
 
 
 
 
 
 
 
 
 
 
 
 
 

 
ARTICLES  

 
Buying Votes 

Re-examining Electoral-
Economic Cycles: 
A New Approach 

Christopher L. Filburn 
 

 
The Reconciliatory Political 

Philosophy of John Stuart Mill: 
Cultivating Citizens through 

Individual Liberties and 
Participatory Politics 

John-Paul Petrash 
 
 

 

BOOK REVIEWS  
 

Review of Franklin Foer’s  
How Soccer Explains the  

World: An {Unlikely}  
Theory of Globalization 

 
 

Review of  
Giorgio Agamben’s  

State of Exception 

 
 
 
 
THE UNIVERSITY OF MICHIGAN  
STUDENT JOURNAL  
OF POLITICAL STUDIES 
 
 
 
 
VOLUME II,  ISSUE 6 
FALL 2006 
 
 
 
 
 
 
 

The 

           ichigan    
                      
Political   Science 
M 

Jof ournal 



2 • Volume II, Issue vi; Fall 2006 

 

 
THE M ICHIGAN JOURNAL  

OF POLITICAL SCIENCE  
 

The Michigan Journal of Political Science is 
published biannually by the undergraduates at the 
University of Michigan.  The Journal was 
founded to create a forum for undergraduate 
students to publish superior papers.  In addition, 
the Journal strives to provide its staff with 
experience in academic journalism and to 
encourage research and scholarly writing on 
contemporary political topics. 

The editors will publish submissions of any 
methodology or viewpoint and welcome articles 
on political topics from undergraduate students 
from other disciplines.  The editorial board selects 
and edits all published articles. Authors must 
remain solely responsible for the accuracy of the 
facts they present.  The opinions in an article do 
not necessarily reflect those of the editorial board.  
The editorial board automatically considers 
submissions for the Frank Grace award, a cash 
prize honoring outstanding papers. 

The Journal is also published online at 
www.mjps.org.  Articles appearing in the 
Michigan Journal of Political Science are 
annotated and indexed in Historical Abstracts, 
America: History and Life, and International 
Political Science Abstracts. 
 

SUBSCRIPTION INFORMATION 
 

The Journal’s subscription rate is fifteen 
dollars for two issues.  Subscriptions should be 
sent to the Subscriptions Editor at the address 
below.   
 

SUBMISSION OF ARTICLES 
 

Articles should be submitted through the 
Michigan Journal of Political Science website: 
www.mjps.org, or by submitting the paper on a 
CD in Microsoft Word format to Michigan 
Journal of Political Science, 5700 Haven Hall, 
Department of Political Science, University of 
Michigan, Ann Arbor, MI 48109.  All 
submissions should contain a separate sheet 
listing the author’s name, current address, 
telephone number, email address, biographical 
information, and an abstract no longer than 150 
words.  Request for further information can be 
sent via email to mjps@umich.edu.  
 
Copyright:  Michigan Journal of Political Science 
(ISBN 0733-4486) 5700 Haven Hall, The 
University of Michigan, Department of Political 
Science, Ann Arbor, MI 48109. 

 
 

Editor-in-Chief: 

John Gehart 

 

Senior Editors: 

Kelly Cobb 

Matt Forgotson 

Ashley Jardina 

Soumya Rangarajan 

Stephanie Wang 

 

Associate Editors: 

Alex Edelson 

Auren Kaplan 

Matt Owens 

Neil Rao 

Yevgeny Shrago 

Feras Sleiman 

Arvind Sohoni 

Vanshika Vij 

 

Editor Emeritus:  

Ross K Jensen 
 



 Michigan Journal of Political Science • 3 

                     

EDITOR ’S NOTE 
 

It is my pleasure to introduce Volume II: Issue 6 of the 
Michigan Journal of Political Science.  It has been an honor to 
celebrate our 25th anniversary this year. Through the interactions with 
the University of Michigan Political Science faculty, the numerous 
undergraduates pursuing cutting-edge research in their own areas of 
interest, and our contact with our former staff members, all of the 
editors have grown tremendously in our understanding of the 
importance of publishing undergraduate work and our ability to 
consistently publish on-time.  We thank you for subscribing to this 
Journal and for your continued support of undergraduate writing. 

This issue contains the work of Christopher L. Filburn, of the 
University of Michigan, and John-Paul Petrash, of the University of 
Southern California.  John-Paul Petrash's article, “The Reconciliatory 
Political Philosophy of John Stuart Mill,” responds to charges made by 
Republican philosophers who claim that Mill's theories on Liberalism 
have eroded robust political communities with active public 
participation.  Mr. Petrash explores the many complexities of Mill's 
theory to show that in some ways it has actually contributed to a 
Republican conception of the state.  Christopher Filburn’s “Buying 
Votes – Re-examining Electoral-Economic Cycles” analyzes the many 
deficiencies of the current models of electoral-economic cycles, and 
then proposes a new model that seeks to more accurately identify the 
motives and actions of parties in an election.  Future research using 
Mr. Filburn’s model has the potential to provide a much more 
comprehensive understanding of electoral-economic cycles. 

The issue also contains two book reviews written by Associate 
Editors for the Journal.  In his review of Franklin Foer’s How Soccer 
Explains the World: An {Unlikely} Theory of Globalization, Neil Rao 
examines the methods and comparisons that Mr. Foer makes as he 
uses soccer as a model for globalization.  In Matt Owens’s review of 
Giorgio Agamben’s State of Exception, Mr. Owens acknowledges the 
examples throughout history where exception has become the norm in 
emergency situations and looks at the ways that the current 
administration’s tactics can be explained using Agamben’s model.  

This issue would not have been possible without the continued 
support of the University of Michigan Political Science Department 
(especially Candy Ellis, Lili Kivisto, and Dr. Don Kinder), the Grace 
family, and the fifteen editors that spent countless hours producing this 
issue.  I am continually awed by the creativity and diligence 
demonstrated by the team of Senior Editors and the Editor Emeritus, 
Ross Jensen, who have personified hard work right up until 
graduation.  I hope that you enjoy this issue. 

John Gehart 
Editor-in-Chief
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Introduction 
 

 Mary is a seventy-two-year-old grandmother of eleven who, in 
the past year, was widowed and sold her home of thirty-seven years in 
order to cover funeral expenses and old debts left by her husband.  Her 
only source of income now is the social security check that arrives at 
the beginning of each month.  She is on a tight budget but has 
managed well the past few months and had expected to be self-
sufficient – Mary loves her family very much and does not want to 
become a burden – until yesterday when she learned that the cost of 
rent in her new apartment complex was nearly doubling and the cost of 
her medication regimen was increasing.  Troubled, and still unsure of 
what to do, Mary goes to her mailbox in the afternoon and finds this 
month's social security check.  Everything seems in order except that 
the amount paid is nearly double what it used to be; and along with the 
check she has received a letter: 
 

Dear Mrs Callaghan: 
Due to the rising cost of living and medical expenses, the monthly benefit of  

your social security support has been increased to this new level. 
Sincerely, your President, Senator, and Congressman. 

 
Mary is both thrilled and relieved: this new increase in her monthly 
budget will easily cover her rising costs of living.  She desperately 
wishes to thank her political leaders and considers writing each of 
them a note of appreciation or sending a letter to the local paper.  As 
she ponders these options, Mary remembers: it's Friday, November 
2nd, and the national elections are only four days away.  She knows 
just what to do. 
 Political economists have long recognized the strong 
motivations regarding the potential electoral rewards inherent in 
economic policymaking.1  The argument – so simple, clear and 
rational – has attracted the attention of many researchers: given 
governmental control over policies which can clearly effect economic 
realities and outcomes, incumbent politicians possess powerful 
incentives to manipulate those outcomes to their own electoral 
advantage.  Yet despite the simplicity and appeal of a picture of 
electorally-motivated economic cycles, empirical work has been 
incapable of finding the brush with which to paint it, and past 
strategies have turned up only scatter-shot results.  These results 
include strongly-suggestive evidence of transfer cycles in the United 
States,2 evidence of muted cycles produced by rational-expectations 
models,3 and finally attempts at clarifying the result using situational 
and institutional factors that modify cycles and account for cross-
                                                 
1  Tufte (78) and Hibbs (87) 
2  Tufte (78) 
3  Alesina (87) and Rogoff (90) 
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national variation.4  Yet all of these attempts failed to capture 
comprehensive evidence of a general electioneering impetus, or to 
account for the findings in other works.  This thesis will attempt to 
find such evidence by analyzing the common flaws and shortcomings 
of all previous research strategies, and then use that analysis to 
generate a more accurate model of the circumstances and factors 
which incumbents face in their reelection bids. 
 The previous models of electoral-economic cycles – no matter 
what factors5 they attempted to account for – share a few common 
traits.  These include an inappropriate modeling of voter evaluation, a 
failure to recognize potential electioneering practices, and too narrow 
a focus on an incumbent’s actions.  In these first two areas, previous 
models suffered by excluding potentially-electioneered economic 
outcomes from data analysis – both pre- and post-election – and 
overemphasizing economic results from periods of time too long 
before an election to be significant in voter evaluation.  In regards to 
the actual forms of electioneering, previous models were universally 
bipolar – assuming that either the incumbents manipulated one 
specific economic factor or none at all.  This oversimplification failed 
to account for the incumbents' reality, which presents governing 
politicians with a variety of effective policy measures and varying 
degrees to which they can be employed.  In addition, previous 
modeling of incumbents' actions failed to account for electioneering-
by-promise;6 or the practice of campaigning on an economic policy 
and following through on that promise once elected – ignoring 
valuable economic movements in the period following an election.  
The presence of these factors muddied the analysis of the data and 
ultimately dampened the effect of an election on economic outcomes 
by hiding any possible evidence of electoral-economic cycles under 
the cloak of variation across time and country.  This work will explain 
how these deficiencies affected previous models' outcomes and then 
provide legitimate remedies and a new model which will more 
accurately represent the incentives and actions of both sides.  By 
altering the operationalization of an election year to model voter 
myopia and capture incumbents' promises, while simultaneously 
accounting for policy alternatives – rather than simple up/down 
choices – this thesis will achieve three goals.  First, a broad model will 
provide evidence in support of the existence of context-conditional 
electorally-motivated economic cycles.  Second, a few hypotheses will 
attempt to explain some of the international variation in regards to 
both the presence and strength of such cycles.  Finally, this thesis will 
discuss the value of the fully developed model in future research that 

                                                 
4 Drazen (01) and Clark (03) 
5  Including rational expectations, as well as institutional constraints and 

situational concerns 
6  Franzese (02) 
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could assist in providing a more comprehensive picture of 
international electoral-economic cycle variation. 
 
 

Background 

Theoretical Argument 

 The theory in support of political business cycles is simple and 
has remained basically unchanged since its introduction thirty years 
ago.  The theoretical foundation of the argument rests upon two 
realities and three assumptions. 
 

Reality 1:  Incumbent politicians desire reelection, both 
in terms of themselves and, to a lesser degree, 
their party. 

 
Reality 2:  Incumbents control policies which can affect 

perceived or actual economic outcomes. 
 

These realities are generally accepted at face value and, together with 
the following assumptions, establish motive and opportunity for 
incumbent policymakers to engage in electioneering. 
 

Assumption 1:  Voters favor positive economic activity 
– high growth, low unemployment and inflation, 
increased wealth, low taxes, and high 
employment – when analyzing the past 
performance of an incumbent candidate. 

 
Assumption 2:  Voters tend to discount past outcomes 

relative to present events in their evaluation of 
economic performance.  They also focus only 
on the information available to them. 

 
Assumption 3:  Economic performance plays a 

significant role in the voter's decision to reward 
or punish an incumbent candidate at the ballot 
box. 
 

All of these assumptions have been regularly supported throughout the 
literature as “economic voting” has become a reliable presumption 
throughout the democratic world.7  Taken together, these points create 
a clear incentive for incumbent electioneering.  Incumbent politicians 
desire reelection (R1) and require electoral support to achieve that 
                                                 
7  Tufte (78); Hibbs (87); Lewis-Beck (88), Franzese (02); and others. 
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goal.  That support is dependent (to some extent) upon real economic 
outcomes (A3) which can be manipulated by those same incumbents 
(R2).  Furthermore, the specific economic movements (A1) and timing 
(A2) suggest that election years should produce economic upswings 
where increased growth and wages, as well as lower inflation, 
unemployment, and taxes are expected. 
 
 

Review of the Literature 

 While the core of the argument remains intact today, the 
empirical support gathered by the study of electoral-economic cycles 
throughout the past thirty years has led to varied conclusions.  These 
studies have taken place over three fairly distinct phases, the first of 
which began with the introduction of the core argument upon which 
the study of political-business cycles founds itself.  Edward R. Tufte 
first laid out this argument, and, in the seminal work Political Control 
of the Economy, he conducted one of the first empirical studies in the 
field.  Throughout his work, which focused on the United States, Tufte 
made three important contributions to the study of electoral-economic 
cycles.  First, he demonstrated through historical research that 
American incumbent presidents did indeed consider economic policy 
and the electoral calendar in the manner described above, as revealed 
through staff memos and position papers.8  More importantly, Tufte’s 
work revealed systematic movements in U.S. transfer policies in 
accordance with the timing of elections, with the majority of the 
upswings occurring in October and November of election years.  
Accompanying this policy movement were subsequent up ticks in 
Tufte’s chief economic indicator: real disposable income.  Finally, 
Tufte showed some (much weaker) evidence of cyclical movements in 
the other main economic indicators such as growth, unemployment, 
and inflation.9  Missing from Tufte’s work, however, is a comparative 
study; while Tufte’s research demonstrated that U.S. electoral-
economic cycles tended to be strongest in transfer activity and weaker 
in other economic indicators, his limited analysis prevents him from 
explaining generally why this is the case, and therefore limits 
researchers' ability to apply Tufte’s findings more generally.  This 
omission is persistent in the other major research of that time, much of 
which followed a similar line of thought as Tufte’s.   Economics and 
Elections: The Major Western Democracies, by Michael S. Lewis-
Beck, extends Tufte’s work to a few of the major West-European 
powers, including Germany, Italy, France, Spain, and the United 
Kingdom.  The results of this study essentially mirror those of Tufte: 
evidence is varied, but fairly supportive of policy cycles and nominal 

                                                 
8  Tufte (78) 
9  Tufte (78) 
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indicators such as real disposable income, while much weaker in 
trending real economic outcomes to electoral calendars.10  In addition, 
the use of multiple countries in his study revealed differences in the 
specific policies that seemed to be cyclic, again hinting toward a lack 
of a single, dominant form of electoral-economic cycle.11  Another 
major cross-national study revealed similar results in the Scandinavian 
states.12  The support generated in this study is a bit stronger than 
Lewis-Beck’s, but again the conclusion is the same: the ultimate 
results, while mostly consistent, lack the strength to support a single 
political-business cycle.  None of these theorists, however, attempt to 
explain why the strengths of different cycles vary so widely.  Thus, 
while all these scholars go a long way in finding evidence that 
electoral-economic cycles of some sort exist in virtually every OECD 
state, they fail to analyze the variance in both the types of economic 
outcomes and their strength. 
 The next phase in electoral-economic research, the 
introduction of rational expectations into the models, made the first 
serious examination of cross-national variation. The key assumption in 
all rational expectations models is that politicians hold certain 
informational advantages over voters, and subsequently use policy to 
manipulate those advantages in order to appear responsible for strong 
economic performance.  In one of the first applications of this theory, 
Alesina proposed a partisan approach to economic policymaking, 
expanding and developing a game theoretic model.13  Alesina’s study 
focused on the United States, taking Hibbs’ characterization of the two 
parties as the inflation fighting Republicans and the unemployment 
fighting Democrats.14  Alesina claims that the Tuftean cycle assumed 
irrational voting behavior and misinformation of voters, and instead he 
assumes that the voters are long-term prospective analyzers, and thus 
constrain the party in office from extreme behavior.  Alesina’s long-
run game predicts that both parties generally practice restraint, and 
that subsequent effects on real economic outcomes are tempered by 
the constraints imposed by rational voters.  This attack on Tufte’s 
assumption, however, does not get at the broader question; no matter 
whether Tufte or Alesina is right about voting behavior, neither model 
approaches policy choice in a manner that reflects reality.  Moreover, 
Alesina’s study – like Tufte’s work – was limited to a single country 
and thus failed to explain comprehensively international political-
business cycle patterns.  Persson and Tabellini, in their book 
Macroeconomic Policy, Credibility, and Politics, developed another 
important example of a new explanatory model of varying cross-

                                                 
10  Lewis-Beck (88) 
11  Lewis-Beck (88) 
12  Madsen (80) 
13  Alesina (87) 
14  Hibbs (87) 
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national economic performance at or around elections.  In their work, 
they claimed that rational voters judge incumbents on the basis of their 
competence regarding economic policy.  However, these voters do not 
have direct knowledge of that competence, and so instead they judge 
an incumbent’s probability of high competence based upon recent 
macroeconomic performance.  Therefore, incumbents would like to 
signal this high probability with strong macroeconomic performance 
around election times.  Persson and Tabellini conclude that in many 
cases only those incumbent politicians who truly are competent (i.e. 
those who have demonstrated through their whole term an ability to 
generate low inflation and high levels of stability) have the capability 
to successfully generate economic bumps that coincide with the 
election calendar.15  This different level of competence thus explains, 
Persson and Tabellini speculate, cross-national variation in the 
evidence for political-business cycles in real economic outcomes.  
While this is an interesting claim, any measure of competence is 
highly suspect.  Moreover, Persson and Tabellini discuss their work in 
general economic terms without specifying to specific economic 
trends or cycles, and thus their work, while an important contribution 
to the field, cannot be modeled in a manner that will predict the levels 
of cross-national variation that exist today. 

Yet another critical work was that of Kenneth Rogoff in 1990.  
In this work, Rogoff expresses difficulty with the assumption in the 
Tuftean cycles that voters’ myopia regarding short term “budget 
antics” dominates their judgments about expected economic 
performance of an incumbent politician.16  Because elections are 
predetermined events (even in states where incumbents call for 
elections, the long delay between the announcement of the election 
and election day make them de facto predetermined in the eyes of 
voters), Rogoff asserts that any systemic economic upswings would be 
readily predictable.  In addition, macroeconomic policies that pass 
before elections are already a reality for voters, and thus Rogoff 
asserts that voters will naturally be more interested in what they expect 
candidates to be able to do for their welfare in the future, and thus 
these theoretical developments dampen the incentive for Tuftean-style 
electioneering.17  Turning to his own model, Rogoff claims that voters 
will focus on the prospective competence of a future leader in 
managing the federal budget.  However, he asserts, there are 
informational asymmetries in that voters do not know which 
candidates are truly competent.  As a result, voters turn to an 
incumbent’s ability to maximize consumption policy while 
minimizing governmental investment to judge competence. This 
aspect of the model is derived from Rogoff’s assumption that voters 

                                                 
15  Persson and Tabellini (90) 
16  Rogoff (90) 
17  Rogoff (90) 
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judge higher levels of consumption more readily than investment or 
alternative government actions.  They thus substitute accelerating 
consumption as a measure of political competence.  This lack of 
information on the voters’ part creates the opportunity (and incentive) 
for incumbents to feign competence by accelerating consumption 
policies leading up to elections.18  As with Persson and Tabellini’s 
model, the variation worldwide is thus explained, in some instances, 
by the inability of truly incompetent incumbents to generate 
effectively the desirable outcomes.  In summary of all the rational 
expectations models, Alesina, Roubini, and Cohen ultimately 
concluded in their 1997 work Political Cycles and the Macroeconomy 
that the models generally predict much smaller movements in 
political-business cycles, as incumbents are constrained by voter 
rationality, and that the results of such models more accurately reflect 
real economic outcomes.19  However, the failings of all the rational 
expectations models hold constant throughout: first, their explanations 
are simplistic: single variations in one explanatory factor rarely 
explain much, if any, cross-national variation.  Second, they fail to 
take into account choice: the possibility that incumbents may react to 
different factors by engineering different outcomes.  All of these 
studies tend to focus on specific political-business cycles explained by 
an overriding factor.  They are important contributions indeed, and 
their work on voting assumptions and behavior is critical to any 
modern model, but alone their work cannot explain the real world 
picture. 
 As Drazen discusses in his recent review of the literature on 
political-business cycles, neither the Tuftean opportunistic models nor 
the rational-expectation models focused on monetary policy generally 
receive overwhelming support from the data20; either methodology 
leaves far too many abnormalities unexplained.  Instead, Drazen 
returns to the importance of fiscal policy in models first developed by 
Tufte and proposes somewhat of a combination of the two previous 
methods in the new search for a model.  Drazen begins to codify much 
of the work around him at the time into the genre of context-
conditional electoral-economic cycles.  In this model, incumbent 
politicians are limited by institutional factors and voter rationality, and 
thus only certain elections present true opportunities for various forms 
of grand fiscal electioneering.  More specifically, Drazen discusses the 
constraint that an independent central bank places upon the efficacy of 
fiscal policy, claiming that the anti-inflationary policies of such banks 
dampen the real effects of incumbents’ attempts to fiscally 
electioneer.21  This dampening effect is a powerful factor that explains 

                                                 
18  Rogoff (90) 
19  Alesina et al (97) 
20  Drazen (01) 
21  Drazen (01) 
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the asymmetry between economic policy cycles and the lack of 
empirical support for cycles in real outcomes. It is, however, only one 
factor.  While central bank independence is undoubtedly an important 
constraint on incumbents’ actions, it alone cannot explain electoral-
economic cycle variation.  Another argument that promises to play an 
important role in any comprehensive model is the constraining effect 
of multiple policymakers in government.  For instance, Goodhart finds 
that multiple policymakers dampen incentives and abilities to generate 
effectively real economic outcomes due to the division of control and 
the feared loss of credit for the subsequent result.22  Preceding the 
Goodhart work, Powell and Whitten, over a decade ago, helped aid the 
move towards conditional models with their discussion of voters’ 
varying judgments regarding an incumbent’s economic performance.  
They claimed that voters’ decisions changed depending upon whether 
the government was in the control of a single party or multi-party 
cabinet.  By demonstrating that voters more clearly reward (and 
punish) single party incumbents,23 Powell and Whitten paved the way 
for models such as Goodhart's that are founded on institutional and 
situational factors rather than mere rationality or opportunity.  On the 
monetary side, Clark examines the Mundel-Fleming implications on 
monetary and fiscal policy efficacy in the face of varying levels of 
capital mobility interacting with fixed and floating exchange rate 
regimes.  Clark argues that in during the onset of an election, the 
interactions of capital mobility, central bank independence, and 
exchange rate regimes produce different expectations regarding 
electorally-motivated policy movements.  Where strong central banks 
are present, he argues that monetary policy is out of the control of 
incumbents, and thus the only electioneering options pertain to fiscal 
policy.  The extent to which such policy is engaged depends upon 
whether capital mobility is low (small fiscal cycles), high with fixed 
exchange rates (large fiscal cycles) or high with floating exchange 
rates (no fiscal cycles).  In the presence of weak central banks, 
however, the constraints on monetary engagement are lifted.  Clark 
argues that this leads to monetary cycles in floating regimes and 
perhaps in regimes where capital mobility is nonexistent as well, in 
addition to the persistent pattern of fiscal cycles in line with 
accommodating levels of capital mobility and exchange regimes.  In 
summary, while the explanations of Clark, Drazen, and others are 
important contributions, what is now needed is an expansion of these 
theories into a model which simultaneously accounts for a multitude 
of such factors. 

 
 
 

                                                 
22  Goodhart (00) 
23  Powell and Whitten (93) 
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Empirical Criticisms 
 

 While the methodology and theory behind each phase of past 
research into political-business cycles vary, there are some common 
traits that have limited the effectiveness of every previous approach.  
Initially, the manner in which past models have measured and 
operationalized election years is problematic. When examining 
economic outcomes surrounding elections, past models have tended to 
focus on either the calendar year in which the election took place or 
the twelve months before the election, weighted evenly.  In the former 
case, the timing of the election within the year is neglected, sacrificing 
the analysis of potentially-electioneered outcomes which occur briefly 
before the new year.  In years when the election was held early in the 
calendar, manipulated economic outcomes are not captured and 
instead become a counterweight in statistical analysis, depressing the 
economic effects of an election in the final analysis.  For example, 
consider an election held on January 15th:  An incumbent does not 
have the capability to engineer strong movements in real economic 
variables that will occur in a matter of weeks.  Rather, these booming 
conditions are likely to be generated over the few months before an 
election, most of which will occur in the previous calendar year.  A 
model which looks solely at the election year will fail to capture such 
economic outcomes which may be attributable to electorally-
motivated manipulation.  Rather, the majority of the data will fall into 
the non-election years, averaging out economic movements in election 
and non-election time periods.  Conversely, elections which occur late 
in the year – December, for instance – overstate the relevance of early-
year economic movements.  By counting the beginning months of the 
year equally alongside the last two months before the election, these 
models essentially ignore voter myopia, instead splitting the discount 
factor into a dual state: either an economic outcome does not matter at 
all (not in the same calendar year) or it matters equally whether it 
occurred in January or November for a December election.  This has 
two serious effects.  First, it severely discounts the effects of single-
opportunity, timed events such as transfer increases.  Consider Tufte's 
case: transfer jumps occur in the U.S. in October and November.  
However, under a scheme which considers transfer movements in 
January equally with those in October and November, the overall 
effects of the increase are muted by being averaged out over time.  
The second effect of equally weighting election buildup is that models 
ignore changes in outcomes.  Consider a November election and 
assume the year begins with abnormally high unemployment.  The 
incumbent, fearing electoral punishment for his performance, works to 
reduce unemployment throughout the year and by election time 
unemployment has been driven below average.  However, by equally 
weighting the pre-election year, the high unemployment in January 
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averages out with the low unemployment in October.  As a result, the 
economic outcome is smoothed and averaged over time, and assuming 
voters responded positively towards the movement in unemployment, 
a researcher would only see voters responding well to average 
unemployment rates rather than the data revealing voter support for an 
incumbent presiding over low unemployment at election time.  The 
present alternative to operationalizing election years, counting the 
twelve months before the elections, suffers from the same loss of 
single-event policies and averaging of economic outcomes.  Only by 
properly discounting voters’ analysis of past events can a model 
accurately capture the effects that voters’ judgments have on 
incumbents’ actions.   
 In addition to the misinterpretation of voter myopia, another 
relevant electioneering possibility has been completely ignored by 
previous operationalizations of election years: promised benefits.  
Campaign promises have long been a part of the election process, but 
what is often forgotten is that incumbents generally deliver on such 
guarantees.24  The majority of these campaign promises are well-
intentioned: clean up crime, provide better education, end political 
corruption; however, it may be possible that some of these promises 
are more directly self-serving.  Tax cuts, for instance, may provide 
incumbents – and their opponents – an opportunity to entice the 
support of many median voters.  While tax cuts are often packaged as 
responsible economic policy, the electoral benefit of supporting them 
– and perhaps to an even greater extent, the detriment of opposing 
them – is undeniable.  In addition, the seemingly constant promises of 
tax cuts surrounding any major election suggest that more than 
economic policy is at stake.  Yet, no past attempt to model electoral-
economic cycles has considered economic movements in the period 
following the election. 
 The final factor missing from past attempts to model electoral-
economic cycles is the aspect of choice.  As stressed above, incumbent 
politicians possess multiple policy tools which they can engage to 
varying extents.25  Thus, it is unlikely – when assessing electioneering 
opportunities – that politicians look to a single policy as the answer 
and then simply decide whether it is a good idea to engage at that time 
in such a dichotomous manner.  Rather, incumbent politicians likely 
assess the range of policy options, and then – given situational and 
institutional factors which may affect both the effectiveness and 
expected utility of a specific action – choose which tools to engage 
and to what extent they should be used.  If this is indeed the reality of 
electioneering cycles, models that tend to focus on single, unrelated 
economic outcomes will fail on two accounts.  Initially, because 
cycles vary across countries, an international study that includes states 

                                                 
24  Franzese (02) 
25  Franzese (02) 
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where incumbents tend to focus on different forms of electioneering 
will skew the results.  Consider the following stylized example: There 
are ten states.  In two states incumbents see the best electioneering 
tactic as increasing transfers, and thus in these two states election year 
transfer increases are four percent higher than normal.  In two other 
states, incumbents split their electioneering efforts between two 
tactics, and only one affects transfers, driving them up to increases of 
two percent higher than normal in election years.  In the remaining six 
states incumbents believe that focusing on taxes garners the greatest 
electoral rewards, and thus in these states transfer increases are 
constant across all years.  If a researcher approaches this problem by 
focusing on the multiple policy options and electioneering levels 
available to incumbent politicians, evidence abounds, and the 
investigator could potentially map out the electioneering cycles 
internationally.  Furthermore, the researcher could use the institutional 
and situational differences between the states to explain the differing 
cycles.  Past research, however, has taken a broader tack, instead 
choosing a single electioneering tactic and aggregating international 
data in a search for concrete evidence of cycles.  This approach loses 
cross-country differences and averages out political-business cycles, 
dampening their effects on real outcomes almost to the point of 
invisibility.  Consider the example above: if the investigator averages 
the data on transfers across countries, he will eventually arrive at the 
conclusion that election years drive up transfer increases by an 
additional one percent.  However, the error on this term will be rather 
large, and even if the t-statistic could pass scrutiny, a cycle which 
increases transfers by such a marginal amount hardly seems 
significant.  Thus, rather than seeing strong cycles in two countries 
and still-important cycles in two more, the researcher concludes that 
elections have a marginal-at-best effect on transfer movements 
internationally.  This averaging out occurs because of the implicit 
assumption of previous models that electioneering tactics should be 
consistent across states.  By focusing on singular economic outcomes, 
past models demanded electioneering uniformity – a demand which 
must be withdrawn for future studies.  Similar to this failure, single-
policy models also fail to account for electioneering differences across 
time.  Alter the example above, and, instead of ten different countries, 
assume the data represents ten different election years within the same 
state.  Under past research methods, the same problem arises: 
averaging out.  Instead of recognizing that situational factors, such as 
extremes in unemployment or inflation, party affiliation, or 
international economic crises may cause incumbents to reconsider the 
set of policy options which maximize their expected electoral gain in a 
given year, these aggregate models simply miss the possible evidence.  
In either the case of cross-country or cross-time aggregates, single-
policy models of electoral-economic cycles fail to consider the range 
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of incumbents' policy options, and thus fail to find substantial 
evidence of political-business cycles in the data. 

 

A New Approach: The Model 

The Election Indicator 

 In redesigning the operationalization of the time period 
surrounding an election, four different problems inherent in past 
models must be addressed. 
 

Problem 1:  Restricting the election year to the calendar 
year excludes analysis of policies adopted late 
in the previous year for early-calendar elections. 

 
This problem is easily solved given that the new election year 
variable will be a variation on the more recent election year 
operationalization which considers the full twelve months preceding 
an election.  By focusing on a specific time period before the election 
rather than the calendar year in which the election will occur, the new 
variable will not have to discount relevant electorally-motivated 
economic policies. 

 
Problem 2:  Giving equal weight to the entire period 

leading up to the election gives too little weight 
to time-specific events that occur directly before 
the election. 

 
Problem 3:  Giving equal weight across the pre-election 

period averages out positive changes and 
understates electorally-motivated economic 
movements. 

 
In this case Problems 2 and 3 point in a similar direction:  more 
weight must be given to events that are closer to the election than 
those occurring earlier in the pre-election period.  The solution is to 
create a measure of election year that weights economic outcomes 
more heavily as the election time approaches.  The model 
accomplishes this by generating a “ramp-up” effect on the election 
indicator as the time away from the election shrinks.  In essence, the 
weight a voter gives to a given outcome increases as the time to an 
election nears.  Consider the illustrations below: 
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 The picture on the left represents the original modeling of the 
election year.  The weight of the election is constant across time, and 
the width of the box was either determined by the date of the election 
(if the election year was limited to the calendar year) or was set at the 
twelve months prior to the election date.  In this case data were 
averaged based on the calendar: if an election fell three months into 
the year, the data from the previous year would take a weight of .75 
and the data from the election year would take a weight of .25.  More 
importantly, data from the twelfth month before the election would be 
weighted equally to data from the month before the election (.083), 
leading to the averaging-out effect and marginalizing the importance 
of timed policies which were implemented shortly before the election 
occurred.   
 The pictures in the middle and on the right are adjustments to 
the original election year operationalization.  In these scenarios, the 
“ramp-up” effect is implemented for the twelve months prior to the 
election in order to model the increasing importance voters place on 
economic outcomes as the election nears.  In the middle picture, the 
weight a voter grants a given outcome steadily climbs at a constant 
rate as the election approaches.  This interpretation of voter myopia 
focuses on locating large scale effects which take time to manufacture.  
Thus, while the further past is discounted more than the near past, the 
weight of the twelfth month before the election compared to the month 
before the election is not irrelevant (as it would be in the far-right 
model).  This is appropriate given that voters are less likely to discount 
bad macroeconomic outcomes such as high levels of unemployment 
rather than nominal indicators such as transfer payment levels.  
Conversely, the model on the right is designed to amplify the effects 
of timed policies which deliver the economic boosts in the few months 
directly before the election.  In these models, voters discount the past 
at an exponential rate, giving greater weight to events occurring in the 
few weeks before an election. This version of voter myopia is 
designed to capture the effects of timed economic upswings rather 
than slower macro-improvements by focusing weight on a time-period 
too narrow for incumbents to generate effectively macroeconomic 
movements. 
 To be more specific, the model of constant expectations growth 
tracks the linear equation 2x, where the weight of a given period a to b 
is given by the integral from a to b of 2x(dx) or the equation a2 - b2.  In 
contrast, the model of exponential growth of expectations tracks the 
equation 4x3, where the weight of a given period a to b is given by the 
integral from a to b of 4x3(dx) or the equation a4 – b4.26  To understand 
the real effects of these changes on the election year indicator, 
consider an election held in late June.  First, note that any movements 
in nominal indicators such as transfer payments will almost certainly 
                                                 
26  For fuller detail of the election year indicator, see Appendix A 
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occur in the year of the election.  Moreover, given the six month time-
horizon, incumbents will likely seek to engineer macroeconomic 
movements within the calendar year as well.  Thus, for modeling 
purposes, the election indicator should give much greater weight to the 
annual data of the year of the election and relatively less weight to the 
calendar year which precedes the election.  ELEOLD, ELECON, and 
ELEACC represent the values of the old election indicator, the 
election variable which assumes a constant reduction in voter concern 
backward in time, and the election indicator where the weight of 
economic events grows exponentially as the election approaches, 
respectively.  In the case of this election, ELEOLD = .5, ELECON = 
.75, and ELEACC = .94 for the calendar year of the election.  
Interpreting these conclusions, the old model of voter myopia assigns 
an equal weight to the electoral effects of the calendar year before the 
election – where little to no engineered outcomes are expected – as it 
does to the year of the election.  Given that data are generally collected 
on an annual basis, the problem is aggravated even further: ELEOLD 
actually weights the full year before the calendar year of the election 
equally to the six months directly before the election.  This result 
suggests that voters would view the economic activity which occurs in 
the seventeenth and eighteenth months before an election in an 
identical fashion to those outcomes which occur in the month directly 
before voting.  In contrast, ELECON assigns three times as much 
weight to the election year than the year preceding it, and ELEACC 
weights the election year almost fully.  Assuming voter discounting is 
correct and that incumbents will indeed focus their efforts on the more 
recent time periods, both new models of voter myopia emphasize the 
economic movements of the calendar year in which an election year 
occurs far more than earlier events.  As a result, both interpretations 
are more likely to distinguish electoral-economic movements rather 
than average them out of the data.   
 In addition to the issues surrounding the modeling of voter 
myopia, one final problem with past election indicators exists. 
 

Problem 4:  Past models of electoral effects ignore 
economic movements in the period directly 
following the election and lose the opportunity 
to consider promise-electioneering. 
 

To address this problem, an election indicator must be designed that 
both accurately models voter myopia as discussed above, and also 
considers the desires of voters to be rewarded for their electoral 
performance following an election.  In order to meet both of these 
conditions, a sine curve from 0 to �  will be used, with the election 
placed at the peak of the period (� /2). 
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With the election at the middle, this form of the election indicator, 
ELES126, achieves both properties required.  The period from 0 to 
� /2 represents the “ramp-up” effects of voter myopia, with the weight 
placed on economic events increasing rapidly as the election 
approaches.  In addition, the period from � /2 to �  models voters' 
anticipation of reward, with the expectation of such economic 
movements fading slowly as the election falls further into the past.  
Again, to be specific, this model of voter myopia and expectations 
tracks the function sin(x), and the value of a given time period a to b 
is given by the integral from a to b of sin(x)(dx) or the equation cos(a) 
– cos(b).27  To understand the actual effects of this indicator, again 
consider the example of a June election.  ELES126 for the year 
preceding the election would be equal to .15 and the value of 
ELES126 for the year of the election would be .85.  It should be noted 
that the second half of the election indicator, the expectations portion, 
only tracks the six months following an election, not the full twelve.  
This is a result of two factors.  First, allowing the second half of the 
indicator to extend to twelve months would have made the relevant 
election period span two years, which is an enormous period of time 
within the data.  Additionally, incumbents looking to fulfill 
electioneering-related promises should optimally seek to do so at their 
first chance, for fear of retribution in future elections.  Thus, the 
period after � /2 is split into six pieces, rather than twelve.28  In 
conclusion, the model now consists of three separate election 
indicators, each designed for specific purposes.  For ELECON, the 
estimates should demonstrate evidence of strong macroeconomic 
cycles (relative to the other two), while ELEACC seeks to highlight 
transfer cycles, and finally ELES126 will provide any evidence of 
post-election economic movements which may be indicative of 
promise-electioneering.  Most importantly, however, all three models 
should help distinguish electorally-motivated economic movements. 

 

 

 

                                                 
27  Again, for more complete detail of the election year indicators, see 

Appendix A 
28  In addition, one may recognize that the value of the integral for ELES126 

is actually 2.  Thus, all values are halved in order to assign each election a 
total of 1 across the years 
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SUR: Accounting for Choice 

 In addition to the modification of the election year indicator, 
the new model must be capable of accounting for the range of 
incumbent policy options, a goal which dictates certain requirements 
of the model: 
 

1) The model must examine multiple cycles that reflect the 
varying electioneering choices that incumbents may make. 

2) The model must not only account for multiple cycles, but for 
those cycles' effects on each other. 

3) The model must explicitly consider that electioneering choices 
are tradeoffs – when one cycle increases in magnitude, the 
others’ should decline. 

4) The model must account for conditional and institutional 
factors which may alter incumbents’ incentives and 
capabilities, ultimately resulting in dampened or heightened 
electoral effects on the dependent variables. 

 
The first requirement reveals the need for multiple dependent 
variables.  In accordance, these variables must each be subject to 
regressions which can analyze potential explanations for movements 
in cycles, including the election year indicators, general controls, and 
modifiers which account for shifts in electioneering choices.  
However, running simultaneous but independent regressions is 
unlikely to produce any new results or advance previous research.  
Thus, requirement two demands a model which incorporates the 
effects of all cycles onto each individual cycle.  In order to achieve 
this, the method of seemingly unrelated regressions (SUR) will be 
used.  The SUR method uses the variance-covariance matrix of the 
error term in each individual regression of the system to weight all the 
regressions.  In this manner, the individual regression results evaluate 
not only the relevance of the independent variables29 within that 
estimation, but also the impact of other cycles.  Thus, for the first step 
in the model, we arrive at simultaneous equations in a SUR system: 
 
 

Step One 

Y j,i = � m � m,i*cntrycodm,i + � i*eleindi + � n � n,i*controln,i 

 

In these regressions – and, for the �  and �  coefficients in all future 
models – the Yj,i terms stand in for each dependent variable j = 1, 2, 
… while the � m,i terms represent individual country error terms, which 
will hopefully capture and country or region specific economic 
                                                 
29  Including controls, electoral effects, and errors 
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conditions which could effect model outputs.  In addition, the � n,i 
coefficients estimate the effects of certain common explanations of a 
given dependent variable's movement.  These controls include lags of 
the dependent variable and other widely accepted factors, which shall 
be discussed at length later.30  Finally, and most importantly, the 
election indicator coefficient �  represents the effects of an election on 
movements in the dependent variable.31  However, this is only one 
step in the right direction.  With SUR methodology, the estimates of 
each cycle will be weighted by one-another, but they will not be 
limited by each other.  This suggests that while an incumbent's choice 
to engage in one form of electioneering may affect choices on other 
policies, it does not necessarily constrain them.  Stopping here would 
permit the fallacious prospect that electioneering opportunities are 
limitless.  Thus, to model fully the aspect of incumbent choice, 
requirement three must also be satisfied.  As discussed above, 
incumbents' electioneering efforts reflect implicit choices: choosing to 
manipulate transfer payments is equivalent to choosing not to 
manipulate other economic policies.  Fully developed, a model should 
thus reflect two principles:  first, incumbent politicians always possess 
the incentive to electioneer (electioneering impetus), and second, those 
incumbents manipulate economic policy to varying degrees that 
depend upon situational and institutional factors (electioneering 
choice).  In order to map both of the effects, the regression coefficients 
on the election indicator �  will be replaced by a constant32 impetus (� ) 
and varying choice measures for the election indicator (� ): 
 
 

Step Two 

Y j,i = � m � m,i*cntrycodm,i + � * � i*eleindi + � n � n,i*controln,i 

 

The first specification to note is that �  is held constant across all 
regressions in the system.33  In this manner the coefficient acts as a 
general indicator of electioneering motivation.  Assuming that �  is 
positive, the total effect of an election on the movements of a 
dependent variable is then determined by the �  coefficient.  In order to 
introduce the necessary constraint into the model, the final � i will be 
tied to the values of the previous �  coefficients.  Thus, for n dependent 
variables, � 1, ... , � n-1 will be free to equal any value, while � n = 1 - � 1 - 

                                                 
30  Minimally, in the controls section, and at length, in Appendix A 
31  It should be noted here for all further purposes, if a dependent variable is 

expected to decrease during election years (tax rates or tax revenue, for 
example) the election coefficients are multiplied by -1 in order to preserve 
the constant positive nature of the impetus term, � . 

32  Across all time and countries 
33  And, indeed, in all future systems as well 
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... - � n-1 .  The model expects that the �  coefficients should be 
constrained between 0 and 1 in order to determine the relative 
electioneering efforts.  In total, the impetus coefficient �  will then 
account for the magnitude of electioneering while the �  coefficients 
indicate the composition of the electioneering cycles.  For example, if 
�  = .2, this implies that the total electioneering effort is .2 units of 
whatever unit to which the dependent variables are scaled.  To 
interpret the estimates, one need only look to the choice coefficients.  
In this example, if � 1 = .3, � 2 = .6, and � 3 = .1, the estimates implies 
that thirty percent of the .2 unit electioneering effort (or .06 units) is 
focused on the first dependent variable, sixty percent of the effort (.12 
units) is applied towards the second dependent variable, and ten 
percent of the manipulation (.02 units) moves the third dependent 
variable.  As a result of this constraint, any shifts in one �  must 
necessarily shift the other choice coefficients, mimicking the trade-off 
style policy options that face incumbents who seek to electioneer.  In 
the example, if � 2 increases to .7, � 1 and/or � 3 must decline, perhaps to 
.25 and .05, respectively.  In real terms, this implies that if an 
incumbent ups his electioneering efforts to .14 units of dependent 
variable 2, the units of electioneering devoted to dependent variables 1 
and 3 will decrease to .05 and .01 as resources are shifted to promote 
greater electioneering of the economic outcome represented by 
dependent variable 2.   
 Once the estimates for the divided model have been obtained, a 
third version of the system will be used to compose the impetus and 
choice coefficients into a single �  coefficient which will represent the 
real impacts of elections on the dependent variables: 
 
 

Step 3Three 

Y j,i = � m � m,i*cntrycodm,i + � i*eleindi + � n � n,i*controln,i 

 

This may appear to be the same system of regressions as the initial 
estimates; however, unlike the �  coefficient from the initial model, the 
election parameter �  will not be free to assume any value.  Rather, �  
will be a composition of the �  and �  coefficients such that � t = � * � t.34  
Thus, �  will be constrained by the same trade-off factors that 
constrained the �  coefficients in the previous model.  The expectation 
is that the �  coefficients will be strikingly more defined (statistically) 
than their counterpart �  estimates, a result that would suggest that the 
model of trade-offs more effectively captures electoral-economic 

                                                 
34  The standard error for these �  terms (and all subsequent composed terms) 

will be calculated using the standard errors of the original coefficients and 
their corresponding F statistic test results.  For example, in this case the F-
test would be � * � t = 0 
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cycles.  The theories surrounding these cycles are based upon 
observations of reality.  If statistical models are ever to locate 
empirical support for these theories, they must mimic that reality.  The 
results of these three models will be presented in Stage One of the 
empirical discussion in an attempt to provide the preliminary evidence 
that political-business cycles are indeed context-conditional. 
 In continuing the theme of modeling reality, problem four must 
next be addressed and the situational and institutional modifiers to 
general electioneering choices introduced into the model.  To 
accomplish this, the electioneering choice coefficient, � , will be split 
into the base electioneering choice, 	 , and the conditional modifiers, 
 , 
such that � i = 	 i + � p 
 p,i*elemodp,i.  The general variable, elemodp,i, 
represents the multiple situational and institutional factors that may 
affect incumbents’ electioneering choices.  Thus, the model becomes: 
 
 

Step Four 

Y j,i = � m � m,i*cntrycodm,i + � *( 	 i + � p 
 p,i*elemodp,i)*eleindi + � n 

� n,i*controln,i 

 

In this model, 	 t represents the general incumbent choice; or the 
percentage of the total electioneering efforts (� ) the incumbent would 
commit towards the specific dependent variable if all other modifying 
factors (elemodp,t) were not relevant (
 p,t = 0).  If any of those factors 
are relevant, however, 
 p,t represents the effect that a given modifier 
has upon electioneering composition.  If these modifier coefficients 
are positive (
 p,t > 0) the estimates imply that the presence of the 
factor tends to cause incumbents to commit a greater percentage of 
their electioneering efforts towards that dependent variable.  
Conversely, negative estimates (
 p,t < 0) indicate that incumbents 
shift their resources away from a particular policy effort.  It is 
important to note that the effects of these electioneering modifiers are 
also constrained across all equations; in other words for n dependent 
variables, 	 n = 1 - (	 1 + �
 p,1*elemodp,) - … - (	 n-1 + �
 p,n-

1*elemodp,n-1).  This ensures that the effects of any electioneering 
modifier 
  not only alters the emphasis of incumbent electioneering in 
that specific dependent variable, but in the total composition of the 
electoral-economic cycle – further solidifying the concept of policy 
trade-offs within the model. 
 Once estimates have been obtained for the full, decomposed 
version of the model, the output will be used to generate the real-
world effects model similar to the move from Step Two to Step Three 
before: 
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Step Five 

Y j,i = � m � m,i*cntrycodm,i + (� i + � p � p,i*elemodp,i)*eleindi + � n 

� n,i*controln,i 

 

As in step three, these estimated parameters represent the real effects 
of elections on economic policy as well as the modifications to those 
effects imposed by the situational and institutional factors which 
motivate and constrain incumbents’ actions.  Specifically, the �  
coefficient represents the amount of movement in the dependent 
variable attributable purely to the existence of an election, and thus to 
economic manipulation at the hands of the incumbent.  The �  
coefficients, like their 
  counterparts, indicate the nominal effects of 
the electioneering modifiers on the composition of electoral-economic 
cycles and subsequently conform to the same rules as the 
  estimates 
above.35  Stage Two of the empirical evaluation will present the results 
of both of these full models, focusing specifically on the 	  and �  
estimates in order to establish the primary evidence for the existence 
of electoral-economic cycles and the assertion that they are context-
conditional. 
 Finally, Stage Three of the evaluation will focus on the 
electioneering modifiers.  Using the systems developed in Steps Four 
and Five, differentiation of the regressions within the system will be 
used to examine the effects of each modifier on the relevant cycles.  
For example, assume central bank independence (CBI) is one of the 
electioneering modifiers.  Differentiating the regressions with respect 
to the electoral effects in Steps Four and Five of the model results in: 
 

d(Dv)/d(ELEIND) = � *( 	 i + 
 CBI,i*CBI i + � p 
 p,i*elemodp,i) 
 

and 
 

d(Dv)/d(ELEIND) = � i + � CBI,i*CBI i + � p � p,i*elemodp,i 

 
Furthermore, differentiating these equations by the desired 
electioneering modifier shows the extent to which that variable 
modifies the electoral effects on the dependent variable: 
 

d[d(Dv)/d(ELEIND)]/d[CBI] = � * 
 CBI,t 

 
and 

 
                                                 
35  In regards to both the positive/negative interpretations and the fact that 

each is constrained across the model 
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d[d(Dv)/d(ELEIND)]/d[CBI] = � CBI,t 

 

By examining these results, Stage Three will present the estimated 
effects of each potential electioneering modifier.  Hypotheses for all 
these expected effects are presented in the following section, and 
Stage Three of the empirical discussion will use the results of the full 
model to evaluate the ability of these hypotheses to explain the 
estimated coefficients for each of the electioneering modifiers.  Now 
that the full model has been laid forth, a discussion of data selection 
and operationalization, as well as a presentation of the many 
hypotheses regarding expected results, is necessary. 
 
 
 

Specifics: Data Choices, Operationalization, and Hypotheses 

Dependent Variables 

 The key in choosing the dependent variables for this model 
rests on balancing the interests of adequately capturing the range of 
incumbent choice and avoiding over-specification.  In regards to the 
first component, it is important that the dependent variables cover all 
or most aspects of electioneering policies.  This is necessary because 
the model constrains electioneering choices to those of the dependent 
variables.  As a result, if a model over-limits the range of dependent 
variables, the weighting of each cycle could be thrown off.  For 
example, consider a model which looks at cycles in economic 
outcomes A, B, and C.  If incumbents choose to manipulate outcome 
D, and D is wholly unrelated to A, B, and C, the constraints of the 
model will force all the lost electioneering in the other outcomes into 
the directional coefficient � C = 1 - � A – � B .  In this situation, the 
model would demand enhanced cycles in outcome C, which would not 
be borne out in the data.  This would most likely lead to the �  
coefficients adjusting by becoming negative, which is unacceptable 
given the expectations for the model.  Thus, in order to ensure that 
model outputs fall within the expected parameters, it is critical that 
policies which encompass a large portion of electioneering 
possibilities be represented by some dependent variable.  On the other 
hand, the possibility that the dependent variables will be too narrowly 
defined poses a few different but equally fatal risks to the model.  
First, the possibility of multicolinearity increase dramatically, which 
would either skew the results in odd ways, or make the models 
impossible to solve for any statistical software.  The other problem 
that arises with over-specification is the possibility of overlap.  In 
addition to incumbents choosing specific electioneering policies, they 
may engage a broad spectrum of similar policies in order to generate a 
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more significant or palpable result.  For example, consider a model 
which specifies both healthcare benefits and retirement benefits as 
dependent variables.  It is very possible that an incumbent politician 
may simply choose to increase transfer payments across all types.  In 
such a scenario, both dependent variables would increase.  However, 
the model’s constraints require that as one increases the other should 
decline.   This concern, like the issue of failing to specify an adequate 
range of policies as potential dependent variables, could lead to 
negative �  estimates, which would be incompatible with model 
parameters.  Thus, in order to avoid these risks to the model, it is 
important to choose dependent variables which are broad in their 
range, represent a full (insofar as possible) picture of incumbent policy 
choices, and exhibit minimal overlap in their coverage of 
electioneering cycles.  For the purposes of this work, the economic 
indicators which best fit these requirements are transfer payments, 
interest rates, tax revenue, and general government consumption.36 
 Transfer payments represent the classic policy choice for 
electioneering incumbents.  Beginning with Tufte, many past 
researchers have searched and found some (limited) support for the 
claim that transfers are systematically increased in a manner consistent 
with election timing.  For the purpose of this thesis, transfers will 
represent the category of electioneering policies which are limited in 
scale, targeted to certain groups, and whose effects can be timed 
relative to the other policies.  This policy option also represents, 
however, one of the more visible electioneering choices, and thus 
carries some risk of suspicion for incumbents.  While monetary and 
broader fiscal policy are often looked upon as economic management 
policies, and thus represent legitimate options for incumbents trying to 
encourage economic growth, calls for increased transfer payments are 
often highly politicized and sensitive, and as a result, these 
electioneering options can be more costly to incumbents who engage 
them aggressively.  In light of this concern, transfer cycles are 
expected to be the most conditional of the dependent variables in 
regards to the effects that electioneering modifiers have on their 
general electoral increase.  In the model, transfer payments, along with 
some other dependent variables, are represented as a percentage of 
GDP and controlled across nation sized by normalizing per household, 
coded TRSHHOGDP. 
 Interest rates are the monetary policy representated in the 
model.  As a summary measure of the money market, movements in 
interest rates can capture the effects of virtually any monetary policy 
engaged by incumbents for electioneering purposes.  While the 
tracking of money supply represents another possible dependent 
variable, such a method may fail to account for other monetary 
policies designed to combat inflation or drive financial markets around 
                                                 
36  Less transfer payments 
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election times.  Because of the necessary entanglement with 
international financial markets and local interest rates, monetary-based 
electoral-economic cycles should be constrained by the movements of 
international interest rates and economic conditions.  Finally, due to 
the scaling of the other dependent variables as ratios to GDP, interest 
rates will be calculated by dividing the percentage points by 100,37 and 
will be coded IRO100. 
 Tax revenue represents the large scale, non-macro component 
of electioneering policies.  This is a fairly specific policy but it is also 
an incumbent favorite, and it thus is included in the model.  Tax cuts 
are popular electioneering policies due to their wide appeal and the 
political downside of opposing them during an election year.  
Moreover, this dependent variable will allow for analysis of another 
phenomenon in electoral-economic cycles: promise-electioneering.  
As covered in the discussion of ELES126, incumbents as well as their 
opponents may often promise voters tax cuts if elected in hopes of 
gaining electoral support.  In order to examine the viability of this 
theory, an examination of the changes to the directional � TAX and � TAX 
coefficients between ELECON, ELEACC, and ELES126 will be 
critical.  To provide evidence of these promise-based political-
business cycles, � TAX and � TAX should increase as the election 
indicator is changed from ELECON/ELEACC to ELES126.  While 
such a result is not scientifically valid due to the impossibility of 
comparing across such models, the result would provide preliminary 
support for the claim and hint at the value of developing a more 
dynamic model to examine the hypothesis.  In addition to this 
expectation, the consistency with which tax cuts play a prominent role 
in elections suggests that the effects of an election on tax revenue will 
be more consistent and statistically robust than other dependent 
variables.  In other words, electoral effects are less likely to be 
affected by conditional factors and thus more likely to be statistically 
significant across all models.  In maintaining consistency across the 
system, tax revenue is recorded as a percentage of GDP and is coded 
TREVOGDP. 
 The final dependent variable, government consumption, 
represents the macroeconomic/stimuli policy in the model.  This is a 
rather broad and blunt variable; however it does gain the advantage of 
capturing any non-transfer stimulus spending.  In addition, this 
variable shares two relations to transfer electioneering.  First, if 
government spending is not infinite, but has a ceiling, government 
consumption would seem to act as a direct trade-off to transfer 
spending.  Stimulus spending is also relatively expensive, and, as a 
result, like transfer spending, is likely to be highly specialized.  
Therefore, support for consumption-based electoral-economic cycles 
should be limited in the basic models, and substantial evidence should 
                                                 
37  Such that an interest rate of say, 4%, becomes .04 
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only emerge after considering multiple electioneering modifiers.  
Moreover, in conjunction with the trade-off nature of consumption 
electioneering versus transfers, conditional factors that affect transfer 
electioneering should have similar but opposite effects on broad 
stimulus electioneering attempts.  Again, government consumption is 
represented as a percentage of GDP and is coded GCONSLTOGDP. 
 
 

Controls 

 Adding general controls which account for movements in the 
dependent variables to the model are necessary in order to ensure that 
the election coefficients do not overstate the effects of an election on 
economic movements.  The general requirements for a good control 
are that it has a significant effect on the movement of the dependent 
variable and that the mechanism for that effect is unrelated to the 
electioneering mechanism of the �  coefficient; with one exception.  
Each potential electioneering modifier is also included as a control.  
This is done so that the non-electoral effects of each conditional factor 
are controlled for and the subsequent estimates (
  and � ) do not 
overstate the affects of each modifier on the composition of political-
business cycles.  The primary control for every dependent variable is 
the lag of that variable – the value of the variable for the previous 
year.  In search of economic stability, governments have made sure 
that wild fluctuations in the economy are avoided as much as possible, 
meaning that past levels in all the dependent variables are likely to 
have a very strong relationship to present levels.  The other controls 
represent past arguments that have become widely accepted over time 
and still seem viable in this model.  For transfers, these controls 
include the percentage of the population over the age of sixty-five, the 
percentage of the population under the age of sixteen, the current 
economic growth rate, and a left-right center of government measure 
for the current government.  In the interest rate regression, controls 
include the current rate of inflation in the country to which that state's 
exchange rate is pegged (zero if the exchange rate floats), a dummy 
variable coded 1 when the country is at war, and a measure of the 
independence of the state's central bank.  For tax revenue, the lag 
review, along with a measure of growth and the left-right center of 
government indicator are included.  Finally, in the government 
consumption regression, the controls are the unemployment rate, the 
percentage of the population over the age of sixty-five, the left-right 
center of government measure, and the war dummy variable.38 In all, 
these controls add significant legitimacy and coverage to the model, 
raising the r2 measure of each regression to valuable levels. 

                                                 
38  For a complete explanation, operationalization, and coefficient results of 

these controls, see Appendix A 
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Electioneering Modifiers: Hypotheses 

 The electioneering modifiers presented in this thesis are 
limited in that they are generally broad and most have been well-
developed theoretically before this work.  The primary purpose of 
their inclusion is to refine the election indicator coefficients and tease 
out the pure election effects on economic outcomes.  This work does 
not seek to fully explain incumbent choices, but only to illustrate that 
such explanations are valuable both in that they help define the pure 
electioneering effects on economic outcomes and that they can help 
researchers understand incumbent incentives, constraints, and actions.  
Thus, I present an extensive battery of basic hypotheses below, 
summarizing their effects and the expectations derived from them, and 
will leave the development of more sophisticated and specific 
electioneering modifiers to future research. 
 

Hypothesis 1:  Strong, independent central banks limit 
the effectiveness of monetary and 
macroeconomic stimulus 

 
The primary purpose of central banks across developed democracies is 
to control inflation and stabilize the economy.  As a result, incumbents 
who attempt to flood money markets or stimulate the economy will be 
met with resistance from central bank operators.39  Thus, the critical 
issue is the level of independence of these banks.  Central banks that 
are powerful and operate with little political oversight are likely to 
dampen the effectiveness of inflationary electioneering policies, and, 
knowing this, incumbents in states with such banks are likely to turn 
away from monetary and macroeconomic electioneering toward 
narrower tax and transfer policies.40 
 

Hypothesis 2:  Governments that are controlled by 
multiple parties are less likely to engage in any 
form of electioneering 

 
One of the primary components of the theory of electoral-economic 
cycles is recognition.  If an incumbent believes that they will not 
receive credit for economic upswings and the accompanying electoral 
support, the incentive to engage in electioneering is significantly 
dampened.41  Assuming that the incumbent unit can be either an 

                                                 
39  Clark (03) 
40  Drazen (01) and Franzese (99) 
41  Goodhart (00) 
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individual or a party, members of multi-party governments face a 
difficult decision.  Each party must fear that the primary credit will be 
given to another party, particularly if the distribution of power in the 
government is heavily weighted towards a single large party.  
Additionally, if these incumbent parties seek to gain the votes of 
different voter blocs – who would respond differently to the various 
forms of electioneering – it may be difficult to compromise on a 
manipulative plan.  Finally, these parties may be unlikely to conspire 
together on such an issue for fear that their motives may be revealed 
by the other parties.  For all these reasons, governments composed of 
multiple parties may produce dampened political-business cycles. 
 

Hypothesis 3:  High levels of debt relative to GDP tend 
to constrain forms of taxation electioneering. 

 
All forms of electioneering tend to be costly and inflationary.  Over 
the past century voters have becomes increasingly fearful of high 
levels of government debt, and incumbents may fear an electoral 
backlash if they have presided over high-debt governments and then 
adopt a debt-increasing stance on taxation.  In addition, combinations 
of increasing costs (such as transfer increases and tax cuts) become 
even more explosive.  Thus, incumbents in countries with high levels 
of debt relative to their GDP may turn towards more palpable or debt-
responsible policies such as transfer increases and monetary 
electioneering, respectively, in lieu of advocating tax cuts.42 
 

Hypothesis 4:  Strong economic growth generally 
produces electorally-valuable economic 
outcomes and reduces the incentives for any 
alternative forms of electioneering. 
 

One of the key arguments for conditional electioneering is that the 
high cost levels of all forms of electioneering limit the magnitude of 
possible manipulation.  Economic manipulation is costly and positive 
results are never assured.  If this was not the case then electioneering 
would be rampant and the cycles would have been glaringly obvious 
in the past.  These facts, coupled with politicians' knowledge that 
strong economic growth produces wealth and prosperity (low 
unemployment, inflation, etc.), could lead many incumbents to ride 
out prosperous times without attempting additional manipulation.  
Rather than risk adopting inflationary policies with tenuous results, 
incumbents may simply surf to reelection upon the waves of growth. 
 

Hypothesis 5:  Incumbents presiding over smaller 
economies with higher levels of international 

                                                 
42  Franzese (02) 
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openness will tend to focus electioneering 
efforts towards tax and transfer and away from 
monetary and macroeconomic stimulus 

 
In the face of increasing globalization, governmental control over local 
economies has rapidly decreased.  These countries tend to possess 
pegged exchange rates which constrain the freedom of the local 
interest rates.  In addition, macroeconomic stimulatory policy is 
generally less effective when the state of the economy is more 
dependent upon international conditions.43  These constraints, 
however, do not diminish the incentive for incumbents to electioneer, 
only the efficacy of certain electioneering policies.  As a result, 
incumbents in smaller open economies are more likely to engage in 
tax and transfer electioneering, with diminished electoral-economic 
cycles in monetary and macroeconomic outcomes.44 
 

Hypothesis 6:  In states with pegged exchange rates, 
high levels of inflation in the country to which 
the currency is pegged leads to higher levels of 
tax and transfer electioneering and reduced 
interest rate cycles. 
 

Similar to small open economies, incumbents in states with pegged 
exchange rates are automatically constrained from monetary 
electioneering due to the need to maintain interest rates in line with 
those of their peg country.  However, inflation in that pegged country 
could also lead to poor economic conditions in the incumbents own 
state.  As a result, the incentive to electioneer in order to counteract 
these effects increases, while the option to electioneer (monetarily) 
simultaneously declines.45  These conditions push incumbents to other 
electioneering options that are less constrained by both the pegged 
exchange rate and the international economic conditions, such as tax 
and transfer manipulation. 
 

Hypothesis 7:  High levels of unemployment will lead 
to stronger electoral-economic cycles in 
government consumption and transfers. 
 

Unemployment is generally a hot button issue among voters, 
particularly when the level of unemployment is higher than normal.46  
Incumbents usually try to avoid such conditions, and the two most 
direct methods of fighting unemployment and its deleterious effects 

                                                 
43  Franzese (03) 
44  Clark (03) 
45  Drazen (01) 
46  Tufte (78) and Hibbs (87) 
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are higher levels of government consumption and unemployment 
compensation in the form of increased transfer payments.  In this case, 
the incentives to electioneer in these areas are doubled: not only do 
high levels of unemployment have incumbents scrambling to produce 
economic upswings via electioneering, but the two most direct 
methods of fighting the up tick in unemployment are two of the most 
obvious electioneering policies. 
 

Hypothesis 8:  Extreme levels of unemployment lead to 
increases in all forms of electioneering. 

 
The direst of economic times are generally defined by inordinately 
high levels of unemployment.47  In these cases, incumbents not only 
look for any positive economic outcomes to champion, but will do 
most anything to produce them.  As a result, this economic condition, 
whether caused locally or internationally, tends to produce 
widespread, high-magnitude electioneering efforts. 
 

Hypothesis 9: Right of center governments will produce 
electioneering cycles in interest rates and taxes, 
while left of center governments will produce 
electioneering cycles in transfers and 
government consumption 

 
Hypothesis 10: Left of center governments will produce 

electioneering cycles in interest rates and taxes, 
while right of center governments will produce 
electioneering cycles in transfers and 
government consumption 

 
These hypotheses may seem contradictory, yet the argument that 
supports Hypothesis 9 can be easily used to support Hypothesis 10.  
This is the classic partisan-cycle argument: right-leaning voters tend to 
favor smaller governments and strong money markets while left-
leaning voters favor strong central governments that provide social 
insurance and are less concerned with money markets due to the 
lower-income composition.48  Hypothesis 9 follows simply: right-wing 
incumbents seek to please their base in order to ensure high turnout, 
and thus will focus electioneering efforts toward the right-leaning 
voters' preferences, and vice versa for left-wing incumbents.49  
However, in election years motives are often shifted.  The focus of 
most elections tends to be the median voter,50 and, in attempting to 

                                                 
47  Hibbs (87) 
48  Hibbs (87) 
49  Clark (03) 
50  Franzese (02) 
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capture that individual, each party may seek to produce the outcomes 
favored more by those who are not already supporting them in an 
effort to display more centrist qualities.  As a result, left-leaning 
governments may offer tax cuts and try to drive financial markets 
while right-leaning incumbents may cater to voters whose income is 
lower than the average right-leaning voter by providing heightened 
social insurance and stimulating job creation through increased 
consumption. 
 In summary, the Steps Four and Five of the model will 
incorporate these various hypotheses in an attempt to both define the 
true electoral influence on these economic outcomes and to seek out 
explanations for international electoral-economic cycle variation.  
These hypotheses do not represent a comprehensive explanation of 
that variation, but rather attempt to identify some of the most obvious 
electioneering modifiers.  With strong results for an election's effects 
on economic outcomes, as well as evidence in support of these 
hypotheses, this model will hopefully lay the groundwork and provide 
a template for future research to develop more sophisticated, dynamic 
explanations of incumbents' electioneering choices. 
 
 

Empirical Results 

Stage One: Basic Model 

 The results for the simple SUR system are displayed in the 
table below: 
 

Transfers Interest Rates Tax Revenues Gov. Consumption

(% of GDP) (ir/100) (% of GDP) (% of GDP)

.00015 .00154 .00106 .00005

(.00090) (.00236) (.00094) (.00061)

.00011 .00147 .00124 .00023

(.00084) (.00219) (.00087) (.00057)

-.00099 .00139 .00287 -.00014

(.00112) (.00293) (.00116) (.00076)

TABLE 1: BASIC MODEL, NOT CONSTRAINED
Dvt = �� n,t*cntrycod n,t + � t*eleind t + �� m,t*control m,t

ELECON: � t

(s.e.)

ELEACC: � t

(s.e.)

ELES126: � t

(s.e.)  
 

The findings of Table One, much like predicted, mirror the 
inconclusive findings of most past research in the field.  While almost 
all of the �  coefficients are positive, suggesting some electorally 
motivated movement, the standard errors of these estimates render 
them inconclusive.  At best a claim could be made that the coefficient 
is at least greater than 0, and even that position may be a stretch.  The 
results for tax cycles are the only exception to this summary.  The �  
coefficients in these cycles are both significant in magnitude and 
somewhat statistically robust.  While any conclusions are unwarranted 
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at this point, these results provide preliminary evidence for three 
expectations expressed above.  First, any evidence of cycles in this 
initial model is extremely limited.  If the support for such cycles 
steadily increases as the Steps progress, this will not only provide 
support for the existence of electoral-economic cycles, but also that 
such cycles are context-conditional.  Second, the fact that the tax cycle 
is the lone regression to generate robust estimates for electioneering 
effects provides the first measure of support for the consistency and 
strength of such cycles in light of conditional effects.  If future stages 
of the model show that it is the choice parameter of electoral-effects 
that is currently muddying the statistical significance of these 
estimates, and not the impetus measure – and also if more refined 
models bring out stronger electoral effects in other cycles but fail to do 
so in tax cycles – it is reasonable to then assert that the directional 
indicator of the tax cycles is the only estimate which is not as heavily 
influenced by conditional effects.  In other words, if the coefficients 
on the other election variables become more defined in future models, 
this will suggest that their lack of statistical significance at this point is 
due to the inconsistent cycles generated by context-conditional factors.  
Conversely, if the coefficient on the tax cycle fails to gain 
significantly greater definition as electioneering modifiers are added to 
the model, it will support the argument that tax cycles are more 
resistant to situational and institutional factors.  Finally, the fact that 
both the magnitude and statistical significance of the �  coefficient for 
tax cycles are increased in the ELES126 supports the claim that tax 
electioneering may occur both pre-election and post-election.   
 The findings of the constrained, decomposed basic model are 
now present in Table Two: 
 

������� Transfers Interest Rates Tax Revenues Gov. Consumption

�� (% of GDP) (ir/100) (% of GDP) (% of GDP)

.00385 .08715 .53576 .35065 .02644

(.00280) (.21755) (.32626) (.27079) (.15574)

.00393 .06867 .48872 .37448 .06813

(.00259) (.19802) (.31069) (.25467) (.14396)

.00470 -.16123 .45585 .71001 -.00463

(.00352) (.29889) (.36669) (.48892) (.16093)

ELEACC: � t

(s.e.)

ELES126: � t

(s.e.)

TABLE 2: BASIC MODEL, CONSTRAINED AND DECOMPOSED
Dv t = �� n,t*cntrycod n,t + � *� t*eleind t + �� m,t*control m,t

ELECON: � t

(s.e.)

 
This second basic system, both alone and in comparison with the 
previous system, provides strong momentum for the context-
conditional electoral-economic cycle hypothesis.  First, along with tax 
cycles, some evidence for interest rate cycles begins to emerge here.  
This provides the first measure of support for the expectation that 
transfer and consumption cycles should be more heavily conditioned 
and thus less likely to locate significant evidence in basic models.  
Additionally, this system's output provides the next level of support 
for each of the claims discussed above.  The coefficients are still 
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somewhat weak statistically, but the increasing evidence only provides 
more support for the context-conditional theory.  In addition, the fact 
that the electioneering impetus is statistically positive points in two 
promising directions.  First, in support of the claim above, evidence of 
the positive nature of the impetus suggests that it is indeed the choice 
coefficients that are inconclusive at this time (with the exception of 
the tax cycle, and – to a lesser extent – the interest rate cycle).  This, in 
turn, supports the still tenuous claim that tax cycles are less 
susceptible to conditional interference than other electioneering 
options.  Moreover, the positive nature of the �  coefficient suggests 
that the incentive for electioneering is constant across all policy 
options, a critical assumption to the position that electioneering cycle 
variation is due to conditional and institutional interference and not a 
lack of existence or incentive (as many rational-expectation theorists 
might claim).  Finally, the pattern of increasing magnitude and 
robustness for the ELES126 indicator in tax cycles continues to 
substantiate the argument for promise-based electioneering.  Aside 
from these arguments, this model alone provides a few new insights 
and questions that should be considered further.  First, why do the �  
coefficients become negative in the ELES126 version of the system?  
Does this imply that electorally-motivated increases in transfer 
payments and government consumption are immediately reversed 
following an election?  In addition to this point, the goal of the 
ELEACC indicator – to draw out evidence of transfer cycles – seems 
to be failing.  Is this failure due to a misinterpretation of how these 
election indicators should work?  Or is the lack of evidence simply an 
anomaly of the underdeveloped models?  These issues shall be 
monitored, along with the above arguments, as analysis of the model 
progresses. 
 The composed results of the basic model in Step Two are now 
presented below: 
 

Transfers Interest Rates Tax Revenues Gov. Consumption

(% of GDP) (ir/100) (% of GDP) (% of GDP)

.00034 .00206 .00135 .00010

(.00089) (.00236) (.00091) (.00060)

.00027 .00192 .00147 .00233

(.00082) (.00218) (.00084) (.00221)

-.00076 .00214 .00334 -.00002

(.00111) (.00297) (.00113) (.00076)

ELEACC: � t

(s.e.)

ELES126: � t

(s.e.)

TABLE 3: BASIC MODEL, CONSTRAINED AND COMPOSED
Dv t = �� n,t*cntrycod n,t + � t*eleind t + �� m,t*control m,t

ELECON: � t

(s.e.)

 
There are two general observations that should be highlighted 
immediately.  First, the statistical significance of the electoral-effect 
estimates in this model is almost universally stronger than those of 
Step One.  While the overall statistical significance is still well below 
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most accepted levels, the relative comparison suggests that trade-off 
based relations between electioneering forms are indeed a better 
mechanism with which to capture evidence of political-business 
cycles.  Additionally, the stronger statistical definition indicates that 
viewing electioneering decisions as compositions of general incentives 
and constrained choices provides clearer indication of such cycles than 
estimating parameters that share only a quasi-relation to each other.  In 
addition, the loss of some of the robustness of the estimates from Step 
Two to Step Three represents the next piece evidence for the context-
conditionality of electoral-economic cycles.  The fact that these 
aggregate, real world estimates are less-well defined than their 
estimated impetus and choice counterparts highlights the fact that 
consistent cycles are still not evident in the data, despite the fact that 
the general incentive to generate political-business cycles is 
statistically sound.  This, in turn, suggests that the explanation for this 
disconnect lies in the inconsistencies of the choice coefficient:  the 
high levels of variance in the �  coefficients from Step Two translated 
into high variance estimates of the �  parameters despite solid impetus 
outputs.  In real terms, this implies that the international variance in 
electoral-economic cycles is due to the wide variety of the policy 
choices made by incumbents, and not a lack of interest in 
electioneering.  The causes of this policy variance, situational and 
institutional factors, will now be added to the model. 
 
 

Stage Two: Full Model: ELE Coefficients 

 The results for the electoral coefficients on the full models are 
displayed in the two tables below:51 
 

                                                 
51  In the name of clarity, from this point on, estimates are only reported for 

those parameters that are deemed to be reasonably statistically significant, 
implying a t-statistic at least approaching 1 
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TRANS I.R. TXREV GCONS TRANS I.R. TXREV GCONS TRANS I.R. TXREV GCONS

ELEIMP: �
(s.e.)

ELECHC: � t .23287 .59714 .03183 .13816 .15257 .63734 .05133 .15877 .16260 .63003 .14350 .06388

(s.e.) (.07440) (.09271) (.02321) (.06139) (.06993) (.09892) (.05303) (.06910) (.06051) (.09917) (.08143) (.05282)

CBI: � 1,t -.13582 -.24045 -.44597 -.13083 -.25356 -.08063 -.51642 -.14137 -.31297 -.11509 -.58195

(s.e.) (.07728) (.20233) (.20178) (.08640) (.22304) (.09600) (.23383) (.07579) (.17724) (.08180) (.19485)

EFFPART > 1: � 2,t 1.34345 1.32797 1.80564 1.78068 1.37772 -.25546 1.16175

(s.e.) (.70072) (.71533) (.82800) (.84058) (.60247) (.24272) (.65201)

DOGDP: � 3,t -.04693 -.06700 -.15150 -.04774 -.19079

(s.e.) (.04335) (.05246) (.05289) (.06230) (.09025)

GDPPC: � 4,t -.57585 -3.09591 -4.27277 -3.47512 -4.11290 -.48807 -2.59853 -.17119 -3.70251

(s.e.) (.33045) (.72496) (.83343) (.83759) (.90796) (.27519) (.65276) (.31416) (.81486)

SOE: � 5,t -.57692 -.62605 -.58905 -.66149 -.62477 .09589 -.54012

(s.e.) (.28736) (.29224) (.31343) (.31855) (.24259) (.12734) (.27329)

INFINPEGPC: � 6,t -.00421 .05240 .02947

(s.e.) (.03421) (.03679) (.02985)

U: � 7,t -.00481 -.01498 -.02118 -.00616 -.01671 .00662 -.01952

(s.e.) (.00454) (.01292) (.01461) (.00483) (.01422) (.00585) (.01657)

UEXTR2: � 8,t .13439 .36676 .43712 .12633 .43115 .49867 .05420 .43539 .05109 .51489

(s.e.) (.05762) (.15922) (.17808) (.05893) (.17602) (.19359) (.03698) (.14252) (.04434) (.16874)

LRCOG: � 9,t -.01400 -.01945 -.01111 -.01903 -.02262 -.00611 -.03136

(s.e.) (.00914) (.01106) (.01057) (.01275) (.01822) (.00945) (.02040)

TABLE 4: FULL MODEL, CONSTRAINED AND DECOMPOSED
Dv t = �� n,t*cntrycod n,t + � *(� t + �	 p,t*elemod p,t)*eleind t + �� m,t*control m,t

ELECON ELEACC ELES126

.05889 .04962 .08478

(.01194) (.01119) (.01957)

 
This stage will focus primarily on the default electioneering choices – 
those decisions incumbents would make if all context-conditional 
factors were irrelevant – and comparing these 	  and �  values to the 
electoral-effect coefficients from the previous steps.  The immediate 
reaction upon examination of the model in Step Four is to notice the 
statistical robustness that all of the 	  coefficients gain, relative to their 
�  counterparts, once electioneering modifiers are included in the 
model.  As a result, the support for context-conditional cycles gains 
even more momentum – this system highlights the fact that once the 
conditional and institutional factors are accounted for, the general 
estimated impact of elections on economic conditions is significant, 
both in magnitude and robustness.  The t-statistics on the estimates of 
the general election impact (	 ) – with the noted exception of tax 
revenue effects – have all climbed above the baseline goal of two.  In 
addition, the evidence for a general electioneering impetus has become 
extremely robust (t-statistics > 3), while the definition of the choice 
indicators has grown considerably – again with the exception of tax 
cycles.  Taken along with the evidence provided in stage one, the 
statistical argument in support of context-conditional electoral-
economic cycles proceeds as follows: if the models are allowed 
freedom to estimate natural electoral-economic effects, the strong 
variance in the estimates indicates that the composition of cycles 
varies across country.  Now, if these cycles are constrained by each 
other, evidence of their existence climbs both in magnitude and 
robustness.  Moreover, if the constraint is split into an electioneering 
impetus and a variable representing electioneering choice, the impetus 
is estimated to be positive and significant.  This suggests that variance 
in the cycles is due to the variance in the choice variable.  Moreover, 
the choice variable is shown to be a function of a constant level and 
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conditional factors which alter that level.  Translation:  the variation in 
political-business cycles is the result of incumbents’ choices regarding 
the policy composition of electioneering efforts, and the variation in 
those choices is due to the situational and institutional factors which 
enhance and constrain the incumbents’ incentives in regards to 
specific policies.  Thus, past failures to find evidence of these varying 
cycles is due to the failure of previous models to look for changing 
patterns, and, more importantly, the inability of past research to 
account for the factors which cause such variance.  In regards to the 
continuing arguments developed in Stage One, the results of the fuller 
model only substantiate these claims.  As reviewed above, the 
statistical significance of these cycles in comparison to those 
presented in Table One illustrate the power of conditional and 
institutional factors in constraining and altering incumbents' 
electioneering choices.  Moreover, the one regression which made 
little statistical gains after the introduction of electioneering modifiers 
is the tax revenue cycle, which again points to the persistence of tax-
based electioneering efforts despite external constraints.  Also, the 
strength of these tax cycles again increases in the ELES126 version of 
the regression, suggesting that tax cuts occur in the post-election 
period: most likely in keeping with campaign promises.  In regards to 
the failure of the ELEACC system to produce stronger transfer cycles, 
this pattern continues in the full model.  The cause of this progression 
is not immediately obvious.  Ultimately, the most important 
conclusion to be drawn from this table is the one discussed above: the 
effect of elections alone on economic conditions increases 
significantly once exogenous factors and other policy choices are 
accounted for.  In addition, these results suggest that fully developed 
future models could provide predictive power and significant evidence 
of electorally motivated economic manipulation.  Tufte, long ago, 
noted the potentially dangerous inflationary consequences of 
electioneering.  Little has been made of issue given the lack of 
substantial evidence for active economic manipulation.  However, if 
these and future models provide evidence of manipulative incumbents, 
what is to be done?  Have the voters been had?  These issues shall 
continue to be considered as the composed version of the full model is 
presented below: 
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TRANS I.R. TXREV GCONS TRANS I.R. TXREV GCONS TRANS I.R. TXREV GCONS

ELEIND: � t .01371 .03516 .00187 .00814 .00757 .03162 .00255 .00788 .01379 .05341 .01217 .00542

(s.e.) (.00473) (.01024) (.00135) (.00370) (.00362) (.00962) (.00273) (.00343) (.00492) (.01632) (.00769) (.00452)

CBI: � 1,t -.00800 -.01416 -.02626 -.00649 -.01258 -.00400 -.02562 -.01199 -.02653 -.00976 -.04934

(s.e.) (.00464) (.01349) (.01480) (.00425) (.01119) (.00489) (.01484) (.00639) (.01718) (.00718) (.02060)

EFFPART > 1: � 2,t .07911 .07820 .08959 .08835 .11680 -.02166 .09849

(s.e.) (.06051) (.03868) (.03505) (.03617) (.04426) (.01990) (.05113)

DOGDP: � 3,t -.00276 -.00332 -.01284 -.00405 -.01617

(s.e.) (.00252) (.00254) (.00377) (.00521) (.00704)

GDPPC: � 4,t -.03391 -.18230 -.25160 -.17243 -.20407 -.04138 -.22030 -.01451 -.31389

(s.e.) (.01999) (.04510) (.05113) (.04174) (.04280) (.02291) (.05021) (.02726) (.06404)

SOE: � 5,t -.03397 -.03687 -.02923 -.03282 -.05297 .00813 -.04579

(s.e.) (.01851) (.01911) (.01702) (.01755) (.02232) (.01028) (.02586)

INFINPEGPC: � 6,t -.00248 .00309 .00146 .05889

(s.e.) (.00196) (.00208) (.00145) (.01194)

U: � 7,t -.00028 -.00088 -.00125 -.00031 -.00083 .00033 -.00097

(s.e.) (.00026) (.00074) (.00083) (.00023) (.00069) (.00028) (.00081)

UEXTR2: � 8,t .00791 .02160 .02574 .00627 .02139 .02474 .00460 .03691 .00433 .04365

(s.e.) (.00300) (.00838) (.00923) (.00258) (.00758) (.00821) (.00291) (.00906) (.00366) (.01068)

LRCOG: � 9,t -.00082 -.00115 -.00055 -.00094 -.00192 -.00052 -.00266

(s.e.) (.00056) (.00069) (.00054) (.00067) (.00174) (.00083) (.00203)

TABLE 5: FULL MODEL, CONSTRAINED AND COMPOSED
Dv t = �� n,t*cntrycod n,t + (
 t + �� p,t*elemod p,t)*eleind t + �� m,t*control m,t

ELECON ELEACC ELES126

 
Again, the relationship between Table Five and Table Four is similar 
to that of Tables Three and Two.  Like Table Four, the results of the 
full model present compelling evidence for the existence of political-
business cycles in general and for the argument that these cycles are 
context-conditional.  The constant coefficient to standard error ratios 
(
  1.5) on the tax cycle election indicators over all five tables suggest 
that these cycles are not nearly as susceptible to external forces as 
other electioneering policies.  In addition, support for post-election tax 
manipulation continues in this model, as evidenced by the tripling in 
magnitude of the �  coefficient in the tax revenue regression.  
Moreover, like the relationship between Tables Two and Four, the 
coefficient changes from Table Three to Five follow two distinct 
patterns:  first, the statistical significance of all the estimates (except 
those in the tax revenue cycle) increase dramatically (from t-statistics 
in the .5-1.5 range to t-statistics in the 2-4 range); and second, the 
directional weight of electioneering policies shifts away from tax 
revenue and towards each of the other three incumbents' options.  This 
is not to suggest, however, that tax cycles are less prominent than 
other electioneering forms.  The electioneering modifiers included in 
the model are mostly constraints which diminish the cycles.  
Moreover, as will be shown shortly, the electoral-economic cycles 
seen in tax revenues are by far and away the least-effected by the 
conditional factors.  As a result, the total effects of an election on 
these economic outcomes more closely resemble the predictions of 
Tables Two and Three in the real world: the cycles (with the exception 
of the tax cycle) are highly variable due to the multitude of situational 
and institutional constraints placed on their use.  Thus, the �  
coefficient in the tax regression need not be large since the election 
modifiers do little to change the share of electioneering that goes 
towards tax manipulation, while the �  coefficients in the other cycles 
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must be bigger in order to compensate for the multitude of constraints 
placed upon these forms of electioneering.  Finally, consider the 
results at this point.  In a vacuum, the presence of an election – 
assuming constantly decreasing voter myopia (ELECON) – is an 
increase in transfer payments of more than one percent of GDP, 
declines in interest rates of three and a half points, cuts in tax revenue 
of almost .2% of GDP, and increases in general government 
consumption amounting to almost a full percent of GDP.  Translation: 
the year before an election, a state's economy is on the move.  
Inflationary spending and manipulation of money markets shifts 
billions of dollars around as incumbent politicians attempt to ensure 
reelection.  Of course, the world does not exist in a vacuum; all of 
these results are heavily mitigated by the electioneering modifiers, and 
the ultimate results shall be covered in Stage Three’s examination of 
the electioneering modifiers. 
 
 

Stage Three: Full Model: Electioneering Modifiers 

 The total effects of each electioneering modifier were listed in 
Tables Four and Five above, however I shall present each one in a 
more accessible form below as each hypothesis is reviewed and 
evaluated.  A few notes: first, the estimates used in these results are 
based on the ELECON version of the election year indicator.  To 
locate estimates for other indicators,52 refer to Table Five in the 
previous section.  Also, the derivatives presented will only be limited 
to the effects of the single electioneering modifier being considered.  
While the true derivative of the dependent variable would include 
multiple conditional factors, the presentation is simplified for the 
purpose of interpretation.  It is critical to remember, however, that 
these estimates reflect values estimated in conjunction with all other 
electioneering modifiers, not independently.53 
 
 

Central Bank Independence 

Derivative Default Choice Variable Effect

d(TRS)/d(ELE) = + .01371 - .00800 *CBI
(.00473) (.00464)

d(IR)/d(ELE) = - .03516 + .01416 *CBI
(.01024) (.01349)

d(GCONS)/d(ELE) = + .00814 - .02626 *CBI
(.00370) (.01480)

CBI

 
                                                 
52  Estimates for other indicators generally vary slightly, but usually not in a 

significant manner 
53  As in Tables 4 and 5, the results are only presented for those electioneering 

modifiers who reasonable approach statistical significance 
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Effects of CBI
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 Hypothesis 1 claims that high levels of central bank 
independence would create trade-offs in electioneering choices away 
from monetary and macroeconomic cycles and toward tax and transfer 
manipulation.  Table Six demonstrates that this hypothesis is mostly 
correct.  Monetary and consumption cycles are depressed by the 
presence of strong central banks, most likely due to the constraining 
effects of such institutions upon the effectiveness of these policies.  
However, this does not lead to the suggested trade-offs in transfer 
cycles.  Instead, high levels of CBI seem to depress these cycles as 
well, and as a result of the constraints of the model, high levels of CBI 
seem to shift electioneering efforts towards tax cuts alone.  Perhaps 
incumbents believe that strong central banks will tend to fight the 
inflationary effects of any in a manner that would be painful to the 
economy and the voters, and thus are deterred from any inflationary 
electioneering.  Incumbents thus turn to the only remaining 
electioneering responsibility: tax cuts.  Another possible explanation is 
rooted in the argument that high levels of CBI tend to produce more 
stable economies.  In these cases, incumbents may fear destabilizing 
the economy with large budgetary shifts and discretionary spending, 
and instead look to tax policy to produce their desired electoral results.  
In either case, it appears that strong, independent central banks tend to 
diminish the incentives for any electioneering which involves 
government spending or monetary policy in favor of alternative forms 
such as tax cuts. 
 
 

Effective Number of Parties in Government 

Derivative Default Choice Variable Effect
d(IR)/d(ELE) = - .03516 - .07911 *EFFPART

(.01024) (.00464)
d(GCONS)/d(ELE) = + .00814 + .07820 *EFFPART

(.00370) (.03868)

EFFPART
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Effects of EFFPART

-1

-0.8

-0.6

-0.4

-0.2

0

0.2

0.4

0.6

0.8

1

0 1 2 3 4 5 6 7 8 9 10

EFFPART

E
le

ct
io

ne
er

in
g 

C
ho

ic
e

IR

GCONS

 

 Hypothesis 2 argues that higher numbers of parties in the 
government will produce diminished political-business cycles across 
the board due to problems with credit assignment and electioneering 
compromise.  However, the results suggest that higher numbers of 
parties tend to drive up electioneering in government consumption and 
monetary policy.  One possible explanation is that the ability to 
compromise is the governing mechanism here: while most parties can 
come to agreements on government spending and interest rates (which 
are often out of the governments’ hands to some extent anyway), tax 
and transfer policies are highly divisive, and thus are much more 
difficult to agree upon.  In this scenario, all parties want to electioneer 
in some form, but can only agree to do so through monetary and 
consumptive manipulation.  Thus, the presence of a greater number of 
parties within a government will tend to increase the strength and 
frequency of electoral-economic cycles in monetary and consumptive 
policies, but diminish the cycles in transfer increases and tax cuts. 
 
 

Debt over GDP 

Derivative Default Choice Variable Effect
d(TAX)/d(ELE) = - .00187 + .00276 DOGDP

(.00135) (.00252)

DOGDP
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Effects of DOGDP
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 Hypothesis 3 predicts that higher levels of debt as a percentage 
of GDP would dampen the incentives to cut taxes as an effective 
means of electioneering.  The estimates seem to support such a 
hypothesis, along with some suggestive evidence that high levels of 
debt also diminish transfer and consumption movements.  In essence, 
it appears that the same argument for diminished tax cycles – that the 
public interest in holding down debt outweighs their desire for 
economic benefits at the cost of increasing debt – can also be applied 
to inflationary government spending. 
 
 

 

Economic Growth 

Derivative Default Choice Variable Effect
d(TRS)/d(ELE) = + .01370 - .03391 *GDPPC

(.00473) (.01999)
d(IR)/d(ELE) = - .03516 + .18230 *GDPPC

(.01024) (.04510)
d(GCONS)/d(ELE) = + .00814 - .25160 *GDPPC

(.00370) (.05113)

GDPPC
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Effects of GDPPC
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 Hypothesis 4 suggests that high levels of economic growth 
should supplant the need for electioneering policies by producing 
beneficial economic outcomes upon which incumbents could ride to 
reelection.  This prediction is supported across the board.  Higher 
levels of economic growth diminish the directional incentive for every 
form of electioneering whenever the modifier is statistically relevant.  
Relevant to note is that while the estimate for tax cycles in the 
ELECON version of the model failed to hold much statistical weight, 
the coefficient was still predicted to be positive, driving tax revenues 
up and tax-based electioneering down.  It appears that incumbents will 
indeed choose to surf on good economic times rather than actively 
manipulate the economy wherever they can.  In addition, since 
incumbents in most of the sample countries have the ability to call 
early elections, it has been argued that these individuals will simply 
call elections to coincide with economic upswings in lieu of actively 
manipulating economic outcomes – an argument that would also be 
supported by the model estimates. 
 
 
 
 
 

Small Open Economies 

Derivative Default Choice Variable Effect
d(IR)/d(ELE) = - .03516 + .03397 *SOE

(.01024) (.01851)
d(GCONS)/d(ELE) = + .00814 - .03687 *SOE

(.00370) (.01911)

SOE
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Effects of SOE
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 Hypothesis 5 argues that small and open economies’ control 
over their own macroeconomic and monetary conditions is severely 
limited by international forces, and as a result, incumbents are 
constrained in their ability to use these forces for electioneering 
purposes.  Using an aggregate measure of size and openness, this 
claim is substantiated by the estimates, which show that smaller 
countries with higher levels of economic openness have diminished 
electoral-economic cycles in the areas of monetary and 
macroeconomic outcomes.  In addition, the constraints in the model, 
which generate an implicit trade-off in the composition of electoral-
economic cycles, suggest that higher levels of SOE also encourage 
stronger transfer and consumption cycles.  In conclusion, while the 
estimates do not provide direct evidence of strengthened tax and 
transfer cycles in small, open economies, the support for dampened 
movements in monetary and macroeconomic policy imply that the 
trade-off does occur, and that electorally-motivated movements in 
taxes and transfers are enhanced in these states. 
 
 
 
 
 
 
 
 

Inflation in Peg Countries 

Derivative Default Choice Variable Effect
d(TRS)/d(ELE) = + .01371 - .00248 *INFINPEGPC

(.00473) (.00196)
d(TAX)/d(ELE) = - .00187 - .00309 *INFINPEGPC

(.00135) (.00208)

INFINPEGPC

 



 Michigan Journal of Political Science • 49 

                     

Effects of INFINPEGPC
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 Hypothesis 6 argues along similar lines to that of Hypothesis 5, 
predicting that higher levels of inflation in states to which a country's 
currency is pegged would lead to increased tax and transfer 
electioneering and decreased monetary manipulation.  On the 
monetary side, the effects of such inflation seem irrelevant (
  
  0), but 
this is likely due to the overriding statistical effects of strong central 
banks, which are most prevalent in nations with pegged currencies.  In 
regards to tax and transfer electioneering, the results are split.  
Increased inflation in peg countries tends to drive up tax-based 
electioneering while simultaneously dampening transfer cycles.  The 
explanations for these results are unclear.  Obviously, the increasing 
magnitude of tax cycles could be due to the loss of monetary 
electioneering as a viable option, but if that was the case, it would be 
expected to have the same effect in transfer electioneering.  These 
effects present a puzzle, and hopefully further, more nuanced variable 
may be able to say more about these outcomes.  What is more 
noticeable than this puzzle, however, is that the effects of the inflation 
rate in the peg country, while estimated at statistically significant 
rates, have little impact on electioneering composition.  Thus, while a 
nuanced examination may explain these effects, their negligible 
magnitudes render such a study of little value. 
 

 

Unemployment 

Derivative Default Choice Variable Effect
d(TRS)/d(ELE) = + .01371 - .00028 *U

(.00473) (.00026)
d(IR)/d(ELE) = - .03516 + .00088 *U

(.01024) (.00074)
d(GCONS)/d(ELE) = + .00814 - .00125 *U

(.00370) (.00083)

U
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Effects of U
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 Hypothesis 7 claims that higher levels of unemployment 
should drive up transfer and consumption electioneering, yet the data 
does not support either prediction.  Instead, higher levels of 
unemployment are associated with reduced magnitudes in transfer, 
interest rate, and consumption cycles and increasing magnitudes in tax 
movements.  However, the magnitudes of these effects are negligible 
at best.  Thus, while the direction of the estimated sign may seem 
surprising, the value of much further discussion on this specific 
electioneering modifier seems limited. 
 
 

Extremes in Unemployment54 

Derivative Default Choice Variable Effect
d(TRS)/d(ELE) = + .01371 + .00791 *UEXTR2

(.00473) (.00300)
d(IR)/d(ELE) = - .03516 - .02160 *UEXTR2

(.01024) (.00838)
d(GCONS)/d(ELE) = + .00814 + .02574 *UEXTR2

(.00370) (.00923)

UEXTR2

 

 Hypothesis 8 predicts that extreme levels of unemployment 
will lead incumbents to attempt all forms of electioneering in order to 
recover from the devastating effects that inordinately high levels of 
unemployment can bring down on an economy – and its voting 
population.  The data, for the most part, supports this hypothesis: 
extremes in unemployment lead to increases in transfers and 
government consumption – in the latter up to three percent of GDP 
more electioneering than normal.  The only electioneering choice that 
fails to respond significantly to such circumstances is tax policy, 
which seems to make intuitive sense.  The unemployed are not likely 
                                                 
54  Graph omitted: the variable is a dummy in a binary state 
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to be paying taxes, and therefore are least interested in tax cuts, while 
other forms of electioneering such as increases in transfer payments 
and general government spending can help alleviate their poor 
conditions and create jobs.  Thus, the estimates for this modifier are 
both statistically robust and intuitively sound. 
 
 

Government Partisanship 

Derivative Default Choice Variable Effect
d(TRS)/d(ELE) = + .01371 - .00082 *LRCOG

(.00473) (.00056)
d(GCONS)/d(ELE) = + .00814 - .00115 *LRCOG

(.01024) (.00069)

LRCOG

 

Effects of LRCOG
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 Hypotheses 9 and 10 suggest varying results from differing 
party control of government.  The model’s estimates, on the other 
hand, provide support for only one.  According to the estimates, right-
leaning governments tend to produce smaller cycles in spending 
policies (transfer and general consumption).  In addition, the implicit 
trade-off feature of the model implies that these same governments 
tend to produce somewhat stronger electoral-economic cycles in the 
interest rate and tax areas.  This supports Hypothesis 9's traditional 
partisan view that right-leaning governments will produce 
electioneering outcomes in-line with their party platform (strong 
monetary and tax cycles), while contradicting the “median voter” 
interpretation of partisanship advanced in Hypothesis 10.    
 Following the review of each individual hypothesis is an 
examination of the total effects of the electioneering modifiers on 
electoral-economic cycles by using Table Five.  The purposes of this 
shall again be limited to the constantly decreasing model of voter 
myopia (ELECON), however these summaries could easily be 
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extended to alternative models of voter myopia by using Table Five 
(see page 48).   
 The full transfer model is summarized by: 
 

TRSHHOGDP = �� n,t*cntrycodn,t + (.014 - .008*CBI - .034*GDPPC 
- .002*INFINPEGPC - .0003*U + .008*UEXTR2 - .001*LRCOG)*ELECON + 

�� m,t*control m,t 
 

The first noticeable characteristic of this model is that every 
electioneering modifier, with the exception of unemployment 
extremes, acts as a constraint on transfer cycles.  This implies both 
that transfer cycles are highly variable and also that real-world transfer 
electoral-economic cycles are much more muted, as a result of much 
variation, than the “vacuum” cycles presented above.  In regard to the 
coefficient magnitudes, the model suggests that strong levels of 
growth and central bank independence have significant negative 
effects on transfer electioneering: a CBI of .75 and four percent 
growth would cut transfer electioneering efforts by 
  .74% of GDP, or 
more than half of its initial level, while a CBI of .25 and one percent 
growth would cut such efforts by only 
  .23% of GDP, or less than a 
fifth of the initial level.  In addition, extreme cases of unemployment 
tend to drive transfer cycles, increasing efforts by more than thirty 
percent.  Finally, high levels of inflation in peg countries, increases in 
unemployment, and right-leaning governments tend to dampen 
electorally-motivated transfer manipulation, but only marginally.  In 
summary, transfer manipulation is constrained by a multitude of 
factors and thus the expectations regarding the highly conditional 
nature of transfer electioneering seem warranted. 
 The full interest rate model is summarized by: 
 

IRO100 = �� n,t*cntrycodn,t - (.035 - .014*CBI + .079*EFFPART 
- .182*INFINPEGPC - .034*SOE + .001*U - .022*UEXTR2)*ELECON + 

�� m,t*control m,t 
 

As with transfer cycles, the level of electorally-motivated monetary 
manipulation is highly dependent on conditional factors.  Many of 
these results are rather intuitive.  For example, higher levels of central 
bank independence, inflation in pegged countries, and openness all 
constrain the effectiveness or even the capability of incumbents to 
manipulate monetary policy to engineer lower interest rates and spur 
economic growth.  Surprisingly, additional parties in government 
actually spur increased monetary electioneering, which, as suggested 
above, could potentially be due to the fact that lower interest rates are 
the only policy upon which various parties can come to any 
agreement.  To understand the full effects of the most relevant 
modifiers, consider two hypothetical countries.  Country A has a 
small, open economy, a strong independent central bank, and the 
inflation in its peg country has increased ten percent over the year 
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before.  The magnitude of interest rate electioneering in A would be 
  
0.  Country B has a large, relatively closed economy where interest 
rates are determined by the government and exchange rate floats.  The 
magnitude of interest rate electioneering in B would be 
  .25.  Thus 
election years in A would tend to leave interest rates unchanged, while 
election years in B would tend to drop interest rates by approximately 
two and half points.  While strictly hypothetical, this example 
illustrates both the power of context-conditional factors in determining 
incumbents' electioneering choices and, given widely varying 
conditions and institutions, the strong likelihood of international 
electoral-economic cycles that vary widely across time and country. 
  The full tax revenue model is summarized by: 
 

TXREVOGDP = �� n,t*cntrycodn,t + (.002 - .003*DOGDP 
+ .003*INFINPEGPC)*ELECON + �� m,t*control m,t 

 
Tax-based political-business cycles are not very susceptible to 
electioneering modifiers.  While the models and tests presented in this 
thesis were not designed specifically to test this hypothesis, every 
piece of data produced in regards to tax cycles points in a supporting 
direction.  In the model, not only are there only two statistically 
significant electioneering modifiers, but even those modifiers have 
questionable t-statistics ( < 1.5), and their magnitudes are minuscule.   
Even with momentous movements in the modifiers (ten percent debt 
increase and a ten percent decline in inflation in the peg country) the 
overall tax-based electioneering barely budges (from .2% of GDP to 
.14% of GDP).  The conclusion: electoral-economic cycles in taxes, 
while having significantly reduced potential magnitudes relevant to 
the other cycles also occur more frequently and consistently across 
time and country.  In summary, while incumbents in a given election 
may not increase social security payments or engineer lower interest 
rates, they will almost always give their constituents a tax cut. 
 The full government consumption model is summarized by: 
 
GCONSLTOGDP = �� n,t*cntrycodn,t + (.008 - .026*CBI + .078*EFFPART - 

.252*GDPPC 
- .037*SOE - .001*U + .026*UEXTR2 - .001*LRCOG)*ELECON + 

�� m,t*control m,t 
 

Government consumption, as predicted and much like transfers, 
represents a highly variable form of electioneering.  The modifiers that 
are relevant to consumption-based cycles, much like the monetary 
modifiers, are relatively intuitive.  Independent central banks 
counteract inflationary stimulus spending, open economies constrain 
incumbents' control of the macroeconomy, right-leaning governments 
favor smaller governments in the form of lower outlays, and high 
levels of growth dramatically reduce the need for stimulatory 
spending.  One hypothesis that can be dismissed: the modifiers that 
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affect transfer spending will have the opposite effects on discretionary 
spending.  The examination of the relationship, however, is not a 
complete loss.  A closer look reveals that the modifiers generally act 
in similar manners, suggesting some sort of relationship between the 
two.  Perhaps these modifiers do not restrict a specific form of 
government spending, but rather spending as a whole.  In summary, 
government consumption cycles act much like transfer payment 
versions: highly variable, with the potential for very large and very 
small magnitudes. 
 Finally, to understand the impact of the electioneering 
modifiers on the composition of electoral-economic cycles, consider 
the table below: 

CBI LEVEL UEXTR ? SOE H/L DOGDP H/L TRS IR TAX GCONS
H DOGDP 0.0425 -0.0210 -0.0100 -0.0140

H SOE
L DOGDP 0.0420 -0.0200 0.0110 -0.0150

UEXTR2
H DOGDP 0.0248 -0.0380 0.0079 0.0043

L SOE
L DOGDP 0.0243 -0.0370 0.0065 0.0039

H CBI
H DOGDP 0.0346 0.0010 -0.0650 -0.0400

H SOE
L DOGDP 0.0341 0.0014 -0.0660 -0.0440

N UEXTR2
H DOGDP 0.0169 -0.0160 -0.0470 -0.0210

L SOE
L DOGDP 0.0164 -0.0160 -0.0490 -0.0220

H DOGDP 0.0449 -0.0250 0.0047 -0.0060
H SOE

L DOGDP 0.0444 -0.0240 0.0033 -0.0070
UEXTR2

H DOGDP 0.0272 -0.0420 0.0224 0.0122
L SOE

L DOGDP 0.0267 -0.0410 0.0210 0.0118
M CBI

H DOGDP 0.0370 -0.0030 -0.0510 -0.0320
H SOE
 L DOGDP 0.0365 -0.0030 -0.0520 -0.0320

N UEXTR2
H DOGDP 0.0193 -0.0200 -0.0330 -0.0140

L SOE
L DOGDP 0.0188 -0.0200 -0.0340 -0.0140

H DOGDP 0.0473 -0.0290 0.0192 0.0017
H SOE

L DOGDP 0.0468 -0.0290 0.0178 0.0012
UEXTR2

H DOGDP 0.0296 -0.0460 0.0369 0.0201
L SOE

L DOGDP 0.0291 -0.0460 0.0355 0.0196
L CBI

H DOGDP 0.0394 -0.0080 -0.0360 -0.0240
H SOE
 L DOGDP 0.0389 -0.0070 -0.0370 -0.0250

N UEXTR2
H DOGDP 0.0217 -0.0250 -0.0180 -0.0060

L SOE
L DOGDP 0.0212 -0.0240 -0.0200 -0.0060

TABLE 6: THE EFFECTS OF SELECT MODIFIERS ON E-E CYC LES
ELECTIONEERING MODIFIER DEP. VAR.
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The results in this table represent the electoral-effects on each 
dependent variable given a specific set of modifiers.  The 
electioneering modifiers considered here include central bank 
independence (in the summary forms high = .8, medium = .5, and low 
= .2), the dummy indicator for unemployment extremes, a summary 
measure of economy size and openness (high = .75, low = .25), and 
finally an index of public debt over GDP (high = .75, low = .25).  
Glancing over the model briefly reveals the amazing variation in the 
composition of electoral-economic cycles that these situational and 
institutional factors can generate.  A few highlighted examples: 

·  High levels of CBI, Extreme unemployment rates, High 
levels of international exposure, and high debt levels:  
+.043 TRS  -.021 IR  -.010 TAX  -.014 GCONS 

·  High levels of CBI, No extreme unemployment, low levels 
of international exposure, and low debt levels:  +.016 TRS  
-.016 IR  -.049 TAX  -.022 GCONS 

·  Low levels of CBI, Extreme unemployment rates, Low 
levels of international exposure, and low debt levels:  +.029 
TRS  -.046 IR  +.036TAX  +.0196 

 
With each change in a few modifiers, electorally motivated transfer 
and interest rate movements are altered by over 100%, while choices 
between tax electioneering and general consumptive electioneering 
trade back and forth.  Moreover, consider the average cycle across all 
of these possible compositions: 
 

·  Transfers: + .0319 +/- .0101 
·  Interest Rates: - .0224 +/- .0145 
·  Tax Revenue: - .0138 +/- .0324 
·  Government Consumption: + .0103 +/- .0178 
 

These cumulative results mirror those found in all previous research: 
some evidence for transfer cycles, some (much less) evidence for 
interest rate cycles, and no evidence for cycles in tax revenue and 
consumption cycles.  The model has slowly been building to the 
presentation of these results.  At the close of the empirical analysis, 
this table clearly demonstrates that electioneering modifiers have 
enormous effects on magnitude and composition of electoral-
economic cycles and reveals that the cycles are indeed context-
conditional. 
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Conclusions 

Summary Review 

 In conclusion, the model presented in this thesis has 
accomplished the goals for which it was constructed.  Initially, the 
estimates produced from Step One through Step Five illustrate a 
steady buildup in magnitude and statistical soundness all around.  The 
fact that changes in the estimates coincided along a predicted line with 
changes in the model ultimately supports the position that the 
composition of an electoral-economic cycle is heavily influenced by 
the choices incumbents make regarding which policies to engage and 
to what extent.  The results also demonstrate that these decisions are 
dependent upon the situational and institutional factors which both 
encourage and restrain certain choices.  The support for both of these 
claims is generated by the designed model, and taken together, they 
form the basis of the context-conditional electoral-economic cycle. 
 In addition, the design of new election year indicators was – 
for the most part – a success.  The failure of the ELEACC indicator to 
enhance the evidence for transfer cycles aside, both the ELECON and 
ELES126 models demonstrated marked improvement over the older 
versions.  While not explicitly shown in the body of this work, 
additional research demonstrated that the results of the ELECON 
model vastly improved on both the magnitude and statistical 
significance of the election year variable on all accounts when 
comparing ELECON to ELEOLD.  In addition, ELES126 was 
successful in achieving the goal of mapping economic movements in 
the period following an election which may have been driven via 
promises made by incumbents on the campaign trail.  In total, all three 
models election year indicators not only captured electorally-
motivated economic movements much more effectively than the older 
variables, but two of them were also able to fulfill the specific niches 
for which they were generated. 
 Finally, the stage of the research which contained 
electioneering modifiers provided valuable information on many 
potential factors in incumbents’ electioneering decisions.  Not only 
were multiple hypotheses about these effects supported, but this work 
demonstrated how the current model could potentially act as a 
template for any researcher who is looking to examine the effects of 
any given electioneering modifier on economic outcomes during 
election years. 
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Looking Forward: Future Research 

 In regards to future research, a few suggestions should be 
passed on.  Initially, the election indicator could still use more 
refinement.  The primary problem that still plagues the indicator is the 
mapping of late-year elections.  Because the data is aggregated over 
annual periods, even accelerating myopic equations such as 4x3 cannot 
discount economic movements occurring in January and February.  
While the design of ELECON, ELEACC, and ELES126 certainly 
alleviate some of the concern, much work remains to be done.  
Primarily, if data could be obtained for a significant sample that was 
aggregated over shorter periods of time – months or quarters, perhaps 
– the potential to specify voter discounting would increase 
exponentially. 
 In addition to further modification of the election indicator, 
exploring conditional variation on the electioneering impetus as well 
as the electioneering choice variable could prove valuable.  In the 
initial phases of this work, the model was designed to account not only 
for electioneering modifiers on the 	  coefficient, but on the �  
coefficient as well.  In theory, similar to affecting electoral-economic 
cycle composition, a situational or institutional factor could affect the 
electioneering impetus across all the dependent variables.  These 
variables would have to universally increase or decrease the 
magnitude of the electioneering impetus.  In other words, the modifier 
would represent a factor that universally encourages more or less 
electioneering across all dependent variables.  No possibility existed in 
the data for this project; however speculation includes one specific 
possibility: the expected closeness of an election.  If an incumbent’s 
incentive to electioneer is motivated by his desire for reelection, it 
seems natural to assume that the prospects of such a reelection would 
have a significant effect on an incumbent’s need and subsequent desire 
to electioneer.  Elections with high levels of expected closeness, then, 
could lead to a flurry of electioneering as nominees compete for 
electoral support and credit.  Conversely, elections that are not 
expected to be close would dampen electioneering movements across 
the board.  However, this work was unable to find an adequate 
measure of expected election and therefore abandoned the endeavor.  
It must still be noted, however, that the development of such a model 
could be infinitely beneficial to the progress of the research in 
accounting for total electoral-economic motivations, as well as many 
other fields. 
 In closing, this thesis has developed a model to replicate 
reality.  The world in which incumbents make decisions regarding 
electioneering is filled with incentives and obstacles, and multiple 
policies that respond to each.  This wide variation in situational and 
institutional factors has led to a wider variety of electoral-economic 



58 • Volume II, Issue vi; Fall 2006 

 

compositions, which in turn has led to an even wider international 
variation in the evidence that such cycles even exist.  By developing a 
model that accounted for all of these factors, this thesis has been able 
to present substantial support for the existence of electoral-economic 
cycles, as well as solid evidence that these cycles are indeed context-
conditional.  Moreover, this model has been used to verify the validity 
of multiple hypotheses regarding these conditional factors.  Finally, 
this paper has presented the complete model as a template with which 
future research may be conducted and theories proven and disproved.  
In summation, the model developed in this paper represents a new way 
to look at an old problem, and the methods developed within will 
hopefully be useful to all others who may approach them. 
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Appendix A: Model Controls 

 The following two tables present the estimated effects of 
several general economic and institutional factors on the movements 
of the dependent variables in the electoral-economic cycle models. 
 

TRANS I.R. TXREV GCONS TRANS I.R. TXREV GCONS TRANS I.R. TXREV GCONS

Dv Lag: � 1,t .93282 .73188 .88606 .90321 .93281 .73186 .88610 .90317 .93282 .73180 .88646 .90335

(s.e.) (.01121) (.03000) (.01629) (.01934) (.01121) (.03000) (.01627) (.01933) (.01121) (.03005) (.01619) (.01934)

POPOLD: � 2,t .07136 -.06679 .07152 -.06679 .07185 -.06666

(s.e.) (.04046) (.02252) (.04045) (.02251) (.04042) (.02252)

GDPPC: � 3,t -.05140 .00539 -.05141 .00545 -.05140 .00582

(s.e.) (.00831) (.00797) (.00831) (.00796) (.00831) (.00792)

LRCOG: � 4,t -.00037 -.00026 -.00025 -.00037 -.00026 -.00025 -.00037 -.00027 -.00025

(s.e.) (.00029) (.00030) (.00020) (.00029) (.00030) (.00020) (.00029) (.00030) (.00020)

POPYNG: � 5,t .04236 .04248 .04289

(s.e.) (.01768) (.01767) (.01765)

INFINPEGPC: � 6,t .01351 .01356 .01358

(s.e.) (.01142) (.01142) (.01142)

WAR: � 7,t .00577 .00267 .00579 .00268 .00583 .00267

(s.e.) (.00361) (.00092) (.00361) (.00092) (.00361) (.00092)

CBI: � 8,t .02520 .02523 .02517

(s.e.) (.01400) (.01400) (.01400)

U: � 9,t -.00041 -.00041 -.00041

(s.e.) (.00010) (.00010) (.00010)

TABLE A1: CONTROLS, BASIC MODEL
Dv t = �� n,t*cntrycod n,t + � t*eleind t + �� m,t*control m,t

ELECON ELEACC ELES126

 

TRANS I.R. TXREV GCONS TRANS I.R. TXREV GCONS TRANS I.R. TXREV GCONS

Dv Lag: � 1,t .94261 .71643 .85775 .87520 .92634 .70989 .86697 .87330 .93130 .73907 .86990 .86873

(s.e.) (.01235) (.03486) (.01869) (.02656) (.01161) (.03454) (.01964) (.02647) (.01160) (.03481) (.01924) (.02662)

POPOLD: � 2,t .02169 -.05863 .06006 -.06061 .07504 -.06111

(s.e.) (.04354) (.02689) (.04010) (.02689) (.04057) (.02695)

GDPPC: � 3,t -.02085 .00417 -.05212 .00276 -.04377 .00057

(s.e.) (.01069) (.00958) (.00829) (.00957) (.01065) (.01281)

LRCOG: � 4,t -.00079 -.00088 -.00001 -.00045 -.00085 -.00001 -.00053 -.00089 -.00003

(s.e.) (.00035) (.00037) (.00003) (.00033) (.00037) (.00003) (.00031) (.00042) (.00003)

POPYNG: � 5,t .02279 .03462 .03395

(s.e.) (.01789) (.01785) (.01766)

INFINPEGPC: � 6,t .00881 .00856 .00882

(s.e.) (.00331) (.00330) (.00326)

WAR: � 7,t .01179 .00168 .01237 .00167 .01241 .00186

(s.e.) (.00453) (.00115) (.00451) (.00116) (.00442) (.00115)

CBI: � 8,t -.01897 -.01808 -.02027

(s.e.) (.02674) (.02664) (.02649)

U: � 9,t -.00043 -.00041 -.00047

(s.e.) (.00014) (.00013) (.00012)

TABLE A2: CONTROLS, FULL MODEL
Dv t = �� n,t*cntrycod n,t + (
 t + �� p,t*elemod p,t)*eleind t + �� m,t*control m,t

ELECON ELEACC ELES126

 

·  Lag of the Dependent Variable:  As predicted, the 
statistically strongest control.  The lag serves to maintain 
the current level of the dependent variables, allowing all 
other independent variables – including electoral factors – 
to affect annual adjustments. 

·  Elderly Population:  As the percentage of a state's 
population above working age increases, the associated 
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costs of social welfare increase.  As a result, the 
composition of government expenditure shifts away from 
general consumption and towards transfers. 

·  Growth:  Increases in transfers tend to lag behind increases 
in GDP, suggesting that with higher growth rates, ratios of 
transfer outlays to GDP decline.  In addition, high growth 
rates tend to raise personal wealth, also suggesting a rise in 
revenues from taxation. 

·  Partisan Center of Government:  Right-leaning incumbents 
tend to favor smaller central-government size, leading to 
declines in transfers, taxes, and government consumption. 

·  Youth Population:  As the percentage of a state's population 
below working age increases, total per-capita GDP will 
tend to decline due to the loss of GDP generated by labor.  
Conversely, the need for social welfare tends to increase, 
causing a net increase in the ratio of transfers to GDP. 

·  Inflation in Peg Countries:  When states' exchange rates are 
fixed to those of other countries, the inflation (and its 
corresponding effects on the international markets) in those 
countries will tend to drive up local interest rates. 

·  War:  When a nation is at war, military spending, as 
captured in government consumption, is naturally driven 
up.  In addition, governments also may use seignorage to 
increase purchasing power and fund the cost of fighting the 
conflict. 

·  CBI:  Strongly independent central banks focus their efforts 
on maintaining stable, low inflation and keeping interest 
rates low. 

·  Unemployment:  Higher levels of unemployment increase 
demand for social insurance, which shifts government 
outlays away from general consumption. 
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Appendix B: The Election Indicators 

 Replication of and addition to the models presented in this 
thesis will require the reconstruction of the election indicators.  The 
method used to create these indicators is described below, as well as a 
table outlining the appropriate values of each given the date of an 
election.  Let e = month of an election.55 
For the year preceding an election year: 

·  ELECON = �2x(dx) from 0 to (12-e)/12 = ((12-e)/12)
2 

·  ELEACC = �4x
3
(dx) from 0 to (12-e)/12 = ((12-e)/12)

4 

·  ELS126 = (½)�sin(x)(dx) from 0 to ((12-e)/12)*(� /2) = 
(½)(1 - cos((� (12-e))/24)) 

For the year of an election: 
·  ELECON = �2x(dx) from (12-e)/12 to 1 = 1 - ((12-e)/12)

2 

·  ELEACC = �4x
3
(dx) from (12-e)/12 to 1 = 1 - ((12-e)/12)

4 

·  If e < 7, ELES126 = (½)�sin(x)(dx) from ((12-e)/12)*(� /2) 
to �  = 
(½)(cos((� (12-e))/24) + 1) 

·  If e > 6, ELES126 = (½)�sin(x)(dx) from ((12-e)/12)*(� /2) 
to (� (18-e)/12) = 
(½)(cos((� (12-e))/24) - cos((� (12-e)/6))) 

For the year following an election year: 
·  ELECON = ELEACC = 0 
·  If e < 7, ELES126 = 0 
·  If e > 6, ELES126 = (½)�sin(x)(dx) from ((18-e)/12)�  to �  = 

1 + cos(� (18-e)/12) 
In addition to these functions, the table below represents the values of 
the election indicators as used in the model. 
 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

YR. BEF. ELE 0.8403 0.6944 0.5625 0.4444 0.3403 0.2500 0.1736 0.1111 0.0625 0.0278 0.0069 0.0000

ELECON YR. OF ELE 0.1597 0.3056 0.4375 0.5556 0.6597 0.7500 0.8264 0.8889 0.9375 0.9722 0.9931 1.0000

YR. AFT. ELE 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

YR. BEF. ELE 0.7061 0.4823 0.3164 0.1975 0.1158 0.0625 0.0301 0.0123 0.0039 0.0007 0.0001 0.0000

ELEACC YR. OF ELE 0.2939 0.5177 0.6836 0.8025 0.8842 0.9375 0.9699 0.9877 0.9961 0.9993 0.9999 1.0000

YR. AFT. ELE 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

YR. BEF. ELE 0.4348 0.3706 0.3087 0.2500 0.1956 0.1465 0.1033 0.0670 0.0381 0.0171 0.0043 0.0000

ELES126 YR. OF ELE 0.5652 0.6294 0.6913 0.7500 0.8044 0.8535 0.8796 0.8660 0.8154 0.7329 0.6251 0.5000

YR. AFT. ELE 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0171 0.0670 0.1465 0.2500 0.3706 0.5000

YR. BEF. ELE 0.9167 0.8333 0.7500 0.6667 0.5833 0.5000 0.4167 0.3333 0.2500 0.1667 0.0833 0.0000

ELEOLD YR. OF ELE 0.0833 0.1667 0.2500 0.3333 0.4167 0.5000 0.5833 0.6667 0.7500 0.8333 0.9167 1.0000

YR. AFT. ELE 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

TABLE B1: ELE INDICATOR VALUES

ELEIND POSITION RELATIVE 
TO ELECTION

MONTH OF ELECTION

 

                                                 
55 If an election occurs before the 15th day of a given month, e = the month 

before the election.  
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Appendix C: Data Codebook 
 
 

Sample Information 
·  Countries Included:  Australia, Austria, Belgium, Canada, 

Denmark, Finland, France, Germany, Ireland, Italy, Japan, 
Netherlands, New Zealand, Norway, Sweden, USA, UK 

·  Country Numbers:  1 – Canada, 2 – USA, 3 – Japan, 4 – 
Australia, 5 – New Zealand, 6 – Austria, 7 – Belgium, 8 – 
Denmark, 9 – Finland, 10 – France, 11 – Germany, 12 – 
Ireland, 13 – Italy, 14 – Netherlands, 15 – Norway, 16 – 
Sweden, 17 – UK 

·  Sample Years:  1965 – 2000 
·  Total Number of Balanced Observations:  1962 
 

Country Dynamics 
·  Cntrycod:   Dummy variable; coded 1 for observation 

country, 0 for all other countries 
 

Dependent Variables 
·  TRSHHOGDP:  Total transfer outlays over gross 

domestic product.  Source: OECD Economic Outlook 
Database, Vol. 2002. 

·  IRO100:  Interest rates over 100 (interest rate of 5% = .05).  
Source: OECD Economic Outlook Database, Vol. 2002. 

·  TREVOGDP:  Tax Revenue over gross domestic product.  
Source: OECD Economic Outlook Database, Vol. 2002 

·  GCLTOGDP:   Total government consumption less total 
transfer outlays over gross domestic product.  Source: 
OECD Economic Outlook Database, Vol. 2002. 

 
Election Modifiers 

·  CBI:  Aggregate index of central bank independence.  
Includes measures of legal, political, and historical 
independence.  Source: Franzese, Robert Jr. 1998.  The 
Political Economy of Public Debt: An Empirical 
Examination of the OECD Postwar Experience. 

·  EFFPART:   Effective number of parties in government.  
Source: Franzese, Robert Jr. 1998.  The Political Economy 
of Public Debt: An Empirical Examination of the OECD 
Postwar Experience. 

·  DOGDP:  Total public debt over gross domestic product.  
Source: Franzese, Robert Jr. 1998.  The Political Economy 
of Public Debt: An Empirical Examination of the OECD 
Postwar Experience. 

·  GDPPC:  Economic growth.  Percentage changes in gross 
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domestic product.  Source: OECD Economic Outlook 
Database, Vol. 2002. 

·  SOE:  Composite measure of economy size and openness.  
Measure is inversely related to size and positively related to 
openness.  Source: Franzese, Robert Jr. 2003. “Multiple 
Hands on the Wheel:  Empirically Modeling Partial 
Delegation and Shared Control of Monetary Policy in the 
Open and Institutionalized Economy,” Political Analysis 
Vol. 11(4): 445-474. 

·  INFINPEGPC:   Inflation rate in the country to which the 
exchange rate is pegged. Source: Clark, William R. 2003. 
Capitalism, Not Globalism: Capital Mobility, Central Bank 
Independence, and the Political Control of the Economy.  
Dataset. 

·  U:  Unemployment rate.  Source: OECD Economic 
Outlook Database, Vol. 2002. 

·  UEXTR2:  Dummy variable.  Coded 1 when annual 
unemployment rate is two percentage points higher than the 
average of the five previous year's rates, coded 0 at all 
other times. Constructed using U data above. 

·  LRCOG:   Measure of government partisanship.  Scaled 
from 0 (extreme-left) to 10 (extreme-right).  Source: 
Franzese, Robert Jr. 1998.  The Political Economy of 
Public Debt: An Empirical Examination of the OECD 
Postwar Experience. 

 
Controls 

·  Dv Lag:  Lag of the dependent variable.  Source: See 
Dependent Variable Section. 

·  POPOLD:  Percentage of the population over the age of 
65.  Source: Huber, Evelyn, Ragin, Charles and Stephens, 
John D. 2004.  Comparative Welfare States Data Set.  Orig. 
Source: OECD Health Data. 

·  GDDPC:  Economic Growth.  Percentage change in gross 
domestic product.  Source: See Electioneering Modifier 
Section. 

·  LRCOG:   Measure of government partisanship.  Scaled 
from 0 (extreme-left) to 10 (extreme-right).  Source:  See 
Electioneering Modifier Section. 

·  POPYNG:  Percentage of the population under the age of 
fifteen.  Source: Huber, Evelyn, Ragin, Charles and 
Stephens, John D. 2004.  Comparative Welfare States Data 
Set.  Orig. Source: OECD Health Data. 

·  INFINPEGPC:   Inflation rate in the country to which the 
exchange rate is pegged. Source:  See Electioneering 
Modifier Section. 



64 • Volume II, Issue vi; Fall 2006 

 

·  WAR:   Dummy variable coded 1 when state is at war, 0 at 
all other times.  Source: Sarkees, Meredith Reid. 2000. 
“The Correlates of War Data on War: An Update to 1997,” 
Conflict Management and Peace Science Vol. 18(1): 123-
144. 

·  CBI:   Aggregate index of central bank independence.  
Includes measures of legal, political, and historical 
independence.  Source: See Electioneering Modifier 
Section. 

·  U:  Unemployment rate.  Source: See Electioneering 
Modifier Section. 
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I. Introduction 

The political foundation of American society has been 
considerably impacted by liberal political theory. The conception of 
government as a necessary evil that limits liberty, of liberty as a 
freedom from external interferences such as the State and the majority, 
and of inviolable individual rights as being essential to the protection 
of the individual, are all rooted in liberal thought. However, in 
contemporary political debate, critics of liberalism have blamed the 
liberal legacy for hindering the realization of a robust political 
community. Opponents of liberalism commonly level three charges 
against it: that the liberal misconception of the individual results in a 
flawed understanding of liberty, that democracy is improperly 
perceived of as being a limitation upon the exercise of liberty rather 
than an essential mode of its realization, and that the participatory 
element of democracy is instrumentalized and consequently 
denigrated.  

More specifically, Republican thinker Michael Sandel argues 
that liberalism, and specifically procedural liberalism, operates upon a 
flawed conception of the individual and liberty. This flawed 
conception results in the demand for a procedural, neutral government 
that strips the political community of its vitality, prevents substantive 
public discourse, renders citizens ill-equipped for civic participation, 
and ultimately results in a fragmented and unsustainable community. 
Democratic political theorist Benjamin Barber attacks another alleged 
weakness of liberal political theory, referring to it as “thin” 
democracy, by charging that liberal theory devalues the importance of 
citizenship and misunderstands the positive correlation between the 
exercise of citizenship and the realization of freedom. Both Sandel and 
Barber highlight the apparently irreconcilable tension between 
individual liberty and participatory democracy that is evident in and 
detrimental to liberal theory. As an alternative to liberalism, they 
envision a more active, vibrant, and cohesive political community 
founded upon a formative, rather than neutral, government and 
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constituted with a citizenry well-equipped to engage in effective and 
contributory civic participation.  

In their attacks on liberal political theory and their discussion 
of how its philosophical weaknesses have plagued contemporary 
American society, both Sandel and Barber imply that a number of 
these weaknesses are rooted in the form of liberal theory commonly 
attributed to John Stuart Mill. I argue, however, that Mill’s political 
theory should not be read simply as an example of classical 
liberalism56. Mill’s theory, which addresses and actually contributes to 
a number of republican concerns, is in fact much more complex and 
deserves extensive consideration and respect. 

Through a discussion of some of his ideas related to self-
government57 and liberty, I argue implicitly that Mill is not responsible 
for formulating and promulgating the liberal theory that has 
manifested itself as procedural liberalism or “thin” democracy.  I also 
argue that his political philosophy, properly understood, actually 
provides valuable insight into the pressing issues relating to liberty, 
participatory democracy, and citizenship that consume contemporary 
political debate. What I refer to as his reconciliatory political theory 
centers upon his belief that the way to cultivate citizens, both in 
fostering self-development and ensuring a robust political community 
without government interference, is through individual liberty and 
participatory politics. In his reconciliatory theory, Mill bridges the 
apparent chasm between individual liberties and a robust participatory 
democracy by combining seemingly opposed liberal and republican 
elements. In order to properly contextualize and shine a contemporary 
light upon Mill’s reconciliatory political theory, I first briefly examine 
the fundamental theoretical holdings of procedural liberalism, 
followed by a discussion of some of Sandel’s core criticisms of this 
contemporary liberal theory. 

   
 

II. Context: Overview and Critique of Procedural Li beralism 

Procedural liberalism can be understood as the ideological 
offspring of classical liberalism and the contemporary manifestation of 
the liberal legacy. The meaning of liberty according to procedural 
liberal theory is based on the Kantian conception of individuals as 
ends in themselves. According to Michael Sandel’s interpretation of 

                                                 
56 For the purposes of this paper, classical liberalism can be understood as the 

ideological father of procedural liberalism or, more generally, the form of 
“liberalism” that I refer to throughout this paper. Its fundamental theoretical 
holdings are strong individual liberties, minimal and limited government, and a 
conception of liberty as a freedom from external impediment. 

57 I use self-government as a general term to denote a democratic form of 
government based on citizen participation; the most appropriate contemporary 
manifestation of self-government is participatory democracy. 
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procedural liberalism, liberty depends, “on our capacity as persons to 
choose our values and ends for ourselves” (275). Infringements upon 
an individual’s liberty occur when external factors prevent an 
individual from making his own choices. If, for instance, the 
government compels an individual to adopt a particular lifestyle or 
value system, the autonomy of that individual has been violated. 
Limiting choice is therefore a limitation on freedom. As an end in 
himself, an individual is free so long as he is left alone and allowed to 
live his life according to his own conception of the good.  

Based on a Kantian conception of the self, procedural liberal 
theory conceives of liberty as being incidentally, rather than 
intrinsically or instrumentally, related to self-government. Instead of 
being essential to the realization of liberty, participation in self-
government is understood as being either based on a universal duty or 
a voluntary obligation (Sandel 26, 322). Citizens may choose to 
participate, but such participation is not chosen out of a desire to fully 
realize freedom. There is no deeply wrought sense that a failure to 
participate is a limitation on freedom. It follows, as liberal thinker 
Isaiah Berlin observes, that liberty is, “not logically connected with 
democracy or self-government,” and, “is not incompatible with the 
absence of self-government” (129).  

To allow for the realization of liberty through individual 
choice, procedural liberal theory holds that citizens should not be 
encumbered by moral or civic ties that they have not chosen. The 
government must not promote any particular conception of the good, 
because this would infringe upon individual autonomy; rather, it must 
provide a just framework within which people can “choose and pursue 
their own ends” (Sandel 322). Procedural liberalism therefore, 
“renounces the formative ambition and insists government should be 
neutral toward competing conceptions of the good life” (Sandel 6). By 
merely protecting the rights of its citizens, government can ensure 
their liberty.  

While liberal theory emphasizes individual autonomy, Sandel 
observes that it misunderstands and consequently de-emphasizes the 
considerable importance of citizen participation in self-government 
both to the sustainability of government and the cultivation of the 
citizenry. An understanding of liberty merely as, “the capacity to 
choose one’s ends and to respect others’ rights to do the same,” does 
not account for or foster the civic resources necessary to sustain self-
government (Sandel 6). According to Sandel, this is because citizens 
must come to possess a sense of community and a concern for the 
whole in order to properly engage self-government; they must be 
equipped with, “certain qualities of character, or civic virtues,” rather 
than merely with the capacity for autonomy (5). This would require 
the government to endorse a particular conception of the good and 
adopt a formative role in order to cultivate these qualities of 
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characters. Procedural liberalism relegates the government to the role 
of a neutral rights-protector, meaning that government has no 
legitimate role in the cultivation of civic virtues among its citizens. 
Sandel worries that, if government cannot help to cultivate these civic 
virtues, it is questionable whether the development of the qualities 
necessary to sustain the government can be ensured. Consequently, 
individual rights granted and guarded by the government cannot be 
guaranteed. To Sandel, then, a political community based upon 
procedural liberalism is not only undesirable but also unsustainable.  
 
 
III. Groundwork: Categorizing Mill and Understandin g His 

Political Philosophy 

A. Mill as a Liberal 

 Sandel’s criticisms of procedural liberalism are deeply related 
to fundamental differences between liberalism and republicanism 
regarding the ideal relationship between liberty, self-government, and 
citizenship. Sandel seems to imply that Mill’s political theory is 
liberal. Indeed, there seems to be abundant evidence that Mill could fit 
neatly into the category of a procedural liberal. Much of this evidence 
is found in Mill’s strong argument for individual liberty in On Liberty, 
in which Mill states that liberty, “consists in doing what one desires” 
(107). Based on this definition, he apparently conceives of liberty in a 
negative sense as a freedom from external interferences. Mill argues 
that a truly free society must grant its citizens extensive liberties, 
which include liberty of thought and feeling, of opinion, of tastes and 
pursuits, of planning our lives to suit our own character, and of doing, 
“as we like…so long as what we do does not harm others” (“On 
Liberty” 17). 

Mill’s insistence on extensive individual liberties places 
individuals outside of the realm of government interference or social 
influence and coercion in matters of self-interest. In what is commonly 
known as the Harm Principle, Mill establishes that the only end for 
which mankind is warranted to interfere with the liberty of an 
individual is to prevent harm to others (“On Liberty” 14). Mill argues 
that citizens should not be compelled or coerced to live or think a 
certain way, and power should not be exercised over citizens even for 
their own good. Constraining citizens to do something deemed good 
for them is a greater evil than letting them commit mistakes on their 
own (“On Liberty” 85).  In matters that concern only the individual, 
there is an absolute independence of right. In short, according to Mill, 
“over himself, over his own body and mind, the individual is 
sovereign” (“On Liberty” 14).   

The emphasis on individual liberties and the Harm Principle 
underlies Mill’s apparent support for minimal, neutral government. 
Even in matters that the government could do better, Mill argues that it 
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is preferable for individuals to engage in such matters for their own 
mental education. Mill warns against the evil of, “adding 
unnecessarily to the power of the government,” and also against the 
tendency for advanced civilizations to, “expect everything to be done 
for them by the State” (“On Liberty” 122-5). The State should respect 
the liberty of each citizen specifically in what affects only that citizen. 
This seems to require that the government’s priority should be to 
protect individual liberties. To do so, it would seem that government 
should adopt a primarily procedural role, the role of a protector of 
rights rather than a promulgator of the social good.  
 

B. Mill as a Republican/Utilitarian (Moralist) 

 Mill’s ardent defense of individual liberty, strong support of 
individuality, and distaste for the tyranny of the majority, the 
despotism of custom, and the coercive powers of society may lead 
some to categorize Mill as a procedural liberal or one of its ideological 
fathers. However, I believe such a classification is too simplistic 
because it disregards key elements in Mill’s writings. To challenge his 
being categorized as a procedural liberal, I would pose the following 
question: If Mill believed that granting and protection of individual 
liberties would be detrimental to the good of society and lead to its 
decay, would he still support such liberties? I would answer that he 
would not. Put in contemporary terms, Mill did not envision, and 
would not support, a society in which individual liberties (rights) 
trumped the good if he did not believe that these liberties contributed 
to the good.  

To interpret Mill’s philosophy as placing individual liberties 
over the social good would disregard his emphasis on and near 
obsession with social progress, including moral and intellectual 
improvement. Mill is no advocate of selfishness or selfish 
indifference. He argues that good government is impossible, 
“whenever the general disposition of the people is such, that each 
individual regards those only of his interests which are selfish, and 
does not dwell on, or concern himself for, his share of the general 
interests” (“Representative Government” 226). Nor is he an advocate 
of a passive citizen body unconcerned with the health of the 
community. In his essay The Contest in America, Mill states that, “the 
decayed and degraded state of moral and patriotic feeling which thinks 
nothing worth a war, is worse [than the evil of war]” (15).  Throughout 
his writings Mill condemns social mediocrity and stagnation while 
advocating innovation and social progress.  

Observing that the highest good of a nation is its moral health 
and that a citizen should improve its own physical and moral 
condition, Mill looks to government as a tool to improve mankind. 
Good government, Mill argues, increases the good qualities of its 
citizens, and its principle element is the improvement of its people 
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(“Representative Government” 243). The merit of good government 
depends partially on the extent to which it promotes the advancement 
of the community in, “intellect, in virtue, and in practical activity and 
efficiency” (“Representative Government” 227). If government, 
therefore, grants and protects individual liberties that contribute to the 
decay of mankind, government has failed.  

There is also evidence of specific vices and moral weaknesses 
that Mill strongly disfavors that would support his being categorized 
as a public moralist. Mill argues that the acts and dispositions that lead 
to encroachment on the rights of others, infliction of harm, falsehood, 
unfair or ungenerous dealing, and selfish abstinence from defending 
other from injury are “properly immoral.” Cruelty of disposition, 
malice, ill nature, envy, insincerity, resentment, greed, egotism, are all, 
according to Mill, moral vices that should be subject to moral 
reprobation. Mill is also openly critical of those who cannot restrain 
themselves from hurtful indulgences and pursuing animal pleasures, 
observing that they should, “expect to be lowered in the opinion of 
others” (“On Liberty” 86-7).   

Based on his condemnation of particular immoralities and his 
belief that government should be used as a tool to improve the moral 
and intellectual health of its citizens, it seems that, according to Mill, 
government cannot be strictly neutral and procedural. It appears, then, 
that Mill realizes the need for and resorts to the adoption of a 
formative, republican government, an unforgivable heresy in the eyes 
of staunch adherents to procedural liberalism. When his interest in the 
proper cultivation and moral health of the people is considered, along 
with his concern for social progress, some might hasten to categorize 
Mill as a republican or Victorian moralist just as easily as others might 
label him a classical liberal.  
  

C. Bridging the Gap: Mill’s Reconciliatory Genius 

 The tension that Mill faced can be summed up as the 
following: Citizens must be allowed considerable freedom for their 
own self-development through the expression of individuality. This 
seems to imply that government should refrain from adopting a 
developmental role and act strictly as a rights-protector. But, at the 
same time, the importance of social progress and moral and 
intellectual improvement implies the need for some means of citizen-
cultivation; merely leaving citizens alone will not ensure their proper 
cultivation as citizens. How can a respect for individual rights coincide 
with and further the social good? And, how can government be used as 
this means of cultivation without infringing upon individual liberties? 
To demonstrate how Mill alleviates this apparent tension, I will now 
focus upon some of his key ideas in On Liberty and Considerations on 
Representative Government. 
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Mill presents what I consider to be a noteworthy reconciliation 
of individual liberty, characteristic of liberalism, and self-government, 
essential to republicanism, in his discourse on the benefits of 
representative government. Mill’s reconciliatory theory is able to 
combine liberal and republican elements because he believes that 
liberal elements, such as extensive individual liberties, contribute to 
the good of society and that republican elements, such as civic 
participation, provide a positive forum for and contribution to the 
development of individuality and liberty by cultivating the character of 
citizens. Ultimately, the way to cultivate citizens without government 
interference is through individual liberty and participatory politics, 
between which there is a positive correlation.   
 

1. The State as a Rights-Protector: Guaranteeing Liberty as a 
Prerequisite to Self-Development 

One of Mill’s primary reasons for supporting individual liberty 
is because he believes it has instrumental value: the best way for 
society to progress is by granting citizens extensive individual 
liberties. If the government must at the same time protect extensive 
individual liberties and also cultivate the virtue and intelligence of its 
members, it follows that one of the ways to cultivate citizens must be 
through protecting and respecting rights that allow citizen’s extensive 
liberties. Wendy Donner rightly interprets Mill as believing that, “the 
state must not overstep its jurisdiction in dictating the form of 
development; it must leave it to individuals to direct and pursue 
diverse forms of development and must provide support for different 
developmental experiments” (126). Government cultivates its 
members by, with some exceptions, leaving them alone.   

Mill believes individual liberty should be valued because it 
protects and allows for the free development of individuality, which is, 
“one of the leading essentials of well-being” (“On Liberty” 63). Thus, 
according to Donner, Mill understands freedom as being necessary to 
the flourishing of individuality (150). Individuality has both intrinsic 
and instrumental worth because, as Mill states, “in proportion to the 
development of his individuality, each person becomes more valuable 
to himself, and is therefore capable of being more valuable to others” 
(“On Liberty” 78). Only the cultivation of this individuality through 
freedom leads to well-developed human beings. Borrowing from 
Wilhelm von Humboldt, Mill argues that humans should direct their 
efforts toward the individuality of power and development (“On 
Liberty” 64). 

This development requires being protected from the despotism 
of custom and the coercive powers of society. Mill claims that the 
despotism of custom wars against the spirit of liberty that is necessary 
to the exercise of individuality. Where citizens are under the yoke of 
custom, there is mediocrity. As a result, human advancement is 
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hindered because individuality is quashed. To triumph over the 
undesirable sway of custom and to ensure progress and development, 
non-conformism, originality, and eccentricity should be valued and 
protected. All of this requires the spirit of liberty, which Mill claims is 
the only, “unfailing and permanent source of improvement” (“On 
Liberty” 78). 

If individuality is so crucial to the development of citizens, 
who in turn contribute to the progress of society, it makes sense that 
the government should grant citizens rights that protect and even 
encourage their individuality. In protecting citizens’ extensive 
individual rights, government aids the cultivation of the citizenry in a 
procedural sense. It does not directly cultivate its members by teaching 
them how to be individualistic, nor does it mold them to think freely. 
To do this would be self-defeating and contrary to Mill’s fundamental 
belief that citizens must take responsibility for their own growth and 
development; they must be allowed to grow. What they need, and 
what government must guarantee, is freedom from external influences 
that might hamper their efforts to develop. In this respect, government 
must guarantee liberty in the negative sense. 
 

2. The Developmental Role of the State: Aiding Self-
Development through Civic Cultivation 

Mill is a strong supporter of individual liberty, because he 
believes that the exercise of liberty has a positive cultivating effect on 
citizens and is essential to their self-development. Consequently, he 
believes government could protect and promote to a great extent the 
cultivation of its citizens by not interfering. But, Mill does not claim 
that granting individuals extensive liberties and then merely protecting 
these liberties would be sufficient to guarantee the proper cultivation 
of citizens. What if society consisted primarily of uncultivated but free 
citizens, armed with individual liberties and driven by selfish desires, 
who were unable to participate effectively in self-government? What if 
the unrestrained exercise of individuality and eccentricity was actually 
detrimental to social improvement?  

Mill had to address these disastrous possibilities and provide 
for a safeguard. To do so, he goes beyond the discussion of individual 
liberties without dismissing their importance. Holding to a more 
substantive view of self-development, Mill understands that citizens 
need to develop certain characteristics (civic virtues) in order to 
maximize their realization of liberty and to become useful members of 
society.  

Realizing that the cultivation of civic virtue could actually 
increase a citizen’s capacity for freedom, Mill looks to participatory 
politics, the developmental arm of government, as a means of 
cultivating citizens through civic participation. Benjamin Barber 
charges that liberals such as Mill, “hold the idea of participation in 
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disdain,” because they conceive of political community as merely 
instrumental to liberty (7). He adds that the danger of adhering to an 
instrumental view of democratic forms such as participation is that 
democracy might be given up in favor of benevolent despotism or 
rational aristocracy (Barber 9). But I do not agree with Barber’s charge 
that Mill holds the idea of participation in disdain. While Mill may not 
view participation as an intrinsic good, the logical conclusion is not 
that he underestimates its importance and holds it in disdain. He was 
seeking to find a means of cultivating citizens in order to increase 
individual self-development and a robust political community. He 
found that the best means was participatory politics, but he realized 
that citizens did not exist for politics but politics for citizens. In this 
sense, Mill may have instrumentalized political participation, but for 
good reason. 

It is in his discussion of the importance of proper self-
development that Mill resorts to a more republican view of the State as 
having a developmental role. As Andrew Valls observes, while the 
State should not coerce citizens, it should, “encourage and nurture any 
rudiments it may find of a spirit of individual exertion,” by 
encouraging citizens to take the initiative to participate in self-
government and in the public realm (259). If the State can cultivate its 
members by allowing and encouraging them to take responsibility for 
their own development, then the best form of government allows 
citizens to take actual part in government through active citizen 
participation. Active participation is preferable because it enables 
government to assist in the cultivation of its members without coercing 
them or infringing upon their rights. 

For the purpose of cultivating civic virtues, Mill strongly 
advocates citizen involvement in local political institutions, jury trials, 
philanthropic enterprises, and joint public business concerns. 
Participation on a local level is particularly desirable and beneficial as 
a means of cultivation, because local bodies allow many citizens to 
have a chance of being elected and to hold a position in the public 
realm. Local political institutions should be valued more for their 
ability to cultivate citizens than for their administrative capacity 
(“Representative Government” 413). 

What specific impact does active participation have on 
citizens? For one, the character of citizens is positively affected. Self-
government requires an active rather than a passive character. In 
practice, citizens exercise and develop this active character by 
standing up for their rights, engaging in public debate, voting and 
running for office, and by seeking improvement in their lives and in 
the lives of others. While despotism favors passive citizenry, Mill 
argues that representative government demands and requires active 
citizens who will work together to take part in the public realm 
through civic participation.   
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An active character requires active intellectual faculties; hence, 
the intellectual faculties are cultivated as well through active 
participation. Mill notes that, “active effort results in intellectual 
superiority,” and that the only, “sufficient incitement to mental 
exertion is the prospect of some practical use to be made of its results” 
(“Representative Government” 239-49). Local political bodies provide 
a practical forum in which citizens have to act, think, and speak for 
public interests. Because citizens are allowed to participate in 
government, they have a motivation to exercise and develop their 
intellectual capacities. Practical application is a true test of thinking, 
and active participation allows citizens to apply and test their ideas in 
the public realm. 
 Active participation also has a positive affect on the moral 
faculties. Mill states that the, “food of feeling is action” 
(“Representative Government” 240). Moral cultivation takes place 
through participation in public functions, because citizens must weigh 
and consider interests other than their own, which increases their 
social consciousness. Participation also forges a greater sense of 
community amongst those who participate. Citizens come to see their 
interests as being more closely related to the interests of society. They 
learn to cooperate with one another rather than strictly caring for their 
own selfish interests. Ultimately, Mill observes that representative 
government fosters a “public spirit” by allowing citizens to actively 
participate in the public realm (“Representative Government” 255). 
 As a means of national education, participatory politics 
cultivates the citizenry in a number of positive ways. Individual 
cultivation automatically contributes to social development and 
progress because, as Mill argues, “the advantage of each individual 
member of the community,” is conducive to the, “advancement of the 
community as a whole” (“Representative Government” 249). Social 
progress is the fruit of individual development; therefore, a form of 
government that promotes individual development automatically 
contributes to the social good.  
 

3. Keeping the State in Check: The Need for Active Citizens 

But what is the harm if citizens do not possess the necessary 
civic virtues? Ultimately, liberty, essential to a robust political 
community, is at risk. Benjamin Barber observes that when citizens 
are not properly cultivated, “freedom must in practice remain in 
jeopardy – however secure it seems to be from the intrusions of 
careening majorities or self-proclaimed technocrats” (106).  Barber 
argues that the exercise of citizenship is essential to the protection and 
maintenance of freedom. Similarly, Sandel criticizes procedural 
liberalism because it underestimates the importance of citizenship and 
consequently, “lacks the civic resources to sustain self-government” 
(6). 



78 • Volume II, Issue vi; Fall 2006 

 

Like Sandel and Barber, Mill understands the importance of 
the exercise of citizenship to keep the State in check. An apathetic, 
selfish citizenry would allow a hungry despot to seize power and 
threaten liberty. Citizens should not only participate for their own 
enrichment, but also to limit the State and to prevent what Mill refers 
to as the, “great evil of adding unnecessarily,” to the power of the 
State (“On Liberty” 122). Mill promotes qualities, such as an active 
character constantly seeking improvement, that are essential to 
maintaining liberty by keeping the State and those hungry for power at 
bay. This aspect relates more to the protection of liberty in a negative 
sense, as a freedom from external infringement, than to understanding 
liberty as it relates to self-development. However, it highlights Mill’s 
understanding of the need for active citizens in order to maintain and 
sustain self-government.  

Mill’s discussion of representative government is the bridge to 
the apparent chasm between his support of individual liberties on the 
one hand and his support of social progress and moral and mental 
cultivation on the other hand. He envisions a political community in 
which a strong defense of liberty is compatible with a robust 
participatory democracy. To allow this compatibility, government 
must be formative, but not in a traditional sense. It fosters individual 
cultivation by protecting individual liberties and encouraging 
individual initiative, and it increases citizens’ ability to realize their 
liberty by aiding the cultivation of civic virtues through active 
participation in government.  
 
 
PART IV. Application to Contemporary Political Debate 

 Mill manages to reconcile seemingly antagonistic liberal and 
republican elements in his struggle to envision a political community 
in which citizens could have considerable individual liberty while also 
taking a strong interest in civic participation and the social good. What 
relevance or value does this reconciliation have to contemporary 
politics? Some may argue that Mill lived in a vastly different society 
compared to contemporary society, that his philosophy is outdated, 
and that times have changed. There is no doubt that Mill was writing 
in a different social context, but his ideas and insight are still very 
relevant and valuable to contemporary political philosophy.  
 

A. Understanding the Correlation between Liberty and Citizenship 

 In America, there is abundant discussion of rights and 
individual liberties. These rights are often used as trumps to exempt 
citizens from engaging in certain behavior or from being subject to the 
will of the majority. A citizen may claim defiantly, for instance, that 
she has a right to engage in certain behavior considered immoral or 
harmful. She has the right to do as she pleases so long as she does not 
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infringe upon the rights of others. Sandel and Barber observe that an 
overemphasis on individual rights based on a negative conception of 
liberty has proven detrimental to the sense of community necessary for 
a strong self-government.  
 Mill undoubtedly foresaw the problems that could arise from 
granting citizens extensive individual rights and limiting government 
or social interference with the rather stringent Harm Principle. He did 
not envision or desire a society in which citizens would constantly 
look to the Harm Principle as their credo in order to justify their 
selfish behavior and exempt themselves from any participation in 
public life. Mill fully admits that, “the mischief which a person does to 
himself may seriously affect,” those connected with him and society at 
large (“On Liberty” 90). He comprehends, perhaps to a greater extent 
than either Sandel or Barber, the importance of allowing citizens to 
exempt themselves if they desired, even engaging in potentially 
harmful behavior, so long as they did not violate the Harm Principle.  
 Why would Mill allow behavior that would seemingly destroy 
any sense of community? I have already discussed his belief in the 
awesome powers of individuality, including choosing one’s own life 
path, as being one reason. But, to go further, I would like to discuss 
what I will refer to as Mill’s awareness of a kind of “tyranny of 
citizenship,” to which Barber’s political theory seems susceptible. 
Barber argues that citizenship gives life to and sustains liberty; liberty 
only issues out of citizenship (145). The danger in adhering to such a 
conception of liberty is as follows: being a citizen requires being 
equipped with certain virtues, or qualities of character. The 
implication, then, is that only those properly equipped to be citizens, 
as distinct from individuals merely living within a community, can be 
free. Going further, this implies that government, if it is to promote 
freedom, is obligated to equip citizens with certain qualities in order 
that they may be free. While in theory this may not appear so 
foreboding, in practicality it opens the way for government coercion58 
through the tyranny of the majority and pervasive values. This 
includes an influx of moral police charged with the duty of forcing 
individuals to be free through the acquisition of certain qualities of 
character necessary to constitute them true and capable citizens. 
History attests to the incredible oppression that has been justified in 
the name of “helping” individuals to be free.  
 Indeed, even Sandel, though critical of liberal theory, 
recognizes that, “to accord the political community a stake in the 
character of its citizens is to concede the possibility that bad 
communities may form bad characters” (Sandel 321). To give credit to 
liberal theory, then, it is understandable that citizens would be allowed 
to use their rights as trumps in order to avoid coercion and oppression, 

                                                 
58 For more on the coercive implications of adhering to a positive conception of 

liberty, see Isaiah Berlin’s “Two Concepts of Liberty.” 
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even if for their own good. However, this is only a safeguard, and it is 
not preferable that citizens should use their rights as such. It is in 
recognizing the distinction between what should be allowed as a 
precaution and what is desired that Mill masterfully strikes a balance, 
which is best revealed through a discussion of his understanding of 
self-development.   
 My understanding of Mill’s view of self-development is as 
follows: Self-development requires freedom, in a negative sense, from 
any external influences that hinder such development. Thus, so long as 
a citizen has individual liberties to protect himself from negative 
external influences, he is free to a certain extent. But, his actual 
experience of freedom is limited by his degree of self-development. 
Based on this idea, Mill turns to the need for external forces to foster 
self-development. Participation cultivates civic virtues, which 
contribute to a citizen’s development, which subsequently increases 
that citizen’s capacity to realize freedom. I believe that the extent of 
self-development, which is partially dependent upon the cultivation of 
civic virtues through participation (an exercise of citizenship), is 
directly related to the capacity for the realization of liberty.      
 In response to Barber’s statements that citizenship is a 
necessary prerequisite to liberty, I believe Mill, based on his 
understanding of self-development, would have qualified this 
statement by saying that citizenship allows for a fuller realization of 
liberty. Citizens should not be forced to possess certain values, but 
possessing these values (such as civic virtues) may increase their 
capacity for the realization of freedom if their acquisition contributes 
to self-development. Mill would have agreed with both Barber and 
Sandel that citizenship, insofar as it contributes to self-development 
through the cultivation of certain qualities of character, expands a 
citizen’s capacity to realize freedom.    
 Mill’s recognition of the positive correlation between liberty 
and citizenship distinguishes him from adherents to classical liberal 
theory and its ideological offspring, some of whom tend to think of the 
cultivation of morality or virtue as being in opposition to liberty. 
However, Mill’s wariness of citizens being pressured into conforming 
to a particular mold of the “ideal citizen” led to his support of the 
Harm Principle, an undeniably liberal element in his political theory. 
Mill understands and allows for the importance of citizenship without 
resorting to a complete endorsement of republicanism. Citizens of 
today living within a democratic system would do well to consider 
Mill’s insight into citizenship. Acting as a citizen should be 
understood, at minimum, as an opportunity to cultivate oneself, rather 
than as an obligation or a limitation.  
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B. Restoring Substantive Public Discourse through the Free 
Exchange of Ideas 

While Mill strongly disagrees with forcing citizens to live or 
think in a certain way, C. L. Ten rightly observes that Mill, “explicitly 
rejected the assumption that tolerance of another implies complete 
indifference to his behavior” (147). Mill clearly states that his doctrine 
should not be considered one of, “selfish indifference, which pretends 
that human beings have no business with each other’s conduct in life” 
(“On Liberty” 87). Citizens should not actively interfere in the lives of 
fellow citizens, but they should seek to persuade and adjust the 
behavior of citizens lacking virtue and to provide their fellow citizens 
with advice and warning. Mill refers to this as “disinterested 
benevolence,” a means of promoting the cultivation of fellow citizens 
without hindering their own growth (“On Liberty” 84). The distinction 
between persuasion and coercion is important to Mill’s balance of 
individual liberty on the one hand and a healthy cultivated citizenry on 
the other. 
 Sandel argues that, “ the effort to banish moral and religious 
argument from the public realm for the sake of political agreement 
may end by impoverishing political discourse and eroding the moral 
and civic resources necessary to self-government” (23). Mill would 
have fully agreed with this observation. The very fiber, the cohesive 
power, of our community is weakened when public discourse is 
stripped of substantive matters related to morality or religion. It is also 
detrimental when modern equivalents of the Despotism of Custom 
rampant in Mill’s day, whether public opinion or pervasive social 
norms, prevent or discourage citizens from openly criticizing the 
opinions, values, or lifestyles of their fellow citizens with whom they 
disagree. Sandel asks how our political discourse can, “engage rather 
than avoid the moral and religious convictions people bring to the 
public realm” (7). I suggest looking to Mill for the answer. He strongly 
emphasizes the importance of allowing the free exchange59 of 
substantive beliefs, ideas, and opinions on matters such as religion and 
morality regardless of how unpopular or controversial these ideas and 
opinions may be. Mill rightly fears that the lack of a substantive public 
discourse and the prevalence of a fear of being stigmatized for 
publicly expressing unpopular convictions would result in an 
“intellectual pacification” that would encourage, “a large portion of 
the most active and inquiring intellects,” to keep their convictions to 
themselves rather than to bring them into the realm of public 
discussion (“On Liberty” 38). 
 Barber claims that the caution evident in Mill’s Harm 
Principle, “provides no affirmation of public values, public thinking, 
                                                 
59 See Chapter 2 of On Liberty, which discusses the importance of liberty of thought 

and discussion. Unfortunately, an in-depth look at his compelling insight into the 
importance of a free thought and discussion is outside the scope of this paper. 
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or public action” (5). But Mill does affirm public values, thinking, and 
action. He may not insist that citizens adhere to a particular value 
system, but he affirms the need for substantive public discourse 
through public exchange of convictions, opinions, and values. I must 
again emphasize the important distinction between tolerance and 
indifference, between what Mill wants and what he allows. Mill wants 
citizens to participate, to cultivate their intellectual and moral 
faculties, to publicly exchange ideas and express their convictions, to 
care for their fellow citizens and to cooperate with them. He supports 
particular excellences of character, such as individual initiative, an 
active character, and social-consciousness, which are necessary for a 
free exchange of ideas to take place. Yet, due to his wariness of the 
prevalence of a tyranny of public morality, he allows for citizens to 
have individual rights that will protect them from such tyranny, 
although he hopes that these rights will not have to be used as trumps 
but only as safeguards.    

 
 

Conclusion 

 If procedural liberalism has wounded American society by 
encouraging the use of rights as trumps, eliminating substantive moral 
discourse under the name of fairness and political sensitivity, I would 
suggest looking to Mill for healing. Mill’s reconciliatory political 
theory combines liberal and republican elements based on a vision of a 
political community in which extensive individual liberties would 
coincide with and contribute to the cultivation of a public-minded 
citizenry with a strong participatory ethos. Far from being responsible 
for promulgating the liberal legacy that republican theorists Sandel 
and Barber bemoan as undermining democratic community, I have 
argued that Mill’s political theory is much too complex and concerned 
with social progress and moral and intellectual health to be carelessly 
construed as that of classical liberalism or its modern equivalent. I 
have also briefly applied some of Mill’s political ideas, such as the 
need for liberty and civic virtue and the importance of the free 
exchange of ideas, to contemporary issues, in order to demonstrate that 
Mill actually addresses some of the problems that Sandel and Barber 
attribute to fundamental weaknesses in liberalism or “thin” 
democracy. Mill’s reconciliatory philosophy does not envision a 
political system void of any internal tension, but rather it bridges 
seemingly irreconcilable republican and liberal elements without 
compromising the value and importance of either.  
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HOW SOCCER EXPLAINS THE WORLD : AN {UNLIKELY } THEORY  
OF GLOBALIZATION  

By Franklin Foer 
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Review by Neil Rao 
 
 
 Taking an eight month leave from the New Republic and New 
York magazines to write a book that involved traveling worldwide, 
attending matches and training sessions, and conducting interviews, 
Franklin Foer conceives a piece as delightful as the beautiful game. 
More importantly, as Foer details from the outset, he fulfills a void 
previously unrealized and left surprisingly vacant: in a world already 
engaged in soccer’s globalization, no one had yet undertaken an 
analysis of the sport, hereafter referred to as football, and its influence 
on the world within the context of globalization. In How Soccer 
Explains the World: an {unlikely} theory of globalization, Foer wittily 
and insightfully investigates examples relating football to globalization 
while admitting the cute nature of these connections. As the title 
suggests, this book offers amusement and provokes thought but falls 
short of a rigorous or complete analysis of globalization; it is, above 
all else, an entertaining collection of stories whose conclusions rely 
fundamentally on appreciation of football.  
 Foer crafts a lively book by actively mapping out the entire 
football world and delving into both its humorous and its terrifying 
qualities. Beginning with an inquiry into Red Star Belgrade and the 
state of Serbia, Foer deals with the joys and collective appreciation of 
football and the game’s contrast to the world that surrounds it, a world 
that football is inextricably involved. In describing the importance of 
football to a society in the prologue, Foer remarks that,  

“it is often more deeply felt than religion, and just as 
much a part of the community’s fabric, a repository of 
traditions. During Franco’s rule, the clubs Athletic 
Bilbao and Real Sociedad were the only venues where 
Basque people could express their cultural pride 
without winding up in jail. In English industrial tows 
like Coventry and Derby, soccer clubs helped glue 
together small cities amid oppressive dinginess” (4).  

After working to lay this groundwork, establishing the centrality of 
football to a community, Foer introduces his central question. Simply, 
his focus in this text is to “use soccer – its fans, its players, and 
strategies – as a way of thinking about how people would identify 
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themselves in this new era” (5). Foer subsequently divides the book 
into three focuses: examining globalization’s failure to end ancient 
rivalries; investigating the new economics of football; and scrutinizing 
nationalism through the purview of football.  
 In his second demonstration, Foer draws upon Glasgow’s two 
top-flight clubs, Rangers and Celtic, to exhibit the fierce hatred that 
lives through football and has not been quenched through 
globalization. While Foer’s anecdotes are all flawlessly intertwined, 
well-timed and well-placed throughout the novel for special illustrative 
power, here they shine with particular brilliance. Presenting the 
unmitigated hatred between the two clubs and the permeating presence 
of this reviling spirit, Foer recalls one example:  

“As the Protestants celebrate a goal, they’re egged on 
by team captain, a long-haired Italian called Lorenzo 
Amoruso, who has the look of a 1980s male model. 
Flailing his arms, he urges them to sing their anti-
Catholic songs louder. The irony is obvious: Amoruso 
is a Catholic. For that matter, so are most of the 
Rangers players. Since the late nineties, Rangers 
routinely field nearly as many Catholics as Celtic. Their 
players come from Georgia, Argentina, Germany, 
Sweden, Portugal, and Holland, because money can by 
no better ones. Championships mean more than 
religious purity” (39).  

Utilizing quotes from interviews and anecdotes to his advantage, 
Foer’s case is clear. Not only does religion take a back seat to football, 
but football exemplifies globalization in multiple ways: clubs are 
social blends of nationalities and cultures, and fans paradoxically 
tolerant intolerance, showing a love for what one is while, in this case, 
knowingly appreciating the other.   
 Foer continues his dual explorations of football and 
globalization by addressing ‘the Jewish question’ and the spirit of 
hooliganism in London, both past and present. Foer again resorts to 
quotes and anecdotal tales to make his point but, creatively, also turns 
to ballad to show the fervent anti-Semitism that still rages through 
Europe. In song, Foer relates exceptionally hateful tunes of Chelsea 
fans toward their Tottenham neighbors: “Hitler’s gonna gas ‘em again 
/ We can’t stop them / The Yids from Tottenham” and “Gas a Jew, 
Jew, Jew, put him in the oven, cook him through (79). Later delving 
into the terroristic exploits of Chelsea fans to elaborate on the violence 
associated with football, Foer makes the brutality of the beautiful 
game blatant while also proving the failures of globalization to tame 
hatred across groups of differing identities.   
 Foer’s engaging style entertains readers and the nature of his 
storytelling makes his transitions seamless. Switching to economic 
analyses, Foer delves into the state of football in South America, 
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ravished by corruption and match fixing, before switching over to 
Italy, similarly plagued by scandal and an accumulation of power in 
the hands of Silvio Berlusconi and a select company of oligarchs who 
rule Italian football. In his structure and style, Foer makes obvious 
connections between the two while also showing, in the case of the 
Nigerian footballers in Ukraine, the other effects of globalization of 
the game. While similar problems run rife regardless of the country, 
globalization has brought additional struggles and concerns. Again, 
while Foer admirably relates his observation through his own words 
and structure, a snippet from an interview does his work best:  

“Ukrainians imagined that they once were a great 
soccer nation. Now they needed to import Nigerians…It 
was a humiliation…Why not invest the money spent on 
Edward (a Nigerian) into the development of young 
Ukrainian talent? Yuri, the captain, told me, “For the 
price of Edward we could have created ten Ukrainian 
players”’ (157).  

Foer makes the central issue of globalization painfully evident and 
voices it in football terms.  
 Foer ends with analysis of the cultural conflicts between 
Catalonia and Spain, between Islamic Iran and the West, and between 
America’s fervent opposition to the sport of football and the World’s 
love of the game. Again, Foer establishes the influences of 
globalization by relaying the storied history of FC Barcelona and 
recent tales from Iran, including their 2002 World Cup bid. Following 
his patterned style even further, he uses the American example as a 
case where globalization’s positive influence fell short, a technique 
repeated from the chapters on the Nigerians and the Chelsea fans and 
the state of football in Glasgow and the corruption, both on and off the 
pitch, of the sport.  
 Saying “This anti-soccer lobby believes, in the words of USA 
Today’s Tom Weir: “That hating soccer is more American than apple 
pie, driving a pickup, or spending Saturday afternoons channel surfing 
with the remote control.” Foer again demonstrates his exact use of 
quotes, anecdotes and personal narratives to present football, 
globalization and where their paths have crossed (240). The novel, as 
these lively, engaging stories that entertain while also providing an 
immaculate picture and fascinating analysis suggest, endeavors into 
the unknown. Admirably, Foer tackles this subject with the enthusiasm 
of a young child first sprinting onto the pitch. However, the flaws in 
the argument are apparent; as Foer readily admits in his prologue and 
in the title with the parenthetical addition of ‘unlikely’, this inquiry is 
limited in scope and falls short of being a rigorous analysis. In 
particular, the single-mindedness of the comparison between football 
culture and globalization, especially when considering hooliganism 
and the religious tension of the Glasgow case, disappoints readers 
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searching for such an academically nuanced view of How Soccer 
Explains the World: an {unlikely} theory of globalization. 
 In the end, the cover of the paperback edition of Foer’s novel 
presents the book precisely. First, the book qualifies as a national 
bestseller; it is a riveting, engaging and thought-provoking act. The 
piece is, as in the words of Joe Queenan of the New York Times Book 
Review, “an eccentric, fascinating exposé of a world most of us know 
nothing about.” Yet, when Foer confesses that this is “an {unlikely} 
theory of globalization,” the truth comes out. As suggested by the 
picture on the cover, an image of a dusty dirt pitch with four men 
watching boys play from afar, the idea is raw. Foer’s theory takes on a 
simpler view of the connections of football and globalization to enjoy 
the peculiarity of this connection and, through Foer’s excellent 
storytelling and journalistic style, to tell a story that readers enjoy for 
the pure substance of what they have seen, much like the joy 
experienced on a Saturday at the stadium.  
 
  
Neil Rao is a third-year student at the University of Michigan 
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By Giorgio Agamben 

University of Chicago Press, 2005, 104p. 
 

Review by Matt Owens 
 
 
How are law and legal norm related to life?  What was the 

genesis of “emergency powers” and how are they relevant today?  
Why do some democratic countries develop into totalitarian states and 
how may such development be prevented?  These are all questions that 
Giorgio Agamben attempts to answer in his most recent book State of 
Exception (2005), which builds on the theory of sovereignty that he 
first established in his seminal work Homo Sacer: Sovereign Power 
and Bare Life (1995).  As with Homo Sacer, the book’s argument is 
grounded in Agamben’s extensive knowledge of Roman law and 
traces a contemporary position through a considerable amount of 
historical research.  Indeed, this historical background is crucial to 
Agamben’s theory, for it is the foundation on which he explains 
sovereignty’s initial emergence as a concept and the internal 
contradictions that materialized with its subsequent development. 
 Agamben begins by detailing the various nuances of the “state 
of exception” so that the term might be precisely defined.  In a crisis 
(such as civil war), a state of exception is a temporary situation in 
which aspects of a nation’s laws and legal norms (the “juridical 
order”) are suspended for the purpose of safeguarding the existent 
society.  A state of exception, then, ought to be set forth only if 
pressure from the crisis threatens to collapse the prevailing system.  
While Agamben notes that the state of exception is a longstanding 
feature of governance, he contends that the exception has become the 
paradigm of government in the 20th century (21).  Consequently, he 
believes that the demarcation between democratic and absolutist states 
is becoming indiscernible as democratic governments grow 
increasingly likely to exercise their capacity to circumvent the 
juridical order (18). 
 Following his exposition on the state of exception, Agamben 
turns to the United States for a historical illustration of its expansion.  
He locates the state of exception in the Congressional battle with the 
President over supreme authority in an emergency situation.  Articles 
1 and 2 of the American constitution, Agamben insists, are the original 
sources of the conflict, since they allow for habeas corpus to be 
suspended, but do not specify which branch shall have this power (20).  
Furthermore, they articulate seemingly incongruous roles for the 
executive branch and Congress in a wartime situation.  According to 
Agamben, Abraham Lincoln was the first to push the limits of his 
office by appealing to necessity in an emergency, raising an army of 
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seventy-five thousand (a power that is patently denied to the President 
by the constitution) and suspending habeas corpus whenever he 
thought imperative (20).  Agamben then delineates the state of 
exception in subsequent U.S. presidencies, emphasizing President 
Wilson in WWI, President Franklin Delano Roosevelt in the Great 
Depression and WWII, and President Bush after September 11 (21-
22).  The most controversial, although arguably correct, claim that 
Agamben makes in this section is that President Bush seeks to 
maximize the power of his office by engendering a state of affairs 
“where emergency becomes the rule.”   
 It is at this point that State of Exception becomes more 
complex.  Agamben introduces the concept of “lacuna” in the legal 
system as an analogy for the state of exception.  In the juridical 
system, even if a law is incomplete, a judge is nevertheless required to 
render a decision: “the law may have lacunae, but the juridical order 
admits none” (31).  Similarly, the state of exception can be considered 
a lacuna of public law, which the executive branch is obliged to 
rectify.  However, this reveals a peculiarity of the state of exception, in 
that there is no deficient text to remedy, and thus the lacuna is not 
within the law, but rather concerned with the law’s ability to be 
applied to reality; hence, the juridical order is suspended until it may 
once again be bridged with reality (31).  Agamben reasons that this is 
actually revelatory of a fundamental disconnect between norm and its 
application, and that the state of exception is both a space where the 
disassociation becomes clear and a reactionary mechanism that 
violently preserves this fallacious nexus (36-7; 59-62). 
 The most prolific investigation in the book involves the state of 
exception and its relation to the production of totalitarian states.  
Agamben argues that neither Hitler nor Mussolini can be technically 
defined as dictators, since they did not abolish the existing democratic 
constitutions and merely instituted a permanent state of exception in 
which they could act freely without accountability to the law (48).  
The assumed bond between life and law enabled them to suspend the 
norm in a time of crisis and become the authoritarian embodiment of 
necessity, reconciling law’s failure to be immediately joined with 
reality (84-85).  Agamben poignantly describes the ramifications 
entailed by this sort of state of exception: “When law and life coincide 
in a single person, when the state of exception becomes the rule, then 
the juridico-political system transforms itself into a killing 
machine…[t]he state of exception is where human action with no 
relation to law stands before a norm with no relation to life” (86). 
 Although Agamben’s analysis is thorough and well researched, 
the short book (88 pages), even when read with Homo Sacer, could be 
more comprehensive.  Understandably, Agamben probably chose to be 
timely rather than exhaustive, but I would have liked a more complex 
historical account of the conditions that facilitate and encourage the 



90 • Volume II, Issue vi; Fall 2006 

 

transition from a democratic to authoritarian government, and the 
deeper cultural circumstances that validate oppressive regimes.  I was 
also left unsatisfied with his nebulous conclusion to the novel, which 
attempts to use the state of exception (and awareness of the non-
relation between law and life) to reconceptualize the political.  
Regardless, Agamben’s State of Exception is an accomplished work of 
political theory worthy of consideration by any student of the field. 
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