bigger initiatives, like secret coups, in the 1950’s through 

1970’s than it does now. 

 

 

Table 2 shows the “authorization events” that are incorporated into the analysis. 
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The column labelled “Good” shows codings of “Y” for events that are considered good for stock 

prices of the firms being considered and “N” for events that are considered bad for the stock prices 

of these firms. 

 

 

But we need to remember that all these events were meant to be secret at the time so they should 

not have had immediate effects on stock prices – how can investors react to events they do not 

know about?



8 
 

Here are a few remarkable facts on Guatemala: 

 

1.  The United Fruit Company (UFC) owned more than 40% of the land in Guatemala.   

 

2.  The Director of the CIA (Alan Dulles) had been on the Board of UFC. 

 

3.  A former CEO of UFC (Thomas Dudley Cabot) was Director of International Security Affairs in 

the State Department and his younger brother (John Moore Cabot) was Secretary of Inter-

American Affairs. 

 

Guatemala is probably the most cartoonish of these coups but all of them are pretty interesting 

stories.  If you are interested you should read the appendix to the Dube et al. paper and also 

maybe listen to this clip.   

 

 

Slide 9 gives information on the expropriated companies covered by Dube et al.. 

https://www.youtube.com/watch?v=auhNQ7y0v44
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Dube et al. estimate this equation: 

 

 

ftR  - the one-day return for the stock of firm f on day t 

 

tX   - a vector of four “Fama-French” factors that are often used to explain stock prices…you 

should think of these as control variables 

 

 kE ft   - the “exposure” of firm f on day t in a model for which we assume that a firm is exposed for 

k days after an “authorization event”….this is the key variable and slide 11 will be completely 

about it 

 

ft  - a random shock affecting firm f at time t 

http://www.forbes.com/sites/frankarmstrong/2013/07/30/the-four-factor-model/
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Let’s take a close look at  kE ft  

 

There are two components to the concept of “exposure” 

 

1.  A firm is exposed at time t if there was an authorization event in its country less than k days 

ago. 

 

2.  The quantity of exposure for an exposed company is equal to the ratio of the value of assets 

expropriated to total assets (see the exposure column of slide 9). 

 

So every time there is an authorization the exposure variable gets turned on for k days for firms in 

the country that are affected by the event – the more a firm’s assets have been expropriated 

(relative to the total assets of the firm) the higher will be the setting for the exposure variable.  

 

 

Dube et al. estimate separate models for a bunch of different values of k – from 1 to 21. 
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The main object of interest in these estimates are the coefficients -  c  

 

 

“c” stands for country – there is a separate coefficient estimate for each country 

 

 

c  can be viewed as the average daily return to the stock prices of exposed firms per unit of 

exposure within a window of k days after an authorization event.  When you multiply these 

estimates by the number of days of exposure you get something which can be described as 

cumulative average returns. 

 

 

Slide 13 gives a table of estimates of c ’s.  Slides 14 and 15 displays the same information on 

graphs. 
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There is good evidence on the last three slides that stock prices of exposed firms react to 

supposedly secret events that increase or decrease the probability of coups.   

 

 

The evidence is most compelling when the countries are pooled together.   

 

 

Chile and Cuba do not look like they fit the pattern.  

 

 

Congo, Guatemala and Iran do fit the pattern, especially Guatemala and Iran. 

 

 

The results suggest that US foreign policy was operating as a tool of a handful of private 

companies and the individuals involved were profiteering off their influence on the US government. 
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Assassinations 

 

The Jones and Olken paper spots a research opportunity that is quite good for two main reasons.   

 

 

1.  Assassinations are common so it makes sense to try to understand what kinds of effects they 

may have.   

 

 

2.  There is a substantial random component affecting whether or not each assassination attempt 

succeeds.   

 

 

The randomness is actually an advantage from a research perspective because it makes 

comparisons between successful assassinations and failed assassinations resemble a controlled 

experiment.  The next slide helps us to understand this point better. 

http://pubs.aeaweb.org/doi/pdfplus/10.1257/mac.1.2.55
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Suppose we want to know if assassinations of political leaders during an armed conflict tend to 

make the conflict more intense, i.e., we want to know if violence increases after a successful 

assassination.  Now suppose that: 

 

1.  After rebel groups receive secret US support they tend to intensify their war effort. 

 

2.  Assassination attempts made by rebel groups are more likely to succeed if the US is supporting 

them than if the US is not supporting them. 

 

Thus, the arrival of US aid will cause both more fighting and more favourable assassination 

outcomes but successful assassinations will not necessarily cause intensified fighting.   

 

On the other hand, if success or failure of an assassination is determined by a coin flip and we 

observe that fighting tends to intensify after success and not intensify after a failure that would be 

pretty good evidence that success actually causes the intensification of a conflict.   
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Jones and Olken collect data on “all publicly reported assassination attempts for national leaders 

since 1875.   

 

 

They come up with 298 attempts, including 59 successes and 47 cases they classify as not being 

“serious attempts”, where a “serious attempt” means that the assassin(s) used his weapon. 

 

 

It is worth taking a look at Table 1 in the paper to see the list of successful assassinations but I will 

not reproduce the list here.   

 

 

The table on the next slide tells you about the assassination data. 
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Let’s think a bit about this table. 

 

 

Guns have the highest success probabilities.  Does this mean that it is a mistake to attempt an 

assassination with a knife or explosives?  Not necessarily since it may be impossible or very hard 

to get a clean shot at a target so it may be necessary to use a knife or explosives. 

 

 

Explosives kill and wound many more people on average than the other weapons do.  This should 

not come as a big surprise to us.   

 

 

Notice the last comment in the footnote to the table.  The high means for killed and wounded in 

explosions is largely because a few of these explosions caused quite a few casualties. 
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The next two slides show you the time series for assassination attempts and successful 

assassinations.   

 

 

The first picture gives you the raw numbers while the second divides by the number of countries in 

world in each year.  Since the number of countries grows over time this adjustment makes a big 

difference. 

 

 

There is clearly a sharp increase in assassination activity at the end of the 19th and beginning of 

the 20th century followed by a decrease as we head for World War II. 

 

 

After that there is a rise and then a fall in assassinations but the rise is less pronounced and the 

fall is more pronounced when you adjust for the growth in the number of countries than it is when 

you do not do this adjustment. 
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I would like to make two side points about these graphs. 

 

1.  It is much better to put labels right next to your curves rather than having a legend at the 

bottom of the picture.  Every graphing programme lets you do it.  This link shows you how to do 

this in Excel.   

 

 

2.  Having two curves referring to two different y axes is a really bad practice because doing this 

makes it really easy to deceive your readers.  This blog post really drives the point home well.  

That said, the pictures manage to use the double y axis device without deceiving. 

 

  

http://stephanieevergreen.com/directly-label/
http://andrewgelman.com/2015/10/01/jason-chaffetz-is-the-garo-yepremian-of-the-u-s-house-of-representatives-and-i-dont-mean-that-in-a-good-way/
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Jones and Olken are interested in two separate things. 

 

 

Part of the paper is about political regimes.  This would be a tangent for the course so I pass over 

it other than to note that they find assassinations seem to increase the probability for countries to 

transition from autocracy to democracy. 

 

 

The rest of the paper is about the impact of assassinations on the intensity of armed conflict. 

 

 

The table on the next slide tell you about the dependent variables used by Jones and Olken.   
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We focus just on the war variables. 

 

 

Intense War - This means that there are at least 1,000 battle deaths in a year 

 

Moderate War - This means that there are between 25 and 999 battle deaths in a year.  Before 

1950 we do not have data on moderate wars. 

 

 

A war, either moderate or intense, begins if there is a shift from peace to war.  Similarly, a war 

ends if there is a shift from war to peace.  A moderate war intensifies if there is a shift from 

moderate war to intense war.  
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Here is the type of equation that Jones and Olken estimate: 

 

 

 

 

This is a simple linear regression with   being the parameter of interest.  If the success or failure 

of an assassination attempt can be viewed as random then we can interpret   as the causal 

impact of success on the war variable. 

 

The table on the next slide gives some evidence that the success of coups is pretty random. 
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Notes: Panel A reports the means of each listed variable for successes and failures, where each observation is a serious attempt. 

Standard errors are in parentheses. p-values on differences in the mean are from two- sided unpaired t-tests. All variables are 

examined in the year before the attempt took place. Change variables represent the change from three years before the attempt 

occurred to one year before the attempt occurred.
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The table shows that no variable except population seems to be of any use in predicting whether 

or not an assassination attempt will succeed.   

 

 

Of course, if success versus failure were determined by a coin flip then nothing would help to 

predict assassination outcomes.   

 

 

So the table is consistent with the notion that the success variable is, indeed, fairly random. 

 

 

The table on the next slide gives the main results pertaining to war.  
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There are three main results: 

 

1.  There is some evidence that having a successful assassination attempt rather than a failed one 

increases the probability that an intense war will end (Panel B, column 1).  The estimated effect is 

very large, more than 25 percentage points, but the effect has only marginal statistical 

significance.  This effect only survives if you use the whole time period (1875 – 2002) 

 

 

2.  There is evidence that having a successful assassination attempt rather than a failed one 

increases the probability that a moderate war will turn into an intense war (Panel B, column 3).  

This effect is even larger, 33 percentage points and reaches a conventional statistical significance 

level. 

 

 

3.  There does not seem to be any association between assassinations and the start of new wars.   

 


