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Abstract

economic growth as elections’ results: World experience
by Alla Kobylianska
Head of the State Examination Committee: Mr. Volodymyr Sidenko,

Senior Economist                                                                                                 Institute of Economy and Forecasting,                                                                 National Academy of Sciences of Ukraine 
This paper provides estimation of influence of type of party in power on economic growth. It fits into discussion of different economic policies provided by different parties and different levels of economic growth attributed to them. To achieve the goal we attempt to extend the bunch of existing instruments used in the researches in the area. In doing so, measure of averaged GDP growths under different executives was suggested. Using the extensive set of econometric methods and tests it was shown that these instruments are robust and have good predictive power. Additionally, these instruments are in accordance with theory of economic voting and, thus, could be used in further researches. The construction of such instruments is particularly important in the situation of absence of common instruments for all countries. 

Based upon the results of FE model with IV we found out that effect of left-wing parties on economic growth is higher than for right-wing ones, which is in accordance with results of previous studies. This relationship is supported by investigation of interregional and intergroup differences.
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Chapter 1

introduction
The general theory concerning the subject of political economy and its influence on economic development is presented by the real business cycles theory (RBC) and its later extension in the form of political cycles’ theory (Lucas, 1977; Persson and Tabellini, 2000, 2002; Nordhaus, 1989). RBC theory investigates the main determinants of GDP fluctuations (among them are imported oil prices, labor force participation, innovations, environmental policy etc. –which are subject partly to governmental policy). Political cycle theory corresponds to politically oriented business cycles models, suggesting a decrease in inflation in the early periods of a party in office and an increase in inflation shortly before the new elections. As a consequence, there will be rises and falls in the economy. The empirical evidence so far indeed shows that the main economic indicators such as GDP, public debt, inflation, exchange rate, investment, change through the period before elections, in the year of elections and after (Verstyuk, 2004; Khemani, 2000; Alesina, 1987,1991; Rogoff and Sibert, 1987; Barreira and Baleiras, 2004).

Some evidence of an interaction between different aspects of election results, such as type of party in power, and economic growth also has been found. Indeed, opportunistic parties act so as to maximize the probability of their reelection stimulating the economy before the election periods and making social transfers bigger.  Ideological (left-wing and right-wing) parties, on the contrary, tend to provide stable economic policies targeted either at low inflation or at low unemployment. Thus, in the latter case economic policy changes not due to launching of elections, but due to change of party in power (Nordhaus, 1989; Hibbs, 1977, 1987). 

As it was mentioned above differences in ideologies mean differences in economic policies and methods of their realization, e.g. environmental protection and its measures, social protection (Neumayer, 2003, 2004; Dunlap et al., 2001). These differences also determine targeted groups (business players or population) and, therefore, economic growth. Moreover, the results of elections create certain reaction of foreign and domestic players who make their decision based on their expectations about future economic policy: for example, foreign investors may face greater risks in case of left-wing party in power (Vaaler et al. 2004). At the same time, economic development can also influence the type of party chosen (Alesina et al., 1987), thus leading to an identification problem (simultaneity). 

In this paper, I will use worldwide data on elections results trying to estimate their influence on economic performance. The reason is that the above mentioned works have one common feature. All of them consider the effect of elections in a specific regions (mostly: USA, countries in transition, Europe), as this division captures similarities in their development. We use worldwide data to detect interregional differences in estimations results and compare them. The same estimation procedure describing relationship between party in power and economic growth will be used for each geographical region. The use of the same data for each region will help us to reach comparable results and derive conclusions based on them. To make formal conclusions on existence of interregional differences we will use least squares dummy variable technique interacting the regional dummies and the executive variables we are interested in.

We could expect interregional differences to appear based on several assumptions. Some economies may be less responsive to election shocks. First of all, this could be due to more developed self-regulation of an economy or due to absence of some entrepreneurs’ interests’ lobby. Countries, which governments do not use populist strategies, may be also less responsive to election shocks. All these differences in responsiveness could be the consequence of different length of history of democracy or of governance in whole. Some countries have bigger experience in holding elections (choosing certain party), as well as, in living after elections (providing some policies). It is commonly known that Europe and North America have the richest political history. Latin America was mostly Spanish colony and that is why could posses some distinct features. Asia represents different culture and, thus, probably different attitudes towards election process itself. In most Asian countries monarchies still exist. African countries are the poorest ones and have very little experience of self-government. Thus, we would expect different dependence of economic growth on party in power in different regions both due to differences in elections’ process and differences in experience with governance. 

It will be shown later on, that the level of income determines the type of party chosen. Thus, we will also present results of our estimation analysis for countries grouped by level of income. Generally such grouping of countries is considered as alternative to geographical one. However, if, while considering such grouping as the main, we do not pay attention to other relevant countries’ division, we should be cautious about interpreting results.

 Our research also differs in the way we will tackle the simultaneity between elections’ results and economic performance measured by GDP growth. Electoral decision will be instrumented by election outcomes in neighboring countries. Evidence that a specific political power in a neighboring country is performing well might give an incentive to the population in the home country to vote for such a type of party. It is reasonable to assume that parties in power may differ by ideological content in neighboring countries. However, a voter of a specific country makes its choice based on the performance of all these parties. Thus, we would instrument our voters’ decision by averages of economic performance of countries under specific type of party in power. Contiguity, as the essence of this method, seems to capture not only similar mentality of voters, but also features of regional development, which are common to all countries in the specific area. Similarities in economic development may make people think that experience of its neighbors could be applied in native country and bring the same economic results. In other words, economic performance of certain party in power in neighboring countries could form certain expectations of native population. Thus, we could expect that this is neighbors’ experience, e.g. Russian and not USA, which influences Ukrainian voters’ decisions.

The data for this research is taken from the World Bank Development Indicators
 (WDI), Corruption Perception index (transperancy.org), Freedom House and Data on Political Institutions (DPI). WDI database covers history of economic development of around 200 countries over the period 1960-2006 years (GDP, BoP, social indicators, financial indicators, etc). DPI covers 199 countries over 1975-2006 and contains information on chief executive variables, party variables in legislature, electoral rules, stability and check and balances. Variables of special importance for us are those related to chief executive variables, because these are the executives who are responsible for economic policy in the country and, thus, influence their development. 

The paper proceeds as follows: first we make a literature review. In chapter 3 we suggest empirical methodology for estimation. Afterwards, chapter 4 summarizes the results obtained from estimations and chapter 5 provides results of some robustness tests of our model. Afterwards we provide overall conclusions.
Chapter 2

literATURE REVIEW

Our research investigates the interrelationship between the economic situation of countries and the elections results. The section contains the description of interrelationships between type of party in power and economic growth and possibility for simultaneity bias.

Maybe one of the first attempts to depict economic outcomes of different electoral decisions, specifically, the type of party in power, was made in the late 80ies and the beginning of 90ies. Alberto Alesina et al. (1989) consider a natural experiment, which the history of American democracy gave to economists. Based on assumption of voters’ rational expectations they investigated the situations when the government was formed by one type of party (e.g. Democratic) while the president was the representative of another one (Republican and vice versa)
. They looked to the changes in rates of unemployment and inflation attached to changes in the position of the parties (whether party forms government or its representative is president), as they differ by their ideological content
. Within the model, which was an extension to Fischer (1977), GDP was described as the outcome of expected inflation rate, which is, in turn, determined by the party in office and output growth. In addition, they formally characterize parties’ goals. Elections' result (incumbent change) was also estimated by expected inflation as well as by GDP. In addition, it was found out that elections’ result depends on current growth rate and changes in ideologies of parties and voters. 

Using MLE procedure authors found significant relationships between political performance and GDP. Based on the results of Hausman test they conclude that their estimation does not suffer from endogeneity bias. Nevertheless, they mention the necessity to extend the research to long-term horizon, when “the voters are risk-averse with regard to the growth rate”, and to improve the quality of data which is rather short. The last fact follows from the article’s result that only president elections are significant. As they are held once in four years, this limits the number of observations. 
Another highly relevant article is that of Nordhaus (1989), which also looks at the American experience. One of the results of this empirical investigation claims that under a conservative incumbent the unemployment rate is higher than the inflation rate and under a liberal incumbent the situation is the opposite.

A somewhat more global view on elections outcomes is represented by the exploration of economic history of different societies- socialistic and capitalistic. This approach investigates in depth the reasons of dissimilarities in societies’ development.  One of the explanations is different ideologies. Indeed, Haan and Storm (2000) found out that the governments of these countries differ in the prevalent goals of their policies. Socialistic governments pay more attention to social protection of population, capitalistic- to protection of property rights. The protection of property rights, according to Haan and Storm, made a sufficiently larger impact on economy, which grows faster than in the case of execution of socially oriented programs.

Furthermore, Barro (1991) found the evidence for the economic development being dependent on the level of government interventions. Taking into account, that left-wing parties provide more of these interventions, this claims for a relationship between the type of party in power and economic growth.

In this paper we would like to test whether this conclusion holds. To do this we would include dummies for left-wing, right-wing parties and defining centrist parties as control group to compare whether influence of right-wing and left-wing parties on economic growth is different (coefficients before these left/right wing dummies should be statistically different in this case).

Some attempts to investigate channels through which influence of party ideology on economic growth is transmitted, were done in previous researches.  Bjorsnikov (2005), developing the idea of Barro, in his article concludes that political ideology influences economic growth through the government size and legal quality. Government size negatively affects economic growth, legal quality- positively.  Nevertheless, as the author mentions, the endogeneity bias between economic growth and political ideology could exist. Therefore, the author used Hausman test to check for endogeneity of political ideology. The test shows that hypothesis of endogeneity could be rejected. 

Extending the subject, Bjornskov came to another interesting conclusion in his later article (2006): ideologically right-wing countries strengthen legal system and system of property rights in response to economic crisis. Moreover, he made distinction between government’s and citizens’ ideology and found out that citizens’ ideology influences size of government, legal quality and regulation issue, while government’s ideology influences only size of the government.  

The author also mentioned other directions of ideology’s influence on economic growth: tolerance of right-wing ideology towards income inequality (Mitchell., 1993; Scott et al., 2001; Michelbach., 2003), influence of party in power on happiness (Di Tella et al. 1994) and in turn on GDP, the perception of trade-off between efficiency and equity basing on a shared ideology (Mitchell et al. 1993). Although, he did not concentrate on a specific region, he disregarded the possibility of existence of interregional differences in the results. In this paper we would try to fill in the lack of research in the area by estimating influence of party in power on GDP growth in each specific region.

As it was told at the very beginning, there exists a list of articles, which concentrate their attention on another side of elections-growth relationship. They consider economic variables as determinants of electoral decision.  Belanger et al. (2006) in their research follow the experience of French elections and account for such independent variables as: ideological identification of population (left-right), party identification of society (left/right), religion and perception of economic well-being, - to estimate the intention to vote for left/right-wing party. 

To control for endogeneity bias they use lagged ideological variables as instruments for estimation of vote intentions. Applying two-stage ordered logit estimation (vote intentions were ordered from 0 to 7- from left to right) to a system of equations, the scientists found out that ideological identification has more influence on vote intention than party identification. Besides, perception that economy is in bad state positively affects probability of choice of left-wing parties.

The other approach to the problem of electoral choice is based on the concept of strategic voting. Using micro data from survey conducted by University of Pittsburg, Canache et al. (1994) investigate voters’ electoral behavior in Honduras. Strategic voting corresponds to the situation, when a voter acts as to insure the election of certain party. They use economic status of respondent as economic variable, ranging it form low to high. After that, taking into consideration ideology of voter and using multinomial logit procedure, they try to estimate probability of wins of several Honduras parties which ranges from left to right. According to this research economic status positively affects the probability of switching from right-wing to left-wing party choice.

These researches were based upon the experience of specific countries, which are very different from economic and political point of view. The strength of these works is quite robust results and their policy applicability in mentioned countries. It is possible that such specificity was motivated by lack of data needed to conduct broader research and, linked to this lack, estimation problems. We would try, indeed, to search for the influence of party in power on economic growth throughout the world. Consideration of countries division based on geographical characteristics is important because of following, additional to already mentioned, arguments. This division would allow us to account for history of colonization and, thus, inherited from colonizer way of doing business and political system. There was shown that such dissimilarities may influence further economic development. Geographical situation also reflects into list of main trade partners (when the trade with closest ones is more extensive due to smaller transportation costs) and participation in different international organizations, which are mostly formed by neighbors and help to boost economic growth (e.g. through cessation of exporting quotes etc.). All this influences GDP growth. Therefore, these geography related features of economic development, if left without attention could lead to a bias in estimation results.

To sum up, significant evidence on the existence of a relationship between the ideology of an elected party and economic growth has been found. In most of the cases, the experience of specific regions showed that economic growth is faster under right-wing parties in office. Previous researches used various procedures to avoid simultaneity bias problem. The most often used one among them is implementation of such instruments as self-positioning of citizens in political spectrum.

At the end of the current research we expect to enrich the literature on the subject of non-economic determinants of economic development. As the data on cultural characteristics in different countries of the world is not comparable, we would try to create new instrument of economic voting.  The specific contribution is the use of averaged neighboring economic growth as determinant of certain party being in office as an instrument for election results within a specific country. A rather rich data set, which covers around 11 years of worldwide experience (116 countries), will help us to broaden topic even further by considering cross-countries differences and patterns in the relationship between elections results and speed of economic growth. 
Chapter 3

dATA DESCRIPTION AND METHODOLOGY

A.MODEL SPCIFICATION
For the sake of logical ordering of paper let us start with an explanation of the regression specification. The data description and its sources will be presented later
In this research we would try to use next growth model suggested by Jones and Olken (2005)
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Where Y-annual GDP growth, where GDP computed in constant prices (Jones and Olken, 2005) ,  xj- economic and institutional variables , political dummy- vector of political dummies equal to winner in election in specified country (e.g. right-wing party), j-country index. In such a kind of specifications coefficients before country dummy show us country specific effects and interaction terms - differences in effect of independent variable from country to country. Least squares dummy variable technique (LSDV) is used for estimation of such models, however, it is equivalent to FE estimation.

As we would like to look for interregional differences we should use regional, not country, dummies and their interactions with variables of interest, thus the regression transforms to
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, where subscript j states for specific region.

The choice of independent variables is supported by empirical results and theoretical works. On of the variables of interest is corruption score. Dreher and Herzfeld (2005) found out that the corruption level negatively affects GDP: “an increase in corruption by one index reduces GDP growth by 1.13 percentage points”, as high level of corruption de-motivates possible investors and make allocation of resources ineffective. The article investigates the experience of around 70 countries over 30 years and uses corruption perception index as corruption variable.

The other variables to include are taken from fundamental works of Sala-i-Martin (1997). In the papers he tried to estimate the influence of different indicators on GDP growth and check for robustness of results looking for the whole distribution of coefficients got.  He ended up with a list of indicators from which we will use:

1) Sub-Sahara dummy

2) Absolute latitude

3) Religious variables: Muslims, Protestants, Catholics

4) Former Spanish colonies dummy

5) War dummy

6) Rule of law, Civil liberties and Political rights.

It was found by Glaeser at al. (2004) that government effectiveness positively affects GDP growth. Their study was based on cross-country data, which includes observations on poor countries as well as on rich. Thus, results of their work could serve us as guidance for future conclusions.

Rule of law as another institutional determinant of economic growth was discussed in the article of Henisz (2000). He investigates institutional environment for economic performance of 157 countries over 1960-1994 years. Based on the results of OLS and GLS he found out that rule-of-law has significant positive influence on economic growth.

The influence of other two institutional variables: civil liberties and political rights, - was discussed by Gwartney et al. (1999) in the framework of the notion of political freedom. It was found out that improvement in political freedom positively affects per capita GDP growth. However, earlier Levin and Ranelt (1992) concluded that civil liberties insignificantly influence economic growth. Moreover, Barro (1989) noted that with political instability variables in regressions (coups, revolutions) such variables as political rights and civil liberties could become insignificant. Thus, the effect of these indices on economic growth is not straightforward.

We will also include civil war dummy as was suggested by Sala-i-Martin (1997). He argued that civil war negatively relates to economic growth as it lowers rate of return. Another work which investigated long- and short-run impact of civil war on economic growth is that of Murdoch and Sandler (2001). Based upon Solow growth model they considered cross-country experience and found empirical evidence that civil war has negative significant effect on country and its neighbors. 

Religious variables, shares of people who belong to specific confession, were found to have impact on economic growth. Sala-i-Martin (1997) suggests considering them as country-specific variables, e.g. countries which poses huge oil reserves are mostly Muslim countries. Besides, currently religious variables are considered as indicators of specific ideology which could influence general attitudes to life, cultural values and, thus, influence economic development (Noland, 2005). 

Among others geographically related variables, latitude influences economic growth in the sense that it shows the climate conditions and, thus, agricultural output and results in trade independence/dependence (Masters and McMillan (2004)). 

Consideration of Sub-Sahara dummy and Spanish colony dummies as determinants of GDP growth in recent literature is provided both due to religion differences and differences in the level of growth in these groups of countries.
To sum up, we expect to get next sign of coefficient before independent variables in regression.

Table 3.1 Expected signs of independent variables

	Group of variables
	Variable name
	Expected sign
	Theoretical\ empirical justification

	Religious affiliation
	Share of Catholics
	-
	As found by Sala-i-Martin, supported by Noland (2005)

	
	Share of Muslims
	+
	

	
	Share of Protestants
	-
	

	Governance indicators
	Civil liberties
	+
	Gwartney at al. (1999)

	
	Political rights
	+
	

	
	Corruption score
	-
	Dreher and Herzfeld (2005) found negative relationship between corruption and economic growth

	
	Government effectiveness
	+
	Glaezer at al.(2004)

	
	Rule of law
	+
	Barro (1996) 

	Political variables
	Executive elections
	+
	Parties tend to boost economic growth spatially in the year of elections

	Geographical variables
	Absolute latitude
	+ (far away from equator is good)
	As found by Sala-i-Martin, supported by  Grier (1997)


	
	Spanish colony
	-
	

	
	Sub-Sahara dummy
	-
	

	Conflicts 
	Civil war 
	· 
	Murdoch and Sandler (2001)


Coefficient before right wing party in power should significantly differ from that before left-wing party in power and be bigger meaning faster GDP growth. To test this hypothesis we will use general t-test.

We are interested in GDP growth as measure of economic performance as it shows us, not only performance of national enterprises, but reflects the level of wealth of population (we partially control for other variables that also affect citizens’ wellbeing including corruption score, civil rights, etc.)
We should be aware of the fact that some factors of economic growth in such specification could be omitted, for example, natural sources. However, some of them could be time and country specific and, thus, captured by fixed effect term.  Thus, in fixed effect regression problem of omitted variable bias is less pronounce. As we have panel data this is indeed true. 
As we would like to look for differences in economic development of different regions we will run separate regressions for different regions to get coefficients before elections’ results (djt in our regression) and after run LSDV using regional dummies and their interaction terms with other independent variables to test differences in coefficients before interaction terms containing executive dummies.

The description of estimation procedures would be presented later in subsection with methodology.
B. METHODOLOGY
For the empirical estimation we use panel data. As panel data includes several countries which posses specific constant features, we could use the following procedures- FEM (fixed effect model), REM (random effect model), which both allow us to account for these fixed affect. FEM allows accounting for country specific time invariant effects, while REM helps to resolve heteroscedasticity in errors. OLS regression is commonly considered as alternative to these to methods and should be checked for consistency. Short descriptions of the essence of FEM and REM methods can be found in Wooldridge (2001). 

As we mentioned, we also can have a simultaneous influence of economic growth on the executive being in power and vice versa, thus the methods mentioned so far can lead to bias. To avoid this problem we will use instruments to instrument party choice.

The main idea of IV regression is to find such an instrument which is highly correlated with X’s, but at the same time is not correlated with errors. 

Thus, if we consider the model

Y= a1X1+a2X2+e+u, 

where Y and X1 are endogenous (means that [image: image8.png]E(X,e) #0



), X2 is exogenous. If Z is uncorrelated with error term but correlated with X1, than X1 is instrumented by the whole set of exogenous variables (X2, Z).
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At the second stage we regress 
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As a result we should get x’ asymptotically non-collinear with composite error term- (e’+u)

To test for validity of instruments one can use Durbin-Wu-Hausman test for OLS (H0: all repressors are exogenous) and Davidson-MacKinnon for FE models (H0: all repressors are exogenous).  The rejection of null means that we should use instruments. Under assumption of no heteroscedasticity we could also use Hansen-J statistics to test for validity of instruments. The other way to test for validity is to look at the significance of coefficients before instruments at the first stage of 2SLS.
C. INSTRUMENTS’ CONSTRUCTION
It was mentioned in literature review that authors tried to resolve the problem of reverse causality. As it could be seen, to instrument voters' decisions, researchers used micro data on voters' intentions or self-positioning within political spectrum, which was enough for country-level estimation. As the goal of our research is also to study interregional differences in elections' influence on economic growth we need worldwide data on voters' attitudes. Unfortunately, such data does not exist
. The use of country sources would suffer from incomparability of variables because of different methodologies of information gathering and mismatches in definitions. In sum, this leads us to search for new variables to instrument elections' outcomes.

 To instrument ideology chosen within one country we will use economic growth under ideologies chosen in neighboring countries in previous elections. The logic behind this procedure directly follows from the assumption that people believe that the type of party in power influences economic development. Thus, economic performance of neighboring parties could serve as a clear signal for voters of specific country, therefore, influencing their choice. Let us give an example to clarify the issue: if Ukrainian voter knows that under left-wing party Poland experiences an economic boom, he is assumed to vote for left-wing party during next elections. As it was told in introduction, different types of parties may head offices in neighboring countries; therefore, we will instrument our electoral choice in e.g. Ukraine by average GDP growths rates in neighboring countries under different parties in power. 

Thus, we will instrument party in power in specific country by GDP growth rates in neighboring countries under specific ideologies (left, right, centrist and other types).

political dummy= (average GDP growth under left- wing parties in neighboring countries; average GDP growth under right-wing parties in neighboring countries, average GDP growth under centrist parties in neighboring countries, average GDP growth under other parties in neighboring countries, average GDP growth in neighboring countries with no executive).

Actually, there are other possibilities to instrument choice of party- use information not on contiguity, but on common language or fact of being colony of the same country. We will concentrate our efforts on contiguity as other methods, while account for cultural similarities, disregards economic character of voting. Moreover, the evidence of economic character of voting was found by Powell and Whitten (1993). They use inflation rate, unemployment rate and GDP growth to estimate the probability of some type of party being elected. The other argument for use of information on economic growth in neighboring countries was already mentioned in literature review- for voter it is easier to create its expectations about future performance of certain party basing on performance of such parties in countries with similar economic characteristics. In other words, it is easier to interpolate experience of neighbors than of far-standing economies. 
To construct our instruments we will use approach extensively applied in spatial econometrics
. First of all we will construct the matrix of weights based on information about contiguity of countries and their left/right/etc. orientation in specific years. After some operations described in Appendix A, we get weighted averages of economic growths in neighboring countries under specific economic ideology.

These averages will be used to instruments party choice.

We assume that current decisions mostly depend on information which is available at the moment. Thus, we could expect that people make their electoral decisions based on the information about current growth in neighboring countries. However, we will also use information on lagged GDP growth in neighboring countries for instruments constructions. 

As we will apply 2SLS procedure, this will give us at the first stage predicted values of executive dummies for each year, while elections are held only once in several years. The procedure which will help us to account for such specific traces will be discussed later.

D. DATA DESCRIPTION
We will proceed with the description of the data which is used in the research. 

Data on elections' outcomes is taken from the Database of Political Institutions collected by the World Bank. It covers the period 1975-2006 and the elections' history of around 199 countries. The data refers to the first of January of each year and includes among others such sections as chief executives variables, party variables in the legislature, electoral rules and stability and checks and balances.

The variable we are interested in is type of party. As developers of the database did not have specific parties' platform to specify party identification, they refer parties to specific ideology based on the party name.  This method of identification is not the best one, but still has its advantages, the main among which is that it reflects party platform. Usually people make their decision basing on this pre-election advertising. Therefore, most of them believe that party belongs to the type she pretended to be. After this they check this party-type performance in other countries and make their election decision accordingly. Thus, they expect that they do elect the party they wanted. However, economic policy may be somewhat different from what was expected.

It is worth to be mentioned, that in some cases a comparison with other sources concerning the assignment of a party to a specific ideology was made. Moreover, when a party leaders' position differed a lot from the party one- the party ideology was defined based upon the leader's orientation. 
 
         Under right parties authors of the DPI mean: conservative, Christian democratic, or right-wing; under left-wing: communist, socialist, social democratic; under centrist parties: centrist or when party position can best be described as centrist (e.g. party advocates strengthening private enterprise in a social-liberal context). Also data includes such categories as 0: all those cases which do not fit into the above-mentioned category or no information and NA: cases which there is no executive. 

 World Bank Development Indicators
 (1960-2006 years) covers up to 200 countries in different periods and contains data on GDP. We use GDP annual growth (, as level of GDP may differ among countries within region it is more reasonable to compare how elections' outcome influences growth rate of variable not its absolute value) as variable which describes economic development. 

The sources and short description of all variables, which we will use in our regression, could be found in next table.
Table 3.2. Data description
	
	Variable
	source
	Short description

	Economics variables
	GDP growth (dependent variable)
	World Development Indicators (WDI)
	GDP growth annual (%). Indicators for 1991-2006

	Religious affiliation
	Share of Catholics
	(La Porta et al. 1999)
	Share of population (where total population=100) which belongs to specific confession. Indicators for 1991-2006

	
	Share of Muslims
	
	

	
	Share of Protestants
	
	

	Governance indicators
	Civil liberties
	Freedom House
	Measures freedom of expression, assembly, association, education, and religion. Quasi-categorical variable ranging

(1-7), where 1- not free, 7- absolutely free. Indicators for 1991-2006

	
	Political rights
	
	Measures to which extent population may take part in political life of its country. Quasi-categorical variable ranging

(1-7), where 1- not free, 7- absolutely free. Indicators for 1991-2006

	
	Corruption score
	Heritage foundation
	Composite index of freedom from corruption based upon results of polls (is used instead of corruption perception index as the last does not have a full set of information). Categorical variable ranging (0, 100) ,where 100 indicates more corrupt society. Indicators for 1996-2006

	
	Government effectiveness
	Worldwide governance indicators
	Measuring the quality of public services, the quality of the civil service and the degree of its independence from political pressures, the quality of policy formulation and implementation, and the credibility of the government's commitment to such policies. Quasi-categorical variable ranging (-2.5; 2.5), higher values correspond to better governance outcomes. Indicators for 1996-2006

	
	Rule of law
	
	Measures the extent to which agents have confidence in and abide by the rules of society, and in particular the quality of contract enforcement, the police, and the courts, as well as the likelihood of crime and violence. Quasi-categorical variable ranging (-2.5; 2.5), higher values correspond to better governance outcomes. Indicators for 1996-2006


Cont.
	Political variables
	Executive elections
	DPI

(Database on Political Institutions)
	Dummy variable 1- if there was executive election in this year, 0- otherwise. Indicators for 1991-2006 years

	
	Legislative elections
	
	Dummy variable 1- if there was executive election in this year, 0- otherwise. Indicators for 1991-2006 years

	
	Centrist executive
	
	Dummy variable 1- if executive is of right/left/centrist/no executive/other type, 0- otherwise

Indicators for 1991-2006 years

	
	Left-wing executive
	
	

	
	Right executive
	
	

	
	No executive
	
	

	
	Other executive
	
	

	Geographical variables
	Absolute latitude
	CEPII
	Absolute latitude in degrees

	
	Spanish colony
	
	Dummy equal to 1 if country was a colony of Spain

	
	Contiguity
	
	Dummy variable equal to 1 if countries are contingent

	
	Sub-Sahara dummy
	WDI
	Dummy equal to 1 in case country belongs to Sub-Sahara region

	
	Continent
	WDI
	Categorical variable :1-Africa, 2-Latin America, 3-Asia, 4-Europe, 5-Pacific, 6-North America

	Conflicts dummy
	Civil war dummy
	(Hadenius & Teorell 2007)
	Dummy variable 1- if there was a civil war in country in specific year, 0 otherwise. Indicators for 1991-2006 years


For the sake of our purposes we exclude those observations which belong to the periods earlier than 1991 (to exclude USSR and, thus, a number of countries under authoritarian regime where elections, even if held, did not play any role). Thus, we consider the experience of 169 countries over 1991-2006 years. As not all indices of corruption perception index, government effectiveness are present for 1991-1996 years, we get final dataset of 116 countries (1996-2006 years). Among the excluded countries, 31 are of high-level income (OECD countries and non OECD countries), 11- of low income, 8– of lower middle income and 0 from upper middle income countries. The biggest portion of these countries was dropped due to lack of info on political institutions and not to any other specific criteria (initially, there were 60, 53, 58, 41 countries in each corresponding group). Thus, there could be certain bias in result toward countries with less than high level of income.

At the second stage of our research we will perform a robustness check, excluding all parties which do not match to left-right-centrist categories to look whether conclusions remain the same.  We will also compare the results of balanced and unbalanced datasets, to look whether our model suffers from sample selection bias. 
Chapter 4

emprical tests and results

 A. data discussion

Descriptive statistics of initial data can be found in the next table.

Table 4.1. Descriptive statistics

	
	Variable
	
	Mean
	Std. Dev.
	Min
	Max
	Observations

	Economics variables
	GDP growth
	overall
	3.40413
	6.465533
	-50.2481
	106.2798
	N =    2496

	
	
	between
	
	2.468086
	-3.16204
	21.16018
	n =     156

	
	
	within
	
	5.978987
	-50.6891
	104.7223
	T =      16

	Religious affiliation
	Share of Catholics
	overall
	32.66234
	35.89034
	0
	97.3
	N =    2427

	
	
	between
	
	35.87567
	0
	97.3
	n =     154

	
	
	within
	
	0
	32.66234
	32.66234
	T-bar = 15.7597

	
	Share of Muslims
	overall
	22.37406
	34.36861
	0
	99.7
	N =    2427

	
	
	between
	
	34.64899
	0
	99.7
	n =     154

	
	
	within
	
	0
	22.37406
	22.37406
	T-bar = 15.7597

	
	Share of Protestants
	overall
	12.95769
	21.50113
	0
	97.8
	N =    2411

	
	
	between
	
	21.54769
	0
	97.8
	n =     153

	
	
	within
	
	0
	12.95769
	12.95769
	T-bar = 15.7582

	Governance indicators
	Civil liberties
	overall
	3.492165
	1.858858
	1
	7
	N =    2042

	
	
	between
	
	1.778122
	1
	7
	n =     130

	
	
	within
	
	0.540073
	1.117165
	6.617165
	T-bar = 15.7077

	
	Political rights
	overall
	3.446131
	2.211122
	1
	7
	N =    2042

	
	
	between
	
	2.105173
	1
	7
	n =     130

	
	
	within
	
	0.657197
	-0.61637
	6.821131
	T-bar = 15.7077

	
	Corruption score
	overall
	40.16787
	25.98048
	0
	100
	N =    1382

	
	
	between
	
	24.571
	5
	93.63636
	n =     122

	
	
	within
	
	9.221162
	-7.24879
	75.83454
	T-bar = 11.3279

	
	Government effectiveness
	overall
	0.001732
	1.000753
	-2.48664
	2.390531
	N =    1705

	
	
	between
	
	0.986682
	-1.70217
	2.190933
	n =     155

	
	
	within
	
	0.183519
	-1.31967
	0.859343
	T =      11

	
	Rule of law
	overall
	-0.08687
	0.99401
	-2.27406
	2.066241
	N =    1695

	
	
	between
	
	0.98168
	-1.90751
	1.986057
	n =     155

	
	
	within
	
	0.165361
	-1.55532
	1.216176
	T-bar = 10.9355

	Political variables
	Executive elections


	overall
	0.110577
	0.31367
	0
	1
	N =    2496

	
	
	between
	
	0.096524
	0
	0.25
	n =     156

	
	
	within
	
	0.298544
	-0.13942
	1.048077
	T =      16

	
	Centrist executive
	overall
	0.075721
	0.264604
	0
	1
	N =    2496

	
	
	between
	
	0.206376
	0
	1
	n =     156

	
	
	within
	
	0.166374
	-0.73678
	1.013221
	T =      16

	
	Left-wing executive
	overall
	0.276843
	0.447528
	0
	1
	N =    2496

	
	
	between
	
	0.342923
	0
	1
	n =     156

	
	
	within
	
	0.288776
	-0.66066
	1.214343
	T =      16

	
	Right executive
	overall
	0.241587
	0.428131
	0
	1
	N =    2496

	
	
	between
	
	0.313433
	0
	1
	n =     156

	
	
	within
	
	0.292654
	-0.63341
	1.179087
	T =      16

	
	Other executive
	overall
	0.383013
	0.486219
	0
	1
	N =    2496

	
	
	between
	
	0.419756
	0
	1
	n =     156

	
	
	within
	
	0.247533
	-0.55449
	1.320513
	T =      16

	
	No executive
	overall
	0.022837
	0.149412
	0
	1
	N =    2496

	
	
	between
	
	0.094476
	0
	1
	n =     156

	
	
	within
	
	0.115982
	-0.35216
	0.960337
	T =      16

	Instruments
	Average growth in neighbouring countries under centrist executive
	overall
	0.14614
	1.070908
	-11.187
	9.5736
	N =    2496

	
	
	between
	
	0.563677
	-1.56931
	3.550991
	n =     156

	
	
	within
	
	0.911605
	-11.54
	8.064672
	T =      16

	
	Average growth in neighbouring countries under left executive
	overall
	0.737325
	2.27992
	-17.995
	10.722
	N =    2496

	
	
	between
	
	1.444356
	-1.91493
	8.272306
	n =     156

	
	
	within
	
	1.767601
	-17.5125
	10.15824
	T =      16

	
	Average growth in neighbouring countries under right executive
	overall
	0.597314
	1.909351
	-14.022
	12.251
	N =    2496

	
	
	between
	
	1.11108
	-1.2756
	4.1374
	n =     156

	
	
	within
	
	1.555166
	-12.715
	9.572507
	T =      16

	
	Average growth in neighbouring countries under another executive
	overall
	1.485918
	3.460706
	-17.527
	55.465
	N =    2496

	
	
	between
	
	2.086677
	-1.86023
	8.710358
	n =     156

	
	
	within
	
	2.765582
	-19.2265
	51.26948
	T =      16

	
	Average growth in neighbouring countries with no executive
	overall
	-0.0082
	1.029828
	-23.325
	10.554
	N =    2496

	
	
	between
	
	0.38521
	-2.00913
	2.014144
	n =     156

	
	
	within
	
	0.955537
	-21.3241
	9.105123
	T =      16

	Geographical variables
	Absolute latitude
	overall
	18.36105
	25.40984
	-44.2833
	64.15
	N =    2496

	
	
	between
	
	25.48657
	-44.2833
	64.15
	n =     156

	
	
	within
	
	0
	18.36105
	18.36105
	T =      16

	
	Spanish colony
	overall
	0.115385
	0.31955
	0
	1
	N =    2496

	
	
	between
	
	0.320515
	0
	1
	n =     156

	
	
	within
	
	0
	0.115385
	0.115385
	T =      16

	
	Sub-Sahara dummy
	overall
	0.275641
	0.446926
	0
	1
	N =    2496

	
	
	between
	
	0.448276
	0
	1
	n =     156

	
	
	within
	
	0
	0.275641
	0.275641
	T =      16

	Conflicts dummy
	Civil war dummy
	overall
	0.008814
	0.093488
	0
	1
	N =    2496

	
	
	between
	
	0.056551
	0
	0.5
	n =     156

	
	
	within
	
	0.074573
	-0.49119
	0.758814
	T =      16


Overall conclusion from the dataset is that left-wing executive was more often in office than right-wing (27% of cases against 24%) and average growth under left executives through the whole period under study was higher than under centrist executives. The “no executive” cases account for 2% of all cases, which is actually higher than frequency of wars during this period and thus, could represent other specific cases. 

We could also suggest some additional information on average values of variables of interest in different geographical regions.

Table 4.2. Mean values over 1996-2006

	Variable name
	Africa
	Latin America
	Asia
	Europe
	Pacific
	North America

	GDP growth (dependent variable)
	4.49
	3.20
	5.14
	3.80
	0.36
	2.90

	Share of Catholics
	20.31
	80.80
	2.65
	41.92
	19.10
	47.00

	Share of Muslims
	37.31
	1.30
	47.95
	5.42
	2.67
	0.53

	Share of Protestants
	12.44
	8.66
	0.67
	21.24
	33.50
	28.80

	Civil right
	3.31
	4.09
	3.25
	3.57
	1.67
	3.06

	Political rights
	3.18
	4.36
	3.19
	3.57
	1.64
	2.31

	Government effectiveness
	-0.53
	-0.27
	-0.12
	0.97
	1.18
	89.42

	Rule of law
	-0.57
	-0.46
	-0.16
	0.85
	1.17
	1.34

	Corruption score
	29.82
	33.10
	34.24
	58.98
	68.15
	1.28

	Executive elections
	0.15
	0.18
	0.09
	0.08
	0.00
	0.08

	Legislative elections
	0.18
	0.25
	0.20
	0.24
	0.33
	0.54

	Left  executive
	0.24
	0.22
	0.19
	0.37
	0.24
	0.46

	Right executive
	0.12
	0.48
	0.12
	0.33
	0.42
	0.00

	Centrist executive
	0.02
	0.06
	0.06
	0.15
	0.00
	0.00

	Other  executive
	0.61
	0.23
	0.62
	0.10
	0.30
	0.00

	No executive
	0.00
	0.00
	0.00
	0.05
	0.03
	1.63

	Growth under left executive
	1.25
	0.63
	1.11
	1.34
	0.77
	1.27

	Growth under right executive
	0.13
	0.22
	0.47
	0.68
	0.00
	0.00

	Growth under centrist executive
	0.61
	1.56
	0.33
	0.97
	1.36
	0.00

	Growth under other executive
	2.47
	0.78
	3.16
	0.65
	0.75
	0.00

	Growth if no executive
	-0.03
	-0.02
	0.00
	-0.15
	-0.06
	1.50

	Average growth in neighbouring countries under left executive
	0.91
	0.56
	0.98
	1.19
	0.00
	0.00

	Average growth in neighbouring countries under centrist executive
	0.08
	0.25
	0.39
	0.48
	0.00
	0.49

	Average growth in neighbouring countries under right executive
	0.49
	1.52
	0.44
	0.85
	0.00
	0.00

	Average growth in neighbouring countries under other executive
	3.16
	0.92
	3.18
	0.60
	0.00
	0.00

	Average growth in neighbouring countries with no executive
	0.01
	0.03
	0.00
	0.14
	0.00
	0.00

	Number of Observations
	356
	231
	277
	312
	33
	33


What is straightforward from Table 4.1.- Table 4.2. is that there is some interaction between frequency of certain ideology in power and economic growth under this party (e.g. in Africa over 1991-2006 left-wing parties were in office in 27% of cases and GDP growth under left-wing party in power constituted 0.98, while for right-wing parties these numbers are lower- 9% of cases and 0.35 of GDP growth). This could mean that some parties may be chosen because of their effectiveness or vice versa, they are more effective as they are chosen more frequently and, thus, have more time to implement their policies.

Theory suggests us that under right-wing party in power we should observe higher GDP growth. While statistical evidence shows us that this is not necessarily true - what we could observe is actually fluctuations in growth rates under certain party in power.

For example, if we plot growth rates of GDP under certain executive in countries which belong to different regions, we could observe that there seems no direct dependence between party in power and economic growth. In other words, in some years growth under left-wing parties is higher than under right-wing and vice versa.

The picture on the next page represents the patterns of GDP growth in Europe under main three types of parties. Appendix B contains table with information on evolution of GDP growth rate in other regions. If we also construct such graphs for other continents, we could see that they differ from each other: in some regions in some years growth rates of GDP under left-wing parties are higher than under other types of parties; in some regions- GDP growth under right-wing party prevails, etc. 
Figure 5.1. GDP growth under different executives in Europe
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Therefore, we could assume that there are some region specific characteristics, which determine GDP growth under certain executive. We can also note that mean GDP growth differs among regions. This could serve as an additional argument to run separate regressions for regions.
Figure 5.1. GDP growth in different geographical regions
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Later on we would run separate regressions for different regions and test for differences between coefficients before independent variables to test whether such dissimilarities exist and are statistically significant.

A table with the correlation between independent variables can be found in Appendix B- it reports high correlation coefficients between corruption score, government effectiveness and rule of law. Thus, we could face minor multicollinearity problems. In fact multicollinearity does not destroy properties of BLUE estimators, the only thing it does is it increases the size of the confidence intervals and leads to more frequent acceptance of the “null” hypothesis. 
B. chosing correct specification
Let’s look at the preliminary estimations’ results. Next table represents results of OLS, FEM and REM (here we present only statistically significant results
, full table could be found in Appendix C). Dependant variable if GDP growth rates (%).

Table 4.3 Estimation results

	 
	OLS
	FE
	RE

	left executive
	-0.51
	1.19
	0.28

	right executive
	-1.13**
	-0.42
	-0.84

	other executive
	-0.65
	1.21*
	0.14

	No executive
	-0.75
	2.34
	0.64

	share of Catholics
	-0.02***
	.
	-0.02**

	share of protestants
	-0.02***
	.
	-0.02

	civil liberties
	-0.13
	-0.6***
	-0.3*

	political rights
	-0.03
	-0.03
	0.06

	government effectiveness
	2.24***
	2.82***
	2.55***

	rule of law
	-1.59***
	-1.98***
	-1.85***

	Corruption
	-0.03***
	-0.03***
	-0.03***

	Spanish colony
	1.01**
	.
	1.25

	Civil War
	-6.14***
	-10.1***
	-7.95***

	Sub Sahara dummy
	1.27***
	.
	1.43***

	Latitude in degrees
	0.01**
	.
	0.01**

	Constant
	6.29***
	6.53***
	5.79***

	Observations
	1220
	1220
	1220

	R-squared
	0.1
	0.08
	 0.04


In regressions we defined as a control group centrist executive, therefore our constant term captures the impact of centrist executive on economic growth and any other fixed effects. The coefficients before the ‘right executive’ variable is significant and negative in OLS meaning there is lower economic growth than in the case of control group. The coefficient before left executive is positive and statistically significant in FE regression meaning higher GDP growth than in case of control group. As our executive variables are dummies, which take values (0,1), the coefficient before right executive in OLS regression means that presence of right executive at office results in decrease in GDP growth rate by 1.13%. This value is reasonable in the context of 3% average GDP growth in World.
We expected coefficient before dummy indicating executive elections to be negative, but it was found to be insignificant while being of correct sign. Using the same logic we could assume that legal elections what are these also could have negative instantaneous impact on GDP growth, but coefficients before this variable varied in its sign and was found to be insignificant. Thus, at this stage we could conclude that opportunistic cycles, which result in changes in real terms due to the fact of elections itself, are less pronounced in our case.

Coefficients before the share of Catholics in total population, share of Protestants in total population, corruption score, governmental effectiveness, civil war dummy, absolute latitude were found to be significant and of the expected sign.

We got unexpected signs before civil liberties and rule of law. The coefficient before rule of law could have negative effect on GDP growth in short run, as people may need some time to adjust to toughened procedures. Negative coefficient before civil liberties index is issue to investigate- maybe too much freedom is as bad as is too little (in other words non-linear relationship between GDP growth and civil liberties could exist).

Expected negative sign before Spanish colony and Sub Sahara dummies was motivated by lower growth rates in these regions. However, as pic.2 shows nowadays this is not completely true.
To chose correct specification (OLS, FE or RE) we run Breush-Pargan test (OLS vs RE) and Hausman test (FE vs RE). Based on the results of the tests we should reject both H0: var(U)=0 and thus, RE is more desirable than OLS and H0: difference in coefficients  of FE mode and RE model is not systematic- thus, this is FE which is consistent. Therefore, we should use further FE model (but, for the sake of comparison the reader can find information on the results of all model specification in Appendices).

In addition we found that coefficients before executive dummies are higher in absolute value in FE model than in OLS. This indeed supports the idea of fixed effect existence. If we run OLS in this case our results would be biased.
As we might have also simultaneity bias, if we run OLS, FE, RE, our results would be subject to endogeneity bias. To test whether our model suffers from it let’s use version of Hausman specification test for endogeneity described in Gujarati (1995).

The procedure as follows:

1) using OLS we regress party in power (endogenous variable) on the set of exogenous variables ;

2) We predict residuals and fitted values of endogenous variables from this regression:

3) We regress GDP growth on party in power and residuals got in first stage. As we assumed that there is no simultaneity bias coefficient before residuals should be equal to 0.

The results of the test are in Appendix C. According to the test model suffers from endogeneity bias: the right-wing parties variable seems to be endogenous. Therefore, this is a question to investigate.

To construct the instruments we chose averaged GDP growths in neighboring countries under different parties in power. We could think about application of these instruments in two ways:

a) Each year there is a possibility of elections. Thus, averaged GDP growths in neighboring countries under different parties in power influence elections results each year;

b) There is no tension for reelection in countries. Thus, averaged GDP growths in neighboring countries under different parties in power influence elections results in the year of election, while the results of this influence are spread over the period till next elections.

Technically this will be done using next procedures:

For method A- use general 2SLS;

For method B- at the first stage regress variables of interest (left, right executives, other executive, no executive dummy) on the set of exogenous variables; get fitted values; find fitted value which corresponds to the year when certain party in power was chosen and apply this value for the whole period of its being in office. Use this information for the 2 stage.

The results of two methods for a pooled sample could be found in the next table (as in previous case we left here only significant variables, full version of table could be found in Appendix C
).
Table 4.4. Estimation results
	 
 
	Method A
	Method B

	
	2SLS
	FE iv
	RE iv
	2SLS
	FE iv
	RE iv

	left executive
	5.29***
	17.19***
	8.2***
	13.55***
	17.54***
	15.65***

	right executive
	4.96***
	14.83***
	7.4***
	1.05
	-2.85
	-0.82


Cont.
	other executive
	4.86***
	15.97***
	7.68***
	-13.26**
	-13.93
	-13.59*

	no executive
	5.41***
	18.3***
	8.71***
	67.45
	-8.76
	20.67

	share of Catholics
	-0.02***
	.
	-0.01**
	-0.02***
	.
	-0.02**

	share of Protestants
	-0.03***
	.
	-0.03
	-0.02***
	.
	-0.02*

	civil liberties
	-0.21
	-1***
	-0.38**
	-0.17
	-0.55**
	-0.31*

	government effectiveness
	2.46***
	1.8**
	2.5***
	2.16***
	2.85***
	2.44***

	rule of law
	-1.78***
	-1.78***
	-1.87***
	-1.57***
	-1.69**
	-1.85***

	corruption
	-0.03***
	0
	-0.02
	-0.02***
	-0.03
	-0.02***

	Spanish colony
	1.2**
	.
	1.52**
	0.88*
	.
	0.82

	Civil War
	-6.32***
	-10.06***
	-7.41***
	-6.07***
	-10.09***
	-7.93***

	Sub Sahara dummy
	1.53***
	.
	1.71***
	1.26***
	.
	1.37***

	Latitude in degrees
	0.03***
	.
	0.03***
	0.01***
	.
	0.01

	Constant
	0.94
	-7.97**
	-1.73
	5.73***
	7.21***
	5.86***

	Observations
	1220
	1220
	1220
	1220
	1220
	1220

	R^2 overall
	
	0.07
	0.04
	
	0.03
	0.1

	F-test that all u(i)=0 (p)
	0.00
	0.00
	
	0.00
	0.00
	

	Wald test (p)
	
	
	0.00
	
	
	0.00


 * significant at 10%; ** significant at 5%; *** significant at 1%

The coefficients before independent variables have the same signs as in the regressions without instruments. However their absolute values are bigger. This may serve as an evidence of omitted variables bias (when omitted variables are positively correlated with those included into regression) and also of removal of endogeneity bias. 

We observe that all coefficients before our variables of interest (executive dummies) are significant in regressions estimated following Method A. Method B reports respective coefficients to be significant in the part of cases. What we could notice is that coefficients before other independent variables do not differ significantly in sign from method to method.
The necessary thing to do at this stage is to test the validity of instruments. To test H0: FEM is consistent using Davidson-MacKinnon test of exogeneity. P-value = 4.8e-11, thus we could reject H0 and conclude that use of instruments is valid. 
If we had overidentifying restrictions we should also test for them, but in our case we have as much instruments as endogenous variables, thus, we do not need this test to be performed.
We should also mention that at first stage of our estimation procedures coefficients before instruments were found to be jointly significant. This could serve as additional evidence of their quality.

We still observe coefficients before left executive to be higher than under right executive. However we should test whether this difference is statistically significant. This could be done with t-test.  P –value of t-statistics equals 0.01 which is reasonably low, thus we may reject null of coefficients before left executive and before right executive being equal.

We could also assume that this is not contemporaneous growth in neighboring countries that influences the presence of certain party in power in certain country, but lagged one. Thus we could instrument party in power in certain country by average lagged GDP growth in neighboring countries which leads certain executive to office in neighboring countries. As before, we distinguish between two methods: A~ and B~. The results of estimations could be found in next table (Appendix C). 
Table 4.5 Estimation results- Models A~ and B~
	 

 
	Method A~
	Method B~

	
	2SLS
	FE iv
	RE iv
	2SLS
	FE iv
	RE iv

	left executive
	2.85**
	10.49***
	5.60***
	7.62
	9.27*
	8.91*

	right executive
	2.08
	7.89***
	4.09**
	1.4
	1.55
	1.18


      Cont.





	other executive
	2.37*
	10.40***
	5.21***
	-8.8
	-11.44
	-9.98

	no executive
	3.05**
	12.09***
	6.42***
	91.2
	103.04
	75.55

	share of Catholics
	-0.02***
	.
	-0.01**
	-0.02***
	.
	-0.02**

	share of Muslims
	0
	.
	0
	0
	.
	0

	share of protestants
	-0.02***
	.
	-0.03**
	-0.02***
	.
	-0.02*

	civil liberties
	-0.18
	-0.83***
	-0.36*
	-0.16
	-0.59**
	-0.32*

	political rights
	-0.03
	0.13
	0.08
	-0.03
	-0.04
	0.06

	rule of law
	-1.66***
	-1.88**
	-1.81***
	-1.60***
	-1.87***
	-1.89***

	corruption
	-0.03***
	-0.02
	-0.02**
	-0.02***
	-0.03**
	-0.02***

	Spanish colony
	1.25**
	.
	1.70**
	0.91*
	.
	0.84

	executive elections
	-0.04
	-0.18
	-0.15
	-0.12
	-0.22
	-0.21

	legal elections
	-0.07
	0.12
	0.05
	-0.07
	0.1
	0.04

	Civil War
	-6.28***
	-10.09***
	-7.80***
	-6.09***
	-10.10***
	-7.94***

	Sub Sahara dummy
	1.46***
	.
	1.65***
	1.30***
	.
	1.40**

	Latitude in degrees
	0.02***
	.
	0.03***
	0.02***
	.
	0.02*

	Constant
	3.32**
	-2.01
	0.85
	5.69***
	7.24***
	5.81***

	Observations
	1220
	1220
	1220
	1220
	1220
	1220

	R-squared
	0.05
	
	
	0.1
	0.07
	

	Wald test (p)
	
	0.00
	0.00
	
	
	


 * significant at 10%; ** significant at 5%; *** significant at 1%

The main conclusion is that the results are robust for such changes in instruments.

As before p-value of Durbin-Wu-Hausman test of erogeneity performed on the base of 2SLS is very small meaning rejection of H0: repressors are exogenous, as well as p-value of corresponding Davidson-MacKinnon test for FE models with IV.

For Method A~ difference in coefficients before right and left executive is statistically significant in all specifications. The same could not be told about Method B~ where corresponding t-statistics fluctuate around 0.2. However, we should notice that in Method B~ coefficients before right executive are nor statistically significant.

C. Lag for policy implication: how do we 
know which party is in fact responsible for economic prosperity?

Nowadays, there is empirical evidence that some lag is needed for policy implications to take place. Several works are devoted to computation of such lags’ length. Usually, researches consider two main types of economic policy-fiscal and monetary. It was found by Perotti (2002) that lag for fiscal policy constitutes around 3 quarters, while for monetary policy it is around 2 (Schmidt-Hebbel  and Tapia, 2002). For output to be changed after any actions took place some additional time is needed- 2.2 quarters were found to be such a time horizon during which GDP changes by 50% of its maximum change. 

As we have annual data we would take 1 year lagged value of certain executive heading the office. The logic behind the lags’ use in our model is following: macroeconomic policy affects main economic indicators with a lag, to be sure that this is the policy of certain party which influenced GDP growth we incorporate lagged values of executive dummy into regression. Note that this also solves the endogeneity problem; therefore we do not need to instrument our lagged values of executive dummies.
We should be aware of the fact that party changes on average once in 4 years. Thus, if we use simultaneously current and lagged values of executive dummy we could face multicollinearity problem. The results of regressions could be found in next table (as before we represent here only significant results, full table could be found in Appendix D as well as the results of OLS, FE and RE estimations with lagged values of executives
)
Table 4.6 Estimation results- lags for policy implication
	
	Instruments based on lagged values of GDP growth for current dummies of executives
	Instruments based on current values of GDP growth for current dummies of executives

	
	A (1)
	B(1)
	A (2)
	B(2)

	
	FE iv
	FE iv
	FE iv
	FE iv

	left executive
	17.15***
	10.35
	31.64***
	13.07

	right executive
	12.87***
	20.58*
	28.49***
	19.22*

	other executive
	18.16***
	-28.91***
	30.41***
	-28.15***

	no executive
	20.39***
	384.54
	33.48***
	255.49

	L. right executive
	-8.39***
	0.43
	-18.60***
	0.42

	L. other executive
	-11.36***
	1.63**
	-19.62***
	1.60**

	L. no executive
	-13.36***
	0.96
	-21.22***
	0.94

	civil liberties
	-0.75***
	-0.61***
	-0.91**
	-0.61***

	government effectiveness
	2.43***
	2.79***
	1.88*
	2.81***

	rule of law
	-1.42*
	-1.97***
	-0.85
	-1.94***

	corruption
	-0.01
	-0.03***
	0.01
	-0.03***

	Civil War
	-10.01***
	-10.12***
	-9.91***
	-10.11***

	Constant
	1.37
	6.12***
	-3.28
	6.13***

	Observations
	1220
	1220
	1220
	1220

	R-squared
	
	0.08
	
	0.08

	F-test (p)
	
	0.00
	
	0.00

	Wald-test (p)
	0.00
	
	0.00
	


                        * significant at 10%; ** significant at 5%; *** significant at 1%

What we could observe is that while coefficients before current instrumented values of certain executive are significant and positive almost in every specification, coefficients before lagged values of executive dummies are significant and negative for Method A (however this could be the result of multicolinearity between current and lagged executive dummies). For Method B less of coefficients were found to be significant, while coefficients before lagged and current values of executives are opposite in sign as in Method A.
As coefficient before lagged executive dummies are significant, we should include lags into our model.

Facts of executive or legislative elections are still insignificant in all specification, thus we could reject existence of opportunistic cycles. The signs of the rest of coefficients are the same as before.

Let’s discuss Methods A (1) and B (1).  Here we use lagged values of neighbour’s GDP growth for construction of instruments and also include lagged values of executive dummies into regression. The last thing we do in attempt to capture the lag in the effect of policy. Under assumption that some lag indeed exists, reaction of economy to e.g. past year policy will be observed only in this year. But in this case the presence of certain party in power in office is in fact attributed to past year actions, as this year performance is just their result. 

We should notice that coefficients before current dummies of certain executives are also significant in both cases- when we instrument  choice of party by lagged and current GDP growths in neighboring countries. Therefore, we would proceed in our discussion with both methods of instrumentation. Moreover, instruments constructed on the base of lagged GDP growth are also valid (Davidson-MacKinnon statistics for FEM with IV equals 0.003). 

Therefore up to this moment we have 6 models

	A (elections could be held each year) without policy lag
	B(elections are held once during certain period) without policy lag

	A(2) current GDP growth as base for instruments + policy lag
	A(1) lagged GDP growth as base for instruments+ policy lag
	B(2) lagged GDP growth as base for instruments + policy lag
	B(1) current GDP growth as base for instruments + policy lag


D. Regional differences: Do they exist?

As we stated above one of the aims of our research is to run separate regressions for different regions and to test whether coefficients got after estimations are jointly different for each region.

The results of such regressions without lags and with lags could be found in the Appendicies E.

To test for interregional differences in coefficients formally, we could apply such a technique as LSDV (least squares dummy variable).  The essence of this method consists in using a binary variable and its interaction terms with other independent variable. In this case coefficient before categorical variable will show us the effect of dummy (being equal to one) on dependent variable and coefficient before interaction term – how, effect of independent variable on the base of which this interaction term was constructed changes when categorical variable changes. For the purpose of our research we should use continent dummy as categorical variable. As control group we chose Africa. The results for FEM with IV could be found in the next table (as before, full version could be found in Appendix E
).
Table 4.7 LSDV estimation results.

	
	A
	A~
	A(2)
	A(1)
	B
	B(2)
	B(1)

	left executive
	-24.5
	31.47
	31.47
	253.3
	-12.15
	-33.64
	-14.85

	right executive
	-26.7
	32.98
	32.98
	268.99
	0.06
	-10.67
	-26.21

	other executive
	-27.34
	26.34
	26.34
	193.9
	22.71
	51.58
	40.41

	no executive
	-18.43
	35.7
	35.7
	206.5
	-710.51
	-528.53
	-421.6

	(Latin America)*left executive
	52.22**
	-16.87
	-16.87
	-245.05
	26.11
	26.59
	3.6

	(Asia)*left executive
	70.45***
	-4.49
	-4.49
	-211.74
	24.33
	30.52
	61.28

	(Europe)*left executive
	34.99
	-17.84
	-17.84
	-244.82
	34.53*
	56.53
	35.91

	(Latin America)*right executive
	52.22**
	-21.49
	-21.49
	-260.15
	9.95
	77.48
	100.22*

	(Asia)*right executive
	71.02***
	-8.64
	-8.64
	-230.42
	-1.01
	61.34
	-37.07

	(Europe)*right executive
	34.25*
	-24.33
	-24.33
	-264.52
	-1.28
	71.85
	83.46*

	(Latin America)*other executive
	56.02***
	-6.8
	-6.8
	-181.04
	-44.6
	-102.58**
	-94.16**

	(Asia)*other executive
	70.28***
	-0.92
	-0.92
	-154.22
	-36.58
	-101.36
	-80.73

	(Europe)*other executive
	38.13*
	-8.39
	-8.39
	-182.72
	-55.30**
	-119.35***
	-107.63***

	(Latin America)*no executive
	47.54**
	-15.41
	-15.41
	-193.87
	739.21
	1,122.17
	1,164.06


cont.
	(Asia)*no executive
	.
	.
	.
	.
	940.05
	1,712.98
	1,745.30

	(Europe)*no executive
	27.55
	-23.62
	-23.62
	-199.48
	1,296.16
	1,492.88*
	1,551.29*

	L. left executive
	
	-16.96
	-16.96
	-175.39
	
	-3.09
	-3.08

	L. right executive
	
	-18.11
	-18.11
	-200.45
	
	-1.65
	-1.69

	L. other executive
	
	-12.93**
	-12.93**
	-138.83
	
	-1.59
	-1.6

	L. no executive
	
	-9.55*
	-9.55*
	-3.13
	
	1.34
	1.3

	(Latin America)*L. left executive
	
	7.47
	7.47
	172.79
	
	5.93**
	5.89**

	(Asia)*L. left executive
	
	2.65
	2.65
	144.35
	
	4.68
	4.71

	(Europe)*L. left executive
	
	7.44
	7.44
	170.08
	
	4.34*
	4.32*

	(Pacific)*L. left executive
	
	.
	.
	
	
	2.41
	2.36

	(Latin America)*L. right executive
	
	9.72
	9.72
	195.86
	
	2.73
	2.77

	(Asia)*L. right executive
	
	4.3
	4.3
	169.34
	
	2.43
	2.46

	(Europe)*L. right executive
	
	11.54
	11.54
	197.49
	
	2.46
	2.48

	(Pacific)*L. right executive
	
	-0.85
	-0.85
	13.22
	
	0
	0

	(Latin America)*L. other executive
	
	
	
	133.62
	
	4.64**
	4.64**

	(Asia)*L. other executive
	
	
	
	108.05
	
	3.83
	3.84

	(Europe)*L. other executive
	
	
	
	133.28
	
	4.20**
	4.21**

	(Pacific)*L. other executive
	
	
	
	135.54
	
	3.53
	3.52


* significant at 10%; ** significant at 5%; *** significant at 1%

There is clear evidence that effect of different types of parties in Europe statistically differ from those in control region (Africa) and this is true for almost all specifications. Moreover coefficients before interaction terms are different for different regions, meaning that they “differently differ” from control group and, thus, differ between themselves. Differences in coefficients before interaction terms containing lagged values of executive dummies also exist. Coefficients are big in their values, but this could be due to the fact discussed earlier in a section which motivates model specification.

 Method A~(lagged instruments), A(1) and A(2) report insignificant results.
E. Do countries with different level of income differ from each other?

The consideration of interregional differences was motivated by different levels of economic growths in different regions and easier interpolation of experience of neighbors into own country. While, as it was mentioned in literature review, some link between economic wellbeing and election decision exists. Therefore in this subsection we will consider differences in effect of certain party in power on economic growth in countries grouped by per capita level of income. Grouping by level of income is considered as an alternative to geographical division, however if we consider these groupings separately we should be aware of omitted variable bias.
Here we use World Bank countries classification which divides all countries into 5 groups: 

1) High income: OECD countries

2) High income: Non OECD countries

3) Low income countries

4) Lower middle income countries

5) Upper middle income countries.

As before we would like to give some statistics

Figure 5.3. GDP growth in high income OECD coutnries
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As in case with different geographical regions there is no evidence that some executives attribute more to economic growth (tables on all groups could be found in Appendix F).
We should mention that according to statistics (Appendix F) frequency of left and right executive being in office is higher in high income OECD countries than in other groups. In countries with another level of income frequency of other than in left-right-centrist executives being in office is very big. It is interesting to mention that in high income countries and upper level income countries right executives head the office more often which is in accordance with results of Belanger (2006).
The results of estimations based on Method A and Method B support the conclusion that growth under left-wing party is higher than under right-wing (Appendices F).

Next we incorporate policy lag into our model (both to instruments and to independent variables). Here are the corresponding results for FEM with IV (Appendix F).
Table 4.8 FEM with IV for different groups of countries  
	
	Method A(1)
	Method B(1)

	
	High income: OECD countr.
	High income: non OECD countr.
	Low income countr.
	Lower middle income countr.
	Upper middle income countr.
	High income: OECD countr.
	High income: non OECD countr.
	Low income countr.
	Lower middle income countr.
	Upper middle income countr.

	left executive
	3.09
	5
	76.51
	32.84***
	0.55
	0.03
	4.79
	-0.96
	29.9***
	-5.2

	right executive
	2.47
	7.53
	73.42
	14.44**
	-0.87
	.
	-4.08
	-19.32
	-4.24
	27.93

	other executive
	.
	7.1
	70.74
	24.15***
	5.24
	.
	.
	6.23
	-32.08***
	-111.79

	no executive
	.
	.
	77.84
	27.94***
	0.26
	.
	.
	.
	.
	765.09

	L. left executive
	-0.53
	-5.82
	-54.28
	-20.87***
	3.27
	0.98**
	0.48
	2.05
	1.69
	3.11**

	L. right executive
	-0.82
	-8.37
	-53.7
	-11.82**
	4.1
	0.14
	-0.67
	0.71
	-1.36
	1.89

	L. other executive
	.
	-5.11
	-51.28
	-15.89**
	1.04
	0
	2.13
	0.91
	1.56
	2.77*

	L. no executive
	.
	.
	.
	-16.15**
	3.33
	.
	.
	.
	-0.15
	1.65


Cont.



	
	Method A(2)
	Method B(2)

	
	High income: OECD countr.
	High income: non OECD countr.
	Low income countr.
	Lower middle income countr.
	Upper middle income countr.
	High income: OECD countr.
	High income: non OECD countr.
	Low income countr.
	Lower middle income countr.
	Upper middle income countr.

	left executive
	10.61**
	253.38
	-54.75
	54.36***
	47.87*
	0.03
	7.53
	-10.44
	40.93***
	-7.13

	right executive
	9.76**
	576.03
	-55.92
	44.16***
	40.78
	.
	-6.56
	-4.01
	4.42
	4.72

	other executive
	.
	722.45
	-59.65
	44.59***
	64.48**
	.
	.
	9.61
	-47.23***
	13.76

	no executive
	.
	.
	-50.92
	48
	40.56
	.
	.
	.
	.
	-91.57

	L. left executive
	-4.86
	-222.01
	36
	-36.82***
	-21.72
	0.98**
	0.48
	2.07
	2.33*
	3.29**

	L. right executive
	-5.13*
	-378.04
	37.26
	-32.46***
	-14.86
	0.14
	-0.67
	0.74
	-1.38
	1.83

	L. other executive
	.
	-477.29
	40.52
	-31.38***
	-30.85
	.
	2.13
	0.93
	1.4
	2.68*

	L. no executive
	.
	.
	.
	-31.35**
	-13.18
	.
	.
	.
	-0.34
	1.62


 * significant at 10%; ** significant at 5%; *** significant at 1%

Coefficients before the variables of interest in groups of High income non OECD countries and low income countries are insignificant in all specifications. For High income countries this could be attributed to low quantity of observations (77), but this argument could not be used for low income countries (number of observations is 302). Therefore, this group may posses some special characteristics which may make this group very different from others. To say more, almost all coefficients before independent variables are found to be insignificant in regressions for low income countries. Coefficients are big in their absolute values as before, but the signs follow the same pattern.

To compare formally coefficients before variables the reader could check Appendix F, where the results of LSDV regression are presented. They supports conclusions from above.
This part of table supports conclusions that low income countries and high income non OECD countries face insignificant effect of party power on economic growth in most cases .

Chapter 5

robustness check

A. 3 party-types vs 5 party-types
Database on political institutions distinguish between 5 types of parties: left, right, centrist, those who do not match to any category and cases when there is no executive. From these 5 groups only 3 have, by definition, more or less defined platform: left, right and centrist ones. Thus, they may differ from each other more than from that group of executives which do not match to any category. Therefore, in this section we will check whether the results of estimations hold for 3 groups of parties.
For the goals of this robustness check we construct balanced panel of countries, which have only these 3 executives in their office during 1991-2006 years. The results of corresponding estimations (OLS, FEM, REM) could be found in Appendix 26.

As before based on Breush Pargan χ^2 statistics (p-values=0.000) and Hausman test (p-value of χ^2  statistics=0.001) we could not reject that FE is consistent and should be used as a base model.

We could see that according to Method A both executives attribute to higher economic growth. While left wing parties provide more of it (test for linear combination of coefficients report p-value =0.034, we could reject H0=coefficients are equal.)

The signs of almost all other variables are in accordance with theory (only political rights have negative sign) in contrast to case with 5 parties, when some variables have coefficients with wrong signs.

Method B reports lower growth under left executive than under control group which is opposite to situation with 5 parties in power, where it was the only one executive variable which have significant coefficient. 

However, if we run separate regression for different geographical regions coefficients in Method B are not significant any longer at all (Appendix G
). But when we use Method A coefficients support our previous results.
Interregional consideration left us with 4 group of countries- high income OECD countries, low income countries, lower middle income countries, upper middle income countries (this means that in high income non OECD countries share of other executives, which do not match to 3 general categories,  is very big). As before Method A reports more significant results. FEM with IV within this method (Appendix G) reports higher growth under left-wing parties. The results are significant for upper middle income countries and for high income OECD countries. Moreover the results are numerically more or less comparable to those got from the case with 5 parties (Appendix G). The size of coefficients are closer to evidence that could be got from the data, but still too big.

If we include lags into the model we get corresponding results: the coefficients are close in values and of the same sign as in previous model with 5 parties, while the lagged influence of any party in this sample is less deteriorative. 

Next table represents results of Methods A(1,2) and B (1,2) for different geographical regions (appendix 33-36), table after it- for different groups of countries (Appendix G).

Table 5.1.  Results of FEM with IV fore different geographical regions

	
	A(1)
	B(1)

	
	Latin America
	Asia
	Europe
	Pacific
	Latin America
	Asia
	Europe
	Pacific

	left executive
	10.49
	0.18
	3.94
	0.64***
	-0.01
	-1.69
	0.08
	.

	right executive
	4.34
	.
	3.07
	.
	.
	.
	.
	.


Cont.
	L. left executive
	-4.68
	-0.07
	-0.69
	.
	2.99*
	.
	1.51
	.

	L. right executive
	-2.95
	0.03
	-1.11
	.
	-0.13
	-0.28
	0.67
	-0.59

	
	A(2)
	B(2)

	
	Latin America
	Asia
	Europe
	Pacific
	Latin America
	Asia
	Europe
	Pacific

	left executive
	24.69**
	0.07
	10.59**
	.
	4.16
	-1.69
	0.08
	.

	right executive
	19.37
	-0.02
	9.81**
	.
	-3.29
	.
	0
	.

	L. left executive
	-12.83*
	0.15
	-4.44*
	0.64***
	2.91*
	.
	1.51
	.

	L. right executive
	-11.6
	.
	-5.11*
	.
	-0.12
	-0.28
	0.67
	-0.59


 * significant at 10%; ** significant at 5%; *** significant at 1%

Table 5.2.  Results of FEM with IV fore different geographical regions

	
	A(1)
	B(1)

	
	High income: OECD countries
	Low income countries
	Lower middle income countries
	Upper middle income countries
	High income: OECD countries
	Low income countries
	Lower middle income countries
	Upper middle income countries

	Left executive
	5**
	1.57
	-2.2
	15.63
	-0.04
	-0.21
	0
	-7.15

	Right executive
	3.78
	0
	1.9
	10.88
	0
	0
	-3.03
	8.6

	L. left executive
	-1.58
	0
	-1.31
	5.23
	1.1**
	2.16
	4.97**
	6.82***

	L. right executive
	-1.57
	0.7
	-4.59
	6.94
	0.15
	1.07
	-2.37**
	3.61**

	
	A(2)
	B(2)

	
	High income: OECD countries
	Low income countries
	Lower middle income countries
	Upper middle income countries
	High income: OECD countries
	Low income countries
	Lower middle income countries
	Upper middle income countries

	Left executive
	10.47***
	0
	-5.69
	41.77
	-0.05
	-0.21
	0
	0.05

	Right executive
	9.32***
	-1.6
	20.06
	36.54
	0
	0
	-3
	-2.11

	L. left executive
	-4.69**
	0
	-4.52
	-6.74
	1.1**
	2.16
	4.97**
	6.74***

	L. right executive
	-4.84**
	0.72
	-15.97
	-4.5
	0.15
	1.07
	-2.37**
	3.76**


 * significant at 10%; ** significant at 5%; *** significant at 1%

We will not perform LSDV technique here as dataset does not contain necessary quantity of observations for each group for coefficients to be correctly estimated.

B. Balanced vs unbalanced panel data

Finally we have two datasets: balanced panel for 5 types of parties in power and balanced panel for 3 types of party in power. Despite we have comparable results we would like to see whether sample selection bias exists. In order to do this, let’s construct unbalanced panel and repeat some estimations for unbalanced panel and compare the empirical results. Below we represent table which contains quantities of countries which match to specific category (level of income or continent) in different datasets. What we could conclude is that after subtraction  from 5 parties’ balanced datasets all observations which belongs to categories “other executive”, “ no executive”  (“3 parties unbalanced panel”) quantity of countries reduced in such categories as High income non OECD countries, Lower middle income countries and Low income countries, Africa and Asia regions respectively. These results are supported by data description statistics provided in earlier sections (these groups had biggest shares of “other executives” in power). It is evident that the high income countries and those which are closer to them in income terms have more observations in datasets. Therefore results could indeed suffer from some selection problems.

Table 5.3. Datasets comparison 
	
	Totally in World
	5 parties balanced panel
	3 parties balanced panel
	3 parties unbalanced panel

	High income: OECD countries
	25
	25
	22
	24

	High income: non OECD countries
	35
	11
	1
	6

	Low income countries
	53
	45
	7
	30

	Lower middle income countries
	55
	45
	16
	31

	Upper middle income countries
	41
	30
	12
	26

	Africa
	54
	48
	10
	29

	Latin America
	41
	25
	17
	23

	Asia
	48
	36
	6
	20

	Europe
	40
	37
	18
	36

	Pacific
	14
	7
	4
	6

	North America
	3
	3
	3
	3


Let us compare the results of main regressions for unbalanced data set including 3 types of parties to those of 5 (full table is in Appendix H).  

Table 5.4. FEM with IV
	
	A
	A(2)
	A(1)
	B
	B(2)
	B(1)

	left executive
	18.93***
	30.76***
	11.93***
	4.58
	-11.98**
	-9.13*

	right executive
	15.87***
	26.80***
	7.56**
	-6.18
	18.76**
	14.40**

	L. left executive
	
	-12.00***
	-4.35**
	
	0.96
	0.96

	L. right executive
	
	-10.96***
	-2.64
	
	0.21
	0.18

	civil liberties
	-0.90**
	-1.02*
	-0.54*
	-0.36
	-0.48*
	-0.46*

	political rights
	-0.02
	-0.03
	-0.1
	-0.12
	-0.05
	-0.07

	government effectiveness
	1.08
	1.31
	2.00**
	1.82**
	1.52**
	1.52**

	rule of law
	-0.1
	1.53
	-0.63
	-2.08**
	-2.17**
	-2.13**

	corruption
	0.03
	0.03
	0
	-0.02*
	-0.02*
	-0.02*

	executive elections
	0
	0.1
	0.04
	0.09
	0.14
	0.15

	legal elections
	-0.07
	-0.12
	0.15
	0.27
	0.21
	0.22

	Civil War
	-6.81**
	-6.6
	-6.97***
	-7.20***
	-7.24***
	-7.23***

	Constant
	-9.90***
	-10.03**
	0.24
	6.35***
	6.21***
	6.20***

	Observations
	716
	716
	716
	716
	705
	705

	Number of countries
	77
	77
	77
	77
	77
	77

	R-squared
	
	
	
	0.04
	0.05
	0.05

	Wald-test (p)
	0
	0
	0
	
	
	


 * significant at 10%; ** significant at 5%; *** significant at 1%

Methods A, A(1), A(2) report left executive to bring more of economic growth comparing to centrist executive than right one. Coefficients before lagged values of executive variables are negative and statistically significant and for left executive bigger in absolute values.  They are in the same range as before, but still big in absolute values, due to mentioned before problems with estimation. 

As for balanced panel data with 3 parties in power method B reports lower growth under left executive than under control group which is opposite to situation with 5 parties in power, where it was the only one executive variable which have significant coefficient. As instruments for method B represent the fact that elections are held only once in 4 years, this could mean that in countries which historically chose among only 3 parties, such frequency of elections leads to lower economic growth than under centrist executive not clear. Population should have been dissatisfied with such economic performance, but actually frequency of types of parties chosen (Table 5.5) is the higher for left-wing executives.

Table 5.5 Frequency of certain party heading the office

	 
	left executive
	centrist executive
	right executive

	1991
	0.46
	0.11
	0.43

	1992
	0.42
	0.11
	0.47

	1993
	0.42
	0.11
	0.46

	1994
	0.42
	0.14
	0.43

	1995
	0.48
	0.12
	0.39

	1996
	0.49
	0.13
	0.37

	1997
	0.45
	0.14
	0.41

	1998
	0.48
	0.13
	0.38

	1999
	0.48
	0.12
	0.40

	2000
	0.47
	0.12
	0.41

	2001
	0.49
	0.12
	0.38

	2002
	0.48
	0.11
	0.41

	2003
	0.47
	0.13
	0.41

	2004
	0.47
	0.13
	0.41

	2005
	0.48
	0.16
	0.37

	2006
	0.48
	0.15
	0.38


Thus, the only possible explanation for this phenomenon is that noneconomic determinants of voting also have a big power on election decision.

As before, we will proceed with discussion of interregional and intergroup differences applying LSDV technique to our unbalanced dataset. The results could be found in Appendix H. Below we will discuss coefficients before executive variables.

Table 5.6. LSDV estimation results (regional structure, group structure)



	
	A
	A(2)
	A(1)
	B
	B(2)
	B(1)

	(Latin America)*left executive
	-108.28
	18.34
	-4.16
	-3.4
	-8.82
	-8.2

	(Asia)*left executive
	-111.47
	40.92
	93.02
	10.19
	-14.95
	15.95

	(Europe)*left executive
	-121.57
	.
	.
	23.18*
	-22.59
	-3.02

	(Latin America)*right  executive
	.
	-23.28
	-96.1
	8.84
	15.08
	13.42


Cont.
	(Asia)*right  executive
	.
	.
	.
	-13.69
	26.59
	-23.29

	(Europe)*right  executive
	-12.96
	-47.23
	-95.52
	-39.18**
	35.79
	3.84

	(Latin America)*L. left executive
	
	-14.47*
	-2.92
	
	0.9
	0.62

	(Europe)*L. left executive
	
	0
	-1.77
	
	0
	0

	(Latin America)*L. right  executive
	
	-10.91*
	-7.9
	
	-1.25
	-1.45

	(Asia)*L. right  executive
	
	30.14
	61.6
	
	0
	0

	(Europe)*L. right  executive
	
	-18.48**
	-2.77
	
	1
	1.13

	(Pacific)*L. right  executive
	
	-2.13
	0
	
	1.42
	1.59

	

	
	A
	A(2)
	A(1)
	B
	B(2)
	B(1)

	(high income non OECD countries) * left executive
	-0.35
	2.95
	8.16
	-31.36
	4.97
	-2.79

	(Low income  countries)*left executive
	0.62
	1.29
	1.57
	-9.39
	28.87
	19.53

	(Lower middle income  countries)*left executive
	55.87***
	66.16**
	35.85**
	22.31
	20.41
	29.23**

	(Upper  middle income  countries)*left executive
	10.78
	9.09
	-1.74
	-27.72**
	-5.57
	-7.2

	(high income non OECD countries)* right executive
	7.36
	19.1
	19.09
	49.29
	-5.56
	7.49

	(Low income  countries)*right  executive
	0
	0
	0
	16.64
	-42.15
	-27.46

	(Lower middle income  countries)*right  executive
	24.64**
	38.95*
	6.78
	-33.46
	-32.31
	-47.21**

	(Upper  middle income  countries)*right  executive
	8.7
	2.95
	8.16
	-31.36
	4.97
	-2.79

	(high income non OECD countries)*L. left executive
	
	-7.74
	-10.04
	
	-2.13
	-2.06

	(Low income  countries)*L. left executive
	
	6.79
	0.97
	
	-0.22
	-0.21

	(Lower middle income  countries)*L. left executive
	
	-10.03
	-5.99
	
	-0.27
	-0.48

	(Upper  middle income  countries)*L. left executive
	
	2.84
	3.84
	
	2.3
	2.25

	(high income non OECD countries) *L. left executive
	
	-15.44
	-15.24
	
	-2.65
	-2.57

	(low income countries) *L. right executive
	
	6.45
	1.64
	
	-0.85
	-0.8

	(Lower middle income  countries)*L. right  executive
	
	-16.41
	-1.8
	
	-2.01
	-2.02

	(Upper  middle income  countries)*L. right  executive
	
	4.11
	3.87
	
	2.79*
	2.75*


* significant at 10%; ** significant at 5%; *** significant at 1%

Similarly to case with balanced dataset with 3 types of parties in power growth under left-wing executive is higher than under centrist executive in Europe. Coefficients before corresponding variables are statistically significant and different for this region. Left-wing parties bring more of economic growth than right–wing as before. Coefficients before lagged executive variables are negative and higher in absolute value for left-wing executives. 

If we follow method B, coefficients before executive dummies are significant only for Europe as in case with balanced dataset .

We may conclude, that on general results are robust to type of dataset and, thus, possibly do not suffer from sample selection bias.

Thus, after various types of robustness check we came up with conclusion of higher growth under left-wing parties which is in accordance with that made by Alesina and Roubini (1990): “left-wing governments approach elections with high level of inflation… when right-wing governments are elected they fight inflation causing a recession or a slow down”. At the same time Brosnikov (2005) argued that right-wing societies experienced higher economic growth and found evidence of relationship between right-wing parties and economic growth. He explained this phenomenon by strengthened in this case legal systems. However, our data support neither the hypothesis of high correlation between these indices (correlation between civil liberties or political rights or rule of law as measure of legal system and right executive dummy is low) nor higher growth in right-wing societies during last decades. 
Conclusions
The main goal of this paper was to estimate influence of certain executive on economic performance measured by GDP growth, constructing relevant instruments to avoid common for research in the area endogeneity problem. We found that economic growth is higher under left-executive than under right in countries. Using lagged and current GDP growth in neighboring countries for construction of instruments we found out that if choice of party was based on current values of economic indicator in surrounding countries, economic growth seemed to be higher. Introduction of executive lag into the model did not change the direction of influence. We found out that fact of elections itself does not significantly influence economic growth; therefore, based on the results of this research we did not find a support for existence of opportunistic cycles. Moreover, we found support for our idea that differences in influence of executive on economic growth in different regions and countries of different level of income exist.

Found results are quite robust to different model specifications and datasets, thus might provide for reliable qualitative inferences.

The paper presents one of the first attempts to estimate the influence of certain executive on economic growth throughout whole World and suggests new method of instrumentation of voter’s choice, which is in accordance with theories of economic voting. The method was proved to be trustful. The paper enriches the literature on political cycles; moreover, methods it suggests could be applied to investigation of behavior of other indicators of economic performance.
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appendix

Appendix A. Description of instruments’ construction
First of all we will construct the matrix of weights basing on information about contiguity of countries and their left/right/etc. orientation in specific years.

In fact we would have several matrices- one for each type of party in power in each year.

We start with a matrix on contiguity, which have next time-invariant elements

Wij=      

· 1, if countries are neighbors and

· 0, if countries do not have common border

After multiplication of this matrix on column which contains information on type of party being in power in countries in this year we would get matrix with element

Wijtp=   

· 1, if countries are neighbors and neighboring country’s office is headed by left/right/center/ etc/ party

· 0, if countries do not have common border

Where t- denote year, p-denote type of party in power, i,j-country index

After normalization we get column which contains information on weights the GDP growth of each country would have in instrumentation of choice of specific party.

Vijtp = Wijtp/∑ Wijtp, 

[image: image18.png]


i,j=1,N, t,p as before 

Thus, V is the weight of specific country ( under specific party in specific year ) GDP growth in average GDP growth of specific  neighboring countries under specific party in specific year.

After multiplying this column by GDP growths in specific countries and summing elements of the column, we will have weighted averages of economic growths in neighboring countries under specific economic ideology.

Appendix B.  Descriptive statistics.

Table B1: GDP growth rates by continent.

	
	Africa
	
	
	Latin America
	
	
	Asia

	year
	growth under left executive
	growth under right executive
	growth under centrist executive
	growth under other executive
	growth under no executive
	
	year
	growth under left executive
	growth under right executive
	growth under centrist executive
	growth under other executive
	growth under no executive
	
	year
	growth under left executive
	growth under right executive
	growth under centrist executive
	growth under other executive
	growth under no executive

	1991
	0.73
	0.134
	.
	0.844
	.
	
	1991
	1.127
	0.091
	3.112
	.
	0.273
	
	1991
	2.089
	2.007
	-1.34
	0.128
	0.25

	1992
	0.021
	0.022
	0.068
	-0.553
	.
	
	1992
	0.663
	-0.326
	3.861
	.
	0.201
	
	1992
	0.3
	1.493
	-0.025
	0.122
	-1.875

	1993
	0.077
	0.161
	0.102
	-0.479
	.
	
	1993
	0.095
	-0.246
	0.966
	2.636
	.
	
	1993
	0.645
	-0.563
	0.22
	.
	0.639

	1994
	0.559
	0.266
	0.247
	-0.473
	.
	
	1994
	0.763
	0.42
	.
	-0.001
	2.506
	
	1994
	-0.361
	0.182
	0.841
	.
	1.253

	1995
	1.059
	0.686
	0.34
	2.323
	.
	
	1995
	0.549
	0.448
	.
	1.724
	0.395
	
	1995
	1.227
	.
	2.268
	-0.026
	0.542

	1996
	1.562
	0.333
	0.222
	3.625
	.
	
	1996
	.
	0.574
	0.892
	1.6
	0.257
	
	1996
	.
	0.682
	1.127
	2.323
	0.503

	1997
	1.233
	0.51
	0.253
	5.414
	.
	
	1997
	.
	2.055
	1.013
	0.662
	0.941
	
	1997
	0.613
	.
	1.316
	0.46
	2.407

	1998
	0.195
	0.387
	0.28
	3.239
	.
	
	1998
	0.32
	1.425
	1.039
	0.455
	.
	
	1998
	1.069
	.
	-0.173
	1.132
	-0.096

	1999
	0.927
	0.339
	0.319
	2.746
	.
	
	1999
	.
	-0.009
	0.711
	0.352
	0.326
	
	1999
	0.482
	0.419
	2.102
	1.013
	0

	2000
	0.96
	0.254
	0.204
	1.973
	.
	
	2000
	0.962
	.
	0.294
	1.619
	0.161
	
	2000
	0.69
	0.559
	1.255
	0
	3.447

	2001
	1.173
	0.307
	0.331
	3.696
	-0.044
	
	2001
	0.502
	.
	0.276
	0.859
	-0.176
	
	2001
	.
	2.949
	1.096
	0.663
	0.148

	2002
	1.275
	0.378
	0.087
	2.051
	0.072
	
	2002
	.
	0.435
	0.206
	0.655
	-0.213
	
	2002
	.
	1.071
	0.073
	3.146
	0.742

	2003
	1.178
	0.428
	.
	1.656
	0.121
	
	2003
	0.316
	.
	0.157
	0.264
	2.457
	
	2003
	1.219
	0.526
	3.892
	0.79
	.

	2004
	1.398
	0.521
	.
	3.334
	0.265
	
	2004
	.
	1.619
	1.073
	0.376
	2.346
	
	2004
	0.614
	0.732
	3.818
	1.334
	.

	2005
	1.778
	0.39
	.
	2.568
	0.364
	
	2005
	0.962
	0.791
	1.505
	0
	1.537
	
	2005
	0.211
	.
	0.524
	1.52
	4.146

	2006
	1.572
	0.516
	.
	2.427
	0.423
	
	2006
	0.18
	0.749
	2.059
	1.449
	1.482
	
	2006
	1.387
	0.582
	.
	0.061
	3.929


Table B1 (cont.): GDP growth rates by continent.

	
	Europe
	
	
	Pacific
	
	
	North America

	
	growth under left executive
	growth under right executive
	growth under centrist executive
	growth under other executive
	growth under no executive
	
	year
	growth under left executive
	growth under right executive
	growth under centrist executive
	growth under other executive
	growth under no executive
	
	year
	growth under left executive
	growth under right executive
	growth under centrist executive
	growth under other executive
	growth under no executive

	1991
	-2.226
	-0.244
	-0.474
	-0.711
	-0.2
	
	1991
	.
	2.43
	1.035
	.
	-0.187
	
	1991
	0.766
	.
	.
	-0.775
	.

	1992
	-1.535
	-0.729
	-0.753
	-0.704
	-0.125
	
	1992
	.
	1.874
	.
	0.832
	1.95
	
	1992
	.
	.
	-0.099
	.
	1.403

	1993
	-0.005
	-0.006
	0.122
	0.12
	-1.252
	
	1993
	0.371
	4.377
	.
	0.586
	0.878
	
	1993
	0.782
	.
	0.017
	.
	.

	1994
	-0.47
	0.297
	1.373
	-0.396
	0.029
	
	1994
	1.471
	2.979
	.
	-0.363
	0.639
	
	1994
	.
	.
	.
	3.875
	.

	1995
	1.916
	0.889
	0.01
	-0.198
	0.179
	
	1995
	1.357
	0.937
	0.588
	0.118
	.
	
	1995
	.
	.
	.
	.
	2.608

	1996
	-0.07
	0.014
	1.278
	1.515
	-0.127
	
	1996
	1.186
	1.039
	0.562
	.
	1.969
	
	1996
	.
	1.352
	.
	.
	1.785

	1997
	0.052
	0.976
	0.354
	1.824
	0.308
	
	1997
	.
	-0.514
	0.115
	.
	0.636
	
	1997
	2.931
	1.536
	.
	.
	.

	1998
	1.73
	0.393
	0.947
	0.424
	0.075
	
	1998
	1.23
	0.257
	.
	-0.353
	0.342
	
	1998
	.
	.
	2.181
	2.767
	.

	1999
	1.502
	0.172
	0.035
	0.631
	0.564
	
	1999
	2.335
	0.326
	1.321
	-0.457
	.
	
	1999
	3.366
	.
	.
	3.358
	.

	2000
	0.734
	1.888
	1.506
	0.098
	0.405
	
	2000
	-0.243
	-1.737
	0.49
	.
	1.004
	
	2000
	.
	.
	2.529
	.
	2.981

	2001
	0.977
	0.532
	1.035
	0.148
	0.272
	
	2001
	1.014
	0.286
	-1.108
	.
	0.525
	
	2001
	.
	.
	0.589
	-1.389
	.

	2002
	0.807
	1.264
	0.434
	0.404
	0.159
	
	2002
	0.229
	.
	-0.391
	0.629
	0.435
	
	2002
	.
	.
	1.037
	1.023
	.

	2003
	0.436
	0.258
	1.168
	0.137
	1.319
	
	2003
	.
	1.371
	0.569
	0.966
	0.229
	
	2003
	.
	.
	.
	3.394
	0.665

	2004
	1.003
	0.158
	1.561
	0.568
	1.422
	
	2004
	0.333
	.
	2.286
	0.457
	1.313
	
	2004
	0.976
	.
	.
	0.056
	.

	2005
	1.452
	0.167
	1.069
	0.464
	0.859
	
	2005
	.
	0.4
	1.243
	0.771
	1.286
	
	2005
	.
	1.567
	0.967
	.
	.

	2006
	0.923
	1.738
	0.197
	0.874
	1.012
	
	2006
	0.329
	0.343
	1.771
	1.029
	.
	
	2006
	3.267
	.
	0.933
	.
	.


Table B2: Correlation table.

	 
	GDP growth
	Left executive
	Right executive
	Other executive
	No executive
	Share of Catholics
	Share of Muslims
	Share of Protestants
	Civil liberties
	Political 
Rights
	Government effectiveness
	Rule of law
	Corruption score
	Spanish colony
	Executive elections
	Legal elections
	Civil war
	Sun Sahara dummy
	Absolute latitude in degrees

	GDP growth
	1.00
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Left executive
	0.01
	1.00
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Right executive
	-0.13
	-0.35
	1.00
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Other executive
	0.07
	-0.49
	-0.47
	1.00
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	No executive
	-0.03
	-0.08
	-0.07
	-0.10
	1.00
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Share of Catholics
	-0.14
	-0.04
	0.32
	-0.31
	0.08
	1.00
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Share of Muslims
	0.13
	-0.13
	-0.29
	0.43
	-0.06
	-0.52
	1.00
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Share of Protestants
	-0.08
	0.16
	0.06
	-0.20
	0.08
	-0.19
	-0.30
	1.00
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Civil liberties
	-0.11
	-0.13
	0.14
	-0.03
	0.20
	0.12
	0.00
	-0.01
	1.00
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Political Rights
	-0.11
	-0.13
	0.11
	0.00
	0.17
	0.14
	-0.03
	-0.05
	0.93
	1.00
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Government effectiveness
	-0.08
	0.10
	0.25
	-0.40
	0.15
	0.13
	-0.31
	0.42
	0.00
	-0.05
	1.00
	 
	 
	 
	 
	 
	 
	 
	 

	Rule of law
	-0.11
	0.09
	0.24
	-0.36
	0.14
	0.10
	-0.26
	0.40
	0.00
	-0.04
	0.96
	1.00
	 
	 
	 
	 
	 
	 
	 

	Corruption score
	-0.13
	0.06
	0.21
	-0.29
	0.12
	0.11
	-0.22
	0.39
	0.03
	-0.03
	0.84
	0.83
	1.00
	 
	 
	 
	 
	 
	 

	Spanish colony
	-0.08
	-0.14
	0.33
	-0.17
	-0.03
	0.63
	-0.26
	-0.17
	0.17
	0.18
	-0.13
	-0.17
	-0.09
	1.00
	 
	 
	 
	 
	 

	Executive elections
	0.01
	0.01
	-0.01
	0.01
	-0.03
	0.06
	-0.02
	-0.05
	0.03
	0.03
	-0.14
	-0.15
	-0.11
	0.13
	1.00
	 
	 
	 
	 

	Legal elections
	-0.01
	0.05
	0.05
	-0.08
	-0.02
	0.03
	-0.06
	0.02
	0.02
	0.02
	0.06
	0.05
	0.03
	0.04
	0.32
	1.00
	 
	 
	 

	Civil war
	-0.11
	0.03
	-0.04
	0.03
	-0.01
	-0.01
	0.00
	0.00
	0.02
	0.04
	-0.11
	-0.11
	-0.09
	-0.03
	-0.03
	-0.04
	1.00
	 
	 

	Sun Sahara dummy
	0.06
	-0.05
	-0.15
	0.24
	-0.06
	-0.15
	0.06
	0.07
	-0.01
	-0.02
	-0.38
	-0.35
	-0.28
	-0.23
	0.07
	-0.05
	0.13
	1.00
	 

	Absolute latitude in degrees
	0.06
	0.02
	-0.05
	-0.10
	0.10
	-0.17
	0.12
	0.07
	-0.03
	-0.04
	0.31
	0.29
	0.22
	-0.31
	-0.04
	0.00
	-0.05
	-0.48
	1.00


Appendix C. Choice of model specification.

Table C1: Estimation results of OLS, FEM, REM
	
	OLS
	FEM
	REM

	Left executive
	-0.5
	1.19
	0.29

	
	-1.14
	(1.73)*
	-0.53

	Right executive
	-1.12
	-0.42
	-0.84

	
	(2.54)**
	-0.69
	-1.62

	Other  executive
	-0.64
	1.21
	0.15

	
	-1.46
	(1.80)*
	-0.28

	No executive
	-0.77
	2.34
	0.64

	
	-0.85
	-1.58
	-0.56

	Executive elections
	-0.04
	-0.19
	-0.17

	
	-0.13
	-0.61
	-0.53

	Legal elections
	-0.04
	0.15
	0.08

	
	-0.16
	-0.63
	-0.35

	Share of Catholics
	-0.02
	0
	-0.01

	
	(3.57)***
	(.)
	(2.02)**

	Share of Muslims
	0
	0
	0

	
	-0.98
	(.)
	-0.48

	Share of Protestants
	-0.02
	0
	-0.02

	
	(2.95)***
	(.)
	(1.80)*

	Corruption score
	-0.03
	-0.03
	-0.03

	
	(3.40)***
	(2.70)***
	(2.99)***

	Civil liberties
	-0.13
	-0.6
	-0.29

	
	-0.81
	(2.61)***
	(1.65)*

	Political rights
	-0.04
	-0.03
	0.06

	
	-0.31
	-0.14
	-0.39

	Government effectiveness
	2.22
	2.82
	2.54

	
	(5.52)***
	(4.59)***
	(5.28)***

	Rule of law
	-1.62
	-1.98
	-1.87

	
	(4.26)***
	(2.84)***
	(3.95)***

	Spanish colony dummy
	1.1
	0
	1.33

	
	(2.17)**
	(.)
	-1.6

	Civil war dummy
	-6.16
	-10.1
	-7.97

	
	(4.56)***
	(6.13)***
	(5.48)***

	Sub  Sahara dummy
	1.44
	0
	1.57

	
	(3.30)***
	(.)
	(2.18)**

	Continent dummy
	0.1
	0
	0.08

	
	-0.6
	(.)
	-0.29

	Latitude in degrees
	0.01
	0
	0.01

	
	(2.34)**
	(.)
	-1.6

	Constant
	5.95
	6.53
	5.52

	
	(7.32)***
	(6.09)***
	(4.55)***

	Observations
	1220
	1220
	1220

	R-squared
	0.1
	0.08
	0.07

	           Number of countries
	116
	116


                    Table C2: Hausman test for endogeneity

	1 stage

	Centrist executive
	Right executive
	Left executive
	Other executive
	no executive

	share of Catholics
	0
	0
	0.001
	0.001
	-0.001

	
	-0.63
	-0.33
	-1.16
	(3.61)**
	(2.34)*

	share of Muslims
	-0.001
	-0.002
	-0.001
	0
	0.004

	
	(2.19)*
	(4.67)**
	(3.03)**
	-0.5
	(8.66)**

	share of protestants
	-0.001
	-0.001
	0.003
	0
	-0.001

	
	(2.81)**
	-1.79
	(4.03)**
	-1.89
	-1.32

	civil liberties
	-0.008
	0.051
	-0.017
	0.02
	-0.047

	
	-0.73
	(3.10)**
	-0.91
	(3.78)**
	(2.63)**

	political rights
	-0.001
	-0.028
	-0.006
	-0.005
	0.04

	
	-0.09
	(2.02)*
	-0.42
	-1.12
	(2.70)**

	government effectiveness
	0.047
	0.02
	0.046
	0.025
	-0.139

	
	-1.66
	-0.47
	-0.96
	-1.81
	(2.98)**

	rule of law
	-0.026
	0.122
	-0.063
	-0.011
	-0.022

	
	-0.96
	(2.97)**
	-1.38
	-0.86
	-0.51

	corruption
	0
	-0.001
	-0.001
	0
	0.002

	
	-0.4
	-0.96
	-0.78
	-1.02
	(2.25)*

	Spanish colony
	0.056
	0.437
	-0.334
	-0.049
	-0.11

	
	-1.67
	(8.53)**
	(5.90)**
	(2.98)**
	(2.00)*

	executive elections
	0.006
	-0.045
	0.047
	0.001
	-0.009

	
	-0.24
	-1.22
	-1.16
	-0.05
	-0.22

	legal elections
	-0.007
	0.025
	0.034
	-0.01
	-0.042

	
	-0.37
	-0.89
	-1.09
	-1.12
	-1.4

	Civil War
	-0.029
	-0.056
	0.214
	-0.01
	-0.12

	
	-0.3
	-0.38
	-1.31
	-0.2
	-0.76

	Sub Sahara dummy
	0.042
	0.061
	-0.191
	-0.005
	0.092

	
	-1.78
	-1.68
	(4.75)**
	-0.4
	(2.35)*

	Latitude in degrees
	0.002
	0
	-0.002
	0
	-0.001

	
	(6.13)**
	-0.81
	(3.16)**
	-1.5
	-1.69

	Constant
	0.068
	0.185
	0.462
	-0.047
	0.332

	
	(2.24)*
	(3.99)**
	(9.01)**
	(3.19)**
	(6.67)**

	Observations
	1220
	1220
	1220
	1220
	1220

	R-squared
	0.06
	0.22
	0.09
	0.08
	0.3


Absolute value of t statistics in parentheses

* significant at 5%; ** significant at 1%
	2 stage
	GDP growth

	Fitted values(right executive)
	-10.492

	
	(5.33)**

	Fitted values (left executive)
	-9.207

	
	(4.77)**

	Fitted values(other executive)
	-15.026

	
	(4.14)**

	Fitted values(no executive)
	-7.395

	
	(4.29)**

	Residuals(right executive)
	-1.126

	
	(2.50)*

	Residuals(left executive)
	-0.509

	
	-1.13

	Residuals(other executive)
	-0.751

	
	-0.81

	Residuals(no executive)
	-0.654

	
	-1.45

	Constant
	12.413

	
	(7.38)**

	Observations
	1220

	R-squared
	0.05


Absolute value of t statistics in parentheses

* significant at 5%; ** significant at 1%

Table C3: Results of IV regressions (full version)

	
	Method A
	Method B

	
	2SLS
	FE iv
	RE iv
	2SLS
	FE iv
	RE iv

	left executive
	5.29
	17.19
	8.2
	13.63
	17.67
	15.76

	
	(3.97)***
	(5.44)***
	(4.72)***
	(2.74)***
	(2.95)***
	(2.96)***

	right executive
	4.96
	14.83
	7.4
	0.92
	-3
	-0.96

	
	(3.81)***
	(5.03)***
	(4.41)***
	-0.12
	-0.28
	-0.11

	other executive
	4.86
	15.97
	7.68
	62.49
	-14.37
	15.42

	
	(3.44)***
	(4.89)***
	(4.20)***
	-0.32
	-0.04
	-0.06

	no executive
	5.41
	18.3
	8.71
	-13.18
	-13.87
	-13.53

	
	(3.38)***
	(4.94)***
	(4.18)***
	(2.13)**
	-1.56
	(1.88)*

	share of Catholics
	-0.02
	.
	-0.01
	-0.02
	.
	-0.02

	
	(3.18)***
	(.)
	(2.14)**
	(3.86)***
	(.)
	(2.14)**

	share of Muslims
	0
	.
	0
	0
	.
	0

	
	-0.32
	(.)
	-0.13
	-0.59
	(.)
	-0.48

	share of protestants
	-0.03
	.
	-0.03
	-0.02
	.
	-0.02

	
	(3.74)***
	(.)
	(3.01)***
	(3.37)***
	(.)
	(1.94)*

	civil liberties
	-0.21
	-1
	-0.38
	-0.17
	-0.55
	-0.31

	
	-1.27
	(3.28)***
	(1.96)**
	-1.12
	(2.39)**
	(1.73)*

	political rights
	-0.02
	0.22
	0.08
	-0.02
	-0.07
	0.06

	
	-0.13
	-0.86
	-0.5
	-0.13
	-0.36
	-0.41

	government effectiveness
	2.46
	1.8
	2.5
	2.16
	2.85
	2.44

	
	(5.57)***
	(2.22)**
	(4.89)***
	(5.30)***
	(4.63)***
	(5.05)***

	rule of law
	-1.78
	-1.78
	-1.87
	-1.58
	-1.69
	-1.85

	
	(4.33)***
	(2.00)**
	(3.81)***
	(4.12)***
	(2.40)**
	(3.90)***

	corruption
	-0.03
	0
	-0.02
	-0.02
	-0.03
	-0.02

	
	(3.22)***
	-0.36
	(2.32)**
	(3.36)***
	(2.57)**
	(2.92)***

	Spanish colony
	1.2
	.
	1.52
	0.88
	.
	0.83

	
	(2.19)**
	(.)
	(2.03)**
	(1.82)*
	(.)
	-1.04

	executive elections
	0
	-0.15
	-0.09
	-0.12
	-0.24
	-0.22

	
	-0.01
	-0.38
	-0.26
	-0.34
	-0.75
	-0.69

	legal elections
	-0.09
	0.07
	-0.01
	-0.08
	0.1
	0.04

	
	-0.33
	-0.22
	-0.04
	-0.32
	-0.41
	-0.15

	Civil War
	-6.32
	-10.06
	-7.41
	-6.07
	-10.09
	-7.93

	
	(4.31)***
	(4.79)***
	(4.66)***
	(4.50)***
	(6.09)***
	(5.45)***

	Sub Sahara dummy
	1.53
	.
	1.71
	1.26
	.
	1.37

	
	(4.14)***
	(.)
	(3.35)***
	(3.72)***
	(.)
	(2.45)**

	Latitude in degrees
	0.03
	.
	0.03
	0.01
	.
	0.01

	
	(4.01)***
	(.)
	(3.67)***
	(2.80)***
	(.)
	-1.61

	Constant
	0.94
	-7.97
	-1.73
	5.73
	7.21
	5.86

	
	-0.71
	(2.54)**
	-0.98
	(13.43)***
	(7.83)***
	(9.14)***

	Observations
	1220
	1220
	1220
	1220
	1220
	1220

	R-squared


	
	
	
	0.11
	0.07
	0.08


Absolute value of t statistics in parentheses

* significant at 10%; ** significant at 5%,*** significant at 5%

Appendix D. Results of regressions with lags

	
	Not instrumented
	Lagged instruments
	Not lagged instruments

	
	
	Method A (1)
	Method B(1)
	Method A(2)
	Method B(2)

	
	OLS
	FE
	RE
	2SLS
	FE iv
	RE iv
	2SLS
	FE iv
	RE iv
	2SLS
	FE iv
	RE iv
	2SLS
	FE iv
	RE iv

	left executive
	-0.43
	0.91
	0.28
	15.06
	17.15
	15.53
	7.67
	9.2
	8.97
	28.71
	31.64
	29.1
	13.73
	17.14
	15.8

	
	-0.46
	-1.02
	-0.32
	(2.49)**
	(3.40)***
	(3.08)***
	-1.53
	(1.67)*
	(1.76)*
	(3.59)***
	(4.41)***
	(4.21)***
	(2.76)***
	(2.85)***
	(2.96)***

	right executive
	-2.07
	-1.1
	-1.54
	10.88
	12.87
	11.35
	1.13
	0.26
	0.09
	25.74
	28.49
	26.21
	0.67
	-4.09
	-2.03

	
	(2.50)**
	-1.36
	(1.96)**
	(2.09)**
	(2.88)***
	(2.57)**
	-0.13
	-0.02
	-0.01
	(3.51)***
	(4.21)***
	(4.06)***
	-0.09
	-0.38
	-0.22

	other executive
	-0.98
	0.57
	-0.21
	12.16
	18.16
	15.41
	-8.56
	-11.11
	-9.63
	25.29
	30.41
	27.77
	-13
	-12.98
	-13.1

	
	-1.02
	-0.61
	-0.23
	(1.79)*
	(3.10)***
	(2.64)***
	-1.34
	-1.15
	-1.25
	(2.91)***
	(3.84)***
	(3.62)***
	(2.09)**
	-1.45
	(1.81)*

	no executive
	0.44
	2.44
	1.51
	15.5
	20.39
	18.19
	99.64
	114.32
	77.82
	29.22
	33.48
	31.16
	72.09
	-14.98
	15.73

	
	-0.24
	-1.37
	-0.88
	(2.31)**
	(3.50)***
	(3.11)***
	-0.45
	-0.31
	-0.28
	(3.26)***
	(4.08)***
	(3.89)***
	-0.37
	-0.04
	-0.06

	L. left executive
	-0.02
	0.42
	0.03
	-13.47
	-10.67
	-11.63
	-0.54
	1.07
	0.28
	-25.29
	-20.14
	-21.99
	-0.54
	0.98
	0.25

	
	-0.02
	-0.45
	-0.03
	(2.57)**
	(3.01)***
	(2.94)***
	-1.16
	-1.49
	-0.49
	(3.64)***
	(4.05)***
	(4.09)***
	-1.17
	-1.37
	-0.44

	L. right executive
	1.17
	0.99
	0.92
	-9.83
	-8.39
	-8.77
	-0.56
	0.33
	-0.16
	-22.38
	-18.6
	-19.82
	-0.57
	0.28
	-0.17

	
	-1.41
	-1.21
	-1.17
	(2.22)**
	(2.72)***
	(2.59)***
	-1.27
	-0.53
	-0.3
	(3.59)***
	(4.04)***
	(4.04)***
	-1.3
	-0.45
	-0.33

	L. other executive
	0.45
	0.99
	0.48
	-10.86
	-11.36
	-11.63
	-0.38
	1.55
	0.44
	-22.19
	-19.62
	-21.05
	-0.37
	1.47
	0.43

	
	-0.47
	-1.04
	-0.53
	(1.83)*
	(2.71)***
	(2.49)**
	-0.87
	(2.26)**
	-0.81
	(2.92)***
	(3.49)***
	(3.46)***
	-0.85
	(2.14)**
	-0.79

	L. no executive
	-1.52
	-0.99
	-1.54
	-14.86
	-13.36
	-14.59
	-0.94
	0.87
	-0.04
	-26.84
	-21.22
	-24.16
	-0.96
	0.78
	-0.08

	
	-0.78
	-0.47
	-0.8
	(2.41)**
	(2.93)***
	(2.94)***
	-0.97
	-0.48
	-0.03
	(3.29)***
	(3.43)***
	(3.63)***
	-0.98
	-0.43
	-0.06

	share of Catholics
	-0.02
	0
	-0.02
	-0.02
	0
	-0.01
	-0.02
	0
	-0.02
	-0.01
	0
	-0.01
	-0.02
	0
	-0.02

	
	(3.67)***
	(.)
	(2.07)**
	(2.94)***
	(.)
	-1.46
	(3.77)***
	(.)
	(2.06)**
	(1.97)**
	(.)
	-1.03
	(3.78)***
	(.)
	(2.06)**

	share of Muslims
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	
	-0.79
	(.)
	-0.39
	-0.26
	(.)
	-0.13
	-0.53
	(.)
	-0.28
	-0.04
	(.)
	-0.19
	-0.45
	(.)
	-0.24

	share of protestants
	-0.02
	0
	-0.02
	-0.02
	0
	-0.02
	-0.02
	0
	-0.02
	-0.02
	0
	-0.03
	-0.02
	0
	-0.02

	
	(3.02)***
	(.)
	(1.84)*
	(3.03)***
	(.)
	(1.82)*
	(2.98)***
	(.)
	(1.75)*
	(2.42)**
	(.)
	-1.63
	(3.20)***
	(.)
	(1.93)*

	civil liberties
	-0.13
	-0.59
	-0.28
	-0.06
	-0.75
	-0.33
	-0.13
	-0.61
	-0.31
	-0.02
	-0.91
	-0.39
	-0.14
	-0.57
	-0.29

	
	-0.86
	(2.58)**
	-1.61
	-0.34
	(2.72)***
	-1.61
	-0.86
	(2.66)***
	(1.72)*
	-0.08
	(2.51)**
	-1.45
	-0.91
	(2.48)**
	-1.63

	political rights
	-0.03
	-0.02
	0.06
	-0.12
	0.01
	0.04
	-0.04
	-0.01
	0.06
	-0.18
	0.01
	0.03
	-0.03
	-0.04
	0.06

	
	-0.27
	-0.08
	-0.38
	-0.81
	-0.04
	-0.22
	-0.35
	-0.05
	-0.4
	-1
	-0.04
	-0.13
	-0.24
	-0.2
	-0.38

	government effectiveness
	2.3
	2.92
	2.62
	2.1
	2.43
	2.35
	2.18
	2.79
	2.49
	1.85
	1.88
	1.88
	2.17
	2.84
	2.5

	
	(5.73)***
	(4.71)***
	(5.47)***
	(4.60)***
	(3.23)***
	(4.10)***
	(5.28)***
	(4.49)***
	(5.12)***
	(3.18)***
	(1.90)*
	(2.53)**
	(5.24)***
	(4.59)***
	(5.13)***

	rule of law
	-1.62
	-1.98
	-1.88
	-1.48
	-1.42
	-1.7
	-1.58
	-1.92
	-1.86
	-1.43
	-0.85
	-1.56
	-1.55
	-1.75
	-1.82

	
	(4.30)***
	(2.84)***
	(4.02)***
	(3.48)***
	(1.69)*
	(3.06)***
	(4.09)***
	(2.74)***
	(3.90)***
	(2.65)***
	-0.77
	(2.18)**
	(4.02)***
	(2.48)**
	(3.82)***

	corruption
	-0.03
	-0.03
	-0.03
	-0.02
	-0.01
	-0.02
	-0.02
	-0.03
	-0.02
	-0.01
	0.01
	0
	-0.02
	-0.03
	-0.03

	
	(3.61)***
	(2.85)***
	(3.18)***
	(2.32)**
	-0.83
	-1.44
	(3.34)***
	(2.64)***
	(2.90)***
	-1.12
	-0.62
	-0.1
	(3.36)***
	(2.69)***
	(2.98)***


Cont.
	Spanish colony
	0.98
	0
	1.18
	1.01
	0
	1.5
	0.91
	0
	1.03
	0.71
	0
	1.3
	0.88
	0
	1.01

	
	(2.01)**
	(.)
	-1.52
	(1.82)*
	(.)
	-1.53
	(1.82)*
	(.)
	-1.27
	-1.01
	(.)
	-1.03
	(1.77)*
	(.)
	-1.25

	executive elections
	-0.04
	-0.19
	-0.16
	-0.1
	-0.17
	-0.17
	-0.14
	-0.21
	-0.21
	-0.1
	-0.16
	-0.15
	-0.14
	-0.24
	-0.22

	
	-0.11
	-0.59
	-0.5
	-0.25
	-0.47
	-0.48
	-0.4
	-0.65
	-0.64
	-0.21
	-0.32
	-0.33
	-0.4
	-0.73
	-0.69

	legal elections
	-0.04
	0.15
	0.08
	-0.08
	0.12
	0.06
	-0.07
	0.11
	0.05
	-0.14
	0.05
	-0.01
	-0.08
	0.11
	0.04

	
	-0.14
	-0.63
	-0.34
	-0.26
	-0.43
	-0.22
	-0.26
	-0.48
	-0.2
	-0.38
	-0.13
	-0.02
	-0.31
	-0.47
	-0.18

	Civil War
	-6.12
	-10.1
	-7.89
	-6.05
	-10.01
	-8.16
	-6.04
	-10.1
	-7.97
	-5.95
	-9.91
	-8.14
	-6.02
	-10.1
	-7.95

	
	(4.53)***
	(6.12)***
	(5.44)***
	(4.00)***
	(5.16)***
	(4.87)***
	(4.45)***
	(6.10)***
	(5.45)***
	(3.10)***
	(3.91)***
	(3.78)***
	(4.45)***
	(6.11)***
	(5.45)***

	Sub Sahara dummy
	1.28
	0
	1.43
	1.36
	0
	1.6
	1.27
	0
	1.4
	1.3
	0
	1.67
	1.22
	0
	1.36

	
	(3.81)***
	(.)
	(2.65)***
	(3.57)***
	(.)
	(2.36)**
	(3.71)***
	(.)
	(2.50)**
	(2.70)***
	(.)
	(1.91)*
	(3.59)***
	(.)
	(2.43)**

	Latitude in degrees
	0.01
	0
	0.02
	0.02
	0
	0.02
	0.01
	0
	0.02
	0.02
	0
	0.03
	0.01
	0
	0.01

	
	(2.56)**
	(.)
	(1.75)*
	(3.05)***
	(.)
	(2.21)**
	(2.73)***
	(.)
	(1.79)*
	(2.99)***
	(.)
	(2.27)**
	(2.60)***
	(.)
	(1.68)*

	Constant
	6.23
	6.29
	5.71
	4.17
	1.37
	2.09
	6.1
	6.27
	5.57
	2.05
	-3.28
	-1.36
	6.14
	6.31
	5.63

	
	(10.79)***
	(5.69)***
	(7.16)***
	(3.70)***
	-0.69
	-1.35
	(10.78)***
	(5.79)***
	(7.01)***
	-1.39
	-1.18
	-0.65
	(10.87)***
	(5.84)***
	(7.09)***

	Observations
	1220
	1220
	1220
	1220
	1220
	1220
	1220
	1220
	1220
	1220
	1220
	1220
	1220
	1220
	1220

	R-squared
	0.11
	0.08
	
	
	
	
	0.1
	0.08
	
	
	
	
	0.11
	0.08
	

	Number of countries
	
	116
	116
	
	116
	116
	
	116
	116
	
	116
	116
	
	116
	116


 Absolute value of t statistics in parentheses

* significant at 10%; ** significant at 5%,*** significant at 1%

Appendix E. Estimation of interregional differences.

Table E1: FEM with IV for different continents

	
	Method A
	Method B
	Method A~

	
	Africa
	Latin America
	Asia
	Europe
	Africa
	Latin America
	Asia
	Europe
	Africa
	Latin America
	Asia
	Europe

	left executive
	-29.12
	28.15
	53.05
	9.84
	-3.72
	13.36
	24.38
	49.63
	14.92
	9.41
	13.02
	6.38

	
	-1.08
	(2.68)***
	(4.03)***
	(3.33)***
	-0.26
	-1.5
	-0.59
	(3.40)***
	-0.73
	(1.78)*
	-1.14
	(2.34)**

	right executive
	-30.36
	25.48
	50.97
	7.27
	-4.47
	4.92
	-5.12
	-35.57
	11.5
	6.87
	11.21
	3.33

	
	-1.33
	(2.59)***
	(4.14)***
	(2.94)***
	-0.07
	-0.29
	-0.13
	-0.85
	-0.69
	-1.47
	-1.03
	-1.47

	other executive
	-31.16
	29.57
	46.7
	10.81
	0
	0
	0
	-483.38
	10.59
	10.92
	12.97
	7.19

	
	-1.39
	(3.03)***
	(4.36)***
	(4.63)***
	(.)
	(.)
	(.)
	(2.86)***
	-0.64
	(2.19)**
	-1.33
	(3.38)***

	no executive
	-21.8
	30.23
	0
	9.67
	3.51
	-43.29
	-15.95
	-40.74
	18.36
	11.93
	0
	4.96

	
	-0.98
	(2.50)**
	(.)
	(2.88)***
	-0.58
	-0.84
	-0.62
	(1.73)*
	-1.13
	(1.89)*
	(.)
	-1.64

	civil liberties
	-0.22
	-0.52
	-0.39
	-1.57
	0.06
	-0.79
	-1.45
	-0.19
	0.38
	-0.59
	-1.09
	-0.9

	
	-0.3
	-0.48
	-0.51
	(2.09)**
	-0.14
	-1.44
	(2.92)***
	-0.4
	-0.7
	-0.99
	(1.96)*
	-1.32

	political rights
	-0.74
	0.04
	-0.79
	-0.15
	-0.11
	0.26
	-0.16
	-0.53
	0.08
	0.31
	-0.31
	-0.41

	
	-1.04
	-0.04
	-1.34
	-0.21
	-0.29
	-0.65
	-0.41
	-0.94
	-0.16
	-0.67
	-0.72
	-0.64

	government effectiveness
	2.9
	-0.68
	2.84
	3.79
	-0.99
	3.34
	6.68
	4.59
	-1.67
	2.55
	5.86
	4.26

	
	-0.96
	-0.2
	-1.18
	(2.75)***
	-0.82
	(2.34)**
	(4.57)***
	(4.01)***
	-0.74
	-1.44
	(3.34)***
	(3.44)***

	rule of law
	0.48
	2.94
	-8.03
	-5.31
	-0.78
	-1.27
	-0.55
	-5.17
	-1.63
	0.17
	-1.95
	-6.13

	
	-0.22
	-0.84
	(2.52)**
	(2.59)***
	-0.62
	-0.8
	-0.35
	(3.21)***
	-1
	-0.09
	-0.81
	(3.30)***

	corruption
	-0.01
	-0.03
	-0.1
	0.04
	-0.03
	-0.01
	-0.05
	0
	-0.03
	-0.03
	-0.05
	0.02

	
	-0.34
	-0.56
	(2.77)***
	-1.57
	-1.61
	-0.52
	(2.29)**
	-0.01
	-1.35
	-1.06
	(1.97)**
	-1.07

	executive elections
	-0.61
	-2.02
	-0.13
	0.39
	-0.08
	-0.49
	-0.96
	0.57
	0.32
	-0.83
	-0.66
	0.34

	
	-0.63
	-1.1
	-0.11
	-0.53
	-0.14
	-0.57
	-1.14
	-0.85
	-0.45
	-0.82
	-0.78
	-0.51

	legal elections
	-1.24
	1.46
	1.17
	-0.4
	-0.48
	1.01
	0.4
	-0.31
	-0.31
	1.14
	0.62
	-0.32

	
	-1.42
	-0.97
	-1.47
	-0.9
	-0.91
	-1.34
	-0.74
	-0.81
	-0.47
	-1.37
	-1.07
	-0.79

	Civil War
	-9.99
	0
	0
	0
	-10.76
	0
	0
	0
	-11.06
	0
	0
	0

	
	(4.09)***
	(.)
	(.)
	(.)
	(6.29)***
	(.)
	(.)
	(.)
	(5.95)***
	(.)
	(.)
	(.)

	Constant
	40.08
	-17.96
	-34.19
	1.03
	4.91
	5.95
	12.79
	6.39
	-9.16
	-1.88
	-0.14
	3.83

	
	-1.44
	(1.80)*
	(3.06)***
	-0.28
	(2.97)***
	(2.16)**
	(6.94)***
	(2.52)**
	-0.45
	-0.37
	-0.01
	-1.14

	Observations
	356
	231
	277
	312
	356
	231
	277
	312
	356
	231
	277
	312

	R-squared
	
	
	
	
	0.13
	0.06
	0.15
	0.15
	
	
	
	

	Number of countries
	36
	21
	26
	29
	36
	21
	26
	29
	36
	21
	26
	29


Absolute value of t statistics in parentheses

* significant at 10%; ** significant at 5%,*** significant at 1%

Table E2: FEM with IV for different continents.
	
	A(1)
 

 

 
	B(1)

 

 

 

	 
	Africa
	Latin America
	Asia
	Europe
	Africa
	Latin America
	Asia
	Europe

	left executive
	46.45
	12.54
	28.08
	11.01
	-23.47
	-2.81
	-26.37
	14.12

	
	-0.68
	-1.45
	-1.23
	(2.30)**
	-0.52
	-0.42
	-0.82
	(1.93)*

	right executive
	41.98
	9.29
	25.56
	6.24
	65.7
	18.76
	24.28
	76.74

	
	-0.62
	-1.37
	-1.13
	-1.6
	-0.45
	(1.77)*
	-0.63
	(2.05)**

	other executive
	37.47
	15.04
	27.19
	12.33
	5.24
	-59.46
	17.8
	-73.86

	
	-0.6
	(1.75)*
	-1.31
	(2.97)***
	-0.47
	(2.37)**
	-0.69
	(3.83)***

	no executive
	45.52
	16.68
	0
	7.74
	0
	0
	0
	-224.05

	
	-0.74
	(1.70)*
	(.)
	-1.34
	(.)
	(.)
	(.)
	(2.10)**

	left executive
	-32.4
	-6.2
	-24.64
	-6.31
	2.4
	4.06
	0.18
	1.18

	
	-0.69
	-0.97
	-1.34
	(2.06)**
	-1.32
	(2.82)***
	-0.11
	(1.92)*

	L. right executive
	-30.08
	-5.58
	-23.59
	-3.6
	1.51
	0.45
	-0.1
	0.51

	
	-0.63
	-1.18
	-1.27
	-1.4
	-0.82
	-0.5
	-0.07
	-0.94

	L. other executive
	-26.82
	-7.11
	-23.33
	-6
	1.23
	2.19
	1.68
	2.6

	
	-0.61
	-1.15
	-1.31
	(1.96)**
	-0.96
	(1.82)*
	-1.06
	(2.87)***

	L. no executive
	0
	0
	0
	-3.38
	0
	0
	0
	1.56

	
	(.)
	(.)
	(.)
	-0.7
	(.)
	(.)
	(.)
	-0.88

	civil liberties
	0.14
	-0.59
	-1.05
	-0.67
	0.13
	-0.68
	-1.37
	-0.18

	
	-0.22
	-0.94
	(1.72)*
	-1.01
	-0.3
	-1.28
	(2.75)***
	-0.37

	political rights
	-0.28
	0.32
	-0.3
	-0.5
	-0.03
	0.28
	-0.13
	-0.68

	
	-0.46
	-0.66
	-0.65
	-0.72
	-0.09
	-0.71
	-0.34
	-1.22

	government effectiveness
	-1.15
	3.39
	6.06
	4.01
	-1.14
	4.03
	6.76
	4.75

	
	-0.49
	(2.01)**
	(3.34)***
	(2.84)***
	-0.94
	(2.82)***
	(4.59)***
	(4.17)***

	rule of law
	-2.43
	1
	-1.79
	-5.81
	-0.72
	-0.94
	-0.09
	-5.81

	
	-0.76
	-0.42
	-0.7
	(2.80)***
	-0.58
	-0.61
	-0.06
	(3.61)***

	corruption
	-0.02
	-0.02
	-0.05
	0.03
	-0.03
	-0.02
	-0.04
	0.01

	
	-0.8
	-0.65
	(1.88)*
	-1.3
	-1.38
	-0.57
	(1.79)*
	-0.49

	executive elections
	0.62
	-0.76
	-0.63
	0.33
	0.01
	-0.45
	-0.87
	0.28

	
	-0.55
	-0.73
	-0.69
	-0.45
	-0.02
	-0.53
	-1.04
	-0.42

	legal elections
	-0.05
	1.12
	0.67
	-0.28
	-0.48
	1.04
	0.49
	-0.37

	
	-0.05
	-1.29
	-1.08
	-0.63
	-0.91
	-1.42
	-0.91
	-0.99

	Civil War
	-10.72
	0
	0
	0
	-10.82
	0
	0
	0

	
	(4.89)***
	(.)
	(.)
	(.)
	(6.32)***
	(.)
	(.)
	(.)

	Constant
	-7.81
	1.14
	8.31
	3.74
	2.83
	4.35
	11.13
	5.84

	
	-0.37
	-0.3
	-1.36
	-1.06
	-1.22
	-1.56
	(4.76)***
	(2.31)**

	Observations
	356
	231
	277
	312
	356
	231
	277
	312

	R-squared
	
	
	
	
	0.13
	0.11
	0.15
	0.18

	Number of countries
	36
	21
	26
	29
	36
	21
	26
	29


Absolute value of t statistics in parentheses, * significant at 10%; ** significant at 5%,*** significant at 1%

Table E2: FEM with IV for different continents (cont.)

	
	A(2)
	B(2)

	
	Africa
	Latin America
	Asia
	Europe
	Africa
	Latin America
	Asia
	Europe

	left executive
	-48.89
	60.95
	87.84
	16.93
	-5.74
	7.94
	-29.89
	35.42

	
	-0.58
	-1.61
	(3.70)***
	(2.89)***
	-0.16
	-0.49
	-0.73
	(1.68)*

	right executive
	-60.97
	59.2
	86.98
	13.05
	6.77
	-1.6
	30.41
	60.25

	
	-0.87
	-1.61
	(3.79)***
	(2.60)***
	-0.06
	-0.06
	-0.67
	-1.62

	other executive
	-63.87
	66.66
	78.59
	18.78
	3.33
	-29.57
	18.9
	-88.64

	
	-0.93
	(1.74)*
	(3.84)***
	(3.67)***
	-0.31
	-1.13
	-0.64
	(4.03)***

	no executive
	-54.43
	70.41
	0
	17.13
	0
	0
	0
	-429.83

	
	-0.8
	(1.69)*
	(.)
	(2.16)**
	(.)
	(.)
	(.)
	(1.66)*

	left executive
	34.31
	-38.47
	-70.89
	-9.89
	2.4
	4.05
	0.15
	1.14

	
	-0.6
	-1.48
	(3.64)***
	(2.65)***
	-1.33
	(2.81)***
	-0.09
	(1.85)*

	L. right executive
	42.61
	-38.05
	-71.98
	-7.8
	1.46
	0.52
	-0.13
	0.52

	
	-0.87
	-1.58
	(3.70)***
	(2.37)**
	-0.79
	-0.58
	-0.09
	-0.95

	L. other executive
	45.01
	-42.33
	-65.84
	-10.12
	1.24
	2.2
	1.66
	2.58

	
	-0.94
	-1.58
	(3.62)***
	(2.72)***
	-0.97
	(1.82)*
	-1.04
	(2.83)***

	L. no executive
	0
	0
	0
	-9.51
	0
	0
	0
	1.63

	
	(.)
	(.)
	(.)
	-1.48
	(.)
	(.)
	(.)
	-0.92

	civil liberties
	0.65
	-0.5
	-0.42
	-1.23
	0.18
	-0.62
	-1.39
	-0.17

	
	-0.76
	-0.29
	-0.48
	-1.52
	-0.42
	-1.17
	(2.79)***
	-0.34

	political rights
	0.4
	-0.36
	-0.71
	-0.16
	-0.06
	0.24
	-0.13
	-0.63

	
	-0.52
	-0.25
	-1.03
	-0.2
	-0.15
	-0.6
	-0.33
	-1.12

	government effectiveness
	2.06
	1.41
	4
	2.98
	-1.09
	4
	6.73
	4.71

	
	-0.74
	-0.29
	-1.48
	(1.76)*
	-0.89
	(2.80)***
	(4.57)***
	(4.12)***

	rule of law
	2.06
	9.92
	-6.38
	-4.57
	-0.7
	-1.02
	-0.05
	-5.91

	
	-0.59
	-1.16
	(1.83)*
	(1.83)*
	-0.56
	-0.67
	-0.03
	(3.65)***

	corruption
	-0.04
	0.05
	-0.08
	0.05
	-0.03
	-0.01
	-0.04
	0.01

	
	-1.03
	-0.47
	(1.98)**
	(1.79)*
	-1.54
	-0.52
	(1.79)*
	-0.69

	executive elections
	-0.45
	-2.63
	-0.16
	0.4
	0
	-0.51
	-0.83
	0.34

	
	-0.31
	-0.83
	-0.11
	-0.46
	0
	-0.59
	-0.98
	-0.52

	legal elections
	-1.17
	1.47
	1.24
	-0.36
	-0.48
	1.03
	0.5
	-0.36

	
	-0.96
	-0.6
	-1.32
	-0.68
	-0.91
	-1.41
	-0.94
	-0.95

	Civil War
	-10.84
	0
	0
	0
	-10.83
	0
	0
	0

	
	(3.71)***
	(.)
	(.)
	(.)
	(6.33)***
	(.)
	(.)
	(.)

	  Constant
	22.58
	-10.86
	-2.36
	1.11
	2.84
	4.2
	11.2
	5.48

	
	-0.91
	-0.84
	-0.29
	-0.26
	-1.22
	-1.51
	(4.80)***
	(2.15)**

	Observations
	356
	231
	277
	312
	356
	231
	277
	312

	R-squared
	
	
	
	
	0.14
	0.12
	0.15
	0.17

	Number of countries
	36
	21
	26
	29
	36
	21
	26
	29


 Absolute value of t statistics in parentheses, * significant at 10%; ** significant at 5%,*** significant at 1%

Table E3: LSDV regression.
	
	A
	A~
	A(2)
	A(1)
	B
	B(2)
	B(1)

	left executive
	-24.5
	31.47
	31.47
	253.3
	-12.15
	-33.64
	-14.85

	right executive
	-26.7
	32.98
	32.98
	268.99
	0.06
	-10.67
	-26.21

	other executive
	-27.34
	26.34
	26.34
	193.9
	22.71
	51.58
	40.41

	no executive
	-18.43
	35.7
	35.7
	206.5
	-710.51
	-528.53
	-421.6

	(Latin America)*left executive
	52.22**
	-16.87
	-16.87
	-245.05
	26.11
	26.59
	3.6

	(Asia)*left executive
	70.45***
	-4.49
	-4.49
	-211.74
	24.33
	30.52
	61.28

	(Europe)*left executive
	34.99
	-17.84
	-17.84
	-244.82
	34.53*
	56.53
	35.91

	(Latin America)*right executive
	52.22**
	-21.49
	-21.49
	-260.15
	9.95
	77.48
	100.22*

	(Asia)*right executive
	71.02***
	-8.64
	-8.64
	-230.42
	-1.01
	61.34
	-37.07

	(Europe)*right executive
	34.25*
	-24.33
	-24.33
	-264.52
	-1.28
	71.85
	83.46*

	(Latin America)*other executive
	56.02***
	-6.8
	-6.8
	-181.04
	-44.6
	-102.58**
	-94.16**

	(Asia)*other executive
	70.28***
	-0.92
	-0.92
	-154.22
	-36.58
	-101.36
	-80.73

	(Europe)*other executive
	38.13*
	-8.39
	-8.39
	-182.72
	-55.30**
	-119.35***
	-107.63***

	(Latin America)*no executive
	47.54**
	-15.41
	-15.41
	-193.87
	739.21
	1,122.17
	1,164.06

	(Asia)*no executive
	.
	.
	.
	.
	940.05
	1,712.98
	1,745.30

	(Europe)*no executive
	27.55
	-23.62
	-23.62
	-199.48
	1,296.16
	1,492.88*
	1,551.29*

	L. left executive
	
	-16.96
	-16.96
	-175.39
	
	-3.09
	-3.08

	L. right executive
	
	-18.11
	-18.11
	-200.45
	
	-1.65
	-1.69

	L. other executive
	
	-12.93**
	-12.93**
	-138.83
	
	-1.59
	-1.6

	L. no executive
	
	-9.55*
	-9.55*
	-3.13
	
	1.34
	1.3

	(Latin America)*L. left executive
	
	7.47
	7.47
	172.79
	
	5.93**
	5.89**

	(Asia)*L. left executive
	
	2.65
	2.65
	144.35
	
	4.68
	4.71

	(Europe)*L. left executive
	
	7.44
	7.44
	170.08
	
	4.34*
	4.32*

	(Pacific)*L. left executive
	
	.
	.
	
	
	2.41
	2.36

	(Latin America)*L. right executive
	
	9.72
	9.72
	195.86
	
	2.73
	2.77

	(Asia)*L. right executive
	
	4.3
	4.3
	169.34
	
	2.43
	2.46

	(Europe)*L. right executive
	
	11.54
	11.54
	197.49
	
	2.46
	2.48

	(Pacific)*L. right executive
	
	-0.85
	-0.85
	13.22
	
	0
	0

	(Latin America)*L. other executive
	
	
	
	133.62
	
	4.64**
	4.64**

	(Asia)*L. other executive
	
	
	
	108.05
	
	3.83
	3.84

	(Europe)*L. other executive
	
	
	
	133.28
	
	4.20**
	4.21**

	(Pacific)*L. other executive
	
	
	
	135.54
	
	3.53
	3.52

	civil liberties
	-0.71*
	-0.53
	-0.53
	-0.33
	-0.60**
	-0.65***
	-0.64***

	political rights
	-0.23
	0.04
	0.04
	-0.23
	-0.07
	-0.04
	-0.05

	government effectiveness
	2.20**
	2.30**
	2.30**
	1.97
	2.78***
	2.83***
	2.86***

	rule of law
	-1.37
	-1.89*
	-1.89*
	-5.99
	-1.62**
	-1.73**
	-1.73**

	corruption
	-0.02
	-0.01
	-0.01
	0.01
	-0.03**
	-0.02**
	-0.02**

	executive elections
	-0.65
	0.04
	0.04
	1.48
	-0.25
	-0.27
	-0.29

	legal elections
	-0.04
	0.24
	0.24
	0.84
	0.13
	0.13
	0.12

	Civil War
	-10.05***
	-10.13***
	-10.13***
	-10.20**
	-10.07***
	-10.05***
	-10.06***

	Constant
	0.49
	-2.51
	-2.51
	-20.21
	7.33***
	6.82***
	6.85***

	Observations
	1220
	1220
	1220
	1220
	1220
	1220
	1220

	Number of countries
	116
	116
	116
	116
	116
	116
	116

	R-squared
	
	
	
	
	0.08
	0.1
	0.1

	Wald-test (p)
	0
	0
	0
	0
	
	
	

	F-test (p)
	
	
	
	
	0
	0
	0


Absolute value of t statistics in parentheses, * significant at 10%; ** significant at 5%,*** significant at 1%

Appendix F.  estimation of intergroup differences.

Table F1: Descriptive statistics for countries grouped by level of income.
	
	High income: OECD countries
	High income: non OECD countries
	Low income countries
	Lower middle income countries
	Upper middle income countries

	GDP growth
	3.068
	4.46
	4.839
	4.118
	4.246

	
	(22.15)**
	(12.92)**
	(22.17)**
	(20.39)**
	(16.11)**

	share of Catholics
	45.98
	25.329
	17.878
	30.972
	49.372

	
	(16.36)**
	(5.81)**
	(14.56)**
	(15.59)**
	(20.27)**

	share of Muslims
	0.413
	31.53
	37.054
	27.582
	16.894

	
	(8.10)**
	(6.59)**
	(18.75)**
	(13.93)**
	(8.61)**

	share of Protestants
	31.24
	10.043
	7.959
	9.238
	5.662

	
	(11.94)**
	(3.83)**
	(14.04)**
	(11.16)**
	(11.12)**

	civil liberties
	3.351
	2.844
	3.273
	3.312
	4.181

	
	(27.85)**
	(17.64)**
	(32.05)**
	(34.83)**
	(35.47)**

	political rights
	3.163
	2.364
	3.184
	3.358
	4.519

	
	(21.38)**
	(14.21)**
	(26.93)**
	(29.41)**
	(31.26)**

	corruption
	80.764
	60.753
	21.694
	28.284
	42.888

	
	(80.79)**
	(24.59)**
	(23.53)**
	(36.44)**
	(37.90)**

	government effectiveness
	1.716
	0.885
	-0.716
	-0.435
	0.174

	
	(54.96)**
	(11.04)**
	(31.55)**
	(21.08)**
	(4.88)**

	rule of law
	1.595
	0.888
	-0.788
	-0.526
	0.055

	
	(59.64)**
	(17.22)**
	(31.31)**
	(23.02)**
	-1.37

	executive elections
	0.029
	0.091
	0.158
	0.135
	0.131

	
	(2.48)*
	(2.76)**
	(7.54)**
	(7.82)**
	(5.96)**

	left executive
	0.365
	0.156
	0.273
	0.272
	0.194

	
	(10.92)**
	(3.75)**
	(10.67)**
	(12.10)**
	(7.54)**

	right executive
	0.433
	0.325
	0.122
	0.183
	0.342

	
	(12.57)**
	(6.04)**
	(6.48)**
	(9.37)**
	(11.07)**

	centrist executive
	0.149
	0.026
	0.026
	0.074
	0.072

	
	(6.02)**
	-1.42
	(2.86)**
	(5.59)**
	(4.27)**

	other executive
	.
	0.494
	0.576
	0.467
	0.367

	
	(.)
	(8.61)**
	(20.27)**
	(18.56)**
	(11.70)**

	no executive
	0.053
	.
	0.003
	0.005
	0.025

	
	(3.40)**
	(.)
	-1
	-1.42
	(2.48)*

	growth under left executive
	1.182
	0.634
	1.617
	1.015
	0.811

	
	(9.81)**
	(3.64)**
	(9.60)**
	(8.19)**
	(6.00)**

	growth under right executive
	1.093
	1.007
	0.595
	0.452
	1.476

	
	(8.65)**
	(3.69)**
	(5.58)**
	(5.48)**
	(7.80)**

	growth under centrist executive
	0.707
	0.12
	0.15
	0.297
	0.499

	
	(5.24)**
	-1.41
	(2.56)*
	(3.76)**
	(3.42)**

	growth under other executive
	.
	2.458
	2.438
	2.338
	1.312

	
	(.)
	(6.24)**
	(10.83)**
	(11.98)**
	(6.13)**

	growth under no executive
	-0.086
	.
	-0.038
	-0.016
	-0.118

	
	(2.77)**
	(.)
	-1
	-1.32
	(2.45)*

	Observations
	208
	77
	304
	394
	237


 Absolute value of t statistics in parentheses, * significant at 10%; ** significant at 5%,*** significant at 1%

Table F2: GDP growth under certain executive in countries grouped by level of income.
	
	Lower middle countries
	
	
	Upper middle countries

	
	growth under left executive
	growth under right executive
	growth under centrist executive
	growth under other executive
	growth under no executive
	
	
	growth under left executive
	growth under right executive
	growth under centrist executive
	growth under other executive
	growth under no executive

	1991
	0.656
	0.12
	-1.191
	0.547
	0.662
	
	1991
	-0.74
	2.477
	-1.461
	-0.43
	0.172

	1992
	-0.369
	0.641
	-1.5
	0.146
	0.491
	
	1992
	-0.281
	
	-0.781
	-0.224
	1.643

	1993
	-0.177
	-0.44
	1.91
	-0.414
	
	
	1993
	0.45
	1.558
	
	-0.49
	

	1994
	1.191
	
	0.865
	-0.365
	0.68
	
	1994
	0.272
	1.797
	
	-0.42
	0.6

	1995
	1.76
	
	0.422
	1.51
	0.745
	
	1995
	1.131
	0.747
	
	1.755
	-0.273

	1996
	0.55
	1.69
	0.797
	1.236
	
	
	1996
	1.92
	1.644
	1.487
	
	0.143

	1997
	0.45
	
	1.87
	1.314
	0.788
	
	1997
	1.426
	3.679
	0.333
	1.478
	

	1998
	0.88
	0.284
	
	1.295
	0.49
	
	1998
	-0.63
	1.21
	
	1.68
	1.499

	1999
	1.324
	0.279
	
	0.482
	0.523
	
	1999
	0.62
	
	0.95
	1.552
	0.9

	2000
	
	0.655
	1.98
	1.494
	0.624
	
	2000
	1.765
	1.664
	
	0.3
	1.226

	2001
	1.76
	0.592
	1.54
	0.334
	0.44
	
	2001
	0.148
	3.35
	0.629
	0.66
	0.33

	2002
	1.992
	0.549
	1.499
	0.259
	
	
	2002
	0.327
	0.186
	0.918
	1.398
	0.163

	2003
	0.539
	1.423
	
	2.425
	0.261
	
	2003
	1.662
	0.55
	0.675
	1.777
	0.178

	2004
	2.867
	
	0.34
	0.547
	1.778
	
	2004
	3.42
	1.596
	0.127
	1.469
	0.69

	2005
	0.289
	
	2.836
	2.138
	0.67
	
	2005
	2.52
	0.143
	1.246
	0.677
	0.766

	2006
	0.1
	3.598
	0.519
	1.734
	0.587
	
	2006
	1.1
	1.237
	0.153
	2.218
	0.751



Table F2 (cont.): GDP growth under certain executive in countries grouped by level of income.
	
	High income: OECD countries
	
	
	High income: non OECD countries
	
	
	Low income countries

	
	growth under left executive
	growth under right executive
	growth under centrist executive
	growth under other executive
	growth under no executive
	
	year
	growth under left executive
	growth under right executive
	growth under centrist executive
	growth under other executive
	growth under no executive
	
	
	growth under left executive
	growth under right executive
	growth under centrist executive
	growth under other executive
	growth under no executive

	1991
	0.42
	1.34
	0.22
	-0.464
	-0.33
	
	1991
	0.244
	1.271
	
	-1.536
	2.898
	
	1991
	0.748
	0.112
	0.212
	-0.343
	0.918

	1992
	0.485
	0.677
	0.85
	-0.21
	0.1
	
	1992
	
	
	-1.924
	0.292
	2.64
	
	1992
	0.38
	-0.52
	
	-0.69
	-0.131

	1993
	0.275
	0.486
	0.226
	
	-0.9
	
	1993
	
	0.764
	-0.246
	2.266
	
	
	1993
	
	-0.48
	0.22
	0.644
	-0.399

	1994
	1.333
	1.63
	0.54
	
	0.43
	
	1994
	1.114
	1.92
	
	1.237
	
	
	1994
	-0.763
	-0.183
	
	0.19
	0.462

	1995
	1.299
	1.82
	0.195
	
	0.15
	
	1995
	2.116
	
	
	0.938
	1.886
	
	1995
	0.831
	
	0.196
	0.44
	2.523

	1996
	1.565
	1.91
	0.341
	
	0.21
	
	1996
	0.935
	1.185
	2.45
	
	
	
	1996
	2.989
	1.197
	
	0.147
	0.561

	1997
	1.568
	1.53
	0.499
	
	0.76
	
	1997
	1.556
	2.28
	
	1.122
	
	
	1997
	4.13
	0.451
	
	0.15
	1.42

	1998
	1.673
	0.796
	0.384
	
	0.112
	
	1998
	
	
	1.376
	0.594
	1.194
	
	1998
	2.61
	0.552
	0.224
	0.134
	

	1999
	1.794
	0.931
	1.222
	
	0.53
	
	1999
	0.892
	
	1.21
	1.564
	
	
	1999
	0.15
	1.244
	
	2.369
	0.441

	2000
	2.28
	0.965
	1.189
	
	0.144
	
	2000
	0.93
	2.439
	
	2.549
	
	
	2000
	0.71
	0.272
	2.21
	0.775
	

	2001
	0.993
	0.675
	0.573
	
	0.42
	
	2001
	1.74
	1.251
	0.614
	
	
	
	2001
	2.599
	0.269
	0.325
	1.33
	-0.47

	2002
	0.863
	0.44
	0.669
	
	0.12
	
	2002
	
	
	2.9
	0.314
	0.933
	
	2002
	0.356
	1.85
	0.96
	0.77
	0.92

	2003
	0.712
	0.746
	0.481
	
	-0.11
	
	2003
	1.326
	3.76
	
	
	0.241
	
	2003
	0.129
	1.837
	
	1.146
	0.662

	2004
	0.961
	1.457
	0.683
	
	0.83
	
	2004
	0.42
	
	1.2
	
	3.542
	
	2004
	3.33
	0.759
	1.318
	0.283
	

	2005
	0.792
	0.931
	0.854
	
	0.76
	
	2005
	3.55
	
	1.415
	
	0.366
	
	2005
	0.324
	1.375
	
	2.93
	0.388

	2006
	1.35
	1.252
	1.12
	
	0.18
	
	2006
	0.475
	1.752
	
	1.136
	
	
	2006
	0.451
	2.754
	
	1.489
	0.457


Table F3 : FEM with IV for different country groups.
	
	A(1)
	B(1)

	
	High income: OECD countries
	High income: non OECD countries
	Low income countries
	Lower middle income countries
	Upper middle income countries
	High income: OECD countries
	High income: non OECD countries
	Low income countries
	Lower middle income countries
	Upper middle income countries

	left executive
	3.09
	5
	76.51
	32.84
	0.55
	0.03
	4.79
	-0.96
	29.9
	-5.2

	
	-0.86
	-0.27
	-0.99
	(3.28)***
	-0.04
	-0.04
	-0.56
	-0.06
	(3.26)***
	-0.66

	right executive
	2.47
	7.53
	73.42
	14.44
	-0.87
	.
	-4.08
	-19.32
	-4.24
	27.93

	
	-0.7
	-0.22
	-0.96
	(2.11)**
	-0.08
	(.)
	-0.42
	-0.37
	-0.31
	-0.86

	other executive
	.
	7.1
	70.74
	24.15
	5.24
	.
	.
	6.23
	-32.08
	-111.79

	
	(.)
	-0.16
	-0.98
	(2.87)***
	-0.35
	(.)
	(.)
	-0.56
	(3.86)***
	-0.86

	no executive
	.
	.
	77.84
	27.94
	0.26
	.
	.
	.
	.
	765.09

	
	(.)
	(.)
	-1.09
	(2.78)***
	-0.02
	(.)
	(.)
	(.)
	(.)
	-0.85

	left executive
	-0.53
	-5.82
	-54.28
	-20.87
	3.27
	0.98
	0.48
	2.05
	1.69
	3.11

	
	-0.24
	-0.36
	-1.03
	(2.85)***
	-0.43
	(2.46)**
	-0.27
	-1.44
	-1.33
	(2.07)**

	L. right executive
	-0.82
	-8.37
	-53.7
	-11.82
	4.1
	0.14
	-0.67
	0.71
	-1.36
	1.89

	
	-0.38
	-0.35
	-0.99
	(2.27)**
	-0.79
	-0.39
	-0.36
	-0.46
	-1.4
	-1.53

	L. other executive
	.
	-5.11
	-51.28
	-15.89
	1.04
	.
	2.13
	0.91
	1.56
	2.77

	
	(.)
	-0.16
	-1.01
	(2.40)**
	-0.12
	(.)
	-0.85
	-0.79
	-1.6
	(1.75)*

	L. no executive
	.
	..
	.
	-16.15
	3.33
	.
	.
	.
	-0.15
	1.65

	
	(.)
	(.)
	(.)
	(1.99)**
	-0.52
	(.)
	(.)
	(.)
	-0.04
	-0.62

	civil liberties
	-0.36
	-0.01
	-0.89
	-0.53
	-0.02
	-0.12
	0.08
	-0.42
	-0.79
	-0.07

	
	-0.95
	-0.01
	-0.82
	-0.86
	-0.03
	-0.41
	-0.1
	-0.77
	(1.78)*
	-0.11

	political rights
	0.96
	0.01
	-0.68
	0.32
	-0.24
	0.8
	-0.12
	-0.27
	0.08
	-0.22

	
	(2.17)**
	-0.01
	-0.81
	-0.57
	-0.47
	(1.93)*
	-0.18
	-0.69
	-0.21
	-0.43

	government effectiveness
	-1.3
	-0.27
	-1.89
	3.84
	6.23
	-1.04
	-0.59
	-0.53
	5.66
	6.71

	
	-1.26
	-0.08
	-0.56
	(2.23)**
	(2.59)***
	-1.05
	-0.21
	-0.42
	(4.61)***
	(4.15)***

	rule of law
	3.51
	-1.26
	-4.56
	-0.82
	-4.98
	2.42
	-0.42
	-0.06
	-2.5
	-4.37

	
	-1.61
	-0.18
	-0.85
	-0.47
	(1.67)*
	-1.37
	-0.14
	-0.04
	(2.14)**
	(2.18)**

	corruption
	0.02
	-0.05
	-0.02
	0
	-0.05
	0.01
	-0.05
	-0.03
	0.01
	-0.06

	
	-1.17
	-1.24
	-0.49
	-0.17
	-1.21
	-0.87
	-1.41
	-1.54
	-0.6
	(2.13)**

	executive elections
	0.61
	-0.49
	0.28
	-0.21
	-0.17
	0.33
	-1.07
	-0.65
	0.12
	0.05

	
	-0.84
	-0.17
	-0.19
	-0.27
	-0.21
	-0.46
	-0.78
	-1.03
	-0.21
	-0.06

	legal elections
	0.33
	-1.28
	0.99
	0.08
	0.9
	0.35
	-1.41
	-0.08
	0.03
	0.74

	
	-1.32
	-1.18
	-0.62
	-0.13
	-1.35
	-1.46
	-1.66
	-0.14
	-0.06
	-1.13

	Civil War
	.
	.
	-12.41
	-7.32
	.
	.
	.
	-12.81
	-7.41
	.

	
	(.)
	(.)
	(2.90)***
	(1.93)*
	(.)
	(.)
	(.)
	(5.66)***
	(2.70)***
	(.)

	Constant
	-5.8
	8.65
	-14.73
	-1.85
	2.2
	-2.64
	7.85
	6.37
	6.47
	4.82

	
	-1.22
	-0.96
	-0.54
	-0.5
	-0.34
	-0.9
	(2.19)**
	(2.31)**
	(3.19)***
	-1.61

	Observations
	208
	77
	304
	394
	237
	208
	77
	304
	394
	237

	R-squared
	
	
	
	
	
	0.09
	0.15
	0.15
	0.14
	0.14

	Number of countries
	19
	7
	31
	37
	22
	19
	7
	31
	37
	22


Absolute value of t statistics in parentheses, * significant at 10%; ** significant at 5%,*** significant at 1%

Table F3 (cont.): FEM with IV for different country groups.

	
	A(2)
	B(2)

	
	High income: OECD countries
	High income: non OECD countries
	Low income countries
	Lower middle income countries
	Upper middle income countries
	High income: OECD countries
	High income: non OECD countries
	Low income countries
	Lower middle income countries
	Upper middle income countries

	left executive
	10.61
	253.38
	-54.75
	54.36
	47.87
	0.03
	7.53
	-10.44
	40.93
	-7.13

	
	(2.13)**
	-0.17
	-0.95
	(3.13)***
	(1.95)*
	-0.04
	-0.54
	-0.33
	(2.63)***
	-0.33

	right executive
	9.76
	576.03
	-55.92
	44.16
	40.78
	.
	-6.56
	-4.01
	4.42
	4.72

	
	(2.02)**
	-0.17
	-0.99
	(3.19)***
	(1.95)*
	(.)
	-0.45
	-0.05
	-0.33
	-0.18

	other executive
	.
	722.45
	-59.65
	44.59
	64.48
	.
	.
	9.61
	-47.23
	13.76

	
	(.)
	-0.17
	-1.12
	(3.44)***
	(2.12)**
	(.)
	(.)
	-0.78
	(3.70)***
	-0.31

	no executive
	.
	.
	-50.92
	48
	40.56
	.
	.
	.
	.
	-91.57

	
	(.)
	(.)
	-0.96
	(3.08)***
	(1.81)*
	(.)
	(.)
	(.)
	(.)
	-0.27

	left executive
	-4.86
	-222.01
	36
	-36.82
	-21.72
	0.98
	0.48
	2.07
	2.33
	3.29

	
	-1.62
	-0.17
	-0.92
	(2.99)***
	-1.56
	(2.46)**
	-0.27
	-1.45
	(1.79)*
	(2.21)**

	L. right executive
	-5.13
	-378.04
	37.26
	-32.46
	-14.86
	0.14
	-0.67
	0.74
	-1.38
	1.83

	
	(1.73)*
	-0.17
	-0.94
	(3.24)***
	-1.45
	-0.39
	-0.36
	-0.47
	-1.41
	-1.48

	L. other executive
	.
	-477.29
	40.52
	-31.38
	-30.85
	.
	2.13
	0.93
	1.4
	2.68

	
	(.)
	-0.18
	-1.09
	(3.10)***
	(1.80)*
	(.)
	-0.85
	-0.81
	-1.44
	(1.69)*

	L. no executive
	.
	.
	.
	-31.35
	-13.18
	.
	.
	.
	-0.34
	1.62

	
	(.)
	(.)
	(.)
	(2.55)**
	-1.04
	(.)
	(.)
	(.)
	-0.09
	-0.6

	civil liberties
	-0.83
	-8.28
	-0.2
	-0.44
	-0.89
	-0.12
	0.08
	-0.41
	-0.71
	0.05

	
	-1.58
	-0.16
	-0.22
	-0.47
	-0.7
	-0.41
	-0.1
	-0.75
	-1.58
	-0.09

	political rights
	1.19
	10.84
	0.11
	-0.54
	-0.28
	0.8
	-0.12
	-0.26
	0.05
	-0.28

	
	(1.93)*
	-0.16
	-0.15
	-0.61
	-0.28
	(1.93)*
	-0.18
	-0.67
	-0.13
	-0.56

	government effectiveness
	-1.53
	7.78
	2.28
	2.49
	-1.09
	-1.04
	-0.59
	-0.56
	5.69
	6.62

	
	-1.06
	-0.09
	-0.81
	-0.95
	-0.23
	-1.05
	-0.21
	-0.45
	(4.60)***
	(4.05)***

	rule of law
	5.97
	-96.82
	3.45
	-1.25
	3.32
	2.42
	-0.42
	-0.05
	-2.56
	-4.35

	
	(1.97)**
	-0.17
	-0.83
	-0.48
	-0.57
	-1.37
	-0.14
	-0.03
	(2.18)**
	(2.17)**

	corruption
	0.05
	0.17
	-0.03
	0.01
	0.07
	0.01
	-0.05
	-0.03
	0.01
	-0.06

	
	(1.92)*
	-0.12
	-0.74
	-0.11
	-0.82
	-0.87
	-1.41
	-1.56
	-0.52
	(2.09)**

	executive elections
	1.03
	47.69
	-1.16
	-0.83
	-0.69
	0.34
	-1.07
	-0.65
	0.13
	0.08

	
	-1.02
	-0.17
	-0.94
	-0.67
	-0.42
	-0.46
	-0.78
	-1.03
	-0.23
	-0.09

	legal elections
	0.34
	10.46
	-0.99
	0.04
	0.78
	0.35
	-1.41
	-0.08
	0
	0.72

	
	-0.96
	-0.15
	-0.75
	-0.04
	-0.6
	-1.46
	-1.66
	-0.13
	-0.01
	-1.1

	Civil War
	.
	.
	-12.63
	-6.75
	.
	.
	.
	-12.83
	-7.41
	.

	
	(.)
	(.)
	(3.31)***
	-1.18
	(.)
	(.)
	(.)
	(5.67)***
	(2.68)***
	(.)

	Constant
	-13.36
	-126.27
	29.4
	-5.6
	-20.59
	-2.64
	7.85
	6.27
	6.15
	4.55

	
	(2.04)**
	-0.16
	-1.43
	-0.99
	-1.58
	-0.9
	(2.19)**
	(2.28)**
	(3.01)***
	-1.53

	Observations
	208
	77
	304
	394
	237
	208
	77
	304
	394
	237

	R-squared
	19
	7
	31
	37
	22
	0.09
	0.15
	0.15
	0.13
	0.14

	Number of countries
	
	
	
	
	
	19
	7
	31
	37
	22


Absolute value of t statistics in parentheses, * significant at 10%; ** significant at 5%,*** significant at 1%
Table F4 (cont.): LSDV for different country groups.
	
	A
	A~
	A(2)
	A(1)
	B
	B(2)
	B(1)

	left executive
	5.63
	-30.3
	-92.56
	10.1
	-47.7
	-24.28
	-23.13

	right executive
	4.52
	-34.45*
	-103.68
	8.96
	-16.78
	13.08
	12.28

	other executive
	76.29**
	77.74*
	-79.57
	205.82
	54.43
	7.08
	2.02

	no executive
	29.22***
	30.71***
	-70.53
	-63.1
	-1.25
	539.32
	860.58

	(High income non OECD countries)*left executive
	23.4
	59.41**
	165.91
	65.76
	0
	0
	25.23

	(Low income countries)*left executive
	-35.54
	1.2
	20.39
	-74.9
	48.67
	18.52
	19.92

	(Lower middle  income countries)*left executive
	26.05***
	63.48***
	149.18*
	43.95*
	79.22
	61.65*
	52.82*

	(Upper middle  income countries)*left executive
	24.36**
	58.91***
	132.55*
	33.85
	45.86
	9.26
	14.61

	(High income non OECD countries)*right executive
	59.60*
	100.36**
	262.36
	153.32
	85.6
	23.19
	0

	(Low income countries)*right executive
	-36.19*
	2.43
	27.94
	-76
	-15.63
	-48.93
	-48.47

	(Lower middle  income countries)*right executive
	15.71**
	56.47**
	153.05*
	35.19
	-3.63
	-23.17
	-9.01

	(Upper middle  income countries)*right executive
	23.26**
	60.97***
	137.66*
	28.46
	36.07
	10.6
	11.93

	(High income non OECD countries)*other executive
	0
	0
	276.13
	0
	-45.54
	-12.06
	-28.24

	(Low income countries)*other executive
	-108.96***
	-110.03**
	.
	-277.48*
	-28.7
	28.89
	32.71

	(Lower middle  income countries)*other executive
	-53.67
	-53.56
	129.34
	-160.48
	-74.56
	-33.07
	-43.62

	(Upper middle  income countries)*other executive
	-38.49
	-41.3
	134.52
	-146.36
	-55.93
	4.61
	1.34

	(Low income countries)*no executive
	-53.16**
	-53.90**
	.
	.
	-312.92
	-815.5
	-1,196.41

	(Lower middle  income countries)*no executive
	.
	.
	123.51
	111.63
	212.66
	-823.92
	-404.21

	(Upper middle  income countries)*no executive
	-0.76
	-3.38
	105.61
	100.73
	-411.15
	-1,029.88
	-1,284.68

	L. left executive
	
	
	60.96
	-5.35
	
	1.26
	1.29

	L. right executive
	
	
	68.41
	-5.28
	
	0.65
	0.68

	L. other executive
	
	
	-24.97
	-27.85*
	
	4.16**
	4.17**

	L. no executive
	
	
	-34.66*
	-12.44
	
	4.09*
	4.12*

	(High income non OECD countries)*L. left executive
	
	
	-128.94
	-63.9
	
	-1.97
	-1.98

	(Low income countries)*L. left executive
	
	
	-9.52
	50.12
	
	-4.00*
	-4.01*

	(Lower middle  income countries)*L. left executive
	
	
	-99.16*
	-31.26*
	
	1.35
	1.23

	(Upper middle  income countries)*L. left executive
	
	
	-78.27
	-14.46
	
	2.57
	2.52

	(High income non OECD countries)*L. right executive
	
	
	-174.81
	-104.06
	
	-2.28
	-2.31

	(Low income countries)*L. right executive
	
	
	-16.07
	51.9
	
	-2.9
	-2.89

	(Lower middle  income countries)*L. right executive
	
	
	-104.43*
	-27.18*
	
	-1.18
	-1.2

	(Upper middle  income countries)*L. right executive
	
	
	-79.75*
	-8.02
	
	2.92
	2.91

	(Lower middle  income countries)*L. no executive
	
	
	.
	-18.46
	
	-2.23
	-2.25

	(Upper middle  income countries)*L. no executive
	
	
	23.03
	.
	
	.
	.

	(High income non OECD countries)*L. other executive
	
	
	-110.98
	-115.99
	
	-3.34
	-3.34

	(Low income countries)*L. other executive
	
	
	81.3
	77.6
	
	-5.71**
	-5.71**

	(Lower middle  income countries)*L. other executive
	
	
	-10.21
	-3.9
	
	-1.7
	-1.69

	civil liberties
	-0.72*
	0.16
	0.9
	-0.43
	-0.55**
	-0.61**
	-0.63***

	political rights
	-0.22
	-0.62
	-0.7
	0.01
	-0.09
	-0.09
	-0.06

	government effectiveness
	1.87
	1.43
	0.45
	1.05
	2.70***
	2.78***
	2.77***

	rule of law
	-0.73
	-1.57
	-1.28
	-0.18
	-1.58**
	-1.79**
	-1.86***

	corruption
	-0.01
	-0.05*
	-0.07
	0.01
	-0.03***
	-0.03**
	-0.03**

	executive elections
	-0.7
	-0.99
	-0.95
	-0.62
	-0.24
	-0.3
	-0.29

	legal elections
	0.15
	0.37
	0.13
	0.19
	0.13
	0.17
	0.18

	Civil War
	-10.00***
	-10.46***
	-10.93**
	-10.21***
	-10.09***
	-10.08***
	-10.07***

	Constant
	-2.65
	2.09
	5.14
	-1.91
	7.34***
	6.54***
	6.53***

	Observations
	1220
	1220
	1220
	1220
	1220
	1220
	1220

	Number of countries
	116
	116
	116
	116
	116
	116
	116

	R-squared
	
	
	
	
	0.09
	0.11
	0.11

	Wald test
	0
	0
	0
	0
	
	
	

	F-test
	
	
	
	
	0
	0
	0


Appendix G. Robustness check: 3 party- types vs 5
Table G1: OLS and IV regressions for pulled sample (balanced panel of 3 parties)
	  
	OLS
	FE
	RE
	Method A
	Method B

	
	
	
	
	2SLS
	FE with IV
	RE with IV
	2SLS
	FE with IV
	RE with IV

	left executive
	-0.83
	1.36
	0.35
	5.96
	11.01
	8.77
	-8.46
	-8.4
	-9.61

	
	-1.63
	(1.99)**
	-0.59
	(3.18)***
	(4.02)***
	(3.73)***
	(1.89)*
	(1.70)*
	(2.08)**

	right executive
	-1.62
	-0.66
	-1.13
	4.96
	9.18
	7.29
	13.08
	13.96
	15.35

	
	(3.49)***
	-1.09
	(2.09)**
	(2.83)***
	(3.36)***
	(3.21)***
	(1.81)*
	(1.80)*
	(2.09)**

	share of Catholics
	-0.01
	0
	-0.01
	0
	0
	0.01
	-0.01
	0
	-0.01

	
	(2.09)**
	(.)
	-1.04
	-0.16
	(.)
	-0.39
	-1.24
	(.)
	-0.65

	share of Muslims
	0
	0
	-0.01
	0
	0
	-0.01
	0
	0
	-0.01

	
	-0.41
	(.)
	-0.89
	-0.28
	(.)
	-0.58
	-0.2
	(.)
	-0.6

	share of protestants
	-0.02
	0
	-0.02
	-0.02
	0
	-0.03
	-0.02
	0
	-0.02

	
	(2.75)***
	(.)
	(1.81)*
	(2.41)**
	(.)
	-1.62
	(2.03)**
	(.)
	-1.14

	civil liberties
	0.01
	-0.11
	-0.03
	0.23
	-0.6
	-0.17
	-0.02
	-0.21
	-0.15

	
	-0.03
	-0.39
	-0.12
	-0.88
	-1.58
	-0.58
	-0.11
	-0.74
	-0.66

	political rights
	-0.13
	-0.04
	-0.11
	-0.45
	0.26
	-0.18
	-0.11
	0.09
	0.01

	
	-0.84
	-0.17
	-0.6
	(2.08)**
	-0.81
	-0.78
	-0.68
	-0.39
	-0.05

	government effectiveness
	1.39
	1.83
	1.43
	0.84
	0.48
	0.51
	1.17
	1.17
	1.12

	
	(2.42)**
	(2.22)**
	(2.16)**
	-1.16
	-0.42
	-0.59
	(1.98)**
	-1.39
	(1.66)*

	rule of law
	0.11
	-0.33
	-0.44
	0.57
	0.35
	0.05
	0.04
	-0.8
	-0.59

	
	-0.2
	-0.35
	-0.67
	-0.8
	-0.28
	-0.06
	-0.08
	-0.82
	-0.9

	corruption
	-0.05
	-0.01
	-0.03
	-0.04
	0.03
	0
	-0.05
	-0.01
	-0.03

	
	(4.52)***
	-0.98
	(2.25)**
	(2.56)**
	-1.49
	0
	(4.05)***
	-0.83
	(1.89)*

	Spanish colony
	1.03
	0
	1.15
	1.12
	0
	1.21
	0.25
	0
	-0.02

	
	(1.93)*
	(.)
	-1.24
	-1.6
	(.)
	-1.05
	-0.46
	(.)
	-0.02

	executive elections
	0.35
	0.37
	0.32
	0.29
	0.4
	0.31
	0.6
	0.43
	0.48

	
	-0.69
	-0.82
	-0.7
	-0.47
	-0.68
	-0.54
	-1.12
	-0.89
	-1

	legal elections
	0.28
	0.46
	0.41
	0.1
	0.39
	0.28
	0.23
	0.44
	0.38

	
	-0.87
	-1.61
	-1.39
	-0.25
	-1.05
	-0.76
	-0.7
	-1.47
	-1.28

	Civil War
	-1.1
	-7
	-4.27
	-1.06
	-6.9
	-4.16
	-1.75
	-7.12
	-4.75

	
	-0.68
	(3.70)***
	(2.48)**
	-0.53
	(2.82)***
	(1.92)*
	-1.04
	(3.67)***
	(2.70)***

	Sub Sahara dummy
	3.01
	0
	3.37
	3.06
	0
	3.44
	3.29
	0
	3.55

	
	(5.77)***
	(.)
	(3.71)***
	(4.77)***
	(.)
	(3.14)***
	(5.94)***
	(.)
	(3.70)***

	Latitude in degrees
	0.01
	0
	0.01
	0.01
	0
	0.02
	0.01
	0
	0.01

	
	-1.07
	(.)
	-0.79
	(1.79)*
	(.)
	-1.45
	-1.1
	(.)
	-0.7

	Constant
	7.63
	3.66
	5.77
	0.4
	-6.61
	-3.39
	6.27
	4.45
	5.4

	
	(9.19)***
	(2.35)**
	(5.01)***
	-0.19
	(1.95)*
	-1.22
	(9.26)***
	(3.05)***
	(5.32)***

	Observations
	438
	438
	438
	438
	438
	438
	438
	438
	438

	R-squared
	0.21
	0.11
	0.13
	
	
	
	0.19
	0.06
	0.12

	 Number of countries
	
	41
	41
	
	41
	41
	
	41
	41


Absolute value of t statistics in parentheses, * significant at 10%; ** significant at 5%,*** significant at 1%
Table G1: FEM with IV for different groups of countries
	
	A(1)
	B(1)
	A(2)
	B(2)

	
	High income: OECD countries
	Low income countries
	Lower middle income countries
	Upper middle income countries
	High income: OECD countries
	Low income countries
	Lower middle income countries
	Upper middle income countries
	High income: OECD countries
	Low income countries
	Lower middle income countries
	Upper middle income countries
	High income: OECD countries
	Low income countries
	Lower middle income countries
	Upper middle income countries

	left executive
	5
	1.57
	-2.2
	15.63
	-0.04
	-0.21
	.
	-7.15
	10.47
	.
	-5.69
	41.77
	-0.05
	-0.21
	.
	0.05

	
	(2.07)**
	-0.89
	-0.22
	-0.51
	-0.05
	-0.21
	(.)
	-1.35
	(3.22)***
	(.)
	-0.17
	-1.37
	-0.06
	-0.21
	(.)
	0

	right executive
	3.78
	.
	1.9
	10.88
	.
	.
	-3.03
	8.6
	9.32
	-1.6
	20.06
	36.54
	.
	.
	-3
	-2.11

	
	-1.5
	(.)
	-0.29
	-0.43
	(.)
	(.)
	-1.06
	-1.11
	(2.82)***
	-0.91
	-0.43
	-1.26
	(.)
	(.)
	-1.06
	-0.15

	L. left executive
	-1.58
	.
	-1.31
	5.23
	1.1
	2.16
	4.97
	6.82
	-4.69
	.
	-4.52
	-6.74
	1.1
	2.16
	4.97
	6.74

	
	-1.03
	(.)
	-0.32
	-0.29
	(2.58)**
	-1.23
	(2.49)**
	(4.32)***
	(2.29)**
	(.)
	-0.56
	-0.4
	(2.58)**
	-1.23
	(2.49)**
	(4.04)***

	L. right executive
	-1.57
	0.7
	-4.59
	6.94
	0.15
	1.07
	-2.37
	3.61
	-4.84
	0.72
	-15.97
	-4.5
	0.15
	1.07
	-2.37
	3.76

	
	-0.97
	-0.36
	-1.03
	-0.53
	-0.41
	-0.54
	(2.11)**
	(2.49)**
	(2.29)**
	-0.37
	-0.53
	-0.32
	-0.41
	-0.54
	(2.11)**
	(2.56)**

	civil liberties
	-0.47
	-1.11
	-0.87
	0.98
	-0.13
	-1.09
	-0.14
	0.89
	-0.83
	-1.1
	-2.02
	1.29
	-0.13
	-1.09
	-0.14
	0.83

	
	-1.29
	-1.05
	-0.68
	-1.23
	-0.46
	-1.01
	-0.18
	-1.29
	(1.72)*
	-1.05
	-0.41
	-0.92
	-0.46
	-1.01
	-0.18
	-1.16

	political rights
	1.03
	-0.22
	-0.54
	0.33
	0.84
	-0.24
	-0.61
	1.52
	1.24
	-0.22
	-0.49
	-0.55
	0.84
	-0.24
	-0.61
	1.32

	
	(2.15)**
	-0.42
	-0.92
	-0.21
	(1.96)*
	-0.46
	-1.2
	-1.42
	(1.97)**
	-0.43
	-0.42
	-0.23
	(1.96)*
	-0.46
	-1.2
	-1.2

	government effectiveness
	-1.3
	4.79
	1.89
	3.05
	-1.05
	4.79
	2.48
	5.38
	-1.62
	4.78
	-5.52
	3.51
	-1.05
	4.79
	2.48
	5.06

	
	-1.09
	(2.15)**
	-0.46
	-0.99
	-0.98
	(2.08)**
	-1.05
	(2.28)**
	-1.04
	(2.14)**
	-0.25
	-0.71
	-0.98
	(2.08)**
	-1.05
	(2.04)**

	rule of law
	4.78
	1.66
	-3.23
	-0.18
	3
	1.75
	1.25
	0.69
	6.91
	1.66
	-8.4
	3.84
	3
	1.75
	1.25
	0.61

	
	(2.08)**
	-0.52
	-0.59
	-0.03
	-1.56
	-0.52
	-0.56
	-0.29
	(2.28)**
	-0.52
	-0.36
	-0.54
	-1.56
	-0.52
	-0.56
	-0.26

	corruption
	0.03
	-0.09
	0.04
	-0.03
	0.01
	-0.1
	0.06
	-0.05
	0.05
	-0.09
	0.01
	0
	0.01
	-0.1
	0.06
	-0.05

	
	-1.53
	(1.95)*
	-0.59
	-0.56
	-0.8
	(1.96)*
	-0.97
	-1.19
	(2.12)**
	(1.95)*
	-0.07
	-0.04
	-0.8
	(1.96)*
	-0.97
	-1.21

	executive elections
	0.58
	-0.26
	0.29
	-0.52
	0.33
	-0.31
	0.52
	0.85
	0.94
	-0.27
	-0.82
	-1.45
	0.34
	-0.31
	0.52
	0.7

	
	-0.74
	-0.19
	-0.21
	-0.36
	-0.45
	-0.22
	-0.49
	-0.75
	-0.92
	-0.19
	-0.19
	-0.61
	-0.45
	-0.22
	-0.49
	-0.61

	legal elections
	0.4
	0.94
	0.12
	1.28
	0.43
	1.06
	0.48
	0.77
	0.41
	0.95
	-0.35
	1.72
	0.43
	1.06
	0.48
	0.72

	
	-1.44
	-0.82
	-0.12
	-1.31
	(1.66)*
	-0.92
	-0.62
	-0.9
	-1.12
	-0.83
	-0.15
	-0.96
	(1.66)*
	-0.92
	-0.62
	-0.84

	Civil War
	.
	.
	-6.86
	.
	.
	.
	-6.21
	.
	.
	.
	-7.38
	.
	.
	0
	-6.21
	0

	
	(.)
	(.)
	(2.60)***
	(.)
	(.)
	(.)
	(2.78)***
	(.)
	(.)
	(.)
	-1.3
	(.)
	(.)
	(.)
	(2.78)***
	(.)

	Constant
	-8.8
	14.01
	9.14
	-18.86
	-3.61
	13.62
	5.28
	-9.24
	-15.02
	15.57
	8.73
	-33.4
	-3.6
	13.62
	5.28
	-8.13

	
	(2.00)**
	(2.73)***
	(1.74)*
	-1.33
	-1.15
	(2.49)**
	-1.62
	(1.80)*
	(2.59)***
	(3.32)***
	-0.74
	(1.70)*
	-1.15
	(2.49)**
	-1.62
	-1.59

	Observations
	186
	59
	105
	88
	186
	59
	105
	88
	186
	59
	105
	88
	186
	59
	105
	88

	R-squared
	
	
	
	
	0.1
	0.22
	0.26
	0.38
	
	
	
	
	0.1
	0.22
	0.26
	0.37

	Number of countries
	17
	6
	10
	8
	17
	6
	10
	8
	17
	6
	10
	8
	17
	6
	10
	8


Absolute value of t statistics in parentheses, * significant at 10%; ** significant at 5%,*** significant at 1%
Table G1: FEM with IV for different continents
	
	A(1)
	B(1)
	A(2)
	B(2)

	
	Latin America
	Asia
	Europe
	Latin America
	Asia
	Europe
	Latin America
	Asia
	Europe
	Latin America
	Asia
	Europe

	left executive
	10.49
	0.18
	3.94
	-0.01
	-1.69
	0.08
	24.69
	0.07
	10.59
	4.16
	-1.69
	0.08

	
	-1.62
	-1.42
	-1.32
	.
	-1.04
	-0.08
	(2.06)**
	-1.23
	(2.50)**
	-0.18
	-1.04
	-0.08

	right executive
	4.34
	.
	3.07
	.
	.
	.
	19.37
	-0.02
	9.81
	-3.29
	.
	.

	
	-0.81
	(.)
	-0.96
	(.)
	(.)
	(.)
	-1.44
	-0.35
	(2.24)**
	-0.16
	(.)
	(.)

	L. left executive
	-4.68
	-0.07
	-0.69
	2.99
	0
	1.51
	-12.83
	0.15
	-4.44
	2.91
	.
	1.51

	
	-0.98
	-1.06
	-0.36
	(1.82)*
	(.)
	-1.64
	(1.66)*
	-1.19
	(1.68)*
	(1.75)*
	(.)
	-1.64

	L. right executive
	-2.95
	0.03
	-1.11
	-0.13
	-0.28
	0.67
	-11.6
	.
	-5.11
	-0.12
	-0.28
	0.67

	
	-0.88
	-0.53
	-0.54
	-0.11
	-0.32
	-0.83
	-1.46
	(.)
	(1.83)*
	-0.1
	-0.32
	-0.83

	civil liberties
	0.24
	-0.03
	-0.74
	0.07
	-2.29
	-0.47
	0.24
	-0.04
	-1.27
	0.02
	-2.29
	-0.47

	
	-0.37
	-0.32
	-1.34
	-0.11
	(3.32)***
	-0.97
	-0.23
	-0.34
	(1.80)*
	-0.04
	(3.32)***
	-0.97

	political rights
	-0.29
	0
	0.73
	-0.22
	0.39
	0.78
	-0.31
	0.02
	0.72
	-0.2
	0.39
	0.78

	
	-0.58
	-0.04
	-0.92
	-0.46
	-0.99
	-1
	-0.38
	-0.28
	-0.73
	-0.41
	-0.99
	-1

	government effectiveness
	2.63
	0.18
	-0.28
	2.35
	-0.67
	-0.54
	0.1
	0.31
	-0.28
	2.31
	-0.67
	-0.54

	
	-1.17
	-0.73
	-0.17
	-1.25
	-0.39
	-0.32
	-0.02
	-1.16
	-0.13
	-1.21
	-0.39
	-0.32

	rule of law
	3.09
	0.28
	0.55
	1.18
	-2.5
	-0.51
	5.48
	0.54
	2.09
	1.22
	-2.5
	-0.51

	
	-1.4
	-0.73
	-0.24
	-0.66
	-1.07
	-0.24
	-1.5
	-1.24
	-0.72
	-0.68
	-1.07
	-0.24

	corruption
	-0.03
	0
	0.03
	-0.06
	0.03
	0.02
	0.04
	0
	0.06
	-0.06
	0.03
	0.02

	
	-0.57
	-0.62
	-1.19
	-1.42
	-0.71
	-0.8
	-0.44
	-0.6
	(1.80)*
	-1.44
	-0.71
	-0.8

	executive elections
	-0.22
	-0.14
	0.69
	-0.04
	.
	0.57
	-0.73
	-0.19
	1.16
	-0.06
	.
	0.57

	
	-0.23
	-0.57
	-0.72
	-0.04
	(.)
	-0.55
	-0.45
	-0.77
	-0.96
	-0.07
	(.)
	-0.56

	legal elections
	1.27
	0.07
	-0.12
	1.12
	1.45
	-0.14
	1.58
	0.05
	-0.1
	1.12
	1.45
	-0.14

	
	-1.57
	-0.87
	-0.3
	-1.49
	(2.75)**
	-0.35
	-1.19
	-0.62
	-0.2
	-1.48
	(2.75)**
	-0.35

	Constant
	2.66
	2.73
	-1.14
	5.37
	10.56
	1.81
	-5.15
	3.5
	-5.86
	5.52
	10.56
	1.81

	
	-0.59
	-1.48
	-0.27
	-1.63
	(4.64)***
	-0.5
	-0.58
	(1.89)*
	-1.06
	-1.64
	(4.64)***
	-0.5

	Observations
	143
	33
	164
	143
	33
	164
	143
	33
	164
	143
	33
	164

	R-squared
	
	
	
	0.11
	0.54
	0.05
	
	
	
	0.11
	0.54
	0.05


 Absolute value of t statistics in parentheses, * significant at 10%; ** significant at 5%,*** significant at 1%
Appendix H. Robustness check: Balanced vs Unbalanced panel

Table H1: LSDV for different continents

	
	A
	A~
	A(2)
	A(1)
	B
	B(2)
	B(1)

	(Latin America)*left executive
	24.86***
	8.01*
	37.46***
	8.22
	-10.58
	-1.51
	-7.96

	(Asia)*left executive
	.
	.
	.
	.
	5.92
	-7.56
	15.08

	(Europe)*left executive
	10.96***
	7.15**
	19.00**
	12.57**
	-2.59
	-15.32**
	-2.78

	(Latin America)*right  executive
	21.76***
	4.96
	37.93***
	6.01
	18.98
	3.65
	12.64

	(Asia)*right  executive
	0.49
	-2.38
	1.42
	-2.98
	-7.01
	14.99
	-22.27

	(Europe)*right  executive
	7.84**
	3.8
	14.07**
	7.03*
	3.31
	24.43*
	3.07

	(Latin America)*L. left executive
	
	
	-12.90**
	-1.13
	
	2.71**
	2.58**

	(Europe)*L. left executive
	
	
	-9.23**
	-6.12**
	
	0.58
	0.53

	(Latin America)*L. right  executive
	
	
	-16.70**
	-2.11
	
	0.55
	0.57

	(Asia)*L. right  executive
	
	
	-1.9
	0.74
	
	-0.81
	-0.9

	(Europe)*L. right  executive
	
	
	-6.84*
	-3.21
	
	0.27
	0.15

	(Pacific)*L. right  executive
	
	
	-0.95
	-0.97
	
	-0.89
	-0.88

	civil liberties
	-0.57
	-0.51
	-0.44
	-0.44
	-0.4
	-0.36
	-0.36

	political rights
	-0.17
	-0.1
	-0.46
	-0.14
	-0.08
	-0.13
	-0.13

	government effectiveness
	0.7
	1.75**
	0.61
	1.93**
	1.69**
	1.77**
	1.78**

	rule of law
	0.05
	-1.22
	1.25
	-1.02
	-2.03**
	-2.13**
	-2.15**

	corruption
	0.01
	-0.01
	0.02
	0
	-0.02*
	-0.02
	-0.02

	executive elections
	-0.25
	0.03
	-0.3
	0.04
	0.12
	0.19
	0.18

	legal elections
	0.09
	0.17
	0.04
	0.19
	0.25
	0.24
	0.25

	Civil War
	-6.73**
	-7.04***
	-6.35
	-6.98***
	-7.22***
	-7.18***
	-7.19***

	Constant
	-2.31
	3.03*
	-2.19
	3.02*
	6.47***
	5.92***
	6.09***

	Observations
	716
	716
	716
	716
	716
	716
	716

	Number of countries
	77
	77
	77
	77
	77
	77
	77

	R-squared
	
	
	
	
	0.05
	0.06
	0.06


Absolute value of t statistics in parentheses, * significant at 10%; ** significant at 5%,*** significant at 1%
Table H2: LSDV for different groups of countries
	
	A
	A~
	A(2)
	A(1)
	B
	B(2)
	B(1)

	(high income non OECD countries) * left executive
	4.98
	6.32
	11.6
	13.37
	-18.92
	-8.76
	-12.5

	(Low income  countries)*left executive
	1.73
	1.82
	2.47
	2.54
	3.66
	15.59
	10

	(Lower middle income  countries)*left executive
	60.97***
	37.29***
	38.42***
	75.15***
	35.64***
	6.51
	19.11*

	(Upper  middle income  countries)*left executive
	15.55**
	2.85
	0.73
	18.1
	-14.28**
	-19.53**
	-17.31**

	(high income non OECD countries)* right executive
	12.55
	13.23
	22.45
	29.83
	30.46
	15.31
	22.16

	(Low income  countries)*right  executive
	.
	.
	.
	.
	-3.19
	-21.92
	-12.92

	(Lower middle income  countries)*right  executive
	28.94***
	6.86
	8.68
	47.52***
	-53.66***
	-11.12
	-31.79*

	(Upper  middle income  countries)*right  executive
	12.60**
	0.78
	-0.96
	13.87
	21.21**
	29.93**
	26.65**

	(high income non OECD countries)*L. left executive
	
	
	-11.74
	-14.17
	
	-1.07
	-1.03

	(Low income  countries)*L. left executive
	
	
	-0.03
	1.3
	
	0.87
	0.87

	(Lower middle income  countries)*L. left executive
	
	
	-6.91**
	-15.24**
	
	0.83
	0.6

	(Upper  middle income  countries)*L. left executive
	
	
	2.96
	-2.42
	
	3.38**
	3.32**

	(high income non OECD countries) *L. left executive
	
	
	-17.14
	-21.99
	
	-2.18
	-2.14

	(low income countries) *L. right executive
	
	
	0.75
	1.23
	
	-0.4
	-0.37

	(Lower middle income  countries)*L. right  executive
	
	
	-2.71
	-21.63**
	
	-1.54*
	-1.58*

	(Upper  middle income  countries)*L. right  executive
	
	
	3.03
	-0.83
	
	3.27***
	3.20***

	civil liberties
	0.46
	0.31
	0.22
	0.56
	-0.37
	-0.35
	-0.39

	political rights
	-0.6
	-0.3
	-0.3
	-0.99*
	-0.11
	-0.22
	-0.19

	government effectiveness
	0.14
	2.05*
	1.92*
	0.24
	1.72**
	1.74**
	1.81**

	rule of law
	3.66
	1.73
	1.28
	3.72
	-1.60*
	-2.27***
	-2.31***

	corruption
	-0.01
	-0.02
	-0.02
	-0.01
	-0.02*
	-0.02*
	-0.02*

	executive elections
	-0.38
	0.01
	-0.02
	-0.46
	0.02
	0.04
	0.03

	legal elections
	0.4
	0.49
	0.48
	0.38
	0.25
	0.29
	0.29

	Civil War
	-6.03
	-6.59**
	-6.63**
	-5.77
	-7.14***
	-7.16***
	-7.18***

	Constant
	-11.24**
	-3.65
	-2.42
	-10.14
	6.44***
	6.33***
	6.41***

	Observations
	716
	716
	716
	716
	716
	716
	716

	Number of countries
	77
	77
	77
	77
	77
	77
	77

	R-squared
	
	
	
	
	0.07
	0.08
	0.08


Absolute value of t statistics in parentheses, * significant at 10%; ** significant at 5%,*** significant at 1%
� �HYPERLINK "http://web.worldbank.org"�http://web.worldbank.org�


� Republican or democrats are the main American parties 


� The Republican Party is usually considered to be more conservative (right-wing) and the Democratic Party - more libertarian (left-wing). 





� In fact world values survey includes such a question as "your self-positioning in economic spectrum", but as this survey is conducted by waves each 5 years, this sufficiently cuts number of observation which is crucially important for the first goal of our research.


� Balanced panel (observations for 1991-2006 for 170 countries) was constructed to construct instruments


� �HYPERLINK "http://web.worldbank.org"�http://web.worldbank.org�


� Note: such variables as share of Catholics, share of Protestants, share of Muslims, Spanish colony, latitude in degrees, sub Sahara dummy do not vary in value with time. Thus, in FE models here and further they are dropped.


The Share of Muslims, Fact of executive elections, fact of legal elections, dummy for no executive and political rights were found to be insignificant in these regressions


� Absolute value of t statistics in parentheses, * significant at 10%; ** significant at 5%; *** significant at 1%


� As in previous case variables- government effectiveness, fact of executive elections, fact of legal elections were found to be insignificant


� As before share of Muslims, political rights, fact of executive elections and fact of legal elections were found to be insignificant.


� North America was dropped due to lack of observations, other terms which are not in the model were dropped due to collinearity.


� Pacific region and North America are dropped from our regional consideration because of too little number of observations.





