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This paper presents a methodology for identifying electoral and partisan cycle regulari-
ties in target variables and policy instruments. Our approach consists of the following
steps: (1) examines the time series employed for the presence of a unit root in their individual
autoregressive representations, and cointegration; (2) derives the growth component and
constructs the cycle component of each time series; and (3) estimates regression equations
of the cycle components of the series in terms of political and nonpolitical regressors. The
empirical analysis refers to Greece and provides significant support of electoral cycles
in economic outcomes and mixed evidence of electoral and partisan cycles in policy
instruments. © 1998 Society for Policy Modeling. Published by Elsevier Science Inc.
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1. INTRODUCTION

In the political cycles literature, governments act in favor of their
own political interests and/or the interests of particular pressure
groups. As a consequence, their actual policies can give rise to
political cycles distinguished into electoral cycles (EC), defined
as persistent cyclical patterns of key policy and target variables
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across electoral terms regardless of the political party in power,
and partisan cycles (PC), that is, to persistent differences in such
patterns conditional upon the ideology of the party in power
(Haynes and Stone, 1990). Both the EC and PC approaches, which
presume democratically elected governments, a two-party system
and a predetermined timing of elections, have been criticized on
the grounds of superficiality (Alt and Chrystal, 1983, pp. 125, 242)
and the lack of supporting or inconclusive empirical evidence
(McCallum, 1978; Hibbs, 1977, 1987; Soh, 1986; van der Ploeg,
1987; Alesina, 1987, 1989; Alesina and Sachs, 1988). The outcome
of those criticisms was the development of the “rational electoral”
and “rational partisan” cycle theories (REC and RPC), respec-
tively. These theories assume a forward-looking private sector
rationally anticipating future political and economic develop-
ments.

The paper presents a methodology for detecting stylized facts
of electoral and partisan cycles in target variables and policy instru-
ments. It utilizes Greek data and aims to provide answers to the
following questions: Are the fluctuations of the target variables
procyclical, countercyclical, or acyclical to those of the instrument
variables? Do the fluctuations of the targets lead, lag, or coincide
with those of the instruments?

The paper is organized as follows: The next section discusses
our methodological approach. The data used and their sources
are discussed in Section 3. Section 4 reports the empirical results.
The last section gives a summary of the main findings and conclu-
sions.

2. METHODOLOGICAL APPROACH

The modern theories of political cycles include the EC, PC,
REC, and RPC approaches. From a theoretical point of view, the
EC models emphasize the incumbent political party’s intent and
policy actions to secure reelection by maximizing its expected vote
share at the next election. To accomplish that objective, the EC
models hypothesize a backward-looking private sector judging the
government by its past track record, and a short-sighted govern-
ment (systematically) fooling a myopic electorate by judiciously
exploiting a short-run Phillips curve trade-off during its term in
office.! Thus, the testable EC hypothesis is stated as follows: The

! See Nordhaus (1975), MacRay (1977), van der Ploeg (1984), Alt and Chrystal (1983),
ch. 5.
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government, regardless of ideology or partisanship, adopts con-
tractionary (expansionary) policies in the early (late) years of its
term in office in order to depress (reduce) the expected rate of
inflation (rate of unemployment). This short-sighted attitude of the
incumbent government ignores the economic problems associated
with it and accumulated in the aftermath of elections. On the
contrary, the PC models stress that incumbents pursue partisan
macroeconomic policies.” Since the parties at issue represent dif-
ferent pressure groups, they take account of the different pref-
erences, incentives, and objectives of the competing parties by
assigning different weights to inflation and unemployment. How-
ever, they switch to electoral policies if their reelection is in jeop-
ardy (Frey and Schneider, 1978, 1988). The testable PC hypothesis
is that, before the election, left-wing or “socialist” parties give
greater weight to high employment and less to low inflation than
right-wing or “conservative” parties. The former adopt expansion-
ary and the latter deflationary policies after they have won the
election; they often maintain these policies for their entire term
in office.’

On the other hand, the REC hypothesis emphasizes the role
of temporary information asymmetries in explaining electoral cy-
cles in macroeconomic policy instruments (taxes, transfers, gov-
ernment consumption spending, money growth) rather than in
indicators of economic performance (Rogoff and Sibert, 1988;
Rogoff, 1990). Based on information advantages, the incumbent
party has an incentive to try to signal, before elections, that it is
competent. To accomplish that it manipulates the policy instru-
ments, thus fooling the public and creating cycles in the policy
variables.

Finally, the RPC models consider two ideologically different
parties, “socialists” versus “conservatives,” with objectives and
incentives known to the public, as well as rational and informed

- i+ ~ g Loz 7 +1 C 4)em oo L% . 1. PR ’




122 A. A. Andrikopoulos et al.

“socialists” have been relatively more averse to unemployment
and less averse to inflation than “conservatives.” In such a frame-
work, rational voters (wage-setters) anticipate the incentives of
the alternative policymakers and form their expectations accord-
ingly. As a result, the RPC hypothesis predicts a transitory expan-
sion (recession) at the beginning of a “socialist” (“conservative”)
administration, whereas differences in output and unemployment
between governments taper off in the later part of their term in
office, with inflation being higher during “socialist” administra-
tions (Alesina and Sachs, 1988; Alesina, 1989). In general, propo-
nents of electoral and partisan cycles (rational or not) argue that
incumbent governments manipulate a number of policy instru-
ments during the election year and/or the preceding one in order
to influence in time a number of key target variables so that
they would impress the electorate and enhance their chances of
reelection.

From the empirical point of view, the procedure of (1) testing
the above stated hypotheses and (2) identifying the relevance and
suitability of policy instruments in implementing economic policy
is as follows:

The first step in examining trends in a set of variables is to test
for the presence of a unit root in the autoregressive representation
of each individual time series. Augmented Dickey-Fuller (ADF)
tests of the null hypothesis that a single unit root exists in each
series are conducted using the following ADF regression.

Alog z, = aytouttaslog z,-+ 2 BAlog 7,-i+e, )
i=]
where z, is the series under consideration and m is selected to be
large enough to ensure that €, is white noise. The null hypothesis
of a single unit root is rejected if «, is negative and significantly
different from zero.

In practice, the appropriate order of the autoregression in the
ADF test is rarely known. One approach would be to use a model
selection procedure based on some information criterion. How-
ever, Said and Dickey (1984) showed that the ADF test is valid
asymptotically if the order of the autoregression is increased with
sample size T at a controlled rate 7°. Also, the distribution of
the F-test for a, in the above equation is not standard; rather it
is that given by Fuller (1976).

On the assumption that each of the time series involved has a
unit root or a stochastic trend in its univariate time-series represen-
tation, the joint modeling of these time series is next considered.
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That is, although each series contains a stochastic trend, in a vector
process the stochastic trend may be shared (i.e., they may not be
distinct).

The number of common stochastic trends are tested for by using
the multivariate approach due to Johansen (1988). In particular,
following Johansen and Juselius (1992), we consider the following
p-dimensional vector autoregressive model

k
X=S0X_,+n+e¢ (t=1,...7) )
=]
where X, is a p-dimensional vector of I(1) variables and ¢, is an
independently and identically distributed p-dimensional vector of
innovations with zero mean and covariance matrix O. Letting P =
~(I =11, — ... —1I;) be the p X p total impact matrix, we consider
the hypothesis of the existence of at most r (< p) cointegrating
relations formulated as

H(r): T = af’ 3)

where a and B are p X r matrices of full rank. The B matrix is
interpreted as a matrix of cointegrating vectors, that is, the vectors
in B have the property that B'X, is stationary even though X, itself
is nonstationary—see Engle and Granger (1987). The « matrix is
interpreted as a matrix of error-correction parameters.

The maximum likelihood estimation and likelihood ratio test
of this model has been investigated by Johansen (1988), and can
be described as follows: First, letting A = I — L, where L is
the lag operator, Johansen and Juselius (1992) suggest writing
Equation 1 as*

k=1
AX,= S TAX ., + o' X +p+e (¢=1,...T) (4)
i=1
where
r=—-(1-M,-...-M), (i=1...k=1) (5)

In Equation 3 the matrix IT is restricted as IT = af’, but the
parameters vary independently. Hence the parametersI,..., I,
can be eliminated by regressing AX, and X,_, on lagged differences,

* Equation 3 can be derived by first subtracting X,_, from both sides of Equation 1 and
collecting terms on X,_,. Then add and subtract (IT;~7)X,... Repeat this procedure and
collect terms to get Equation 3.
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AX,_,, ..., AX,_;4,. This gives residual R, and R, and residual
product moment matrices

T
S”, = T‘IER,,R',', (l;] = O,k) (6)
t=1

The estimate of B is found (see Johansen, 1988) by solving the
eigenvalue problem

D\Skk - Sk(,S,;,'SL,/‘ = 0 (7)

for eigenvalues AL )X,,, eigenvectors V = (V,,.. ., ¥,) normalized
by VAS,, V = I: The maximum likelihood estimators are given
by

B=@n....0),a=8pand0 =S, — a&’ 8)
Finally, the maximized likelihood function is found from

L2 =101 =18, (I —X) (9)
i=1

and the likelihood ratio test of the hypothesis H,(r) is given by

the trace test statistic

—logQIH/(H,] = ~T S log(1-}) (10)
i=r+l
An alternative test (called the maximum eigenvalue test, An,) is
based on the comparison of H,(r — 1) against H,(r)

—2ogQ[H,(r — DIH,(r)] = =T log(I — A,+)) (11)

Finally, the detection of regularities in the intertemporal perfor-
mance of the instrument and target variables and the search for
basic stylized facts of electoral and partisan cycles is made via the
Hodrick and Prescott (1980) filter (hereafter HP). The HP filter,
which is based on the thesis of Lucas (1977), is designed to derive
a smoothed trend from a given time series. The smoothed trend
represents the growth component of the series. Any deviation of
the actual time series from its smoothed trend defines the cycle
component of the series. (In Section 4 and beyond, the cyclical
components of the variables considered are identified by the prefix
dev in front of the name of the variables; for example, devgdp
denotes the cycle of variable GDP). The political cycle regularities
can be detected by means of the statistics proposed by Kydland
and Prescott (1990). In particular, for each target variable series
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v,y =1,...m,wereport the following statistics: (1) the percentage
standard deviation of the series, and (2) the cross correlation of
series y with the series of instrument x, x = /, ... n. The former
measures the relative amplitude of the fluctuations in the series
in question, and the latter the type of comovement of series y
with series x.

The degree of contemporaneous comovement of series y and
x is measured by the magnitude of the correlation coefficients,
p(1), of the cyclical deviations of the time series of each of the
target variables with the cyclical deviations of instrument x. A
value of p(¢) equal to, greater than, or less than zero indicates
that series y(¢) is acyclical, procyclical, or countercyclical to x(¢),
respectively. For data samples of our size, it has been suggested
(Fiorito and Kollintzas, 1994) that for 0.5 < Ipl (1, 0.2 < Ip
(0.5 and 0 < Ip,l (0.2 series y(¢) and x(¢) are contemporaneously
correlated strongly, weakly, and uncorrelated, respectively. The
degree of comovement of each of the y(¢) series lagged or led
1, .. .k periods relative to series x(t) is depicted by the value of
the cross correlation coefficient, p(j), j = *1, ..., £k, between
x(t) and y(¢ + j). The value of p(j) indicates that the cycle of y
is leading, lagging, or is synchronized to the cycle of x as Ip(j)! is
maximum for a negative, positive, or zero j, respectively.

3. THE DATA

The empirical analysis refers to the Greek economy and is based
on a sample of 27 annual observations covering the period 195689,
but excluding the dictatorship years 1967-73. The variables consid-
ered for this investigation have been classified in target and policy
variables. The target variables include gross domestic product
(GDP), implicit price deflator of private consumption spending
(PC), unemployment rate (u), and disposable income (YD). The
policy variables include government consumption expenditures
(GC), government investment expenditures (GI), government
transfer payments to the private sector (GT), monetary base (MB),
direct taxes (DT), and indirect taxes (IT). The variables GC,
GDP, GI, and YD are expressed in 1980 constant prices, u is in
percentage terms, and the remaining variables are in current
prices. The data come from various sources (including the Bank
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variable considered is the annual rate of change of Greece’s real
GDP, gry. Finally, we have employed a dummy variable, d74, to
account for the restoration of democracy in the country in 1974. In
that year we witnessed the collapse of the dictatorial government
(July) and the formation of a national unity government that
prepared the country for the national election (November). With
the exception of variable deec the remaining dummy and growth
variables are cited in Table 1.

4. EMPIRICAL RESULTS
4A. Properties of the Time Series

Table 2 contains ADF tests of the null hypothesis that a single
unit root exists in each series. These tests indicate that, with the
exception of real direct taxes (the without-trend case), the unit-
root null hypothesis cannot be rejected. Tables 3 and 4 report the
results of the cointegration tests based on annual VARSs of order
4 in Table 3 and order 4 in Table 4. The number of cointegration
vector is determined by a judicious consideration of both the
trace and A,,, test statistics. These test statistics do not reject
(at conventional significance levels based on the critical values
reported by Osterwald-Lenum, 1992) r < I, providing strong evi-
dence in favor of two cointegrating vectors and two stochastic
trends.

4B. Electoral Cycles Regularities

Electoral cycle regularities are reported in Table 5. An inspec-
tion of the figures in the table reveals the following:
First, the unemployment rate (u) (1) is, as indicated by its

relative standard deviation (= 0.38). the rr}osti volatile amone ajl

AL o=
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Table 1: Election and Post Election-Year Dummy Variables and
Growth Variables

Year dec des dne dns d74 gry eecy eecp eecu
1956 a.17 0.00 0.83 0.00 0.00 0.087 na na na
1957 0.58 0.00 0.42 0.00 (.00 0.060 na na na
1958 0.42 0.00 0.58 0.00 0.00 0.040 na na na
1959 0.00 0.00 1.00 0.00 0.00 0.040 na na na
1960 0.17 0.00 0.83 0.00 0.00 0.031 na na 0.025

1961 0.83 0.00 017 0.00 0.00 0.111 0.055 0.032 0.022
1962 0.08 0.00 0.92 0.00 0.00 0.015 0.047 0.045 0.020
1963 092 000 000 0.08 0.00 0.101 0.045 0.048 0.021
1964 0.00 017 000 083 0.00 0.083 0.058 0.045 0.016
1965 0.00 0.00 0.00 1.00 0.00 0.094 0.044 0.046 0.018
1966 0.00 0.00  0.00 1.00 0.00 0.061 0.039 0.040 0.019
1974 0.17 0.00 008 0.00 0.75 -0.036 0.019 0.133 0.028
1975 0.00 0.00 1.00  0.00 0.00 0.061 ~0.010 0.147 0.040
1976 008 0.00 092 0.00 0.00 0.064 0.047 0.118 0.047
1977 0.92 0.00 0.08 0.00  0.00 0.034 0.029 0.117 0.050
1978 0.00  0.00 1.00 000  0.00 0.067 0.032 0.104  0.051
1979 0.00 0.00 1.00 0.00 0.00 0.037 0.035 0.107 0.050
1980 0.08 000 092 0.00 0.00 0.018 0.013 0.128 0.054
1981 0.92 000  0.00 0.08 0.00 0.001 0.001 0.109 0.071
1982 0.00 0.00  0.00 100 0.00 0.004 0.007 0.105 0.083
1983 0.00 0.00  0.00 1.00 0.00 0.004 0.016 0.085 0.091
1984 0.60 050 000 050 0.00 0.028 0.023 0.068 0.096
1985 0.00 050  0.00 0.50 0.00 0.031 0.024 0.060 0.097
1986 000 0.00 0.00 1.00 0.00 0.016 0.028 0.056 0.097
1987 0.00 0.00 0.00 1.00 0.00 —0.007 0.029 0.041 0.094
1988 0.00 050 000 050  0.00 0.041 0.040 0.045 0.088
1989 0.00 050 050  0.00 0.00 0.035 0.033 0.049  0.081

Note: dec and des denote the proportion of the 12-month period ending at the end of
the month of the election, which is administered by the incumbent Conservative and
Socialist government, respectively; dnc and dns denote the proportion of the post-election
year under Conservative and Socialist administrations, respectively; d74 denotes the pro-
portion of year 1974 in the duration of which the administration was not under conservatives
or socialists; eecy, eecp, and eecu are rate of change variables of EEC’s real GDP, GDP
deflator, and unemployment rate, respectively; gry denotes Greece’s real GDP growth
rate; na = not available.

Second, the remaining target variables (i.e., GDP, YD, and PC),
with relative standard deviations in the neighborhood of 0.11-0.12,
are (1) uncorrelated with GI, and (2) strongly procyclical and
synchronous with the ¢ycles of GC, GT. TD, TI, and MB. This
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Table 5: Cross Correlations of Policy Variables with Target Variables

Time lag of variable y (y=i), i=1,.. .4

Volatility
(st.dev.)) t—4 t-3 t-2 -1 t t+1  t+2  t+3 t+4

Cross correlation of

1. GC with
GC 012 -017 017 044 071 100 071 044 017 -0.17
GDP 0.11 -0.10 014 040 068 097 073 048 025 -0.17
YD 0.12 -011 014 039 065 097 074 052 031 0.08
u 0.38 020 004 -031 -0.56 —0.83 —~055 -023 0.07 0.11
PC 0.12 022 031 042 051 061 018 —0.17 -043 —-0.58
2. GI with
GI 014 -044 -043 -004 051 100 051 —0.04 -043 —044
GDP 0.11 —-0.09 -006 004 013 030 0.035-005 —-007 0.06
YD 012 —-013 -0.10 —0.02 009 038 017 004 —006 0.003
u 038 -0.15 =016 -020 -013 -016 019 034 040 —-0.01
PC 012 -021 -0.11 0.01 0.05 0.10 —0.176-0.185-0.19 -0.11
3. 1T with
IT 020 -—-021 -0.06 020 055 100 055 020 —-0.06 —0.21
GDP 0.11 -044 -028 —0.04 025 068 055 048 032 031
YD 012 -047 -031 -008 021 069 052 042 029 017
u 0.38 026 013 —-0.16 -034 -062 —032 —-0.09 015 002
PC 0.12 -0.02 010 032 053 078 050 029 -0.05 ~0.28
4. MB with
MB .26 -011 006 034 061 100 061 034 0066 ~0.11
GDP 0.11 -0.34 -0.16 010 045 085 063 051 031 018
YD 0.12 -035 -0.16 007 039 082 062 056 036 021
u 0.38 030 017 ~0.15 ~042 ~-073 044 -020 010 0.2
PC 0.12 015 027 043 064 084 041 010 -021 -0.36
5. GT with
GT 0.21 ~0.19 003 033 068 1.006 068 033 003 -0.19
GDP 0.11 ~-029 ~0.09 017 049 087 069 049 027 0.06
YD 012 =029 -0.09 -015 044 083 068 052 031 008
u 0.38 029 009 -029 -0.58 —-0.84 -0.54 —-0.16 020 025
PC 0.12 012 023 039 059 08 045 010 -021 -042
6. TD with
TD 0.23 -021 =003 019 056 100 056 019 —-0.03 —0.21
GDP 0.11 -0.17 -0.03 020 051 087 059 035 015 —0.04
YD 0.12 -0.14 002 020 046 083 057 038 020 —0.01
u 0.38 022 004 -031 -0.59 -092 —-058 —-0.18 024 030
PC 0.12 004 011 025 045 070 028 -0.03 —-0.22 —0.35

Note: GC = Government consumption expenditure; GDP = Gross domestic product;
Gl = Government investment expenditure; GT = Government transfer payments; MB =
Monetary base; PC = Price deflator of private consumption; TD = Direct taxes; TI =
Indirect taxes; u = Unemployment rate; YD = Disposable income.
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there is no strong evidence that the cycles of GDP and YC are
procyclical and synchronous with the cycle of GI nor that the
cycles of PC and u are uncorrelated with and lagging the cycle of
GI. These findings emerge from the sizes of the respective cross
correlations in the table.

Third, among the policy instruments the most and least volatile
are TD and GC, respectively. Their corresponding relative stan-
dard deviations are 0.27 and 0.13.

4C. Partisan Cycles Regularities

In order to detect the impact of conservative and socialist admin-
istrations on the formation of cycles of policy instruments and
target variables, we have estimated by the OLS method and for the
periods 1956-89, 1956-74, and 1975-89 the following regression
model:

6
dev (z;) = Yoaudi + B & (12)
k=1

where dev(z;), i = 1, ... 10, stands for the deviation (cycle) of
the four target variables and six instrument variables; d, denotes
the k& dummy variables (i.e., dec, des, dnc, dns, deec, and d74);
and g, represents the alternative growth rate variables (i.e., eecy,
eecp, eecu), and gry. As has been indicated elsewhere (Alesina
and Roubini, 1990; Haynes and Stone, 1989), in the estimation of
Equation 1 the MA(2) specification has been chosen as the “best”
in terms of reducing short-run noise.

The statistical results of this estimation are reported in Table
6. Although these results are not entirely conclusive, they suggest
the following:

First, the dummies deec (accounting for the effect of Greece’s
accession to EEC) and d74 (accounting for the restoration of
democratic rule) affect considerably both the cycles of policy and
target variables. This is suggested by the fact that the d74 and
deec regression coefficients are, in their majority, statistically sig-
nificant at an acceptable probability level. A more or less similar
performance is observed for the domestic and the global growth
variables.

Second, conservative and socialist administrations have posi-
tively influenced the cycles of disposable income and GDP, and
negatively influenced the cycle of PC, during the second subperiod
of the sample. However, the corresponding effects relating to
socialists have not always been statistically significant.

Third, similar in terms of direction, but weaker in the statistical
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sense, have been the effects of both administrations on the afore-
mentioned dependent variables throughout the period of the sam-
ple. The relative inferiority of these results in comparison to those
pertaining to the more recent subperiod might be attributed to
efforts undertaken by both Conservative and Socialist (Center
Union) governments in the first subperiod to compete for the
“middle of the road” voters and, thus, obscure the impact of their
policies on economic outcomes.

Fourth, Socialist administrations have positively influenced the
cycle of the unemployment rate during the sample period. This
appears to have been the only noticeable qualitative difference
in the performance of the two parties in relation to the cycles of
the target variables. The above results concerning inflation and
unemployment under Socialist administrations are in agreement
with those found by Alogoskoufis and Philippopoulos (1991), who
emphasize the fact that “although inflation under socialist adminis-
trations seems to be higher on the average, . . . this is not translated
into lower unemployment” and “the preferences of political par-
ties are very important for inflation outcomes, but not for unem-
ployment” (pp. 20-21).

Fifth, the empirical evidence suggests that both parties have
not followed consistent partisan policies during the period under
consideration. In particular, Socialist administrations have had a
negative impact on the cycles of instruments (GT, TI, and MB
throughout the sample period, irrespective of the type of the year,
election, or post-election year. The results concerning TI would
have been stronger had socialists maintained their policies in the
same direction during the second subperiod. Socialists have also
negatively influenced the cycles of TD and GC (first subperiod,
entire sample) but switched policies in regard to TD in the second
subperiod. Conservative administrations have also influenced the
cycles of GC and MB (first subperiod) in the negative direction,
but reversed their policy as regards GC in the election years of
the second subperiod. This finding is also supported by the fact
that the likelihood ratio test rejects the homogeneity of the time
series involved.” Conservatives have also negatively affected the

9The x* statistic at issue is defined as —2(L~L,), where L, is the logarithm of the
likelihood function of the estimated Equation 12 on the basis of the 1956-89 (1961-89)
data for the deviations of policy instruments (target variables). L, is the sum of the
logarithms of the likelihood functions from the estimation of Equation 12 for the two
subperiods. The calculated values of the x* statistic are given in the last column of Table
6 and exceed, in almost all cases, its critical value 11.07, at the S-percent level with 5
degrees of freedom. The exception concerns the deviations of GI. (cf. Berndt, 1990, pp.
466-467, and McMullen and Stanley, 1988).
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cycle of TI in the election years of the whole sample. Finally,
none of the two parties has managed to influence the cycle of
instrument GIL

S. SUMMARY AND CONCLUSIONS

This paper is focused on a methodology for identifying the
stylized facts of both electoral and partisan cycles in target vari-
ables and policy instruments. The technique consists of the follow-

*

tionarity and cointegration; (2) derivation of the growth
component of the time series and construction of their cycle com-
ponent; and (3) estimation of regression equations of the cycle
components of the series in terms of political and nonpolitical
regressors.

The main findings of our analysis are summarized as follows:

First, the time series used are integrated of order one. All but
one (unemployment rate) of the target variables employed, that
is, GDP, YD, and PC, are cointegrated with the set of policy
Instruments.

Second, the electoral cycles of each of the target variables have
been synchronous with those of the policy instruments, that is,
GC, TD, TI, GT, and MB. The cycle of the unemployment rate
on the one hand and the cycles of DGP, disposable income, and
the consumption deflator on the other have been strongly counter-
cyclical and strongly procyclical, respectively, with the cycles of
the aforementioned instruments.

Third, there have not been detected significant qualitative diver-
gences in the effects of Conservative or Socialist administrations
on the cycles of the target variables GDP, disposable income, and
prices. In quantitative terms, however, it appears that conserva-
tives have exerted a stronger positive influence on the cycles of
GDP and disposable income and a stronger negative influence on
the cycle of the price deflator than the socialists. The evidence
does not lend support to the view that socialists have been more
averse to unemployment than conservatives. In fact, the cycle of
the unemployment rate has been positively influenced by Socialist
administrations but has remained unaffected by Conservative ad-
ministrations.

Fourth, the two political parties have not exhibited consistent
partisan policies during their terms in office. They have often
switched policies between the two subperiods under investigation.
In particular, Socialist administrations have negatively influenced
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the cycles of indirect taxes, monetary base, and government trans-
fers to the private sector throughout the sample period. Concern-
ing their impact on the cycles of direct taxes and government
consumption spending, they have reversed policies from negative
in the earlier subperiod to positive in the later subperiod. The
conservatives have negatively influenced the cycles of government
consumption spending and monetary base during the first subper-
iod but reversed their policy as regards government consumption
spending during the second subperiod. They have also reduced
indirect taxes in the election years of the entire sample period.
This result is not fully in line with those reported in other papers,
for example, Soh (1986). However, it seems to reinforce the Frey
and Schneider (1978, 1988) proposition, that political parties switch
to electoral policies if their reelection seems threatened.

Fifth, the cycles of the target variables and policy variables have
been as expected, influenced by factors outside the direct control
of the policymakers, that is, the country’s accession to the EEC,
the restoration of democracy in the country, and the overall growth
rates that have prevailed in the “world” and the “domestic” econo-
mies.

In conclusion, although the empirical evidence does not provide
strong support in favor of partisan cycles in economic outcomes,
it does indeed provide significant support of electoral cycles in
economic outcomes and mixed evidence of electoral and partisan
cycles in policy instruments. Our findings cannot easily be com-
pared with those reported in other studies in the same area, due
to differences in methodology, institutional structure, size of the
public sector, time span, and personal characteristics of individual
politicians.
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