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Economic Voting in a Globalized World: 

Does the “Law” Still Hold Up?



Overview

 Vast literature on economic voting (across countries)
 All other factors equal, incumbent political parties fare better at the polls when the macro-economy 

has been performing well

 “Good times keep parties in office, bad times cast them out”

 Confirmed across large number of countries 

 Focus of literature is on domestic variables
 Not in line with increasingly interdependent (globalized) economy

 Literatures on the political economy of globalization and the relationship between economic 
performance and election outcomes rarely speak with one another

 Our contribution
 Evaluate whether globalization tempers how much voters hold incumbents responsible for economic 

conditions

 Primary findings
 Greater exposure to the world economy does not mean the government is less accountable for 

economic performance; however, voters do not hold leaders accountable for shocks.



Review of Economic Voting

 Causal mechanism summarized as the responsibility hypothesis

 Voter reacts to a few macroeconomic variables – growth and inflation

 Voters are myopic

 Voters react to retrospective events more than to prospective ones

 Voters tend to be sociotropic rather than egotropic (personal pocketbook)

 Grievance asymmetry: voters react more to negative changes than positive

 Asymmetric punishment for parties with different ideologies (liberal parties punished 

more for unemployment, conservatives punished for high inflation)

 Clarity of responsibility is important in order for voters to assign blame

 Voters hold chief executives more responsible for the economy vs. legislators



Hypotheses with Globalization

 Hypothesis 1 - Government constraint

 Greater exposure to the world economy would reduce electoral accountability in 
democracies (if voters believe/ recognize that globalization constrains politicians)

 Hypothesis 2 – Government competence

 Greater exposure to the world economy either has no effect or enhances electoral 
accountability (if voters believe/ recognize that governments can continue to 
influencing policy under globalizations)

 Hellwig & Samuels (2007) confirm hypothesis 1

 Their measure of globalization only refers to trade openness

 Need to expand measure of globalization and see if results hold up



External Shocks

 Measures of economic openness for a country (especially trade 
openness) do not vary much from year to year

 Capitalize on exogenous shocks to get within and between country 
variability on the impact of globalization
 External shock defined as a temporary, externally driven economic phenomenon that 

impacts a group of countries simultaneously (includes global and regional)

 Key is that the shock needs to be recognized as something outside the normal course of 
events: in essence, the incumbent theoretically should not be blamed for its occurrence

 Examples include sharp increase in oil prices (1973 and 1979/80), exchange rate 
fluctuations in the 1980s

 Question: do voters still expect a government to manage the 
economy when exposed to external fluctuations?



Data

 Panel data set of electoral outcomes for up to 180 countries from 1975 

to 2004, using the Database of Political Institutions (DPI)

 Filter for “quality” elections – only include Polity IV score >= +6

 Dependent variable: turnover of the party of the chief executive

 Economic voting hypothesis predicts the probability that an incumbent chief executive’s 

party will retain office to be higher during good economic times

 All economic data are from the World Bank Development Indicators



Empirical Estimation

yit = β0 + β1Internalit + β2Openit + β3Shocksit + vit

 yit is the retention of chief executive’s party, coded as 0 if the chief executive retains 

office in the year of an election, 1 if ousted

 Internalit is a vector of internal economic conditions (% ∆GDP; % ∆ log CPI)

 Openit is a vector of economic openness (Net FDI % GDP; remittances % GDP; foreign 

aid % GDP; trade open % GDP)  

 Shocksit is a vector of global/ regional shocks  (terms of trade; fuel imports % GDP)

 Control for the number of years the chief executive has been in power, type of electoral 

system (parliamentary, presidential, etc.) 

 Estimate subsample for when clarity of responsibility is high



1 2 3 4 5

Real GDP growth, % annual -0.004 -0.023 0.025 0.009 -0.02

[0.006] [0.009]** [0.015] [0.010] [0.009]**

Log CPI, % annual 0.058 -0.011 0.034 0.111 -0.013

[0.016]*** [0.031] [0.036] [0.020]*** [0.035]

1 if Presidential system 0.015 0.035 0.15 -0.101 0.021

[0.057] [0.090] [0.124] [0.081] [0.091]

Years in Office 0.009 0.008 -0.018 0.036 0.007

[0.008] [0.012] [0.020] [0.013]*** [0.012]

Log CPI * Right-wing government 0.004

[0.055]

Right-wing government -0.122

[0.170]

Constant 0.296 0.498 0.259 0.12 0.547

[0.074]*** [0.132]*** [0.139]* [0.097] [0.149]***

Observations 467 143 97 202 143

R-squared 0.04 0.06 0.06 0.11 0.07

Clarity of Resposibility Sample All High clarity Medium clarity Low clarity High clarity

Robust standard errors, clustered by country, reported in brackets

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

Table 1: Chief Executive Turnover Accounting for Domestic Factors
 Marginal Effects - Linear Probability Model



1 2 3 4 5 6 7

Real GDP growth, % annual -0.028 -0.033 -0.029 -0.016 -0.034 -0.017 -0.047

[0.017] [0.015]** [0.048] [0.009] [0.012]*** [0.009]* [0.020]**

Price of Oil 0.004

[0.003]

Price of Oil * Growth 0

[0.001]

Openness (total trade, % GDP) -0.002 -0.003

[0.001]* [0.001]*

Openness * Growth 0.01 0.016

[0.015] [0.016]

Terms of trade -0.004

[0.003]

Terms of trade * Growth 0

[0.000]

FDI, net inflows (% of GDP) 0.007

[0.026]

FDI * Growth -0.004

[0.003]

Remittances (% GDP) -0.035 -0.034

[0.023] [0.023]

Remittances * Growth 0.025 0.03

[0.008]*** [0.007]***

Foreign aid (% GDP) -0.003 -0.003

[0.005] [0.006]

Foreign Aid * Growth -0.001 -0.001

[0.001]* [0.001]

Constant 0.383 0.652 0.918 0.488 0.527 0.489 0.676

[0.178]** [0.176]*** [0.294]*** [0.147]*** [0.153]*** [0.152]*** [0.240]***

Observations 143 143 102 141 124 112 103

R-squared 0.07 0.08 0.1 0.07 0.11 0.09 0.2

Robust standard errors, clustered by country, in brackets.  * significant at 10%; ** significant at 5%; *** significant at 1%

Note: Sample restricted to elections with high Clarity of Responsibility

Table 2: Chief Executive Turnover Including Globalization Variables
Marginal Effects - Linear Probability Model



Summary

 Voters still reward (punish) incumbents primarily for 
economic growth

 Greater exposure to the world economy does not mean the 
government is less accountable for economic performance
 In fact results show that voters reward (punish) growth more in a globalized world

 These findings are in line with the IPE literature on embedded liberalism

 However, voters do not hold governments accountable for shocks that cannot be 
ameliorated by policy

 Globalization places higher demands/ expectations on 
leaders to grow their economies



Future Research

 Type of trade might matter (whether trade is highly weighted 

in manufacturing, agriculture, textiles, or services.) 
 Winners and losers of globalization may differ in whether they hold the government 

accountable for the economy 

 We employ a retrospective analysis.  
 Employ survey data (Collaborative Study of Electoral Systems) to analyze prospective

economic voting

 Will also allow us to incorporate sociotropic vs. egotropic measures


