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Wklv sdshu xvhv d odujh qhz sdqho gdwd vhw wr h{dplqh wkh uhodwlrqvkls
ehwzhhq hohfwlrqv dqg �vfdo srolf|1 Zh �qg fohdu hylghqfh ri srolwlfdo
exvlqhvv f|fohv lq pdfurhfrqrplf srolf|= vshqglqj lqfuhdvhv ehiruh hohf0
wlrqv zkloh uhyhqxhv idoo/ ohdglqj wr d odujhu gh�flw lq hohfwlrq |hduv1 Zh
dovr vkrz wkdw wkhuh duh odujh v|vwhpdwlf gl�huhqfhv ehwzhhq ghyhorshg
dqg ghyhorslqj frxqwulhv lq wkh vl}h dqg frpsrvlwlrq ri wkh hohfwrudo sro0
lf| f|fohv1 Zh sursrvh d prudo kd}dug prgho ri hohfwrudo frpshwlwlrq
wr h{sodlq wkhvh gl�huhqfhv1 Lq wkh prgho/ wkh vl}h ri wkh hohfwrudo exg0
jhw f|fohv ghshqg rq wkh uhqwv ri uhpdlqlqj lq srzhu dqg wkh vkduh ri
lqiruphg yrwhuv lq wkh hohfwrudwh1 Xvlqj vxlwdeoh sur{lhv/ zh �qg wkdw
wkhvh lqvwlwxwlrqdo ihdwxuhv h{sodlq d odujh sduw ri wkh gl�huhqfh lq srolf|
f|fohv ehwzhhq ghyhorshg dqg ghyhorslqj frxqwulhv1

MHO fodvvl�fdwlrq= G:5/ S49/ S59/ H95
Nh|zrugv= Srolwlfdo exgjhw f|fohv/ g|qdplf sdqho hvwlpdwlrq/ ghyhors0
lqj frxqwulhv

�Zh zlvk wr wkdqn Doehuwr Dohvlqd/ Vwhyhq Eorfn/ Shwhu Hv�r/ Jhrujh Prqrnurxvvrv/
Wruvwhq Shuvvrq/ Nhqqhwk Urjr�/ Gdylg Vwu�rpehuj dqg vhplqdu sduwlflsdqwv dw Kduydug
Xqlyhuvlw|/ Xqlyhuvlw| ri Urfkhvwhu/ LLHV Vwrfnkrop Xqlyhuvlw|/ dqg Wkh Zruog Edqn iru
ydoxdeoh frpphqwv1

|Xqlyhuvlw| ri Zlvfrqvlq 0 Pdglvrq1 Hpdlo= pvklCexv1zlvf1hgx1
}Lqvwlwxwh iru Lqwhuqdwlrqdo Hfrqrplf Vwxglhv/ Vwrfnkrop Xqlyhuvlw|1 Hpdlo=

mdnre1vyhqvvrqCllhv1vx1vh1

�



� W?|hL_�U|�L?

�hi TL*�|�U@* M�_}i| U)U*it UL44L? �? UL�?|h�it ��|� i*iU|�L?tq �hi |�ihi @?)
t)t|i4@|�U _�gihi?Uit �? |�i t�3i @?_ UL4TLt�|�L? Lu TL*�|�U@* M�_}i| U)U*it �?
_i�i*LTi_ @?_ _i�i*LT�?} UL�?|h�itq Wu tLc ��)q #itT�|i @ *@h}i *�|ih@|�hi L?
TL*�|�U@* M�_}i| U)U*itc |�iti ^�it|�L?t hi4@�? |L @ *@h}i i |i?| �?@?t�ihi_�

W? |��t T@Tih �i �?�it|�}@|i |�i �tt�it M) @tti4M*�?} @ ?i� T@?i* _@|@ ti|c
UL�ih�?} �2� _i�i*LTi_ @?_ _i�i*LT�?} UL�?|h�it L�ih @ 2��)i@h Tih�L_� � 4Lh@*
�@3@h_ 4L_i* Lu i*iU|Lh@* UL4Ti|�|�L? ThL��_it |�i @?@*)|�U@* uh@4i�Lh! uLh |�i
�?�it|�}@|�L?� W? |�i 4L_i* TL*�U) L�|UL4it � �? T@h|�U�*@hc |�i }L�ih?4i?|<t
M�_}i| M@*@?Ui � @hi �?��i?Ui_ M) |�i |�4�?} Lu i*iU|�L?t� �h�Lh |L i*iU|�L?t
|�i }L�ih?4i?| �?Uhi@tit tTi?_�?} �? Lh_ih |L i?�@?Ui �|t U�@?Uit Lu hii*iU|�L?c
*i@_�?} |L @ ��}�ih _i�U�| �? i*iU|�L? )i@ht� ì |it| |��t Thi_�U|�L? L? @ *@h}i
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4Iru d uhylhz ri wkh olwhudwxuh vhh Dohvlqd hw do1/ 4<<:1
5Orkpdqq +4<<;, dqg Shuvvrq dqg Wdehoolql +5333, ghyhors prghov zlwk vlplodu xqghuo|0

lqj ihdwxuhv/ exw dgguhvv gl�huhqw srolf| sureohp1 Orkpdqq +4<<;, vwxglhv wkh lq�dwlrqdu|
frqvhtxhqfhv ri suh0hohfwrudo prqhwdu| srolf| h{sdqvlrq lq d Qhr0Nh|qhvldq pdfur0prgho/
dqg Shuvvrq dqg Wdehoolql +5333, ghdo zlwk f|fohv lq zdvwhixo vshqglqj dqg uhqw0h{wudfwlrq1

6Vrph ri wkh lpsolfdwlrqv ri wkh vljqdolqj prgho ri Urjr� +4<<3, dqg rwkhuv vhhp wr eh dw
rggv zlwk erwk hpslulfdo dqg dqhfgrwdo hylghqfh1 Iru h{dpsoh/ pruh frpshwhqw srolwlfldqv
glvwruw wkh hfrqrp|/ udwkhu wkdq wkh lqfrpshwhqw rqhv/ dqg rqo| frpshwhqw srolwlfldqv zloo eh
uhhohfwhg +lq d vhsdudwlqj htxloleulxp,1 Dovr/ vlqfh rqo| frpshwhqw w|shv vljqdo e| fuhdwlqj d
errp/ wkh whvwdeoh lpsolfdwlrqv duh xqfohdu zlwkrxw dgglwlrqdo lqirupdwlrq rq xqrevhuydeohv
+h1j1/ jryhuqphqw*v w|sh,1

7Wkhuh lv d odujh hpslulfdo olwhudwxuh rq srolwlfdo exvlqhvv f|fohv/ gdwlqj edfn wr Qrugkdxv
+4<:8,/ PfUdh +4<::,/ Kleev/ +4<::,/ dqg Wxiwh +4<:;,1 Prvw ri wklv olwhudwxuh lv rq X1V1
gdwd1 Dohvlqd dqg Urxelql +4<<5, dqg Dohvlqd hw do1 +4<<:, vwxg| hohfwrudo f|fohv dfurvv
RHFG frxqwulhv1 Iru ixwkhu uhihuhqfhv/ vhh Dohvlqd hw do1 +4<<:,1

8Vwxglhv xvlqj gdwd iurp ghyhorslqj frxqwulhv lqfoxgh Eorfn +4<<<,> Pdjorluh +4<<:,> Nkh0
pdql +4<<<,> Nudhphu +4<<:,/ Vfkxnqhfkw +4<<9,1 Qhlwkhu ri wkhvh vwxglhv frpelqh gdwd iurp
ghyhorshg dqg ghyhorslqj frxqwulhv/ dqg uhvwulfw wkh vdpsoh wr d vxevhw ri wkh ghyhorslqj
zruog +iru h{dpsoh Diulfdq frxqwulhv,1
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_�t|h�M�|i_ L?

���

2
c �
2

�
�

�| |�i Mi}�??�?} Lu i@U� Tih�L_c @** U�|�3i?t hiUi��i @? i L}i?L�t �?UL4i +�
BL�ih?4i?| UL?t�4T|�L? �t �?@?Ui_ ��|� @ *�4T�t�4 |@ � � A��t

S| ' + � � | � E2�

A�i TL*�|�U�@?t ET@h|�it� @hi @tt�4i_ |L _ih��i �|�*�|) uhL4 UL?t�4T|�L?
}LL_t �? |�i t@4i �@) @t L|�ih U�|�3i?t� OL�i�ihc @t �? +L}Lg E�bbf� @?_
L|�ihtc �i @*tL @tt�4i |�@| Mi�?} �? TL�ih ThL��_i |�i TL*�|�U�@? ��|� @__�|�L?@*
Ri}L hi?|t� Lu f| ' f : f Tih Tih�L_ �? L�Ui� ì U@? UL?UiT|�@*�3i |�iti i}L
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56Rqo| JPP uhvxowv duh uhsruwhg1 ROV dqg IH hvwlpdwlrqv surgxfh txdolwdwlyho| vlplodu
uhvxowv +dydlodeoh xsrq uhtxhvw,1

57Zh xvh wzr whvwv wr h{dplqh li wkh hohfwlrq h�hfw gl�huv dfurvv vdpsohv1 Lq wkh �uvw whvw zh
lqfoxgh dq lqwhudfwlrq whup ri HOH dqg wkh ghyhorsphqw gxpp| GHY lq wkh ehqfkpdun uh0
juhvvlrq1 Wkh frh�flhqw rq wkh lqwhudfwlrq whup fdswxuhv wkh dgglwlrqdo lpsdfw wkdw hohfwlrqv
lq ghyhorshg frxqwulhv kdyh yhuvxv wkdw lq ghyhorslqj frxqwulhv1 Qrwh/ e| frqvwuxfwlrq/ wkh
gl�huhqfhg hohfwlrq dqg lqwhudfwlyh whupv duh kljko| froolqhdu1 Wklv uhvxowlqj pxowlfroolqhdulw|
sureohp pdvnv wkh lqglylgxdo h�hfwv ri wkh wzr yduldeohv +wkh yduldqfhv ri wkh frh�flhqwv zloo
eh lqfruuhfwo| hvwlpdwhg/ wkrxjk wkh srlqw hvwlpdwru ri wkh wzr uhjuhvvruv duh vwloo frqvlvwhqw,/
exw grhv qrw d�hfw wkhlu mrlqw h�hfw +Zdog whvw,1 Wkh srrohg uhjuhvvlrq lpsrvhv wkh uhvwulf0
wlrqv wkdw frh�flhqwv rq wkh rwkhu h{sodqdwru| yduldeohv duh wkh vdph iru wkh wzr jurxsv ri
frxqwulhv +dqg frpprq huuru yduldqfh,1 Wklv qhhg qrw eh wkh fdvh lq uhdolw|/ dqg lv qrw wkh
irfxv ri wkh vwxg|1 Wkh vhfrqg whvw zh xvh doorz iru gl�huhqw h�hfwv ri wkh frqwurov e| uxqqlqj
wkh ehqfkpdun uhjuhvvlrq vhsdudwho| iru wkh wzr vxejurxsv1 Zh wkhq whvw wkh k|srwkhvlv wkdw
wkh frh�flhqwv rq wkh hohfwlrq yduldeohv duh wkh vdph1 Zh gh�qh zkdw lv uhsruwhg dv wkh
} vwdwlvwlf= wkh udwlr ri wkh gl�huhqfh ri wkh frh�flhqwv wr wkh hvwlpdwhg dv|pswrwlf vwdq0
gdug huuru ri wklv gl�huhqfh1 Wkh JPP hvwlpdwruv duh dv|pswrwlfdoo| qrupdoo| glvwulexwhg
+Kdqvhq/ 4<;5,1 Dvvxplqj wkdw wkh frh�flhqwv rq wkh hohfwlrq gxpplhv iru wkh wzr vxejurxsv
duh lqghshqghqw/ wkh } vwdwlvwlf zloo dovr eh dv|pswrwlfdoo| qrupdo1
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Table A.1: Number of Elections between 1975-1995, by Country.

Albania 1 Gambia,Thea 3 Nigeriaa,b
2

Algeria 3 Germanya,b 6 Norwaya,b 5
Angola 1 Ghanaa,b 2 Pakistana,b 3
Argentinaa,b 3 Greecea,b 5 Panamaa,b 3
Australiaa,b 6 Grenadaa 3 PapuaNewGuineaa,b 4
Austriaa,b 6 Guatemalaa,b 4 Paraguaya,b 4
Bahamas,Thea,b 4 Guinea 2 Perua,b 4
Bangladesha,b 3 Guinea-Bissaua 1 Philippinesa,b 3
Barbadosa,b 5 Guyanaa,b 3 Portugala,b 6
Belgiuma,b 6 Hondurasa,b 3 Romaniaa,b 2
Belizea 3 Hungarya,b 1 Rwandaa 3
Benin 3 Icelanda,b 5 Samoa 6
Boliviaa,b 4 Indiaa,b 5 Senegala 4
Botswanaa,b 4 Indonesiaa,b 4 SierraLeonea,b 2
Brazila,b 2 Iran,IslamicRep.a,b 2 Singaporea,b 5
BurkinaFasoa,b 2 Irelanda,b 5 SlovakRepublic 2
Burundia,b 2 Israela,b 5 Slovenia 1
Cameroona 5 Italya,b 5 SolomonIslandsa,b 4
Canadaa,b 4 Jamaicaa,b 5 Spaina,b 5
CapeVerde 2 Japana,b 5 SriLankaa,b 3
CentralAfricanRep 2 Kazakhstan 2 St.Luciaa 4
Chada,b 1 Kenyaa,b 4 Sudana 2
Chilea,b 2 Korea,Rep.a,b 2 Surinamea,b 1
Colombiaa,b 5 Liberiaa,b 2 Swedena,b 7
Comorosa 3 Lithuania 1 Switzerlanda,b 6
Congo,Dem.Rep.a 2 Luxembourga,b 4 SyrianArabRepa,b 3
Congo,Rep.a 3 Madagascara 4 Tanzania 5
CostaRicaa,b 5 Malawia,b 1 Thailanda,b 4
Coted’Ivoire 5 Malaysiaa,b 5 Togoa,b 2
Cyprusa,b 3 Maldivesa,b 4 TrinidadandTobagoa,b 4
Denmarka,b 8 Malia,b 3 Tunisiaa,b 2
Djiboutia 2 Maltaa,b 4 Turkeya 3
DominicanRepa,b 5 Mauritaniaa 1 Turkmenistan 2
Ecuadora,b 4 Mauritiusa,b 4 Ukraine 2
Egypt,ArabRep.a,b 3 Mexicoa,b 4 UnitedKingdoma,b 4
ElSalvadora,b 4 Mozambique 1 UnitedStatesa,b 5
EquatorialGuinea 1 Nepala,b 3 Uruguaya,b 3
Fijia,b 3 Netherlandsa,b 6 Vanuatua 3
Finlanda,b 5 NewZealanda,b 7 Venezuelaa,b 4
Francea,b 5 Nicaraguaa,b 2 Zambiaa,b 4
Gabona 3 Nigera 2 Zimbabwea,b 4

Superscript a means that the country is included in the fixed effects regression of deficit (sufficient
data available)
Superscript b means that the country is included in the GMM regression of deficit (sufficient data
available)
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Table A2: Descriptive Statistics of the Macroeconomics Variables

    Mean Std. Dev. NOB

All -4.2 6.1 1883
Government Surplus Income=1 -4.0 4.8 580

Income=0 -4.3 6.6 1303

All 23.7 11.0 1844
Government Revenue Income=1 30.3 10.4 568

Income=0 20.7 9.9 1276

All 15.7 6.4 1871
Government Consumption Income=1 18.7 6.0 371

Income=0 14.9 6.2 1500

Table A3: Descriptive Statistics of the Institutional Variables

Mean Std. Dev. Min Max NOB

All 29.69 11.57 7.33 50 1875
Rents Income=1 44.08 6.35 23.33 50 548

Income=0 23.74 7.19 7.33 45.67 1327

All 0.183 0.339 0 2.144 2381
Informed voters Income=1 0.524 0.457 0 2.144 588

Income=0 0.070 0.182 0 1.034 1793

All 0.080 1.865 -2.471 7.313 1862
Sum Income=1 2.336 1.629 -1.088 7.313 548

Income=0 -0.861 0.901 -2.471 3.836 1314

Table A4: Correlation matrix

Rents Informed
voters

Sum GDP

Rents 1

Informed voters 0.624 1

Sum 0.893 0.910 1

ln(GDP) 0.785 0.629 0.781 1
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Table 1. Election and Government Surplusa

Equation  (1)b  (2)c    (3)d  (4)b  (5)c   (6)d

Time 1975-95 1975-95 1975-95 1975-95 1975-95 1975-95
Method OLS FE GMM OLS FE GMM

ELE -0.414 -0.402 -1.005
(.257) (.239) (.210)
[.108] [.093] [.000]

PBC -0.569 -0.532 -0.701
(.163) (.156) (.118)
[.000] [.001] [.000]

F-teste 1.65 1.63
[.000] [.000]

Sarganf 7.86 8.63
[.726] [.656]

Serial corr.g -0.45 -0.25
[.650] [.803]

No. countries 104 104 85 104 104 85
No. obs. 1460 1460 1177 1460 1460 1177
Adj. R2 .67 .60 .67 .60

Notes: (a) Dependent variable is ratio of government surplus to GDP (DE). Full regression: DEit = β1DEi,t-1 +
β2DEi,t-2 + β3DEi,t-3 + γlGDPi,t + γgGROWTHi,t + γeELEi,t + ηi + εi,t not reported. The coefficient estimates on
the lagged dependent variables add up to a value less than unity. Heteroskedastic-consistent standard errors
reported in parentheses, and p-values in brackets. The coefficients on ELE and PBC are multiplied by 100,
thus indicating the percentage-point change in government surplus to GDP. (b) OLS-specification imposes
the restriction ηi =η ∀ i. (c) Country-specific effects not reported in FE-specification. (d) Asymptotic
standard errors, asymptotically robust to heteroskedasticity, are reported in parentheses.  The instruments
used in the GMM regressions are lagged levels (two periods and more) of DE, GDP, and GROWTH for the
differenced equation, and lagged difference (one period) for the level equation. The election dummy is
treated as strictly exogenous. (e) F-test is an F test of the null hypothesis that all country-specific effects in
the FE-specification are equal, with p-values reported in brackets. (f) Sargan is a test of the over-identifying
restrictions, asymptotically distributed as χ2 under the null of instrument validity, with p-values reported in
brackets. (g) Serial corr. is a test for second-order serial correlation in the first-difference residuals,
asymptotically distributed as N(0,1) under the null of no serial correlation, with p-values reported in
brackets.
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Table 2. Election and Government Tax Revenuesa

Equation  (1)b  (2)c    (3)d  (4)b  (5)c   (6)d

Time 1975-95 1975-95 1975-95 1975-95 1975-95 1975-95
Method OLS FE GMM OLS FE GMM

ELE -0.476 -0.474 -0.401
(.183) (.167) (.135)
[.009] [.005] [.003]

PBC -0.365 -0.330 -0.247
(.106) (.098) (.068)
[.001] [.001] [.000]

F-teste 2.38 2.37
[.000] [.000]

Sarganf 9.17 10.4
[.606] [.492]

Serial corr.g 0.22 0.82
[.829] [.413]

No. countries 102 102 86 102 102 86
No. obs. 1433 1433 1162 1433 1433 1162
Adj. R2 .95 .94 .95 .94

Notes: (a) Dependent variable is ratio of government tax revenue to GDP (RE). Full regression: REit =
β1REi,t-1 + β2REi,t-2 + β3REi,t-3 + γlGDPi,t + γgGROWTHi,t + γeELEi,t + ηi + εi,t not reported. The coefficient
estimates on the lagged dependent variables add up to a value less than unity. Heteroskedastic-consistent
standard errors reported in parentheses, and p-values in brackets. The coefficients on ELE and PBC are
multiplied by 100, thus indicating the percentage-point change in government surplus to GDP. (b) OLS-
specification imposes the restriction ηi =η ∀ i. (c) Country-specific effects not reported in FE-specification.
(d) Asymptotic standard errors, asymptotically robust to heteroskedasticity, are reported in parentheses.  The
instruments used in the GMM regressions are lagged levels (two periods and more) of RE, GDP, GROWTH
for the differenced equation, and lagged difference (one period) for the level equation. The election dummy
is treated as strictly exogenous. (e) F-test is an F test of the null hypothesis that all country-specific effects in
the FE-specification are equal, with p-values reported in brackets. (f) Sargan is a test of the over-identifying
restrictions, asymptotically distributed as χ2 under the null of instrument validity, with p-values reported in
brackets. (g) Serial corr. is a test for second-order serial correlation in the first-difference residuals,
asymptotically distributed as N(0,1) under the null of no serial correlation, with p-values reported in
brackets.
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Table 3. Election and Government Spendinga

Equation  (1)b  (2)c    (3)d  (4)b  (5)c   (6)d

Time 1975-95 1975-95 1975-95 1975-95 1975-95 1975-95
Method OLS FE GMM OLS FE GMM

ELE -0.019 -0.025 0.454
(.262) (.256) (.249)
[.943] [.922] [.068]

PBC 0.208 0.179 0.333
(.177) (.167) (.152)
[.242] [.283] [.028]

F-teste 2.48 2.48
[.000] [.000]

Sarganf 10.01 9.57
[.530] [.570]

Serial corr.g 0.428 0.74
[.668] [.459]

No. countries 102 102 84 102 102 84
No. obs. 1443 1443 1161 1443 1443 1161
Adj. R2 .90 .90 .90 .90

Notes: (a) Dependent variable is ratio of government spending to GDP (EX). Full regression: EXit = β1EXi,t-1

+ β2EXi,t-2 + β3EXi,t-3 + γlGDPi,t + γgGROWTHi,t + γeELEi,t + ηi + εi,t not reported. The coefficient estimates
on the lagged dependent variables add up to a value less than unity. Heteroskedastic-consistent standard
errors reported in parentheses, and p-values in brackets. The coefficients on ELE and PBC are multiplied by
100, thus indicating the percentage-point change in government surplus to GDP. (b) OLS-specification
imposes the restriction ηi =η ∀ i. (c) Country-specific effects not reported in FE-specification. (d)
Asymptotic standard errors, asymptotically robust to heteroskedasticity, are reported in parentheses.  The
instruments used in the GMM regressions are lagged levels (two periods and more) for the differenced
equation, and lagged difference (one period or more) for the level equation. The election dummy is treated
as strictly exogenous. (e) F-test is an F test of the null hypothesis that all country-specific effects in the FE-
specification are equal, with p-values reported in brackets. (f) Sargan is a test of the over-identifying
restrictions, asymptotically distributed as χ2 under the null of instrument validity, with p-values reported in
brackets. (g) Serial corr. is a test for second-order serial correlation in the first-difference residuals,
asymptotically distributed as N(0,1) under the null of no serial correlation, with p-values reported in
brackets.
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Table 4. Election and Government Surplus in Developed and Developing Countriesa

Equation (1) (2) (3)   (4) (5) (6)
Time 1975-95 1975-95 1975-95 1975-95 1975-95 1975-95
Sample Developed Developing Pooled Developed Developing Pooled

Method GMM GMM GMM GMM GMM GMM

ELE -0.625 -1.318 -1.257
(.188) (.307) (.295)
[.001] [.000] [.000]

PBC -0.359 -0.954 -1.030
(.074) (.192) (.188)
[.000] [.000] [.000]

ELE*INC 0.826
(.400)
[.039]

PBC*INC 0.686
(.253)
[.007]

z-testb 1.93 2.89
[.03] [.00]

Waldc 20.93 38.07
[.000] [.000]

Sargand 16.7 6.60 13.1 12.7 6.52 9.09
[.116] [.830] [.365] [.311] [.837] [.696]

Serial corr.e -0.20 -0.42 -0.48 -0.12 -0.25 -0.03
[.844] [.674] [.628] [.901] [.799] [.979]

No. countries 27 58 85 27 58 85
No. obs. 406 771 1177 406 771 1177

Notes: (a) Dependent variable is ratio of government surplus to GDP (DE). Full regression: DEit = β1DEi,t-1 +
β2DEi,t-2 + β3DEi,t-3 + γlGDPi,t + γgGROWTHi,t + γeELEi,t + γiELE*INCi,t + ηi + εi,t not reported. The
coefficient estimates on the lagged dependent variables add up to a value less than unity. The coefficients on
ELE and PBC are multiplied by 100, thus indicating the percentage-point change in government surplus to
GDP.  Asymptotic standard errors, asymptotically robust to heteroskedasticity, are reported in parentheses,
and p-values in brackets.  The instruments used in the GMM regressions are lagged levels (two periods and
more) of DE, GDP, and GROWTH for the differenced equation, and lagged difference (one period) for the
level equation. The election dummy is treated as strictly exogenous. (b) z-test is a test of the hypothesis that
the coefficients on ELE (and PBC) in the two samples (developing and developed countries) are equal,
distributed as N(0,1) under the null of equal coefficients, with p-values reported in brackets.  (c) Wald is a
test of the linear restriction that the sum of the coefficients on ELE and ELE*INC (PBC and PBC*INC) are
equal to zero, asymptotically distributed as χ2 under the null that the linear restriction holds, with p-values
reported in brackets. (d) Sargan is a test of the over-identifying restrictions, asymptotically distributed as χ2

under the null of instrument validity, with p-values reported in brackets. (e) Serial corr. is a test for second-
order serial correlation in the first-difference residuals, asymptotically distributed as N(0,1) under the null of
no serial correlation, with p-values reported in brackets.
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Table 5. Election and Government Tax Revenue in Developed and Developing Countriesa

Equation (1) (2) (3)   (4) (5) (6)
Time 1975-95 1975-95 1975-95 1975-95 1975-95 1975-95
Sample Developed Developing Pooled Developed Developing Pooled

Method GMM GMM GMM GMM GMM GMM

ELE -0.396 -0.398 -0.326
(.123) (.183) (.209)
[.001] [.029] [.119]

PBC -0.208 -0.255 -0.208
(.077) (.099) (.093)
[.007] [.010] [.025]

ELE*INC -0.165
(.278)
[.554]

PBC*INC 0.094
(.127)
[.459]

z-testb 0.01 0.37
[.50] [.36]

Waldc 10.05 15.66
[.005] [.000]

Sargand 14.0 9.43 9.16 13.55 10.05 10.54
[.233] [.583] [.689] [.259] [.526] [.569]

Serial cor.e 0.68 0.69 0.25 0.63 0.33 0.76
[.495] [.490] [.803] [.531] [.739] [.445]

No. countries 26 60 86 26 60 86
No. obs. 393 769 1162 393 769 1162

Notes: (a) Dependent variable is ratio of government tax revenue to GDP (RE). Full regression: REit =
β1REi,t-1 + β2REi,t-2 + β3REi,t-3 + γlGDPi,t + γgGROWTHi,t + γeELEi,t + γiELE*INCi,t + ηi + εi,t not reported.
The coefficient estimates on the lagged dependent variables add up to a value less than unity. The
coefficients on ELE and PBC are multiplied by 100, thus indicating the percentage-point change in
government surplus to GDP.  Asymptotic standard errors, asymptotically robust to heteroskedasticity, are
reported in parentheses, and p-values in brackets.  The instruments used in the GMM regressions are lagged
levels (two periods and more) of DE, GDP, and GROWTH for the differenced equation, and lagged
difference (one period) for the level equation. The election dummy is treated as strictly exogenous. (b) z-test
is a test of the hypothesis that the coefficients on ELE (and PBC) in the two samples (developing and
developed countries) are equal, distributed as N(0,1) under the null of equal coefficients, with p-values
reported in brackets.  (c) Wald is a test of the linear restriction that the sum of the coefficients on ELE and
ELE*INC (PBC and PBC*INC) are equal to zero, asymptotically distributed as χ2 under the null that the
linear restriction holds, with p-values reported in brackets. (d) Sargan is a test of the over-identifying
restrictions, asymptotically distributed as χ2 under the null of instrument validity, with p-values reported in
brackets. (e) Serial corr. is a test for second-order serial correlation in the first-difference residuals,
asymptotically distributed as N(0,1) under the null of no serial correlation, with p-values reported in
brackets.
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Table 6. Election and Government Spending in Developed and Developing Countriesa

Equation   (1) (2)    (3)   (4) (5)  (6)
Time 1975-95 1975-95 1975-95 1975-95 1975-95 1975-95
Sample Developed Developing Pooled Developed Developing Pooled

Method GMM GMM GMM GMM GMM GMM

ELE 0.062 0.657 0.662
(.231) (.338) (.363)
[.788] [.052] [.068]

PBC 0.087 0.518 0.587
(.123) (.236) (.246)
[.477] [.028] [.017]

ELE∗INC -0.477
(.432)
[.268]

PBC∗INC -0.469
(.260)
[.072]

z-testb 1.45 1.62
[.07] [.05]

Waldc 3.49 6.21
[.175] [.045]

Sargand 11.46 6.57 14.43 10.93 8.12 9.10
[.406] [.833] [.274] [.449] [.702] [.695]

Serial cor.e -0.56 0.44 0.28 -0.53 0.69 0.84
[.575] [.660] [.776] [.597] [.491] [.402]

No. countries 27 57 84 27 57 84
No. obs. 410 751 1161 410 751 1161

Notes: (a) Dependent variable is ratio of government expenditures to GDP (EX). Full regression: EXit =
β1EXi,t-1 + β2EXi,t-2 + β3EXi,t-3 + γlGDPi,t + γgGROWTHi,t + γeELEi,t + γiELE*INCi,t + ηi + εi,t not reported.
The coefficient estimates on the lagged dependent variables add up to a value less than unity. The
coefficients on ELE and PBC are multiplied by 100, thus indicating the percentage-point change in
government surplus to GDP.  Asymptotic standard errors, asymptotically robust to heteroskedasticity, are
reported in parentheses, and p-values in brackets.  The instruments used in the GMM regressions are lagged
levels (two periods and more) for the differenced equation, and lagged difference (one period) for the level
equation. The election dummy is treated as strictly exogenous. (b) z-test is a test of the hypothesis that the
coefficients on ELE (and PBC) in the two samples (developing and developed countries) are equal,
distributed as N(0,1) under the null of equal coefficients, with p-values reported in brackets.  (c) Wald is a
test of the linear restriction that the sum of the coefficients on ELE and ELE*INC (PBC and PBC*INC) are
equal to zero, asymptotically distributed as χ2 under the null that the linear restriction holds, with p-values
reported in brackets. (d) Sargan is a test of the over-identifying restrictions, asymptotically distributed as χ2

under the null of instrument validity, with p-values reported in brackets. (e) Serial corr. is a test for second-
order serial correlation in the first-difference residuals, asymptotically distributed as N(0,1) under the null of
no serial correlation, with p-values reported in brackets.
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Table 7. Election and Government Surplus conditional on rents of being in power and
share of informed votersa

Equation   (1) (2)    (3)   (4) (5)  (6)
Time 1975-95 1975-95 1975-95 1975-95 1975-95 1975-95
Method GMM GMM GMM GMM GMM GMM

ELE -2.626 -1.396 -2.483
(.641) (0.299) (0.634)
[.000] [.000] [.000]

PBC -1.451 -0.840 -1.637
(.390) (.190) (.366)
[.000] [.000] [.000]

ELE∗rents 0.049 0.048
(0.016) (.018)
[.002] [.008]

ELE∗informed 1.206 -0.084
         voters (0.398) (.397)

[.002] [.832]
PBC*rents 0.028 0.039

(.009) (.010)
[.003] [.000]

PBC∗informed 0.592 -0.324
          voters (.254) (.217)

[.020] [.135]

Waldb 27.86 23.68 26.87 20.03 28.25 30.59
[.000] [.000] [.000] [.000] [.000] [.000]

Sarganc 15.45 8.36 15.00 13.75 7.62 17.55
[.492] [.937] [.823] [.617] [.959] [.677]

Serial corr.d 0.53 -0.39 0.51 0.36 -0.18 0.23
[.595] [.697] [.611] [.720] [.854] [.818]

No. countries 73 84 73 73 84 73
No. obs. 995 1153 994 995 1153 994

Notes: (a) Dependent variable is ratio of government surplus to GDP (DE). Full regression: DEit = β1DEi,t-1 +
β2DEi,t-2 + β3DEi,t-3 + γlGDPi,t + γgGROWTHi,t + γeELEi,t + γerELE*RENTSi,t + γeiELE*INFORMEDi,t +
γrRENTSi,t + γiINFORMEDi,t + ηi + εi,t not reported.  The coefficient estimates on the lagged dependent
variables add up to a value less than unity. The coefficients on ELE and PBC are multiplied by 100, thus
indicating the percentage-point change in government surplus to GDP.  Asymptotic standard errors,
asymptotically robust to heteroskedasticity, are reported in parentheses, and p-values in brackets.  The
instruments used in the GMM regressions are lagged levels (two periods and more) of DE, GDP, and
GROWTH for the differenced equation, and lagged difference (one period) for the level equation. The
election dummy is treated as strictly exogenous. (b) Wald is a test of the linear restriction that the sum of the
coefficients on the election and interaction variables are equal to zero, asymptotically distributed as χ2 under
the null that the linear restriction holds, with p-values reported in brackets. (c) Sargan is a test of the over-
identifying restrictions, asymptotically distributed as χ2 under the null of instrument validity, with p-values
reported in brackets. (d) Serial corr. is a test for second-order serial correlation in the first-difference
residuals, asymptotically distributed as N(0,1) under the null of no serial correlation, with p-values reported
in brackets.
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Table 8. Conditional Political Budget Cyclesa

Equation   (1) (2)    (3)   (4) (5)  (6)
Time 1975-95 1975-95 1975-95 1975-95 1975-95 1975-95
Dep. Variable DE DE RE RE EX EX
Method GMM GMM GMM GMM GMM GMM

ELE -1.121 -0.363 0.501
(.243) (.143) (.295)
[.000] [.010] [.089]

PBC -0.674 -0.189 0.444
(.174) (.082) (.196)
[.000] [.021] [.024]

ELE∗SUM 0.241 -0.000 -0.237
(.084) (.060) (.121)
[.004] [.999] [.051]

PBC∗SUM 0.151 -0.015 -0.166
(.058) (.032) (.068)
[.010] [.647] [.015]

Waldb 21.63 15.29 9.03 9.49 3.94 6.22
[.000] [.000] [.011] [.009] [.139] [.045]

Sarganc 14.25 8.79 15.25 13.32 18.38 17.62
[.580] [.922] [.506] [.649] [.302] [.347]

Serial corr.d 0.315 0.324 0.801 0.680 -0.037 0.450
[.753] [.746] [.423] [.496] [.971] [.652]

No. countries 73 73 74 74 73 73
No. obs. 994 994 981 981 977 977

Notes: (a) Dependent variable is ratio of government surplus to GDP (DE) in columns (1)-(2); ratio of
government revenues to GDP (RE) in columns (3)-(4); ratio of government expenditures to GDP (EX) in
columns (5)-(6). Full regression: Yit = β1Yi,t-1 + β2Yi,t-2 + β3Yi,t-3 + γlGDPi,t + γgGROWTHi,t + γeELEi,t +
γesELE*SUMi,t + γsSUMi,t + ηi + εi,t, where Y=[DE RE EX] is not reported.  The coefficient estimates on the
lagged dependent variables add up to a value less than unity. The coefficients on ELE and PBC are
multiplied by 100, thus indicating the percentage-point change in government surplus to GDP.  Asymptotic
standard errors, asymptotically robust to heteroskedasticity, are reported in parentheses, and p-values in
brackets.  The instruments used in the GMM regressions are lagged levels (two periods and more) of DE,
GDP, and GROWTH for the differenced equation, and lagged difference (one period) for the level equation.
The election dummy is treated as strictly exogenous. (b) Wald is a test of the linear restriction that the sum
of the coefficients on ELE and ELE*SUM (PBC and PBC*SUM) are equal to zero, asymptotically
distributed as χ2 under the null that the linear restriction holds, with p-values reported in brackets. (c) Sargan
is a test of the over-identifying restrictions, asymptotically distributed as χ2 under the null of instrument
validity, with p-values reported in brackets. (d) Serial corr. is a test for second-order serial correlation in the
first-difference residuals, asymptotically distributed as N(0,1) under the null of no serial correlation, with p-
values reported in brackets.
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Table 9. Election and Government Surplus: Robustness testsa

Equation   (1)   (2)   (3)   (4)
Time 1975-95 1975-95 1975-95 1975-95
Method GMM GMM GMM GMM

ELE -0.952 -0.952 -0.980 -0.984
(.313) (.313) (.209) (.242)
[.002] [.002] [.000] [.000]

War -0.377
(.247)
[.128]

Crises -0.632
(.303)
[.037]

ELE∗sum 0.287
(.140)
[.040]

ELE*democracy 0.280
(.134)
[.037]

ELE*INC -0.297 0.013

(.615) (.201)

[.629] [.950]

Waldb 16.16 15.90
[.000] [.000]

Sarganc 15.33 12.87 9.74 16.06
[.572] [.745] [.639] [.188]

Serial corr.d 0.29 0.08 .05 -1.44
[.770] [.932] [.959] [.151]

No. countries 73 70 85 81

No. obs. 994 952 1177 1022

Notes: Dependent variable is ratio of government surplus to GDP (DE).
See footnotes of Table 8.
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Figure 1. Estimated political budget cycles

 Note: Based on benchmark regression reported in Table 1 column (3) with elealt as
election indicator. All control variables are evaluated at their means.

Figure 2. Estimated political budget cycles in developing and developed countries (pooled
sample)

Note: Based on regression reported in Table 4 columns (3) with elealt as election
indicator. All control variables are evaluated at their means.

Figure 3. Estimated political budget cycles in developing and developed countries
(pooled sample)

 Note: Based on regressions reported in Table 4 columns (1) and (2) with elealt as
election indicator. All control variables are evaluated at their means.

Election timing

Government suplus to GDP

Election timing

Government suplus to GDP

Government suplus to GDP

Election timing

-0.06

-0.05

-0.04

-0.03

-0.02

0 0 0 0 0 0 0 0 1 0 0 0 0 0 0 0 0 1 0 0 0 0

Developed countries Developing countries

-0.06

-0.05

-0.04

-0.03

-0.02

0 0 0 0 0 0 0 0 1 0 0 0 0 0 0 0 0 1 0 0 0 0

Developed countries Developing countries

-0.045

-0.04

-0.035

-0.03

-0.025

1 0 0 0 0 0 0 0 0 1 0 0 0 0 0 0 0 0 1 0 0 0 0



41

Figure 4. Estimated political budget cycles in Latin America and Sub-Saharan Africa
(separate regressions)

 Note: Benchmark specification estimated on relevant sample with elealt as election
indicator. All control variables are evaluated at their means.

Figure 5. Estimated political budget cycles conditional on institutional index

Note: Based on regression reported in Table 8 column (1) with elealt as election
indicator. All control variables are evaluated at their means.

Government suplus to GDP

-0.06

-0.055

-0.05

-0.045

-0.04

-0.035

-0.03

1 0 0 0 0 0 0 0 0 1 0 0 0 0 0 0 0 0 1 0 0 0 0

High income Sub-Saharan Africa Latin America

Election timing

Election timing

Government suplus to GDP

-0.06

-0.05

-0.04

-0.03

-0.02

1 0 0 0 0 0 0 0 0 1 0 0 0 0 0 0 0 0 1 0 0 0

Mean composite (sum) index
I st.d. below  mean of composite (sum) index


