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Abstract: Shi and Svensson (2006) and Brender and Drazen (2005) have argued that advanced 

industrialized countries are immune to fiscal electioneering. I challenge this conclusion with an 

empirical study of electoral cyclicality in 15 member countries of the Economic and Monetary 

Union (EMU) from 1980 to 2007. The analysis reveals strong and robust electoral effects on 

deficits and expenditures that have regained intensity following a short-lived suppression in the 

run-up to monetary union during the 1990s. However, fiscal electioneering is contained by 

transparent budgeting practices and fiscal rules that constrain annual budgets. I conclude that a 

focus on the conditioning role of budget institutions should be central to further research, and 

that empirical work with highly heterogeneous samples should pay more attention to 

identifying which countries drive the results. In terms of policy, the analysis endorses the 

renewed efforts by international organizations to strengthen budgetary procedures. 
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Two widely cited studies conclude that electoral budget cycles afflict mostly developing 

nations (Shi and Svensson 2006) and recently democratized countries (Brender and Drazen 

2005). These findings contradict previous work that detects significant electoral effects on 

fiscal policy in the industrialized democracies (Alesina et al. 1992, Franzese 1999), including 

European Union (EU) countries (Hallerberg and Strauch 2002). Moreover, it is unclear how 

these findings relate to a body of literature that highlights the conditionality of electoral cycles 

on institutional arrangements such as constitutional features (Chang 2006, Persson and 

Tabellini 2003) and budgetary practices (Alt and Lassen 2006a, Alt and Rose 2007). This paper 

answers two related questions. First, do the data confirm that industrialized democracies are no 

longer afflicted by electoral budget cycles? Second, what is the role of institutional context in 

explaining the absence or presence of electoral cyclicality in these countries? To answer these 

questions, the paper presents the most comprehensive empirical analysis to date of electoral 

budget cycles in the Economic and Monetary Union (EMU), drawing on a balanced panel 

dataset of its 15 original member countries over the years 1980 to 2007. The benefits of this 

focus include an unusually high degree of comparability of countries, in the context of cross-

national studies, and access to particularly rich data on budget institutions. 

 

The analysis confirms a highly robust direct negative effect of elections on the general 

government budget balance in EMU countries, largely driven by spending increases. Moreover, 

electoral budget cycles (re-)gained in strength over the past decade. These findings challenge 

the argument that industrialized democracies are immune to such cycles. I turn to the literature 

on context-conditional budget cycles to explore why this might be the case. I find no evidence 

that the effect of elections is conditional on constitutional features, but budget transparency and 
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fiscal rules can dampen electoral cyclicality. The paper is structured as follows: I commence 

with a brief review of the empirical puzzle, which highlights the contradictory findings on 

electoral cyclicality in industrialized democracies. I describe my data and methods in section 

two, and report the main results in section three. Sections four and five discuss the findings in 

the context of the literature on context-conditional electoral budget cycles, with a focus on 

constitutional features and budget institutions, respectively. The conclusion summarizes the 

implications for further research and policy. 

 

 

1. The empirical puzzle 

 

The literature on electoral budget cycles is extensive and has undergone a series of refinements 

(for reviews, see Franzese 2002, Drazen 2000). Initial research focused on the manipulation of 

economic outcomes by politicians, in particular the trade-off between unemployment and 

inflation (Nordhaus 1975). Empirical work found rather mixed support. For various reasons, 

politicians may not be able to directly manipulate economic outcomes, but they often have 

more direct control over fiscal policy. Already Tufte (1978) identified public expenditures as a 

key tool for electoral manipulation. Early work also assumed that opportunistic politicians 

could repeatedly manipulate myopic voters. Later work introduced rational expectations, but 

only allowed voters to observe government competency with a lag. As a result, incumbents can 

exploit temporary information asymmetry by using deficit spending to make their efficiency 

gains in service delivery appear large (Rogoff and Sibert 1988). The role of information has 

remained central to recent work on electoral cyclicality. The remainder of this section 
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summarizes recent arguments that electoral budget cycles afflict only developing countries and 

new democracies, and highlights that they contradict several studies that find electoral 

cyclicality in an important subset of industrialized democracies: EMU countries. 

 

In a seminal contribution, Brender and Drazen (2005: 1290) argue that the electoral budget 

cycle reflects the “experience and interactions of all actors with the electoral system.” 

Experienced voters know that policy makers have incentives to enhance the appearance of 

economic performance in election years, and as a result fiscal manipulation loses its 

attractiveness. A history of competitive elections thus makes a democracy less susceptible to 

budget cycles. Their empirical work is based on a large sample of 68 countries from 1960 to 

2001, yielding up to 1640 observations. They only include observations that receive a non-

negative Polity score, a measure of democracy, and define the first four competitive elections 

after a country has achieved such a score as coming from a “new” democracy. They detect a 

significant deficit cycle across all observations. However, in separate regressions for “new” and 

“old” democracies, they find no significant electoral cyclicality in “old” democracies while 

cycles in “new” democracies are large and significant. In the latter subsample, deficits increase 

on average by around .7 to more than .8 per cent of GDP depending on the estimator and 

whether transition economies are included (pp. 1276-81). Brender and Drazen (p. 1292) 

conclude that “once a country becomes experienced in electoral politics, the scope for a 

political fiscal cycle at the aggregate level should be diminished, perhaps significantly so.” 

 

A second study by Shi and Svensson (2006) is partly complementary, but adds nuances. They 

use a large panel comprising 85 countries over 21 years, with up to 1204 observations. Shi and 
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Svensson (p. 1374), too, first establish that an electoral cycle exists in the full sample, with an 

average decrease in the budget balance of about 1 per cent of GDP in election years. When they 

proceed to distinguish developed and developing countries, they find electoral cyclicality to be 

limited to the latter group, where the average effect of elections on deficits is even larger. They 

go on to develop a formal argument in which the incentives and ability of politicians to 

manipulate fiscal policy ahead of elections are determined by their rents of remaining in power 

and the share of informed voters. As a proxy for rent-extraction potential, they use perception-

based measures of corruption. Media access, measured as “radios per capita,” is multiplied with 

a subjective assessment of media freedom to yield a proxy for the share of informed voters. 

Several interactive specifications suggest that the effect of elections on deficits is increasing in 

rent-extraction potential and decreasing in the share of informed voters (pp. 1380-5). They 

conclude: “strong institutional constraints on politicians in developed countries leave little 

room for public officials to expropriate public resources for private gains, and the large share of 

informed voters in these countries renders fiscal policy manipulations less effective” (p. 1386). 

 

In stark contrast to these findings, several studies of fiscal performance in the EU detect 

pronounced electoral budget cycles. Hallerberg and Strauch (2002) assess cyclical patterns in 

the public finances of EMU countries, including the effect of elections. Their sample contains 

15 EU member states from 1970 to 1997. They find that central government expenditures grow 

on average 1.2 percentage points faster in election years, with an equivalent estimate of .33 

percentage points with general government data. Only the former coefficient is statistically 

significant at conventional levels (5 per cent). On the revenue side, they estimate that general 

government revenue growth dips by a highly significant .79 percentage points in election years, 
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while the effect with central government data is -.22 but is not significant (see Tables 5 to 8). 

Partly, the difference in the estimated effects with general and central government data may 

reflect differences in sample characteristics due to missing data for central government in 

particular. The authors do not go beyond a standard dummy specification of the electoral effect, 

nor do they address concerns that the timing of elections may not be exogenous. 

 

Buti and van den Noord (2004) investigate the fiscal effect of elections in the early years of 

EMU, covering 11 countries from 1999 to 2002. This yields 44 observations with 13 elections 

(including two elections classified as “early”) during the sample period. They develop a 

measure of discretionary fiscal policy, which strips out growth and inflation-induced changes 

and aims to capture governments’ discretionary behavior against an “unchanged policy” 

baseline (p. 745). They also distinguish pre-election and early election years from “full-blown” 

regular election years. The results suggest that discretionary expenditures increase by between 

.47 and .66 per cent in years with regular elections (p. 752). While this paper makes a useful 

contribution with its attempt to identify the discretionary component of government fiscal 

action, the study has several drawbacks. In particular, the sample is extremely small, and the 

time period allows no conclusions about whether electoral budget cycles have become more or 

less pronounced following the introduction of the common currency. 

 

Mink and de Haan (2006) assess whether electoral budget cycles prevail in 12 Eurozone 

countries between 1999 and 2004, which yields 72 observations with 19 elections.. They find 

that increases in the budget deficit are about 1 per cent of GDP higher in election years when 

they use a simple election dummy (p. 200). With an adjusted measure of elections suggested by 
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Franzese (1999, 2000), which accounts for the timing of elections within the calendar year 

(more on this below), the estimated effect on the change in the budget balance is -.86 per cent 

of GDP. Both estimates are statistically significant at the 1 per cent level. The study has the 

same drawbacks as Buti and van den Noord’s (2004) in terms of sample size and period. In 

addition, the authors do not discuss endogeneity concerns.  

 

This brief overview reveals a profound contradiction in the literature on electoral cycles in 

fiscal policy outcomes. If experience with elections matters, or the share of informed voters and 

the possibility of rent extraction, evidence of continuing and substantively large budget cycles 

in a significant subset of the world’s industrialized democracies is perplexing. With essentially 

universal media access, a free press and decades of experience with the electoral process, the 

conditions prevailing in these countries are least likely to imply fiscal manipulation – if 

Brender and Drazen (2005) and Shi and Svensson (2006) are correct. Given the limitations of 

the empirical studies of EMU members, a necessary first step in resolving this debate is to 

systematically reassess the empirical evidence on electoral cyclicality in EMU countries. 

 

 

2. Data and methods 

 

The analysis in this paper is based on a balanced panel dataset of 15 EMU countries over the 

period 1980 to 2007. With a total of 405 observations, the dataset is larger than in any of the 

previous studies of electoral budget cycles in the EMU. My main dependent variable is the 

general government budget balance. The Treaty of Maastricht imposes a limit on general 
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government deficits of 3 per cent of GDP, which has provided an important reference point for 

public debate on fiscal policy. In addition, I provide estimates for spending, to ascertain the 

relative contribution of revenue and expenditure measures. The literature lacks consensus on 

whether central or general government data are preferable. Central government data can be 

misleading when other parts of the public sector contribute to fiscal outcomes (Woo 2003: 390-

391). Moreover, national and subnational budgets are intertwined (Perotti and Kontopoulos 

2002: 196, Quigley and Rubinfeld 1996). On the other hand, Volkerink and de Haan (2001: 

222) favor central government data when the variables of interest relate closely to national 

government. On balance, the context of EMU leads me to favor general government data, but I 

also report results with equivalent figures for central government. Moreover, various measures 

of fiscal stance are suggested in the literature, including cyclically adjusted balances. However, 

multiple methods for such adjustments exist (Girouard and André 2005, Blejer and Cheasty 

1991) and the resulting data have sometimes proved unreliable (Mink and de Haan 2006: 196). 

I stick to more straightforward measures. 

 

I include a parsimonious set of covariates to account for political and economic conditions. 

First, I use a standard Herfidahl-like measure of partisan fragmentation in the legislature to 

account for the common pool resource problem (Fabrizio and Mody 2006, Volkerink and de 

Haan 2001). I expect this variable, called Fragmentation, to have a negative effect on the 

budget balance and a positive effect on expenditures. I also us a simple measure of the political 

orientation of the prime minister, labeled Left prime minister, to capture partisan budget cycles 

(Hibbs 1977). I conjecture that left-of-centre parties tend towards greater fiscal laxity. This 

generalization is crude and ideology may be less important for public finances now than it once 
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was (Cusack 1999). Nonetheless, it is important to account for partisan budget cycles given 

their importance in the literature (Franzese 2002a). In terms of economic controls, GDP growth 

affects tax receipts and the demand for public services, and captures the effect of the business 

cycle on fiscal policy outcomes (Shi and Svensson 2006). Finally, I account for fiscal inertia 

with a lagged dependent variable (Davis et al. 1966). To ensure that my selection of controls 

does not affect the key results, I also experimented with several alternatives that I discuss 

further below. The main variable of interest, Election, is a dummy set equal to 1 if an election 

occurred in the relevant calendar year, and zero otherwise. The data appendix provides full 

variable definitions, data sources, and selected summary statistics. 

 

[FIGURE 1 ABOUT HERE] 

 

Figure 1 plots all 118 elections held between 1980 and 2007 in the 15 EMU countries, and 

distinguishes scheduled from early elections. Elections are defined as “early” when the Inter-

Parliamentary Union classifies them as having occurred following the “premature dissolution” 

of the relevant legislative body. According to this classification, 62 out of 118 elections were 

held early. Three countries – Finland, Luxembourg and Sweden – had only scheduled elections 

that strictly complied with the electoral period. At the other extreme, in Greece and Ireland 

only two out of ten and nine elections, respectively, took place following the expiry of the full 

electoral term. These statistics suggest that the timing of elections cannot be treated as 

exogenous. One contribution of this paper is to review and systematically apply a range of 

available strategies in order to identify the exogenous effect of elections. 
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A second challenge is to capture precisely when the fiscal effect of an election occurs. Figure 1 

shows that some elections (Denmark in 1984) take place at the very beginning of the year, 

others (Austria in 1995) at the very end. Brender and Drazen (2005: 1288) recognize that the 

timing of the election affects whether the classic dummy model captures primarily pre-election 

or post-election effects. They distinguish elections that took place in the first half of the 

calendar year from those that took place in the second half. Franzese (1999, 2002b) develops a 

more nuanced measure that avoids this potential overlap by distributing the electoral effect 

across the 12-month period preceding the election date, which Mink and de Haan (2006: 198) 

use in their analysis. These are useful robustness checks that I apply here. Few studies, 

however, account for the fact that fiscal data from international organizations is typically 

reported for calendar years, while some governments use a different 12-month accounting 

period (Tarschys 2002). I develop a measure to account for these differences. 

 

Figure 1 also shows that the duration of electoral terms ranges from three years in Sweden (up 

until 1994) to five years in Luxembourg, for instance. The literature offers a variety of 

specifications that make implicit assumptions about the fiscal effects of non-election years. The 

simplest specification uses a single dummy to indicate years in which elections were held (Shi 

and Svensson 2006, Brender and Drazen 2005, Hallerberg and Strauch 2002). The coefficient 

on this variable tests whether election years differ significantly from all non-election years. 

Several recent papers use two-dummy specifications that separate fiscal effects in election 

years and post-election years from all other years, and go on to test whether the fiscal impact of 

election years differs systematically from post-election years (Persson and Tabellini 2003, Alt 

and Lassen 2006a). This still leaves a reference category of years with varying proximity of 
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elections. Other studies of electoral cycles contain specifications that allow the fiscal effect to 

vary across all years of the electoral cycle (Khemani 2004). My analysis systematically applies 

these alternatives. In addition, I also check whether the effect of elections can be assumed to 

have remained constant over the three decades in the sample. 

 

My baseline model of the fiscal policy outcome Y in country i at time t is straightforward: 

 

Yit = !i + "t + #Eit + X$it% + &Yit-1 + 'it 

 

The model allows for a country-specific constant as well as common shocks. E is an indicator 

of elections and X is a vector of control variables. Persistence in fiscal policy is captured with a 

lagged dependent variable and ' is an unobserved error term. I also present alternative 

estimation results. Amongst others, bias may arise from the use of fixed effects in combination 

with a lagged dependent variable for panels with few time periods (Nickell 1981). For most 

regressions, however, the dataset allows me to exploit an average of 27 time periods for the 

within estimator, which is enough not to be greatly worried about Nickell bias. 

 

 

3. Main results 

 

This section presents three main sets of results, dealing with estimation and specification 

issues, as well as concerns that the timing of elections may not be exogenous. I also present a 

selection of robustness checks. The results in Table 1 are obtained with a range of estimators, 
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for both the budget balance and spending, and using the basic Election dummy. I obtain a first 

set of results (columns 1a and 1b) with the random effects (RE) estimator, the classic 

alternative to within estimation. The following two sets of results are based on the fixed effects 

(FE) estimator, both without (columns 2a and 2b) and with year effects (columns 3a and 3b). A 

Hausman test comparing the coefficients in column 1a and 2a yields a statistic of 24.62 (p = 

.0002), so I reject the null hypothesis of no systematic difference in the coefficients. Note that 

this result is not due to the coefficients on the variable of interest (more on this below). An F 

test on the year effects (F = 6.12, p = .0008) confirms the presence of common shocks; their 

inclusion is warranted. I also present General Method of Moments (GMM) estimates (columns 

4a and 4b) with the procedure developed by Arellano and Bond (1991). Studies of electoral 

cycles based on shorter time periods use this approach to guard against Nickell bias (Alt and 

Lassen 2006a, Block 2002). Standard errors are clustered by country. The coefficients on 

Election are significant throughout and highly robust to the method of estimation: The budget 

balance is estimated to deteriorate by almost .7 per cent of GDP in election years, while 

spending increases by more than .4 per cent; approximately two thirds of the effect on the 

budget balance is driven by expenditure increases and the remainder by revenue reductions.  

 

[TABLE 1 ABOUT HERE] 

 

With regard to the covariates, I find that the ideology of the prime minister has no significant 

effect. Cusack (1999) shows that the importance of partisanship for fiscal policy outcomes has 

weakened in recent decades, which is consistent with my results. In contrast, the estimated 

effect of Fragmentation varies with the method of estimation. In the spending regressions, it 
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always has the expected positive sign and it achieves statistical significance at the 10 per cent 

level with random effects (column 1b). In the deficit regressions, the estimates are volatile. The 

coefficient has an unexpected positive sign with random effects (columns 1a), but switches to a 

negative sign and increases in magnitude with fixed effects (column 2a). It achieves 

significance at the 10 per cent level when accounting for common shocks (column 3a) and a 

similar level with the GMM estimator (column 4a). Given the lack of robustness, we should not 

over-interpret these results. Fragmentation may have a more complex relationship with fiscal 

policy outcomes. Finally, the coefficients on Growth have the expected signs and are highly 

significant throughout. I adopt the regressions reported in columns 3a and 3b as a baseline for 

further analysis, but switch to GMM to deal with restricted time periods. 

 

[TABLE 2 ABOUT HERE] 

 

The possibility of governments manipulating the timing of elections may give rise to 

endogeneity bias (Heckelman and Berument 1998). Table 2 reports strategies to deal with this 

problem. Following Shi and Svensson (2006: 1373-1375), I enter separate indicators for 

scheduled and early elections identified in Figure 1 (columns 5a and 5b). The effects of 

scheduled elections are about twice as large as those for early elections and achieve higher 

levels of statistical significance. However, F tests for the balance (F = 1.85, p = .20) and 

spending (F = 1.38, p = .26) regressions fail to reject the null hypothesis that the two 

coefficients are equal. I then enter separate dummies that capture the number of years left in the 

electoral term of the current government, with the required election year as the baseline 

category (Khemani 2002). Compared to the election year, the balance is estimated to be higher 
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and spending lower in all other years (columns 6a and 6b). In the final four columns of Table 2, 

I draw on work by Khemani (2002), who uses the number of years prior to the following 

legally required election as an instrument for actual elections (see also Brender and Drazen 

2005: 1283). The electoral term is constitutionally determined in most countries and extremely 

difficult to manipulate. Hence, the assumption that the number of years left in the current term 

is exogenous to fiscal policy is highly plausible. At the same time, this instrument is correlated 

with the actual incidence of elections, as the relevant first-stage regressions confirm (columns 

7a.i and 7b.i). The coefficients on Election in the second-stage regressions (columns 7a.ii and 

7b.ii) are in line with the earlier results, but larger. 

 

[TABLE 3 ABOUT HERE] 

 

Table 3 investigates the timing of fiscal manipulation in relation to elections. I first adjust for 

the fact that the fiscal year differs from the calendar year in two cases – Sweden prior to 1996 

and the UK over the entire sample period – and attribute the electoral effect proportionately to 

the relevant calendar year (columns 8a and 8b). This adjustment has little effect on the 

coefficients; the misalignment between fiscal data reported for calendar years and the relevant 

accounting periods is small enough not to affect the results. Next, I follow Brender and Drazen 

(2005: 1288-1289) and distinguish elections that fall in the first and second halves of the 

calendar year (columns 9a and 9b). Elections in either half have significant effects, but those in 

the second half have almost double the effect. Brender and Drazen’s (2005) results display a 

similar pattern, although only for their sample of “new democracies” and they find no 

significant effect of elections in the first half of the calendar year. 
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Next, I follow Franzese (1999, 2002b) and assume that fiscal manipulation occurs in the 12-

month period preceding an election (columns 10a and 10b). The coefficients on the variable of 

interest in the two regressions are smaller and imprecise. One reason might be that the structure 

of annual budget processes relative to the fiscal year is intricate and varies greatly across 

countries (Tarschys 2002).
1
 The data support a more straightforward impact in the relevant 

fiscal year. Next, I follow Persson and Tabellini (2003: 252-258; see also Alt and Lassen 

2006a, Block 2002) and test whether pre-election and post-election effects differ systematically 

from other years in the electoral cycle (columns 11a and 11b). There is no evidence of a post-

election effect, but the estimated effect of elections strengthens slightly. Note that the estimates 

in Table 2 (columns 6a and 6b) suggest a different interpretation in the case of the budget 

balance regression, but with a different set of election indicators. The latter specification also 

allows the effect of elections to vary for each year of the electoral term, rather than imposing 

the assumption of a common effect on a basket of years in the reference category. 

 

The final columns of Table 3 revert to the classic dummy specification, but condition its effect 

on the stage of EMU. I distinguish three periods of economic integration, separated by the 

adoption of the Treaty of Maastricht in 1992 and the launch of a common currency in 1999 

(columns 12a and 12b). Prior to the Treaty of Maastricht, elections had large budgetary effects. 

The period between the adoption of the treaty and the introduction of the euro is marked by a 

!
1
 For instance, in the UK the fiscal year starts in April and Parliament only approves the appropriations several 

months later during the summer, while in Germany the fiscal year coincides with the calendar year and budgets are 

typically approved before the end of December of the preceding fiscal year. 
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temporary moderation in electioneering; the coefficients of interest are small and fail to achieve 

statistical significance. Electioneering re-emerged with the common currency; the coefficients 

are similar to pre-Maastricht levels and precisely estimated. These results are compatible with 

previous evidence of election-induced fiscal manipulation during the early years of monetary 

union (Mink and de Haan 2006, Buti and van den Noord 2004, Hallerberg et al. 2009: Table 

7.4). It appears that the Treaty of Maastricht, which imposed limits of 3 per cent of GDP for 

deficits and 60 per cent for the stock of debt, had only a temporary disciplining effect. Buti and 

van den Noord (2004: 741) summarize the incentives of governments once their countries had 

achieved entry to the currency union: “[T]he carrot of entry has been eaten while the stick of 

exclusion has been replaced by the threat of uncertain and delayed sanctions”, engendering “a 

reversal of fiscal behaviour to ‘old habits’ especially in electoral periods.” 

 

[TABLE 4 ABOUT HERE] 

 

Table 4 contains selected robustness checks. Columns 13a and 13b report results for central 

government fiscal outcomes. Second, I exclude Greece from the sample (columns 14a and 

14b), as a string of misreporting scandals has cast doubt on the veracity of its fiscal statistics 

(International Monetary Fund 2005). Following Mink and de Haan (2006), I exclude the three 

non-Eurozone countries (Denmark, Sweden, UK) in columns 15a and 15b, and in columns 16a 

and 16b I exclude countries that Brender and Drazen (2005: Appendix A) classify as “new 

democracies” (Greece, Portugal, Spain). I also experimented with a range of alternative 

controls, including trade openness, unemployment, inflation and measures of demographic 

composition (not reported). None of these changes substantively affect the main results. 
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These findings challenge claims that industrialized democracies should not suffer from 

electoral budget cycles. If Shi and Svensson (2006) were correct, EMU countries – with 

universal media access and media freedom, and comparatively limited opportunities for rent 

extraction – should not exhibit such cycles. The “electoral history” argument by Brender and 

Drazen (2005: 1290) is further undermined by the fact that the evidence for fiscal 

electioneering is most persuasive in the last third of the sample period. One plausible 

explanation for the inconsistency in the empirical results is that their datasets end precisely at 

the point when a substantial share of the industrialized democracies switched to a new set of 

fiscal governance incentives that are more permissive of electioneering. Another possibility is 

that institutional features condition the fiscal effect of elections (Franzese 2002a, Shi and 

Svensson’s 2006: 1386). If 15 EMU countries share certain underlying features that enable 

electoral cycles, an average non-effect for larger samples of industrialized democracies may 

mask a more nuanced conditional relationship. In the remainder of this paper, I explore such 

context-conditional arguments in relation to constitutional features and budget institutions. 

 

 

4. The role of constitutional features 

 

Before discussing the conditioning properties of institutional features, it is helpful to gain a 

deeper understanding of the pattern of results across countries. Figure 2 plots the coefficient 

estimates on Election in country-by-country OLS regressions, obtained by regressing the 

relevant fiscal outcome variable on its lagged value, Election, as well as my standard controls. 
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The electoral effects captured in the panel regression are representative: In more than one third 

(11 out of 15) of the countries are election years associated with a lower balance and higher 

spending than non-election years. Several regressions yield statistically significant point 

estimates with the expected sign, while estimates with the “wrong” sign are imprecise. Overall, 

the averages of the two sets of coefficients in Figure 2 (.49 for the budget balance and .26 for 

spending) understate the electoral effect in the panel. Figure 2 also shows that electoral effects 

vary across these countries. Most striking is the magnitude of fiscal manipulation in Greece, 

with an estimated deterioration of the fiscal balance of 2.33 and an increase in spending of 1.6 

per cent of GDP in election years. Sweden, Finland and France also have particularly 

pronounced electoral effects on deficits. 

 

[FIGURE 2 ABOUT HERE] 

 

One line of research emphasizes the effect of constitutional features on electoral budget cycles. 

Contrasting presidential and parliamentary systems, Persson and Tabellini (2003: 262) find 

significant election-year tax cuts in parliamentary systems, but no significant effects on 

spending and deficits. Moreover, only presidential regimes show significant post-election 

improvements in the budget balance due to both revenue increases and spending cuts. Brender 

and Drazen (2005: 1287) distinguish presidential and parliamentary regimes across subsamples 

of “old” and “new” democracies. They find no significant fiscal effects of elections in the 

established democracies, with the exception of a revenue cycle in parliamentary systems. The 

dataset used here contains only parliamentary democracies. My results differ in that I detect 

significant election-year increases in both spending and deficits, but they are partly consistent 
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with Persson and Tabellini’s (2003: 262) in terms of post-election non-effects, although the 

signs of the reported coefficients differ (columns 11a and 11b). Table 5 summarizes and 

compares the results across these studies. 

 

[TABLE 5 ABOUT HERE] 

 

The constitutional economics literature also considers how electoral systems condition the 

fiscal effect of elections. Proportional systems are said to induce broad-based spending such as 

transfer programs, while majoritarian systems result in spending targeted at individual districts 

(Chang 2008, Persson and Tabellini 2003, Milesi-Ferretti et al. 2002). This compositional 

effect may have aggregate consequences. Persson and Tabellini (2003: 266) provide a four-way 

constitutional split that allows me to compare the effects across electoral systems but focusing 

on democratic countries (narrowly defined) with parliamentary regimes. Looking at the latter 

countries only, they find that with proportional representation expenditures increase by .31 per 

cent of GDP in election years, but that they decrease by .34 per cent with majoritarian 

elections. None of the coefficients are significant at conventional levels. Much of the difference 

is accounted for by spending on social services and welfare. They also find significant revenue 

decreases and insignificant decreases in the budget balance in election years, as well as positive 

effects on the budget balance and negative effects on spending in post-election years, across 

both types of electoral systems. Brender and Drazen (2005: 1286-1287) find a “strong and 

significant cycle in new democracies with proportional systems, but no significant cycle in the 

analogous old democracies.” Their estimates of these effects in “new democracies” approach 1 

per cent of GDP for both deficits and expenditures. 
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My sample includes only two countries – France and the UK – that Persson and Tabellini 

(2003) classify as having majoritarian electoral systems. Figure 2 suggests that the panel results 

provide a good estimate of the fiscal effect of elections in these countries. In each case, the dip 

in the budget balance during election years is noticeable and the coefficients for spending are 

positive (although less pronounced). First, I reran the models reported in columns 11a and 11b 

of Table 3 excluding France and the UK from the sample; the coefficients on Election and Post-

election barely change (not reported). Table 5 summarizes how these findings relate to those 

reported in this paper. I also ran regressions that condition the effect of elections on the type of 

electoral system and found no support for the claim that majoritarian and proportional systems 

differ systematically: The coefficient on the interaction between Election and a dummy for 

majoritarian elections is .15 in the balance regression, with a standard error of .36. In countries 

with proportional systems, the coefficient on Election is .7 (with a standard error of .24) and 

with majoritarian systems .54 (.16). For spending, the interaction gets somewhat closer to 

conventional levels of significance. Possibly, revenue measures are more popular for 

electioneering in majoritarian countries. Given the small number of countries with such 

systems in my dataset, these conditional results should not be over-interpreted. However, note 

that several other studies detect budget cycles under majoritarian elections (Schultz 1995, Blais 

and Nadeau 1992). This debate deserves thorough attention in follow-up work. 

 

The final column of Table 5 reports my overall assessment of the consistency of the findings. 

My results are clearly inconsistent with Brender and Drazen’s (2005), while some are partly 

consistent with Persson and Tabellini’s (2003). However, not a single result is fully replicated 
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across datasets. One reason could be the sample period, as discussed in the previous section. 

Another relates to the sample countries. Persson and Tabellini include a number of small island 

states such as the Bahamas, Barbados and Belize – former UK colonies with parliamentary 

systems and majoritarian elections – that contribute equally to the results as major 

industrialized democracies. Brender and Drazen’s subset of established democracies is less 

diverse, but also includes developing countries such as Papua New Guinea and Trinidad and 

Tobago. It is hardly surprising that my results do not match theirs. Researchers should invest 

greater effort into determining which countries drive average results in datasets that pool very 

heterogeneous sets of countries. Arguably, a statistically significant effect is of less substantive 

interest if it is largely driven by a number of small countries but fails to represent political 

dynamics in countries that are substantively important due to their population size or economic 

output. Moreover, I caution against deriving concrete policy recommendations without 

ensuring that panel data results are broadly representative, and hence appropriate. 

 

 

5. The role of budget institutions 

 

Other work considers the relationship between budget institutions and fiscal performance 

(Hallerberg et al. 2009, Alesina et al. 1999). Some of these studies control for elections 

(Fabrizio and Mody 2006: 712). However, the possibility of an interaction between elections 

and budget institutions is largely ignored, except in a study by Alt and Rose (2007). They find 

no electoral budget cycles in states where balanced budget laws prevent politicians from using 

deficit finance to cover revenue shortfalls, while states without such rules exhibit pronounced 
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electoral fluctuations. There is no cross-national evidence on this relationship. In addition, 

fiscal transparency is said to have a positive effect on budgetary discipline (Alesina and Perotti 

1996: 406). Alt and Lassen (2006a) explore the link between fiscal transparency and electoral 

budget cycles. In their model, transparency affects the probability that voters can observe the 

actual deficit prior to an election, which allows them to evaluate incumbent competency. Since 

deficits are costly, high transparency diminishes the incentives for fiscal manipulation. Using a 

panel of 19 industrialized democracies in the 1990s, they find a difference between pre- and 

post-election fiscal balances of more than 1 per cent of GDP in low-transparency countries, 

while high-transparency countries exhibit no such cycle (Alt and Lassen 2006a: 538). In the 

following, I assess these arguments in the context of this paper. 

 

[TABLE 6 ABOUT HERE] 

 

Not long ago, Alesina and Perotti (1996: 405) lamented the difficulty of measuring fiscal 

transparency. This has changed following the adoption of guidelines by the International 

Monetary Fund (1998) and the Organization for Economic Cooperation and Development 

(OECD 2002), as well as a global campaign of independent non-profit organizations 

(International Budget Partnership 2010). Some academics have also produced measures of 

fiscal transparency (Alt and Lassen 2006b). Table 6 reports several objective measures.
2
 The 

first two are variants of an 11-item index by Alt and Lassen (2006b) that is linked to the 

!
2
 In addition, Hallerberg et al. (2009: Table 3.5) provide a subjective assessment of fiscal transparency. However, 

and admittedly with the benefit of hindsight, I am skeptical about some scores, such as Greece’s classification as 

“fully transparent” for part of the sample period. 
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OECD’s Best Practices for Budget Transparency. The Open Budget Index (2010) is a more 

extensive 92-item measure that captures the public availability of fiscal information across 

eight types of budget documents similar to those recommended by the OECD. Finally, I report 

the number of incidents of “fiscal gimmicky” identified by Koen and van den Noord (2005).
3
 

The latter serves as a proxy for the quality of fiscal reporting, but may also be an effect of 

transparency practices (Milesi-Ferretti 2003). All measures are correlated as expected (around 

.7 in absolute terms). The two indices by Alt and Lassen are very strongly correlated (.96), so I 

work with the second version to maximize sample size. 

 

[TABLE 7 ABOUT HERE] 

 

[FIGURE 3 ABOUT HERE] 

 

What is the role of budget transparency in accounting for electoral cyclicality in the EMU? 

According to the data in Table 6, three of the four top scorers on Alt and Lassen’s measures 

(New Zealand, the United States, Australia) are not part of the sample. If the sample contains 

comparatively low-transparency countries, this may explain the direct effect of elections in the 

preceding analysis. However, the Open Budget Index does rank some EMU countries as having 

!
3
 Koen and van den Noord (2005: 6-7) define fiscal gimmickry as one-off measures and creative accounting. The 

former “refer to government decisions of a non-recurrent nature. They affect general government net lending or 

borrowing in a given year or for a few years, but not permanently, at least to a first approximation.” Examples 

include privatization or the acceleration of tax intakes. Creative accounting refers to “the more or less unorthodox 

treatment of operations involving the general government, which affects the fiscal balance or public debt but not, 

or far less, government net worth. This may reflect ‘opportunistic’ accounting or simply ‘incorrect’ imputation.” 
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very high budget transparency: France and the United Kingdom are tied with the third-highest 

score in this 94-country ranking.
4
 Table 7 reports the interactive results and Figure 3 evaluates 

the fiscal effects of elections over the sample range of each conditioning variable, which are 

standardized to a theoretical range between zero and 1. These measures are time-invariant and 

based on data collected in the second half of the sample period, so I omit the 1980s from the 

sample and resort to GMM estimation to guard against Nickell bias. I obtained substantively 

similar results with the fixed effects estimator (not reported). 

 

At low transparency levels, according to Alt and Lassen (columns 17a and 17b) and the Open 

Budget Index (columns 18a and 18b), electoral cycles are large and statistically significant. 

With increasing transparency, the electoral effect diminishes and ultimately becomes 

indistinguishable from zero. Similarly, low levels of fiscal gimmickry suppress electoral 

cyclicality, but there are large cycles with extreme levels of gimmickry (columns 19a and 19b). 

Overall, these results are in line with Alt and Lassen’s (2006a), but the interaction is somewhat 

weaker. It is important to note, however, that the sample excludes several high-transparency 

countries that are not part of the EMU, so that it provides a particularly tough test for the 

transparency hypothesis. The fact that the interaction still shows up with these data suggests 

that transparency does indeed have an essential role in conditioning electoral cyclicality. 

 

[FIGURE 4 ABOUT HERE] 

 

!

" Only New Zealand and South Africa achieve higher scores. 
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The final four columns in Table 7 examine how fiscal targets and rules affect electoral budget 

cycles in a cross-national setting. I use two measures that relate to those used by Alt and Rose 

(2007) and for which the literature on fiscal performance leads me to expect that they dampen 

electoral budget cycles. The first captures multi-annual fiscal targets: whether they exist, their 

time horizon, their link to macro-economic forecasts and the degree of government 

commitment to any targets (Hallerberg et al. 2009). The second is the Fiscal Rules Index 

developed by the European Commission, which captures the strength of a domestic fiscal rule – 

its statutory basis, monitoring and enforcement arrangements – as well as the extent of its 

coverage of general government finances (Debrun et al. 2008). Both measures vary over time 

and I again standardize them to a theoretical range between zero and 1. The data from 

Hallerberg et al. (2009) stretch back to the 1980s, so I use fixed effects estimation. As the 

European Commission data start only in 1990, I report GMM estimates. Estimation with fixed 

effects returned substantively similar results (not reported). 

 

All coefficients have the expected signs, but the strength of the relationships varies (columns 

20a to 21b). Figure 4 plots the effect of Election on the budget balance and expenditure for the 

sample value of each conditioning variable. Fiscal targets do not significantly dampen the 

effect of elections on deficits, and the effect on outlays is only slightly more visible. The 

interaction is stronger with the EU Fiscal Rules Index. Without effective fiscal rules, elections 

significantly reduce the budget balance by.78 per cent of GDP, with an equivalent effect on 

spending of .9 per cent. Increasing the strength and coverage of fiscal rules diminishes these 

effects, which become indistinguishable from zero with rules that receive the maximum score. 

The coefficient on the interaction term achieves significance at the 10 per cent level in the 
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spending regression (column 21b). One reason for the weaker results with the fiscal target 

measure is that it partly captures EU-imposed requirements for three-year fiscal targets to be 

included in the Stability or Convergence Programmes submitted by member states to Brussels. 

Many governments do not regard these figures as binding constraints (Beetsma et al. 2009). 

The EU index captures domestic fiscal rules, which may be more effective (Hallerberg 2004). 

 

 

6. Conclusions and implications 

 

There are strong and highly robust direct effects of elections on budget balances, largely driven 

by spending increases, in the 15 EMU countries over the past three decades. These results cast 

doubts on the hypothesis that the industrialized democracies are immune to electoral budget 

cycles due to effective institutional constraints and a high share of informed voters (Shi and 

Svensson 2006), or electoral experience (Brender and Drazen 2005). The latter argument is 

particularly damaged by the fact that the empirical evidence for electoral cycles is strongest in 

the last third of the sample period and points to a resurgence in electoral cyclicality following a 

short-lived suppression in the run-up to monetary union in the late 1990s. Electoral budget 

cycles in this subset of the industrialized democracies are very much alive. Further analysis 

reveals substantial variation in fiscal electioneering across countries, which suggests a role for 

more fine-grained conditional explanations, in particular in relation to fiscal transparency and 

fiscal rules. I find support for previous findings by Alt and Lassen (2006a) that fiscal 

transparency dampens electoral budget cycles and also contribute a new result, that domestic 

fiscal rules mitigate such cycles. 
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In terms of future research, the analysis demonstrates the benefits of exploring in greater detail 

the role of budget institutions in conditioning the fiscal effects of elections – even when an 

initial analysis detects direct electoral effects. To date, the literature on budget institutions has 

largely remained disconnected from the literature on electoral budget cycles, despite their 

common concern with fiscal performance. Over the past decade, the amount and quality of data 

on budgetary practices has increased substantially, and a number of organizations now publish 

relevant information. The inclusion of budget institutions in empirical work on electoral budget 

cycles also brings new challenges. For instance, it is possible that different budget institutions 

interact in complex combinations that affect fiscal policy outcomes (Milesi-Ferretti 2003). 

Moreover, while some budget institutions may plausibly be considered exogenous in the short 

to medium-term, previous research also demonstrates that they evolve over time (Alt et al. 

2006, Hallerberg 2004). Future research has to tackle these challenges. 

 

Second, my analysis suggests that empirical work based on very heterogeneous groups of 

countries should be complemented with careful analyses of which countries drive average 

effects. The recent political economy literature exploits ever-larger panel datasets to evaluate 

the conditioning properties of constitutional features (Persson and Tabellini 2003, Brender and 

Drazen 2005). This work is impressive and allows us to investigate fundamental institutional 

effects. However, the relevance of formal institutions is likely to differ across polities 

(Acemoglu 2005: 1045-1047). Countries such as Belgium and Belize both have a parliamentary 

form of government, but they are diverse in a multitude of ways that may condition the effect 

of elections on fiscal policy. An estimate of some average fiscal effect of elections – or any 
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other variable of interest – from such a diverse panel of countries may not capture adequately 

how the political system operates in any of them. To be clear, I am not arguing that empirical 

work with larger panel datasets should be avoided. To the contrary, such work is essential to 

test the wider generalizability of theories and findings that were often developed in very narrow 

empirical contexts. However, it is equally essential to analyze which countries drive average 

results, and why. Broad macro-constitutional distinctions may be helpful up to a point, but 

nuanced contextual conditions – in particular the design of budget institutions – are also critical 

and possibly more important. 

 

In terms of policy implications, my analysis shows that in some countries, such as Greece, 

fiscal laxity is closely linked to elections. Policymakers recognize that fiscal governance needs 

to be strengthened to regain control over deficits and debt in the wake of the global economic 

crisis, and to mitigate the fiscal impact of macroeconomic shocks in the future. The 

International Monetary Fund (2009) actively promotes fiscal rules as one mechanism to 

safeguard the sustainability of public finances. The European Commission (2010), too, has 

proposed changes to budgeting procedures in EU countries, including enhanced fiscal 

transparency, and requirements for fiscal rules and multi-annual frameworks to guide annual 

budgetary decisions. My analysis confirms that these budget institutions have a role to play in 

improving fiscal governance. Whether externally imposed institutions are as effective as those 

that result from domestic economic and political pressures remains to be seen. 
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Table 1: Estimating the fiscal effect of elections in 15 EMU countries, 1980 to 2007 
 (1a) (1b) (2a) (2b) (3a) (3b) (4a) (4b) 

Dependent variable Balance Spending Balance Spending Balance Spending Balance Spending 

Election -0.67 0.45 -0.67 0.43 -0.68 0.48 -0.68 0.43 

 (0.20)*** (0.17)*** (0.18)*** (0.17)** (0.20)*** (0.16)** (0.20)*** (0.17)** 

Fragmentation 1.61 2.20 -3.40 2.74 -3.57 3.04 -5.36 1.68 

 (1.00) (1.16)* (2.70) (2.53) (2.00)* (2.17) (3.53) (2.94) 

Left prime minister 0.21 0.03 0.09 -0.09 -0.05 0.05 0.18 -0.08 

 (0.23) (0.18) (0.24) (0.26) (0.24) (0.25) (0.41) (0.37) 

Growth 0.33 -0.49 0.39 -0.50 0.22 -0.35 0.21 -0.43 

 (0.07)*** (0.06)*** (0.07)*** (0.08)*** (0.06)*** (0.06)*** (0.09)** (0.07)*** 

Lagged fiscal variable 0.86 0.90 0.82 0.87 0.77 0.88 0.78 0.94 

 (0.03)*** (0.01)*** (0.03)*** (0.03)*** (0.03)*** (0.03)*** (0.10)*** (0.08)*** 

Constant -2.17 4.43 – – – – – – 

 (0.77)*** (0.74)*** – – – – – – 

Method of estimation RE RE OLS OLS OLS OLS GMM
a
 GMM

a
 

Country effects No No Yes Yes Yes Yes – – 

Year effects No No No No Yes Yes Yes Yes 

Observations 405 405 405 405 405 405 390
a
 390

a
 

Countries 15 15 15 15 15 15 15 15 

Adjusted R-squared – – 0.76 0.85 0.79 0.87 – – 

Notes: Standard errors clustered by country in parentheses. See data appendix for full variable definitions. 

* Significant at 10 per cent; ** significant at 5 per cent; *** significant at 1 per cent. 
a
 Estimated with the Arellano-Bond procedure using two lags of the relevant dependent variable. 
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Table 2: Exogenous elections and fiscal policy outcomes in 15 EMU countries, 1980 to 2007 
 (5a) (5b) (6a) (6b) (7a.i) (7a.ii) (7b.i) (7b.ii) 

Dependent variable Balance Spending Balance Spending Election Balance Election Spending 

Election (scheduled) -0.87 0.68       

 (0.24)*** (0.21)***       

Election (early) -0.50 0.29       

 (0.23)** (0.26)       

Election due in 4 years   1.17 -0.55     

   (0.32)*** (0.34)     

Election due in 3 years   0.53 -0.59     

   (0.31) (0.17)***     

Election due in 2 years   0.76 -0.69     

   (0.26)** (0.28)**     

Election due in 1 year   0.22 -0.46     

   (0.26) (0.17)**     

Years left in current term     -0.24  -0.24  

     (0.02)***  (0.02)***  

Election      -0.96  0.61 

      (0.30)***  (0.26)** 

Fragmentation -3.68 3.20 -3.96 3.53 0.57 -3.52 0.61 3.02 

 (1.99)* (2.29) (2.02)* (2.34) (0.57) (1.82)* (0.56) (2.02) 

Left prime minister -0.05 0.05 -0.04 0.03 -0.03 -0.06 -0.03 0.05 

 (0.24) (0.25) (0.23) (0.24) (0.03) (0.22) (0.03) (0.23) 

Growth 0.22 -0.35 0.23 -0.35 -0.01 0.22 -0.01 -0.35 

 (0.06)*** (0.06)*** (0.07)*** (0.06)*** (0.01) (0.06)*** (0.01) (0.06)*** 

Lagged fiscal variable
a
 0.78 0.88 0.78 0.88 -0.00 0.78 0.00 0.88 

 (0.03)*** (0.02)*** (0.03)*** (0.02)*** (0.01) (0.03)*** (0.00) (0.02)*** 

Method of estimation OLS OLS OLS OLS OLS IV OLS IV 

Country effects Yes Yes Yes Yes Yes Yes Yes Yes 

Year effects Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 405 405 405 405 405 405 405 405 

Countries 15 15 15 15 15 15 15 15 

Adjusted R-squared 0.79 0.87 0.79 0.87 0.37 – 0.37 – 

Notes: Standard errors clustered by country in parentheses. See data appendix for full variable definitions. 

* Significant at 10 per cent; ** significant at 5 per cent; *** significant at 1 per cent. 
a
 In columns 7a.i and 7b.i, the reported coefficients refer to the lag of Balance and Spending, respectively. 
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Table 3: Timing the fiscal effect of elections in 15 EMU countries, 1980 to 2007 
 (8a) (8b) (9a) 9b) (10a) (10b) (11a) 11b) (12a) (12b) 

Dependent variable Balance Spending Balance Spending Balance Spending Balance Spending Balance Spending 

Election (fiscal year adjustment) -0.71 0.49         

 (0.21)*** (0.16)**         

Election (first half of year)   -0.59 0.38       

   (0.28)* (0.20)*       

Election (second half of year)   -0.82 0.63       

   (0.21)*** (0.19)***       

Election (Franzese adjustment)     -0.52 0.38     

     (0.28)* (0.26)     

Election       -0.68 0.51   

       (0.18)*** (0.14)***   

Postelection       -0.01 0.12   

       (0.22) (0.23)   

Election (1980-91)         -0.90 0.52 

         (0.40)** (0.28)* 

Election (1992-98)         -0.25 0.19 

         (0.23) (0.20) 

Election (1999-2007)         -0.72 0.64 

         (0.23)*** (0.27)** 

Method of estimation OLS OLS OLS OLS OLS OLS OLS OLS OLS OLS 

Country effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Year effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 405 405 405 405 405 405 405 405 405 405 

Countries 15 15 15 15 15 15 15 15 15 15 

Adjusted R-squared 0.79 0.87 0.79 0.87 0.78 0.87 0.79 0.87 0.79 0.87 

Notes: Standard errors clustered by country in parentheses. See data appendix for full variable definitions. Controls as in Table 1 but not shown. 

* Significant at 10 per cent; ** significant at 5 per cent; *** significant at 1 per cent. 
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Table 4: Selected robustness checks 
 (13a) (13b) (14a) (14b) (15a) (15b) (16a) (16b) 

Dependent variable Balance 

(CG) 

Spending 

(CG) 

Balance Spending Balance Spending Balance Spending 

Election -0.84 0.72 -0.52 0.33 -0.73 0.50 -0.51 0.28 

 (0.27)*** (0.25)** (0.13)*** (0.08)*** (0.23)*** (0.19)** (0.15)*** (0.11)** 

Method of estimation OLS OLS OLS OLS OLS OLS OLS OLS 

Country effects Yes Yes Yes Yes Yes Yes Yes Yes 

Year effects Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 382 382 378 378 324 324 324 324 

Countries 15 15 14
a
 14

a
 12

b
 12

b
 12

c
 12

c
 

Adjusted R-squared 0.76 0.94 0.79 0.88 0.79 0.86 0.81 0.92 

Notes: Standard errors clustered by country in parentheses. See data appendix for full variable definitions. Controls as in Table 1 but not 

shown. CG = central government. 

* Significant at 10 per cent; ** significant at 5 per cent; *** significant at 1 per cent. 
a
 Excluding Greece. 

b
 Excluding non-Eurozone countries (Denmark, Sweden, UK). 

c
 Excluding “new democracies” (Greece, Portugal, Spain) according to the classification by Brender and Drazen (2005: Appendix A). 
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Table 5: Expected and actual results in relation to constitutional features 
Expected results based on other studies Results in this paper Consistency  

(i) Form of government   

PT: Insignificant election-year balance (-) and spending (0) effects in 

parliamentary systems 

Significant election-year balance (-) and spending (+) effects in 

parliamentary systems 

No 

PT: Insignificant post-election balance (+) and spending (-) effects in 

parliamentary systems 

Insignificant post-election balance (0) and spending (+) effects in 

parliamentary systems 

Partly 

BD: Insignificant election-year balance (-) and spending (-) effects in 

established democracies with parliamentary systems 

Significant election-year balance (-) and spending (+) effects in 

established democracies with parliamentary systems 

No 

(ii) Electoral system   

PT: Insignificant election-year balance (-) and spending (+) effects with 

proportional systems 

Significant election-year balance (-) and spending (+) effects with 

proportional systems 

Partly 

PT: Insignificant post-election balance (+) and spending (0) effects with 

proportional systems 

Insignificant post-election balance (0) and spending (+) effects with 

proportional systems 

Partly 

BD: Insignificant election-year balance (0) and spending (-) effects in 

established democracies with proportional systems 

Significant election-year balance (-) and spending (+) effects in 

established democracies with proportional systems 

No 

Note: PT = Persson and Tabellini (2003: Table 8.8, columns 2 and 6; and Table 8.10, columns 2 and 6), BD = Brender and Drazen (2005: Table 5, column 4). I 

indicate the sign of the relevant coefficient with (+) and (-). If a coefficient is within .1 of being zero – representing less than one tenth of a percentage point of 

GDP – this is indicated by (0). I describe a result as significant if the 90 per cent confidence interval excluded zero. 
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Table 6: Alternative measures of fiscal transparency in 23 industrialized democracies 

  Alt-Lassen Index (1) Alt-Lassen Index (2)
a
 Open Budget Index Fiscal gimmickry 

Data collection period 1999 1999 2009 1993-2003 

New Zealand 11 10 90 – 

United States 8 9 82 – 

United Kingdom 7 8 87 4 

Australia 6 6 – – 

Netherlands 5 5 – 6 

France 4 4 87 17 

Austria 4 4 – 9 

Iceland 4 4 – – 

Finland 4 5 – 10 

Sweden 4 5 83 6 

Canada 4 5 – – 

Italy 3 2 58 30 

Ireland 3 3 – 11 

Belgium 3 3 – 10 

Denmark 3 3 – 3 

Norway 2 2 83 – 

Germany 2 3 68 4 

Switzerland 2 3 – – 

Japan 0 – – – 

Luxembourg – – – 1 

Portugal – 4 58 17 

Spain – 3 63 14 

Greece – 1 50
b
 50 

Sources (in chronological order): Alt and Lassen (2006b: Figure 1), Lassen (2010: Figure 5), International Budget Partnership (2010: 

9), Koen and van den Noord (2005: own calculations based on Table A1). 

Notes: See data appendix for full variable definitions. Countries are ranked by there performance on the first index by Alt and Lassen. 
a
 This version of the index by Alt and Lassen (2006b) replaces one of the indicators (whether in-year financial reports are audited) 

with another (whether regular actuarial estimates for social security programs are required), which increases coverage. 
b
 This score was calculated independently applying the methodology of the Open Budget Index and is not part of the official results. 
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Table 7: Budget institutions and the fiscal effect of elections in 15 EMU countries 
 (17a) (17b) (18a) (18b) (19a) (19b) (20a) (20b) (21a) (21b) 

Dependent variable Balance Spending Balance Spending Balance Spending Balance Spending Balance Spending 

Election -1.15 1.10 -2.54 2.92 -0.02 -0.08 -0.70 0.60 -0.78 0.90 

 (0.50)** (0.54)** (1.36)* (1.23)** (0.12) (0.16) (0.46) (0.31)* (0.37)** (0.27)*** 

Election ! Alt-Lassen Index (2) 1.57 -1.54         

 (1.09) (1.26)         

Election ! Open Budget Index   2.66 -3.03       

   (1.73) (1.62)*       

Election ! Fiscal gimmickry     -2.17 2.18     

     (0.35)*** (0.36)***     

Election ! Fiscal targets       0.04 -0.20   

       (0.54) (0.34)   

Fiscal targets       0.26 0.01   

       (0.52) (0.31)   

Election ! EU Fiscal Rules Index         0.44 -0.69 

         (0.60) (0.39)* 

EU Fiscal Rules Index         0.82 -1.27 

         (0.95) (0.97) 

Method of estimation GMM
a
 GMM

a
 GMM

a
 GMM

a
 GMM

a
 GMM

a
 OLS OLS GMM

a
 GMM

a
 

Country effects – – – – – – Yes Yes – – 

Year effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 252 252 144 144 270 270 405 405 255 255 

Countries
b
 14 14 8 8 15 15 15 15 15 15 

Start of sample period 1990 1990 1990 1990 1990 1990 1980 1980 1990 1990 

Adjusted R-squared – – – – – – 0.79 0.87 – – 

Notes: Standard errors clustered by country in parentheses. See data appendix for full variable definitions. Controls as in Table 1 but not shown. 

* Significant at 10 per cent; ** significant at 5 per cent; *** significant at 1 per cent. 
a
 Estimated with the Arellano-Bond procedure using two lags of the relevant dependent variable. 

b
 Determined by the availability of institutional data for the 15 original EMU member countries. 
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Figure 1: Scheduled and early elections in 15 EMU countries, 1980-2007 

 

 
 

Notes: Countries are ranked by the share of scheduled elections in total elections between the years 1980 and 

2007. Elections are defined as early when they are classified as following the “premature dissolution” of the 

relevant legislative body in the Parline Database of the Inter-Parliamentary Union, and as scheduled otherwise. 

See data appendix for full details. 
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Figure 2: Coefficient on Election in country-by-country regressions, 1980-2007 

 

 
 
Notes: The estimates were obtained with country-by-country OLS regressions of the relevant fiscal variable 

(Balance and Spending, respectively) on its lag, Election, Fragmentation, Left prime minister and Growth. See 

data appendix for full variable definitions. The solid lines indicate 90 per cent confidence intervals with robust 

standard errors. Each country regression is based on 27 yearly observations covering the period 1980 to 2007. 

Panel A reports the estimated effect of Election on the budget balance and Panel B on expenditures. 
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Figure 3: The fiscal effect of Election conditional on budget transparency 

 
Note: Calculations based on the results in Table 7 (columns 17a to 19b). The dashed lines represent 90 per cent confidence intervals. 
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Figure 4: The fiscal effect of Election conditional on fiscal targets and rules 

 

 
 

Note: Calculations based on the results in Table 7 (columns 20a to 21b). The dashed lines represent 90 per cent confidence intervals. 

 



! 40 

Data appendix 

 

 

(i) Election-related variables (in chronological order) 

 

Note: The data for all election-related variables are based on own calculations using 

information on election dates from the Inter-Parliamentary Union’s (IPU) Parline Database, 

www.ipu.org/parline [accessed November 15, 2010]. 

 

Election: Dummy variable, equal to 1 if there was a legislative election in a given year. 

 

Election (scheduled): Dummy variable, equal to 1 if there was a scheduled legislative election 

in a given year. An election is coded as scheduled if the IPU indicates that the election was held 

on the “normal expiry” of the members’ term of office. 

 

Election (early): Dummy variable, equal to 1 if there was an early legislative election in a 

given year. An election is coded as early if the IPU indicates that the election was held 

following the “premature dissolution” of the relevant body. 

 

Election due in 1 year: Dummy variable, equal to 1 if there is one year left in the government’s 

current term of office. See also Years left in current term 

 

Election due in 2 years: Dummy variable, equal to 1 if there are two years left in the 

government’s current term of office. See also Years left in current term. 

 

Election due in 3 years: Dummy variable, equal to 1 if there are three years left in the 

government’s current term of office. See also Years left in current term. 

 

Election due in 4 years: Dummy variable, equal to 1 if there are four years left in the 

government’s current term of office. See also Years left in current term. 

 

Years left in current term: The number of years left in the government’s current electoral term. 

Only full years are counted. Thus, a zero is scored in an election year, and n-1 in the year after 

an election, where n = length of term. 

 

Election (fiscal year adjustment): This variant attributes the fiscal effect of an election to the 

12-month fiscal year period that contains the election date. For an election year t with de > dfy 

this measure is calculated as (D – dfy)/D, where dfy is the number of the last day of the fiscal 

year period and de is the number of the day of the election (when all days in the calendar year 

are numbered consecutively from 1 to D) and D is the total number of days in the calendar year 

containing the relevant election. The corresponding score for year t + 1 is dfy/D. There are only 

two countries in this sample in which this score differs from the baseline Election measure. In 

the UK the fiscal year ends on 31 March, while in Sweden prior to 1996 the fiscal year ended 

on 30 June (Since 1996, Sweden’s fiscal year coincides with the calendar year). The condition 

de > dfy holds for all relevant elections in this sample. All other countries used the calendar year 

as the fiscal year during the entire sample period. 
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Election (first half of year): Dummy variable, equal to 1 if there was a legislative election 

between 1 January and 30 June in a given year. 

 

Election (second half of year): Dummy variable, equal to 1 if there was a legislative election 

between 1 July and 31 December in a given year. 

 

Election (Franzese adjustment): Following Franzese (1999: 63), this variant attributes the fiscal 

effect of an election to the 12-month period ending with the election date. For an election year 

t, this measure is calculated as de/D, where de is the number of the day of the election (when all 

days in the calendar year are numbered consecutively from 1 to D) and D is the total number of 

days in the calendar year containing the relevant election. The corresponding score for year t – 

1 is (D – de)/D. Note that this measure can exceed 1 if an election year is also a pre-election 

year. This sample contains four observations on this variable that exceed a value of 1. 

 

Postelection: Dummy variable, equal to 1 if there was a legislative election in the preceding 

year. 

 

Election (1980-91): Dummy variable, equal to 1 if there was a legislative election in a given 

year and if the year fell within the period 1980 to 1991. 

 

Election (1992-98): Dummy variable, equal to 1 if there was a legislative election in a given 

year and if the year fell within the period 1992 to 1998. 

 

Election (1999-2007): Dummy variable, equal to 1 if there was a legislative election in a given 

year and if the year fell within the period 1999 to 2007. 

 

 

(ii) Other variables (in alphabetical order): 

 

Alt-Lassen Index (1): An 11-item index measuring the degree of fiscal transparency, ranging 

from a theoretical minimum of zero to a theoretical maximum of 11. See Table 6 for details. 

Source: Alt and Lassen (2006b: Figure 1). 

 

Alt-Lassen Index (2): An 11-item index measuring the degree of fiscal transparency, ranging 

from a theoretical minimum of zero to a theoretical maximum of 11. Ten of the 11 items are 

identical to those used in Alt and Lassen (2006b). See Table 6 for details. For the regression 

analysis, the measure is standardized to range between zero and 1. Source: Lassen (2010: 

Figure 5). 

 

Balance: General government budget balance as a percentage of GDP; a positive sign indicates 

a surplus and a negative sign a deficit. Source: International Monetary Fund, World Economic 

Outlook, April 2010, series GGB (general government balance in billions of national currency) 

and NGDP (Gross Domestic Product, current prices, in billions of national currency). 
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Balance (CG): Central government budget balance as a percentage of GDP; a positive sign 

indicates a surplus and a negative sign a deficit. Source: International Monetary Fund, World 

Economic Outlook, April 2010, series GCB (central government balance in billions of national 

currency) and NGDP (Gross Domestic Product, current prices, in billions of national currency). 

 

EU Fiscal Rules Index: This index is based on the Fiscal Rule Strength Index, which captures 

the statutory base of a rule, the monitoring body, the enforcement body and enforcement 

mechanisms. The Fiscal Rules Index sums all Fiscal Rule Strength Indices in force in a member 

state, weighted by their coverage of general government finances. If two rules apply to the 

same subsector of general government, then the rule with the higher Fiscal Rule Strength Index 

score is weighted 1 and a weaker rule .5. For the regression analysis, the measure is 

standardized to range between zero and 1. Source: European Commission, Database of 

Numerical Fiscal Rules in the EU Member States, 

http://ec.europa.eu/economy_finance/db_indicators/fiscal_governance/fiscal_rules/index_en.ht

m [accessed February 10, 2011]. 

 

Fiscal gimmickry: The sum of all incidents of one-off transactions, “creative accounting” 

operations and classification errors between 1993 and 2003 identified by Koen and van den 

Noord (2005). See Table 6 and text for details. For the regression analysis, the measure is 

standardized to range between zero and 1. Source: Koen and van den Noord (2005: Table A1). 

 

Fiscal targets: A four-item index of long-term fiscal planning, ranging from a theoretical 

minimum of zero to a theoretical maximum of 16. For the regression analysis, the measure is 

standardized to range between zero and 1. Source: Hallerberg et al. (2009: Table 3.1). 

 

Fragmentation: One minus the sum of the squared seat shares of all parties in the legislature. 

Independents are counted as single-member political parties. Source: Author’s calculations 

based on the variable HERFTOT (Herfindahl index – total) in T. Beck et al. (2001; March 2010 

update). 

 

Growth: Annual percentage growth rate of GDP at market prices based on constant local 

currency. Source: World Bank, World Development Indicators (April 2010), series 

NY_GDP_MKTP_KD_ZG. 

 

Left prime minister: Dummy variable, equal to 1 if the head of government is from a political 

party at the left of the ideological spectrum. Source: Author’s calculations based on the variable 

EXECRLC (chief executive party orientation) in T. Beck et al. (2001; March 2010 update). 

 

Log of GDP per capita: Natural log of GDP per capita in constant 2000 US dollars. Source: 

World Bank, World Development Indicators (April 2010), series NY_GDP_PCAP_KD. 

 

Majoritarian system: Dummy variable, equal to 1 if all of the members of the lower house of 

the national parliament are elected under plurality rule. Source: Variable MAJ in Persson and 

Tabellini (2003: Table 4.2). 
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Open Budget Index: A 92-item index measuring the degree of fiscal transparency, ranging from 

a theoretical minimum of zero to a theoretical maximum of 100. See Table 6 for details. For the 

regression analysis, the measure is standardized to range between zero and 1. Source: 

International Budget Partnership (2010: 9). 

 

Spending: General government total expenditure and net lending as a percentage of GDP. 

Source: International Monetary Fund, World Economic Outlook, April 2010, series GGENL 

(general government total expenditure and net lending in billions of national currency) and 

NGDP (Gross Domestic Product, current prices, in billions of national currency). 

 

Spending (CG): Central government total expenditure and net lending as a percentage of GDP. 

Source: International Monetary Fund, World Economic Outlook, April 2010, series GCENL 

(central government total expenditure and net lending in billions of national currency) and 

NGDP (Gross Domestic Product, current prices, in billions of national currency). 

 

 

(iii) Selected summary statistics 

 
Variable Obs Mean Std. Dev. Min Max 

Balance 420 -2.95 4.09 -15.73 6.90 

Spending 420 47.55 7.51 27.65 69.00 

Election 420 0.28 0.45 0.00 1.00 

Fragmentation 420 0.69 0.10 0.50 0.89 

Left prime minister 419 0.39 0.49 0.00 1.00 

Growth 420 2.68 2.16 -6.24 11.50 

Fiscal targets 420 0.63 0.31 0.00 1.00 

EU Fiscal Rules Index 270 0.38 0.34 0.00 1.00 

Note: Based on pooled data available for all 15 countries over the 1980 to 2007 period. 
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