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1. Introduction

Elections often influence fiscal outcomes, as governments adjust public expenditure and tax-
ation to garner electoral support – a phenomenon widely recognized as Political Budget Cycles
(PBCs). Fiscal rules, which impose legal constraints on policymakers, serve multiple purposes,
such as promoting fiscal discipline, ensuring sustainability, and, in some cases, curbing electoral
fiscal manipulation.

Defined as numerical constraints on fiscal policy, the adoption of fiscal rules has expanded glob-
ally, with more than 100 countries implementing measures by 2021, compared to just 20 in 1995
(IMF). The average number of fiscal rules per country also increased, rising from approximately
two in the early 2000s to three by 2021, with advanced economies averaging more than 3.5 fiscal
rules (IMF).1 Within the European Union (EU), fiscal rules operate at multiple levels: sub-national,
national and supranational. The Stability and Growth Pact (SGP) serves as a cornerstone of EU
fiscal governance, setting limits on government deficits and debt ratios.2 In addition to the SGP,
member states have implemented national fiscal rules to regulate their own public finances at both
the sub-national and national levels.

Despite the existence of fiscal rules in all EU countries, ongoing debates about the optimal
framework persist, with frequent discussions on their enforcement and the overall quality of fiscal
governance. Indeed, fiscal policies in the EU have come under intense scrutiny since the sovereign
debt crisis and the COVID-19 pandemic, both of which profoundly altered public spending and debt
trajectories. In response to the pandemic, EU member states adopted expansive fiscal measures,
leading to a sharp increase in government spending, from an average of 47% of GDP in 2019
to 53% in 2020, before stabilizing at approximately 49% in 2023 (Eurostat).3 Public debt levels
followed a similar trajectory, rising from 79% of GDP in 2019 to 91% in 2020, then easing slightly
to 82% in 2023 (European Commission).4 These extraordinary fiscal interventions, facilitated
by the temporary suspension of supranational fiscal rules, have rekindled discussions on fiscal
governance and sustainability across the EU.

With the reinstatement of supranational fiscal rules in 2024, tensions over compliance and
enforcement have grown. In June 2024, the European Commission issued formal reprimands
to seven member states for breaching EU debt regulations, highlighting the growing pressure on
national fiscal policies. These tensions have led to significant economic and political repercussions

1These figures are drawn from the International Monetary Fund’s Fiscal Rules dataset.
2The SGP aims to ensure EU countries maintain sound public finances and coordinate their fiscal policies. It introduced
three key fiscal rules: capping general government deficits at 3% of GDP, keeping gross public debt below 60% of
GDP, and limiting structural budget deficits to 0.5% of GDP. Reforms in 2005 and 2011 enhanced these rules by
incorporating cyclically adjusted budget balances and clearer debt-reduction trajectories (see Larch et al., 2023).

3Figures represent total general government spending as a percentage of GDP based on the European System of
Accounts 2010 (ESA 2010).

4Figures represent general government consolidated gross debt, based on ESA 2010 and provided by the Annual
Macro-Economic (AMECO) database.
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at the national level. In late 2024, Germany disagreements over the potential easing of the German
schuldenbremse (debt brake) led to a political crisis within the ruling coalition.5 At the same time,
France faced a significant budgetary crisis in the aftermath of snap elections held in June and July
of the same year.6

The claim that fiscal rules constrain political budget cycles is recurrent in the literature. In
the context of European countries, several case studies provide supporting evidence. For instance,
Germany’s introduction of the schuldenbremse in 2009 is frequently highlighted as a successful
measure for fostering fiscal discipline.7 Evidence suggests that this rule reduced discretionary
fiscal expansions during election years, limiting politicians’ ability to engage in opportunistic
spending. Similarly, Sweden adopted stringent fiscal rules in the 1990s following a financial crisis,
including surplus targets and an expenditure ceiling. These measures have significantly reduced
fiscal manipulation, even in election years, by compelling policymakers to reconcile short-term
electoral motives with long-term fiscal objectives. At the supranational level, countries such as
Ireland, which came under heightened scrutiny in the aftermath of the financial crisis, have ex-
hibited diminished electoral spending cycles, driven by external pressures to adhere to fiscal rules
established by the SGP.

However, a broader examination reveals that fiscal rules do not consistently constrain political
budget cycles. For instance, despite operating under the SGP framework, Italy has faced persis-
tent challenges in curbing opportunistic fiscal behavior. Election years in Italy have frequently
been characterized by increased public spending and tax cuts, as domestic political pressures have
overshadowed compliance with EU rules. Similarly, prior to the 2008 financial crisis, Greece,
although subject to EU fiscal rules, repeatedly engaged in election-driven fiscal manipulation.
France presents a comparable case, where fiscal discipline has been notably relaxed during elec-
tion periods, even under the formal constraints imposed by the SGP.

The preceding examples show that fiscal rules at the EU level might curb political manipulation
in fiscal policies, thereby reducing political cycles (Rose, 2006; Gootjes et al., 2021), but they
fall short of eradicating such practices entirely (Efthyvoulou, 2012). The persistence of PBCs
underscores that weak enforcement mechanisms, a lack of transparency and design loopholes have
undermined their effectiveness. These shortcomings have allowed political cycles to endure, ulti-
mately contributing to the sovereign debt crisis.

In this paper, we provide the most comprehensive evidence to date on electoral cycles in gov-
ernment spending and taxation for EU countries and regions. This evidence is established based on
detailed regional data classified under the Nomenclature of Territorial Units for Statistics (NUTS)

5See Bertrand, B., “Germany’s Fractious Government Collapses”, November 6, 2024 - Wall Street Journal.
https://www.wsj.com.

6See Darame, M. and Segaunes, N., “‘We spent a lot.’ How two years of denial led to France’s budget crisis”, October
17, 2024 - Le Monde. https://www.lemonde.fr/en.

7This constitutional rule caps structural deficits at 0.35% of GDP for the federal government and requires balanced
budgets for länder governments.
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framework. The granularity of this data enables an in-depth analysis of regional effects of national
elections in the presence of fiscal rules, an under-explored topic in fiscal policy research. Even
if regional governments frequently operate under the constraints of regional, national or supra-
national fiscal regulations, the NUTS divisions reveal significant disparities in fiscal policies and
objectives, and varying fiscal adjustments during election periods.8 This notable cross-country
and cross-region variance aligns with or diverge from traditional PBC theories. We exploit this
within-country and within-region variations on a broad scale, providing a rich understanding of
how national electoral dynamics influence sub-national fiscal behavior.

Furthermore, the quality and strength of fiscal rules varies significantly across EU countries,
and this variation can be a critical determinant of the extent and nature of PBCs. A key contribution
of this study is its emphasis on the strength and enforcement of fiscal rules, rather than merely
their existence. This distinction is crucial because, while the widespread adoption of fiscal rules is
well documented, their effectiveness relies heavily on consistent adherence and robust institutional
mechanisms to enforce compliance at all levels. By incorporating a national index of fiscal rule
strength and quality into our analysis, we aim to capture the complex ways in which these rules
influence regional fiscal behavior during national election cycles.

Some studies specifically focus on a naive definition of PBCs, examining the impact of elec-
tions on government spending and tax revenues at the national level. However, electoral cycles are
highly heterogeneous in different political contexts, shaping differently regional economic behav-
iors during election years. Our study contributes to the literature by proposing a “mixed” approach
to PBCs, recognizing that both opportunistic and partisan dynamics can coexist. Opportunistic
PBCs, where policymakers manipulate fiscal policies to maximize electoral support, may operate
alongside partisan PBCs, which reflects ideological priorities of newly elected politicians. This
dual approach provides a more comprehensive understanding of how political factors influence
fiscal behavior, particularly in regions with varying levels of fiscal autonomy and electoral charac-
teristics, yet subject to common fiscal rules.

Our paper also explores the implementation of PBCs in two different regional fiscal instru-
ments: public spending and taxation. By doing so, we shed light on how incumbents design
regional political cycles and the potential strategic use of these two instruments.

Finally, our approach addresses a critical issue: the potential endogeneity between fiscal rules
and fiscal outcomes. In fact, stricter fiscal rules may coincide with distinct fiscal pressures, which
complicate causal interpretations (Gootjes et al., 2021). Moreover, a stricter fiscal rule does not
imply a better fiscal situation, implying a subtle interaction (Blanchard et al., 2021). We rely on
diffusion arguments to instrumentalize for the strength of fiscal rules.

8For example, taxes collected at the NUTS 2 level in the EU in 2021 range from 47.1 million euros in Mayotte (NUTS
2 code: FRY5) to 71 915 million euros in Île de France (NUTS 2 code: FR10), reflecting current taxes on income
and wealth based on ESA 2010, provided by the AMECO database. For more information on average levels of public
spending and taxes for our overall study period split by NUTS 2 is presented in Figure 1.
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Our findings confirm the existence and persistence of PBCs in regional fiscal policies within
EU countries. Specifically, regional government expenditure per capita tends to increase, while
taxes are reduced either during national election years or in the months leading up to elections.
Importantly, our analysis demonstrates that strong fiscal rules help curbing governments’ incli-
nation toward spending-related cycles, instead shifting their focus toward tax reductions. This
pattern is evident at both national and regional levels, albeit with varying intensity. However, even
with strong fiscal rules in place, which have contributed to greater uniformity among countries
and regions, notable PBCs persist at both levels. These results are notably supported by the case
studies of Germany and France presented in this paper.

We also present evidence that the opportunistic motive plays a significant role in the presence
of PBCs. In the case of the pre-electoral phase of PBCs, the shift from public spending to tax rate
manipulation is more pronounced when incumbents are running for reelection. This reallocation
is particularly significant for left-wing incumbents, whereas their right-wing counterparts tend to
prioritize public spending. However, while strong fiscal rules help limit opportunistic behavior,
they fail to completely eliminate it.

Partisan PBCs are generally less pronounced than opportunistic PBCs, but their nature varies
significantly depending on the incumbent’s tenure and partisan orientation. Newly elected left-
wing incumbents tend to display reversed PBCs characterized by fiscal conservatism aimed at
strengthening their economic credibility and addressing reputational concerns. In contrast, right-
wing incumbents typically defend the economic status quo minimizing significant post-electoral
fiscal adjustments. However, under strong fiscal rules, left-wing incumbents are more likely to
implement regional PBCs, which combine public spending increases with tax rate reductions.

The paper proceeds as follows. Section 2 presents the main literature. Section 3 describes
our data-set. Section 4 outlines the methodology implemented. Section 5 displays our benchmark
results at both the average and the regional level with a particular focus on Germany and France.
Section 6 presents some extensions. Finally, Section 7 concludes.

2. Literature review

2.1. Political business/budget cycles
The study of PBCs has its roots in the work of Schumpeter (1939) and Kalecki (1943). The

former defines the modern concept of economic cycles, whereas the latter attributes these cycles to
political origins, i.e., the balance of power between the interests of workers and companies. Modern
perspectives on PBCs are categorized in two main approaches: opportunistic PBC (Nordhaus, 1975)
and partisan PBC (Hibbs, 1977).

2.1.1. Opportunistic approach
In his seminal work, Nordhaus (1975) introduced a theoretical framework where election tim-

ing influences business cycles. Incumbents strategically use economic policy to foster favorable
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economic conditions before the election to secure reelection. This approach predicts a pre-electoral
decrease in unemployment induced by increasing public spending or discretionary monetary policy.
Assuming the Phillips curve holds, pre-electoral public spending will lead to higher post-electoral
inflation, prompting policy adjustments. Successive elections lead to politically-induced business
cycles, i.e., PBCs. This opportunistic approach remains relevant in refined versions developed by
Rogoff and Sibert (1988) or Persson and Tabellini (1990). These authors argue that even ratio-
nal voters cannot accurately assess candidates’ competence. Incumbents exploit this information
asymmetry to signal that they are more competent than their rivals. Rogoff and Sibert (1988)
emphasizes an increase in public spending, while Persson and Tabellini (1990) highlight reduced
unemployment as effective competence signals. Additionally, Rogoff (1990), among others, un-
derlines that governments can use alternative instruments to implement an opportunistic PBC. At
all levels of government, incumbents can cut taxes, raise transfers or distort government spend-
ing towards highly visible items. These so-called political budget cycles aim to foster favorable
economic conditions to increase reelection probability using the same theoretical reasoning as
opportunistic PBCs.9

The literature extensively examines opportunistic PBCs since the late 1970s, validating the
relevance of PBC theory across various economic contexts (Tufte, 1978; Alesina et al., 1997;
Mink and de Haan, 2006; Klomp and de Haan, 2013). However, sophisticated voters may punish
incumbents for excessive pre-electoral public deficits (Brender and Drazen, 2008), especially in
environments with high media freedom (Gootjes et al., 2021). Therefore, it is probable that oppor-
tunistic PBCs do not appear as clearly as the theory suggests. Additionally, it is highly probable
that these opportunistic PBCs also depend on the incumbent partisanship. For instance, in the US,
(Douglas et al., 2024) demonstrate that only democrat governors are implementing opportunistic
PBCs, diminishing the tax rate at the local level.

In line with the literature on opportunistic PBCs, we consider in this paper that these cycles are
more probable when the incumbent is running for its reelection. However, the strategic political
use of fiscal policy is not straightforward and it is also possible to observe different outcomes
motivated by different objectives like the will to limit social conflicts (Menuet et al., 2021).

2.1.2. Partisan approach
The partisan approach, originating with Hibbs (1977), posits that alternation between right-

wing and left-wing incumbents triggers post-electoral PBCs. Typically, right-wing parties prioritize
inflation control, whereas left-wing parties focus on reducing unemployment. Frequent changes in
governing parties lead to post-electoral political cycles due to shifts in primary policy objectives, i.e.
partisan PBCs. Similar to the opportunistic approach, the partisan model holds under assumptions
of rational voters. Chappell and Keech (1986) and Alesina (1987) argue that rational agents can be
surprised in the short run by uncertain election outcomes. Voters form their inflation expectations

9Throughout the paper, we employ the generic term PBC as a reference to both political business cycles and political
budget cycles. More precisely, we consider that a political budget cycle can be considered as a political business
cycle specifically targeting public spending and its composition.
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as averages between expected outcomes under right-wing and left-wing victories. Consequently,
a right-wing party’s electoral victory may result in a lower-than-anticipated inflation rate, aligning
with its inflation-focused electorate. Conversely, a left-wing victory may lead to higher inflation
rates than expected, prioritizing unemployment reduction for its electorate.

The partisan approach has been extensively studied in the literature, with numerous studies
underlining its relevance (Alesina, 1988; Hibbs, 1994; Franzese, 2002; Berlemann and Markwardt,
2007; Stone and Jacobs, 2020), especially in countries where political polarization is high (Azzi-
monti and Talbert, 2014). However, recent works suggest that political polarization is decreasing,
particularly in periods of economic recession, which may mitigate partisan PBCs (Potrafke, 2017;
Raess, 2021).

According to the theory, we consider these cycles as more probable when the incumbent is not
reelected after the election. However, more complex mechanisms can involve different outcomes.
For instance, Klein and Sakurai (2015) demonstrate that Brazilian mayors implement significantly
different fiscal policies between their first and their second mandate. More broadly, term limits
significantly influence the economic policies implemented during an incumbent’s final term, often
with the aim of constraining the policies of their successor (Persson and Svensson, 1989; Milesi-
Ferretti and Spolaore, 1994).

2.2. Fiscal rules
Since the 1970s, many countries have experienced a persistent fiscal deficit bias. This refers to

the tendency of incumbent governments to increase fiscal deficits during their tenure due to time
inconsistency (Buchanan and Tullock, 1962; Diamond, 1965) and the perception of public deficits
and debt as common-pool resources (von Hagen and Harden, 1995). As a result, governments
often adopt a short-term perspective, prioritizing immediate gains while neglecting the potential
long-term negative consequences. This bias can be reinforced by political parameters such as the
desire of incumbents to ensure reelection (Alesina and Drazen, 1991), the fragmentation level of
government coalitions (Fabrizio and Mody, 2006) and political instability (Debrun and Kumar,
2007), which could lead to the implementation of a PBC. Fiscal rules, i.e., long-lasting constraint
on fiscal policy through numerical limits on budgetary aggregates, emerged as a practical policy
tool designed to limit fiscal deficit bias.

A growing number of countries have adopted fiscal rules on sub-national, national and supra-
national scales with the idea that they help ensuring sound fiscal environments. According to the
literature, fiscal rules tend to increase fiscal performance (Caselli and Reynaud, 2020) and fiscal
credibility (Picchio and Santolini, 2020), while reducing public debt (Azzimonti et al., 2016), the
likelihood of sovereign debt crises (Asatryan et al., 2018), inflation rates (Combes et al., 2018), gov-
ernment financing costs (Thornton and Vasilakis, 2018) and public spending (López-Villavicencio
and Zoumenou, 2025). However, these beneficial effects depend on several parameters, such as the
number of political parties (Grembi et al., 2016), economic and institutional context (Reuter et al.,
2022), and the level of fiscal transparency (Gootjes and de Haan, 2022).
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More recently, the literature has highlighted potential negative side effects of adopting fiscal
rules on prominent political factors. For instance, Combes et al. (2024) show that their adoption
increases income inequality, and ideological proximity between parties, while decreasing social
transfers and the level of education of candidates in local elections (Nerich and Reuter, 2015).

With these political consequences in mind, it is of high importance to study potential interactions
between politics and fiscal rules.

2.3. Fiscal rules, political cycles and elections
Dubois (2016) underscores the crucial role of institutional constraints, particularly fiscal rules,

in mitigating PBCs. By limiting discretionary fiscal policies, fiscal rules are supposed to reduce
political manipulations of fiscal policy in line with Kydland and Prescott (1977). Empirical evi-
dence supports this effect, as demonstrated by studies such as Rose (2006). However, the impact
of fiscal rules on fiscal policy counter-cyclicality appears to vary depending on the type of rule
and their flexibility (Guerguil et al., 2017), as well as the level of compliance to these rules (Larch
et al., 2021). In practice, fiscal budget targets, delegation to a strong finance minister (Clark and
Hallerberg, 2000), checks and balance (Chang, 2008), or transparency measures (Shelton, 2014)
have shown effectiveness in mitigating PBCs.

Moreover, governments can strike a balance between constraining and flexible fiscal rules to
implement their desired fiscal policy (Yared, 2019). While fiscal rules alone may not completely
eliminate PCBs, recent empirical studies illustrate their dampening effect (e.g., Gootjes et al.,
2021). Even though fiscal rules are intended to dampen PBCs, theoretical works demonstrate that
governments can circumvent these rules and continue to use fiscal policy for political purposes. For
example, Milesi-Ferretti (2004) shows how incumbents employ creative accounting practices to
bypass constraining rules and maintain their ability to implement desired fiscal policies. Creative
accounting has been observed in various context, including the EU (Alt et al., 2014).

These loopholes explain the persistence of PBCs within the EU. Studies such as Mink and
de Haan (2006) show evidence that fiscal policies of 12 Euro area members still exhibit electoral
cycles despite the adoption of the SGP. Similarly, Efthyvoulou (2012) finds more robust PBCs in
Eurozone countries than in countries that have not yet adopted the euro. Additionally, De Jong
and Gilbert (2020) propose that while the Excessive Deficit Procedure effectively constrains fiscal
policy among European Economic and Monetary Union (EMU) members, it does not eliminate
PBCs. Furthermore, Wallsten and Fogarty (2024) indicates that fiscal rules are more effective in
European countries with majoritarian electoral systems.

Consequently, studying the dampening effect of national fiscal rules on regional PBCs remains
crucial, focusing particularly on the respect of national and supra-national fiscal rules and political
environments.
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3. Data and Descriptive statistics

In our analysis, we draw on a broad set of annual data for 25 European countries: Austria,
Belgium, Bulgaria, Croatia, Cyprus, Czechia, Denmark, Estonia, Finland, France, Germany,
Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Netherlands, Poland, Portugal,
Romania, Slovenia, Spain and Sweden.10 We start our analysis in 1995 since most of the regional
indicators are available starting from this year. We include data up to 2022 to capture the effects
of compliance interruptions, especially during the Great Recession, the sovereign debt crisis and
COVID-19 pandemic. We draw on different sources to construct economic, fiscal and election
data. In the following, we describe these data.

3.1. Fiscal policy instruments and other data on economic conditions
The first set of information we use is the Annual Regional Database of the European Com-

mission’s Directorate General for Regional and Urban Policy (ARDECO). From this source we
obtained data for output (gross domestic product and gross value added), taxes, prices, and total
population at the NUTS (Nomenclature of Territorial Units for Statistics) 2 level for the benchmark
estimations and NUTS 3 level for additional analysis.11 For the NUTS 2 classification, it allows us
to analyze our countries subdivided into 237 “regions” out of the 267 available in this classification
for our 25 countries.

PBCs generally refer to modifications of government spending and taxes, around electoral
periods. For instance, opportunistic PBCs consider that public spending should increase and taxes
decrease before an election in which the incumbent is running for its reelection. Therefore, we
would like to use the final consumption spending of the general government (henceforth, govern-
ment spending). To overcome the lack of this data at the regional level, we follow Brueckner et al.
(2023) and Gabriel et al. (2023a,b) using regional gross value added (GVA) of the non-market
sector as a proxy for government spending. The non-market sector consists of the following
sub-sectors: “Public administration and defense”, “Education”, “Human health and social work”,
“Arts, entertainment and recreation”, “Other service activities”, and “Activities of household and
extra-territorial organizations and bodies”.12 Then, we express spending in nominal per capita
terms using the regional population at the same level of aggregation provided by the ARDECO
database. This allows us to calculate our variable Growth spending representing an approximation

10Two countries were excluded from the dataset due to data unavailability: Malta and Slovakia. For the regional
analysis, we also excluded some NUTS that have few observations.

11NUTS is a geocode standard for referencing the subdivisions of countries for statistical purposes. For most countries
the respective NUTS level corresponds to a specific administrative division within the country. Specifically, the
NUTS 2 classification splits European countries into regions inhabited by 800 000 to 3 000 000 persons and the
NUTS 3 classification do the same for regions inhabited by 150 000 to 800 000 persons.

12The value added of the first sub-sector, “Public administration and defense” is the value added of the general
government. The next two sub-sectors, “Education” and “Human health and social work” are closely linked to the
government in national accounts, while the last three linked only loosely. Brueckner et al. (2023) and Gabriel et al.
(2023a) show that government spending in the national accounts is closely linked to the GVA of the non-market
sector and demonstrate that the statistical properties of the two time series are very similar at the national level.
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of the rate of regional public spending.

Taxes, in turn, correspond to current taxes on income and wealth, which include taxes on
income and other current taxes. Taxes on income cover both taxes on individual or household
income and taxes on the income or profits of corporations, and include taxes on holding gains.
Similarly, we express tax rates in nominal per capita terms and compute its growth rate obtaining
our variable Growth tax rate.

Figure 1 plots the mean value of our regional measures of per capita public spending and per
capita tax rates over the 1995-2022 period. As previously stated, fiscal policies, including taxation
and government spending vary significantly among EU member states. There is considerable
heterogeneity mainly across countries: annual average public spending per capita was lowest in
Romania at =C687 and Bulgaria at =C586, and highest in Luxembourg, Denmark and Sweden at
=C10 570, =C7 889 and =C7 270 euros, respectively. Figure 1 also show considerable homogeneity
among regions of the same country, with the exception of France, Italy, and the Netherlands.13

The rest of the economic variables are GDP growth (variable Growth GDP), the log of the level
of real GDP per capita (variable (log) GDP per capita) and the growth rate of the GDP price index,
i.e., the inflation rate (variable Inflation). All of these variables are available at the regional level in
the ARDECO database. Finally, we also use the general government gross debt variation expressed
in percentage of GDP (variable Gross Debt) provided by the International Monetary Fund’s Global
Debt Database (GDD). In Table 1, we present summary statistics on the main variables for our
regional data.

3.2. Data on fiscal rules
In EMU countries, budgetary policies are subject to a common set of fiscal rules and country-

specific arrangements despite fiscal policy remaining the responsibility of national governments.
This compares with the early years of the EMU, when a large majority of rules constrained only
a small fraction of the general government sector and were sometimes linked only to regional or
municipal levels.

Figure B1 in Appendix B presents the total number of national and supranational fiscal rules
for each European country as well as the level of compliance with fiscal rules of each EU coun-
try in 2000, 2010 and 2020. European countries exhibit a growing importance of fiscal rules
within their national economies during our study period. The number of implemented fiscal rules
shows a relatively well-distributed positive trend in terms of both national and supranational fiscal
adoption. While only 11 countries adopted national fiscal rules in 2000, this number increased
to 17 by 2010, and by 2020, every European country had adopted national fiscal rules. A similar

13Specifically, the EU region with the highest and lowest per capita spending during the period is the Arrondissement of
Brussels-Capital in Belgium and Oblast de Khaskovo in Bulgaria, respectively. Taxes follow a similar pattern: over
the period, mean annual taxes paid in Denmark were =C10 895. The lowest value corresponds to Bulgaria (=C129).
For the regions, the highest and lowest taxes are in Hovedstaden, Denmark and Severozapaden, Bulgaria.
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Figure 1: Mean per capita regional government spending and taxes at NUTS 2 level (1995-2022)
(Values in thousands of euros.)

Note: The maps show the mean value in the regional per capita level of public spending and taxes over the 1995-2022
period based on information provided in the ARDECO database. Values are expressed in thousands of euros.

positive trend is observable for supranational fiscal rules, driven by the successive enlargement of
the EU. Consequently, the average number of total fiscal rules per country among the 25 European
countries considered increased from 2.44 in 2000 to 4.60 in 2010, and 6.72 in 2020.

Even if all EU countries have supranational and national fiscal rules, formal enforcement
mechanisms and the monitoring of compliance with fiscal targets can vary between countries and
periods. To analyze whether the domestic strength and quality of fiscal rules in place constrain
PBCs we use data on national and supranational fiscal rules sourced from the Fiscal Rules Database
(FRD), provided by the Directorate-General for Economic and Financial Affairs of the EU. This
comprehensive data set documents domestic fiscal rules adopted since 1990 in EU countries. These
rules are categorized into four types: budget balance rule, debt rule, revenue rule, and spending
rules. Each type of fiscal rule in the FRD is assigned a Fiscal Rule Strength Index (FRSI) on annual
basis. The FRSI measures the strength and quality of each rule, considering factors such as the
presence of correction mechanisms for deviations and the level of flexibility inherent in the rule.
More precisely, the FRSI is an average of individual scores for each fiscal rule based on criteria
including: (i) legal basis, (ii) binding nature, (iii) compliance monitoring bodies and correction
mechanisms, (iv) correction mechanisms, and (v) resilience to shocks. Each criterion is scored
as an average of its component scores divided by the maximum possible score for that criterion14

14See the website of the European Commission for further details.
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Table 1: Summary statistics at NUTS 2 level

Variable Mean Std. Dev. Min. Max. N
Growth spending 0.041 0.06 -0.252 0.948 6 308
Growth tax rate 0.043 0.097 -0.996 0.844 6 308
(log) GDP per capita 9.973 0.637 7.845 11.662 6 308
Growth GDP 0.019 0.041 -0.308 0.686 6 308
Gross debt 73.236 34.695 3.765 212.449 6 308
Inflation 0.018 0.038 -0.266 0.519 6 308
FRSI 0.297 0.962 -1.04 2.722 6 308
Election 0.257 0.437 0 1 6 308

Pre-Election 0.248 0.304 0 1 6 308
Post-Election 0.253 0.307 0 1 6 308
Pre-Election [run.] 0.184 0.283 0 1 6 308
Pre-Election [not run.] 0.064 0.189 0 0.946 6 308
Pre-Election [run.] R 0.1 0.225 0 1 6 308
Pre-Election [run.] L 0.067 0.193 0 0.949 6 308
Post-Election [cha.] 0.131 0.252 0 1 6 308
Post-Election [no cha.] 0.123 0.25 0 1 6 308
Post-Election [cha.] R 0.059 0.179 0 0.987 6 308
Post-Election [cha.] L 0.058 0.181 0 0.946 6 308

Note: As a reminder, the first three variables presented in the Table (Growth spending, Growth tax rate and
(log) GDP per capita) are expressed as growth rates per capita and represent respectively the growth rate of
regional public spending, tax level on income and GDP. Growth GDP represents the growth rate of nominal GDP,
Gross Debt the variation of general government debt and Inflation the growth rate of the GDP price index. For
more information on FRSI, the level of respect of fiscal rules, refer to subsection 3.2 and for more information
on our electoral measures (Election, Pre-Election and Post-Election and their different categorizations), refer to
subsection 3.3.

FRSIs serve as indicators of the extent to which fiscal rules constrain policy discretion. Higher
FRSI values indicate stronger constraints on governments’ ability to implement discretionary fiscal
policies and vice versa. FRSI values for each EU country are presented in Figure B1 in Appendix B
for 2000, 2010 and 2020.

3.3. Electoral data
Traditionally, elections are analyzed using a simple dummy variable (Election), that equals 1

during an election year and 0 otherwise. However, using such a dummy variable can lead to signif-
icant model mis-specifications. Specifically, Haynes and Stone (1989) argue that such a variable
does not capture nuances, especially when elections occur early or late in the year. For example,
an election occurring in January 2017 would not adequately represent pre-electoral dynamics if
the dummy is only active for that year. Similarly, post-electoral effects may be misinterpreted if
elections occur late in the year.
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To address these concerns, Franzese (2000) proposes an electoral index that accounts for the
proportion of a given year falling within pre- or post-electoral periods, adjusted for election cycles
of 12 months. In the case of a pre-electoral index, labeled Pre-Election, the index is computed as
follows:

Pre-Election𝑖,𝑡 =
(𝑀 − 1) + 𝑑/𝐷

12
(1.a)

Pre-Election𝑖,𝑡−1 =
12 − [(𝑀 − 1) + 𝑑/𝐷]

12
(1.b)

for a given country 𝑖 and year 𝑡, where 𝑀 represents the month of the election, 𝑑 denotes the exact
day of the scrutiny, and 𝐷 is the total number of days in month 𝑀 .

As exemplified by Oriola (2023), an election that occurred on January 23, 2004, would result in
an index value of 0.938 for 2003 and 0.062 for 2004, indicating that 93.8% of the one-year period
before the election falls within 2003, while 6.2% falls within 2004. Similarly, a post-electoral index
(Post-Election) is calculated by reversing this process.15 This approach distinguishes between the
effects of an upcoming election (Pre-Election) and the aftermath of a recent one (Post-Election).
Careful computation of these indexes is essential to avoid bias.

Several considerations are necessary. First, for elections with multiple rounds, we use the exact
day of the last round, as campaigns remain influential during inter-round periods. Second, in cases
where multiple elections occur in the same year, only the last election in the year is considered.16

Third, if elections span consecutive years, the electoral index may exceed 1 as we would consider
the sum of each election index. In such instances, the indexes take the value of 1, indicating that the
entire year is within a pre-electoral or post-electoral period. Fourth, since our focus is on national
elections, the type of election must align with the type of electoral regime: parliamentary or general
elections for parliamentary regimes and presidential elections for presidential regimes.17 Finally,
our analysis requires us to account for elections that fall outside our sample period. Specifically,
a country holding an election in 2023 (1994) experiences a pre-electoral (post-electoral) period
in 2022 (1995). Consequently, we include data on elections occurring outside our sample period,
capturing the pre-electoral period for 2023 elections and the post-electoral period for 1994 elections.

The precise election dates come from Oriola (2023), supplemented with additional data collec-
tion from the Database of Political Institutions (DPI) provided by Beck et al. (2001) and the work
of Nohlen and Stöver (2010). Out of the 700 periods studied, we identify 181 national electoral

15For Post-Election, an election on January 23, 2004, would yield an index of 0.938 in 2004 and 0.062 in 2003.
16In our dataset, three countries are characterized by two elections within the same year: Bulgaria in 2021, Greece in

2012 and 2015 and Spain in 2019.
17However, in the case of Bulgaria and Estonia, which are classified as mixed regimes, parliamentary elections are

considered based on DPI classification designation as “Assembly-Elected President” (Beck et al., 2001).
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periods, constituting approximately 26% of the dataset, representing an election every 4 years on
average. This distribution is represented in Figure 2, which shows the annual count of national
elections held within the sample.

Finally, we split elections into subcategories designed to investigate opportunistic and partisan
PBCs specifically. First, to analyze opportunistic PBCs, we categorized elections based on whether
the head of government participates in upcoming election. Incumbents not seeking reelection are
unlikely to adjust economic policy before elections they are not contesting. Thus, we constructed
two variables: Pre-Election [run.] for elections where the incumbent is a candidate, and Pre-
Election [no run.] for elections where the incumbent is not involved. These pre-electoral indexes
are particularly well-suited for studying opportunistic PBCs. As theorized by Nordhaus (1975),
opportunistic PBCs involve pre-electoral economic adjustments, such as reducing unemployment,
to increase incumbent’s popularity. However, incumbents not running for reelection have little
incentive to implement these policies.

For partisan PBCs, we categorized elections into two groups: those where the ideology of
the incumbent remains unchanged after the election (variable Post-Election [no cha.]) and those
where it changes (variable Post-Election [cha.]). These electoral indexes are particularly suited to
study partisan PBCs because, as stated by Hibbs (1977), partisan PBCs arise when elections lead
to shifts in the partisanship of the incumbent. Consequently, we expect partisan PBCs to be most
pronounced when Post-Election [cha.] equals 1.

The distribution of national elections across subcategories is presented in Figure 2. The left-side
figure categorizes electoral periods based on whether the incumbent is replaced (New incumbent,
variable Post-Election [cha.]) or remains in power (Same incumbent, variable Post-Election [no
cha.]). The right-side figure focuses on whether the incumbent is a candidate in the upcoming
election (Incumbent run., variable Pre-Election [run.]) or not (Incumbent not run., variable
Pre-Election [not run.]). These visualizations help to illustrate how electoral dynamics relate to
changes in incumbency and candidate participation, key factors in understanding the opportunistic
and partisan motivations that lead to the appearance of PBCs.

3.4. Ideology of heads of government
To analyze our electoral results thoroughly, it is essential to gather additional information about

the political context surrounding elections. For instance, a newly elected incumbent that shares
the ideology of the previous one would not implement a significantly different economic policy,
leading to an absence of partisan cycle. Moreover, significant differences between right-wing and
left-wing incumbents may appear in terms of opportunistic behavior (Persson and Svensson, 1989;
Milesi-Ferretti and Spolaore, 1994).

We collect most of the information on elections from the DPI (Beck et al., 2001). From this
dataset, we extract data on political regime (variable system), election types (variables legelec and
exelec), and the ideology of the incumbent government (variable execrlc). When necessary, we
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Figure 2: Distribution of national election dummies (Election, Election [cha.], Election [no
cha.], Election [run.] and Election [not run.])
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Note: The figure shows the distribution of our variable Election per year. As a reminder, if two elections take place
in the same country within the same year, we only consider the last election. On the left-side figure, New incumbent
represents elections in which the incumbent is not reelected (variable Election [cha.] equals 1) and Same incumbent
represents elections in which the incumbent is reelected (variable Election [no cha.] equals 1). On the right-side
figure, Incumbent run. represents elections in which the incumbent is running for its reelection (variable Election
[run.] equals 1) and Incumbent not run. represents elections in which the incumbent is not running (variable Election
[not run.] equals 1).

adjusted and updated these variables to ensure their accuracy.

Subsequently, we compute our variable Ideology reflecting the ideology of the head of the gov-
ernment among 4 possibilities: right, center, left, and independent.18 Given that we have annual
data, computing these variables can be complex. For clarity, we assign these variables to the head

18The independent category is not standard in the literature, but it is necessary in our case as a significant number of
heads of government are not affiliated with any political party, particularly in Eastern European countries.
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of government who held office for the longest duration within each year. We present information
on the head of states in Table B1 in Appendix B with the official name of the position held by the
head of government.

In many countries, the classification of the ideology of the government can be ambiguous, due
to the frequent occurrence of coalition governments (Müller et al., 2016). To tackle this issue, we
only consider the partisanship of heads of government to avoid complex measurement of right-left,
right-center, or left-center coalitions. Partisanship details are presented in Table B2 in Appendix B.

Since our partisan classification differs from the DPI’s, we provide a complete list of modifica-
tions to the World Bank classification in Table B3 in Appendix B.19 Moreover, when the DPI has
no information or the classification seemed puzzling, we used the database compiled by Armingeon
et al. (2021) to complete our information.20

We present our classification of the ideology of heads of government for EU members in Fig-
ure 3. Our data show a majority of right-wing head of governments (around 40%), followed by
left-wing (around 35%), center (around 20%), and independent (around 5%).

While informative, we avoid directly using this classification in our estimates to reduce noise
in the measure. Instead, we focus on the ideology of the head of government before and after
the election to construct two ideology variables: Pre-Ideology and Post-Ideology. These variables
are constructed based on the same classification as our main variable Ideology (i.e., right, center,
left and independent) but are specifically tailored to capture the ideology of the incumbent head
of government at the time of the election (Pre-Ideology) and the ideology of the newly elected
head of government (Post-Ideology). This approach allows for a more precise measurement of
the ideologies of heads of government directly involved in the election. However, we present the
variable Ideology in Figure 3 for clarity reasons.

4. Methodology

To further study the impact of fiscal rules strength on the implementation of PBCs, we closely
follow the econometric specification proposed by Gootjes et al. (2021) and estimate the following
equation:

19Specifically, when the DPI computes a value of “0”, it indicates an absence of information, and when the DPI
computes a value of “NA”, it means that there is no executive power. By focusing on heads of government, we can
provide a balanced measure for our variable Ideology, as an absence of executive power does not imply the absence
of government.

20Specifically, two cases were problematic in terms of ideological classification: the Liepāja Party in Latvia and the
Freedom Movement in Slovenia. For the first case, we considered this as a center party because it is part of the Union
of Greens and Farmers at the national level, which is a center party. In the second case, our classification is based
on several sources considering the party as a center party. Among others, the reader can refer to the Foundation for
European Progressive Studies or the French journal Le Monde.

16

https://feps-europe.eu/the-fight-of-slovenian-citizens-for-european-values/
https://feps-europe.eu/the-fight-of-slovenian-citizens-for-european-values/
https://www.lemonde.fr/en/international/article/2022/04/24/exit-polls-show-opposition-winning-by-a-landslide-slovenian-parliamentary-election_5981524_4.html


Figure 3: Partisanship distribution of heads of government
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Note: The bars represent the distribution of heads of government based on their partisan affiliation. As a reminder, we
consider the head of government that is in power for the longest period of time within each year. An “independent”
category is included to account for the significant number of leaders who cannot be clearly classified within the
traditional right-center-left spectrum.

𝑌𝑟,𝑡 = 𝛽1𝑌𝑟,𝑡−1+ 𝛽2𝐹𝑅𝑆𝐼𝑖,𝑦 + 𝛽3𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛𝑖,𝑡 + 𝛽4𝐹𝑅𝑆𝐼𝑖,𝑡 ×𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛𝑖,𝑡 + 𝛽5𝑋𝑟,𝑡 + 𝛽6𝑍𝑖,𝑡 +𝛾𝑡 +𝜀𝑟,𝑡 (2)

where 𝑌𝑟,𝑡 is either the growth rate of government spending or taxes on income and wealth, both
in per capita terms (Growth spending and Growth tax rate, respectively) for region 𝑟 in year 𝑡.
The one-year lag of the dependent variable accounts for path dependence, reflecting the tendency
of governments to formulate multi-year budgetary plans for their anticipated terms in office or
implement fiscal adjustments in response to budgetary pressures. 𝐹𝑅𝑆𝐼𝑖,𝑡 is the index of the qual-
ity and strength of the national and supra-national fiscal rule, 𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛𝑖,𝑡 is one of our national
electoral measures, 𝐹𝑅𝑆𝐼𝑖,𝑡 × 𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛𝑖,𝑡 represents the interaction term between 𝐹𝑅𝑆𝐼𝑖,𝑡 and
𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛𝑖,𝑡 . 𝑋𝑟,𝑡 is a vector of control variable at regional level: the lagged log regional real GDP
per capita ((log) GDP per capita(t-1)) and regional current inflation (Inflation). 𝑍𝑖,𝑡 is a vector of
lagged control variable at the national level: the national growth rate of nominal GDP (Growth
GDP(t-1)) and the national public-debt-to-GDP ratio (Gross Debt(t-1)) Finally, 𝛾𝑡 are time fixed
effects to accounts for general trends in fiscal variables across the EU and 𝜀𝑖,𝑡 is the i.i.d. error term.

17



In this specification, the interaction term between 𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛 and 𝐹𝑅𝑆𝐼 is expected to shed light
on the hypothesis that strong fiscal rules reduce PBCs. At the margin, the total effect of increasing
the strength of fiscal rules can be calculated by examining the partial derivative of the fiscal variable
with respect to the election variable as described in Equation 3:

𝜕𝑌𝑟,𝑡

𝜕𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛𝑖,𝑡
= 𝛽3 + 𝛽4𝐹𝑅𝑆𝐼𝑖,𝑡 (3)

The coefficient 𝛽3 represents the partial derivative of 𝑌𝑟,𝑡 with respect to 𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛𝑖,𝑡 when
𝐹𝑅𝑆𝐼𝑖,𝑡 = 0. In line with the literature on opportunistic PBCs, we expect 𝛽3 to be positive and sig-
nificant when considering public spending for the opportunistic PBCs and in the absence of fiscal
rules. The interaction term (𝐹𝑅𝑆𝐼𝑖,𝑡 × 𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛𝑖,𝑡) is included to test the hypothesis that strong
fiscal rules mitigate PBCs. This hypothesis implies that the marginal effect of 𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛𝑖,𝑡 should
become negative and significant at high levels of 𝐹𝑅𝑆𝐼 in the case of an opportunistic PBC. To
evaluate this, the partial derivative of 𝑌𝑟,𝑡 with respect to 𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛𝑖,𝑡 is calculated at the maximum
observed levels of FRSI in the sample.21 However, in the equation for taxes, the expected signs of
the coefficients are reversed in the case of opportunistic PBCs.

In a partisan PBC, public spending is expected to decrease (𝛽3 < 0) under a newly elected
right-wing head of government and increase (𝛽3 > 0) under a newly elected left-wing head of
government. For taxes, these signs are expected to reverse.

An important concern is that fiscal rules are likely to be endogenous to government spending
or taxation. This implies that the FRSI index correlates with the error term in Equation 2 leading
to inconsistent estimates of the causal effect of fiscal rules on PBCs. In particular, reverse causality
could arise, as higher fiscal deficits may prompt governments to implement stronger fiscal rules
and conversely.

To address these endogeneity concerns, we adopt the diffusion argument proposed by Caselli
and Reynaud (2020) and use the average FRSI of economically similar countries within the EU
as an instrument for domestic FRSI. We define three groups of countries based on comparable
economic conditions.22 When needed, this computation of FRSI is referred to as FRSI [instr.],
otherwise, we consider that FRSI refers to this instrumented version.

The diffusion argument assumes that the characteristics of fiscal rules in neighboring countries
would positively influence the characteristic of the fiscal rules within the domestic country. The
literature in social sciences explores mechanisms that might encourage countries to adopt reforms
based on neighboring countries’ adoption. These mechanisms can include peer pressure, peer

21Standard error calculations are based on the “delta method”, an approximation suited to large samples.
22The first group includes Austria, Belgium, Denmark, Finland, France, Germany, Ireland, Luxembourg, the Nether-

lands, and Sweden. The second group comprises Bulgaria, Croatia, Cyprus, Czech Rep., Estonia, Hungary, Latvia,
Lithuania, Poland, Romania, and Slovenia. The third group consists of Greece, Italy, Portugal, and Spain.
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learning, imitation effects to signal credibility to financial markets, and others (e.g., Simmons
et al., 2007; Shipan and Volden, 2008 or Ardanaz et al., 2021).

Anecdotal evidence suggests that fiscal behavior is often influenced by the actions of neighbor-
ing nations. For instance, following the 2008 financial crisis, many Southern European countries,
such as Italy, Greece, Portugal and Spain, faced scrutiny for their high debt levels and deficits.
As Spain and Portugal adopted austerity measures to comply with the SGP, others in the region
felt pressured to implement similar measures. This pressure stemmed from fears of isolation or
exclusion from EU support mechanisms (López-Villavicencio and Zoumenou, 2025).

A similar pattern is evident in Northern Europe, where Germany’s strict adherence to fiscal
rules has influenced other countries in the region. Germany’s model of fiscal discipline inspired
nations such as Austria, Finland and the Netherlands, to adopt equally stringent fiscal policies,
creating a bloc of "fiscal hawks" within the EU.

In Eastern Europe, the early 2000s EU accession process prompted several countries to comply
with EU fiscal rules to signal stability and readiness. For instance, Poland implemented tighter
fiscal measures to meet the accession criteria, prompting neighboring countries like Czechia and
Slovakia to follow suit. This alignment was driven by both competition and a desire to avoid being
left behind in the EU integration process.

Similarly, Nordic countries – Denmark, Finland, Norway and Sweden – have exhibited patterns
of mutual fiscal influence. Despite not being part of the Euro-zone, Denmark and Sweden have
often aligned their fiscal policies with Finland, an EU member. In the 1990s, Sweden’s severe
banking and fiscal crisis led to significant reforms, inspiring Norway and Denmark to adopt similar
approaches to maintain fiscal performance comparable to their Nordic peers. This interdependence
persists as these countries continue to coordinate their fiscal policies to maintain economic cohe-
sion in the region.

We report the key estimated coefficients from the first-stage regressions of the instrumental
variable models in Table A1 available in Appendix A. These estimates show that the strength and
quality of domestic fiscal rules (FRSI) are significantly influenced by the average values observed
in comparable countries within the region, reinforcing the validity of our instrumentation.

Our estimations are performed using a Two-Stage Least Squares (2SLS) estimator in which
FRSI and FRSI × Election are instrumented by the mean of fiscal rules strength across the three
country groups presented above.

5. Benchmark results

In this section, we present and discuss our main empirical findings. First, we show the bench-
mark results which represent average electoral effects on a panel of NUTS 2 regions. Second, we
mention some robustness checks performed on these baseline results. Third, we go one step further
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by exploiting the granularity of our dataset to explore the effects of fiscal rules on shaping PBCs
at the country and NUTS 1 levels. Finally, we estimate our main model using a panel of NUTS 2
data, focusing on Germany and France.

For clarity reasons, we discuss our results through different hypotheses concerning the expected
outcomes.

5.1. A naive PBC in the presence of fiscal rules in Europe
Benchmark results focus on a naive definition of PBCs. We consider as a PBC any modification

of public spending and tax levels during national electoral years, without explicit consideration of
the motivations underlying these changes.

Under this naive definition of PBCs, we hypothesize that a high level of FRSI should mitigate
electoral fluctuations in fiscal instruments. This mitigation occurs primarily through the promotion
of sound fiscal policies and constraints on incumbent behavior. Based on this rationale, we propose
the following two hypotheses:

Hypothesis 1.a (H1a): Public spending and tax rates are significantly different in election years

Hypothesis 1.b (H1b): Naive PBCs are significantly reduced by strong fiscal rules, i.e., high FRSI

To test these hypotheses, we estimate the average impact of national elections on regional fiscal
policy instruments in European regions, as specified in Equation 2, using the FRSI variable as an
instrument for fiscal rule strength (see section 4). The results of these estimations are reported
in the first section of Table 2. Furthermore, to assess the mitigating role of strong fiscal rules on
PBCs, we estimate Equation 3, focusing on the scenario where the FRSI variable reaches its panel
maximum value. These findings underscore the potential dampening effect of strong fiscal rules
on electoral fiscal manipulation and are presented in the bottom part of Table 2.

In Table 2, we present separate regression results for the two regional fiscal policy instruments:
the growth rate of public spending per capita (Growth spending) and the growth rate of taxes on
income and wealth per capita (Growth tax rate). Columns (2.1) and (2.3) include our baseline
electoral measure, represented by a naive dummy variable (Election) that equals 1 during national
election years and 0 otherwise. In columns (2) and (4), we extend the analysis by incorporating
the interaction term between Election and our instrument of fiscal rule strength (FRSI).

H1a. Column (2.1) in Table 2 shows that the estimated coefficient for Election is statistically
significant at the 1% level, indicating a positive impact of national elections on regional public
spending. This result supports the hypothesis, which asserts that regional fiscal policies are
influenced by national elections. However, we fail to identify a significant and direct impact of
national elections on regional tax rates on income and wealth. This is further supported by columns
(2.2) and (2.4), which show a strongly significant coefficient of Election for public spending and
an insignificant coefficient for tax rates. Together, these results confirm the existence of a PBC in
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regional fiscal policy, characterized by an increased growth rate of regional public spending during
national elections. Moreover, it aligns with the existing literature on PBCs in local fiscal policy.
For example, evidence from Sweden and Finland demonstrates increased public employment at
the local level in election years (Dahlberg and Mörk, 2011). Similarly, Kitsos and Proestakis
(2021) show that Greek municipalities increase public spending prior to national elections, fueled
by central government funding.

H1b. Examining our second hypothesis, the coefficients for FRSI are negative and insignificant
in columns (2.1) to (2.4), highlighting an absence of direct effect of the strength of national fiscal
rules on regional fiscal policies. However, the interaction terms between FRSI and Election are
negative and significant at the 1% level in column (2.2). This indicate that strong national and
supranational fiscal rules reduce the growth rate of regional public spending only in national elec-
tion years. We interpret this result as a mitigation of regional PBCs due to spending constraints.
Importantly, when fiscal rule strength reaches its observed maximum – such as in Bulgaria during
the 2020–2022 period – the marginal effect of elections remains negative and significant, under-
scoring the restraining effect of stringent fiscal rules on electoral fiscal manipulations.

Interestingly, the interaction term between Election and FRSI for tax rates offers a different
insight. The interaction term in column (2.4) is both significant and negative at the 1% level.
Strong fiscal rules induce a reduction in the growth rate of regional tax rates during national elec-
tion years. While stringent fiscal rules effectively curb spending manipulation, they encourage tax
policy manipulation, with tax rate reductions becoming significant under strong fiscal rules. This
finding is in line with research on Germany that identifies political cycles in local business tax
policies, with rates reductions in election years followed by subsequent increases (Foremny and
Riedel, 2014). A similar phenomenon is observed in Italian municipalities, where real estate tax
rates decrease during election periods (Alesina and Paradisi, 2017). Moreover, this effect is more
than twice as important at the highest level of FRSI, going from -0.016 to -0.039.

When tight rules restrict their ability to manipulate public spending, governments may pivot
toward more politically expedient tools, such as tax reductions, which deliver immediate and vis-
ible benefits to voters. Additionally, because many fiscal rules focus primarily on expenditure
ceilings rather than limiting revenue flexibility, governments often retain greater latitude to adjust
tax policies. These factors suggest that stringent fiscal rules may redirect PBCs from spending to
taxation. This reallocation effect is consistent with recent evidence on the political timing of tax
reforms (Fuest et al., 2024; Rossel Flores et al., 2024), highlighting a form of “creative accounting”
where fiscal constraints on spending lead to compensatory adjustments in tax policy.

5.2. Robustness
Our key findings are supported by a series of robustness checks, detailed in Table A2 available

in Appendix A. First, we re-estimate our main model using a standard OLS estimator with time
fixed effects, omitting the instrumentation of FRSI, as shows in columns (2)𝐹𝐸 and (4)𝐹𝐸 . While
these estimates do not address the critical issue of endogeneity related to fiscal rule strength, they
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Table 2: Benchmark results: Naive PBC

Govvernment spending Tax rate
(2.1) (2.2) (2.3) (2.4)

Growth spending(t-1) 0.025 0.027
(0.019) (0.019)

Growth tax rate(t-1) -0.035 -0.032
(0.023) (0.023)

Election 0.008*** 0.010*** -0.001 0.004
(0.001) (0.002) (0.003) (0.003)

FRSI -0.003 -0.002 -0.006 -0.003
(0.005) (0.005) (0.011) (0.011)

Election × FRSI -0.006*** -0.016***
(0.001) (0.003)

(log) GDP per capita(t-1) -0.016* -0.016* 0.039 0.038
(0.008) (0.008) (0.025) (0.025)

Growth GDP(t-1) 0.148*** 0.152*** 0.050 0.061
(0.040) (0.040) (0.045) (0.045)

Gross debt(t-1) -0.000*** -0.000*** -0.000 -0.000
(0.000) (0.000) (0.000) (0.000)

Inflation 0.298*** 0.298*** 0.308*** 0.306***
(0.037) (0.038) (0.067) (0.067)

PBC with highest FRSI
for Election -0.007** -0.039***

(0.003) (0.006)

Nbr. observations 6 078 6 078 6 072 6 072
K-P rk p-value 0.000 0.000 0.000 0.000
J statistic p-value 0.000 0.000 0.000 0.000

* 𝑝 < 0.05, ** 𝑝 < 0.01, *** 𝑝 < 0.001. Standard error in parentheses are robust. Estimations are performed
with a two-stage least squares estimator with time fixed effects. When introduced, FRSI and Election × FRSI
are instrumented by their mean across different country groups. For more information on the instrumentation,
refer to section 4. PBC with highest fiscal rules corresponds to the sum of the coefficients of 𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛 and
𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛 × 𝐹𝑅𝑆𝐼 evaluated at the sample maximum of the FRSI. Kleibergen-Paap (K-P) rk statistic is a test for
weak identification of the instruments. Sargan-Hansen J statistic is a test for over-identification restriction.

confirm that strong fiscal rules significantly reduce tax rates during national election years (see
column (4)𝐹𝐸 ). Surprisingly, a positive and significant coefficient for Election appears when con-
sidering the highest level of FRSI, likely reflecting endogeneity issues.

Second, we explore an alternative approach to instrument FRSI using its one year lagged value,
as presented in columns (2)𝑙𝑎𝑔 and (4)𝑙𝑎𝑔. These estimates align closely with our main results
reported in Table 2, reinforcing the robustness of the reallocation effect described above.

Finally, we estimate Equation 2 at the NUTS 3 regional level in column (2)𝑁𝑈𝑇𝑆3. Despite a
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positive coefficient for FRSI [instr.], the results consistently show that strong fiscal rules mitigate
public spending-related PBCs. However, due to data limitations, we were unable to estimate the
model for tax rates at this level, preventing us from validating the reallocation of PBCs toward tax
rates.

5.3. A closer look at country and regional heterogeneity
The high granularity of our data allows for a detailed analysis of PBCs and the mitigating effect

of national fiscal rules at both country and regional levels. Specifically, at the country level, we
present the estimated average effects corresponding to the first part of Table 2 on the left-side of
Figure 4. On the right-side of Figure 4, we display the estimated average effects calculated under
the maximum national level of FRSI, which corresponds to the bottom part of Table 2 on the
right-side of Figure 4.23 Following the same methodology, we estimate and present the average
effects at the NUTS 1 level in Figure 5.

In both national and NUTS 1 analyses, datasets are constructed using the NUTS 2 classification
and subsequently aggregated to produce estimates at the NUTS 1 and country levels. However,
some EU countries cannot be split into multiple NUTS 1 regions. This is the case of Croatia,
Czech Rep., Denmark, Finland, Estonia, Ireland, Portugal and Slovenia. Furthermore, in some
cases, there are insufficient observations at the NUTS 2 level to obtain robust estimates for some
NUTS 1 regions. These regions appear in gray in the figures.24

Figure 4 illustrates the estimated coefficients for Election at the country level. Darker colors
represent stronger PBCs, i.e., larger positive (negative) significant coefficients on the growth rate of
public spending (tax rates). Overall, Figure 4 supports H1a and evidences significant heterogeneity
in fiscal policies during national election periods. Our results also confirm that strong fiscal rules
generally mitigate election-driven public spending fluctuations, consistent with H1b. Nevertheless,
PBCs continue to manifest in many European countries through tax reductions, particularly where
fiscal rule strength is high.

Regarding public spending, the most pronounced national PBCs are observed in Spain, fol-
lowed by Austria, Czechia, Denmark, Germany, Ireland, Lithuania and Slovenia. In contrast, no
significant PBCs are found in Belgium, France, Greece, or Romania. The rest of the countries
exhibit moderate effects, with smaller yet significant coefficients aligning with hypothesis H1a.
Under strong fiscal rules, most countries exhibit reduced electoral fluctuations in public spending,
supporting H1b. Note that the Czech Republic has strong PBCs regardless of the stringency of
fiscal rules. Surprisingly, four countries show higher PBCs in public spending under strong fiscal

23Unlike the average effects estimated in subsection 5.1, these country-specific estimates consider each country’s
maximum FRSI value, rather than using the overall sample maximum.

24For example, Île-de-France, which is both a NUTS 1 and NUTS 2 region in France, consists of only 26 observations
covering the period from 1995 to 2022. We excluded these regions from the analysis at this stage. However, it is
possible to use NUTS 3-level data for spending, given the availability of several sub-regions in this case: Paris,
Seine-et-Marne, Yvelines, Essonne, Hauts-de-Seine, Seine-Saint-Denis, Val-de-Marne, and Val-d’Oise. We use
public spending data at the NUTS 3 level for Germany and France in Figure 6 in subsection 5.4 for further analysis.
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rules: Greece, Italy, Finland, and Romania. Although the increases are modest in the first three
countries, the effect is particularly pronounced in Romania.25

As seen in Figure 4, tax rates tend to decrease significantly during election years, particularly
in Bulgaria and Poland, followed by Austria, Croatia, France, Greece, and Poland. In countries
like Bulgaria, France, Greece, and Poland, strong fiscal rules seem to reduce the extent of these
tax cuts. However, in line with our average estimates (see Table 2), strong fiscal rules actually
induce higher tax cuts during election years in several countries (i.e., Belgium, Germany, Ireland,
the Netherlands, Portugal, Romania, Slovenia, Spain, and Sweden). In these countries, fiscal rules
also lead to cuts in public spending during election years, particularly in Germany, Ireland, the
Netherlands, Portugal, Slovenia, Spain, and Sweden. Interestingly, these countries include both
those least affected by the financial crisis and those that recovered quickly. Moreover, Austria
supports only the first part of this reallocation effect (spending cuts), but not the second (tax rate
reductions). Consequently, the reallocation effect discussed in subsection 5.1 is more noticeable
in countries where fiscal policies were less affected by financial crises. This suggests that the
reallocation effect is stronger in situations where fiscal rules limit public spending but the economy
remains string enough to handle tax cuts.

At the regional level (NUTS 1), Figure 5 highlights important heterogeneities between coun-
tries in line with Figure 1. For instance, we confirm the importance of public spending PBCs in
countries like Bulgaria and Spain and their relative absence in Italy or Sweden on the left side of the
Figure. Moreover, Figure 5 demonstrates a relatively low level of intra-country heterogeneity. This
is the case for countries like Austria, Belgium, Bulgaria, France, Greece, Hungary, the Netherlands,
Poland ans Sweden. For example, in France when studying public spending under strong fiscal
rules (right-side of Figure 5), all regions show insignificant PBCs, except for the Hauts-de-France
region, which displays a significant and positive coefficient. In contrast, highly decentralized
countries like Germany and Spain display marked regional differences especially when consider-
ing regional public spending. For instance, Spain’s regions show distinct PBC patterns based on
geographic and economic characteristics.26

Even when accounting for regional disparities, most European regions show significantly higher
(lower) levels of public spending (tax rates) during national election periods, supporting H1a and
H1b. The reallocation effect, where tax policies are used to implement PBCs under spending
constraints, is evident in countries like Ireland, Portugal, Spain and Sweden. However, strong
fiscal rules have a less straightforward impact on PBCs at the regional level than at the national

25This substantial increase may be attributed to the context of the 2009 Romanian presidential election during which
the effective budget deficit rose from 5.4% of GDP in 2008 to 9.5% of GDP in 2009 (European Commission).
Romania also faced significant political instability, marked by frequent changes in prime minister and a closely
contested election, ultimately decided by a margin of just 0.66 percentage points in the second round.

26In Spain, on the left-side of Figure 5, the South (Andalucía and Region de Murcia) and Center (Castilla y León,
Castilla-La Mancha and Extremadura) regions exhibit larger increases in public spending, while the East (Cataluña
and Comunidad Valenciana) and Northeast (Aragón, Navarra, La Rioja and Pais Vasco) regions are affected by
lower PBCs. PBCs are even lower in the Northwest (Asturias, Cantabria and Galicia) region.
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Figure 4: PBC at the country level. Public spending and taxes to households.
(Country level estimates using NUTS 2 data)

Note: The estimated coefficients for each country are obtained from NUTS 2 level data. PBCs with strong fiscal rules
are evaluated at the maximum level of FRSI of the country during the period. Darker colors indicate a higher PBC.
Non-significant coefficients are set equal to zero. The gray zones show regions with not enough observations.

level.
Given the complexity of interpreting these disaggregated estimates, we provide a detailed

interpretation of regional PBCs in Germany and France in subsection 5.4.

25



Figure 5: PBC at the regional NUTS 1 level. Public spending and taxes to households
(NUTS 1 level estimates using NUTS 2 data)

Note: The estimated coefficients for each NUTS 1 region are estimated using NUTS 2 level data. PBCs with strong
fiscal rules are evaluated at the maximum level of FRSI of the country during the period. Darker colors indicate a higher
PBC. Non-significant coefficients are set equal to zero. The gray zones show regions with not enough observations.

5.4. Case Study: Germany versus France
In Figure 6, we present estimates for NUTS 2 regions in both Germany and France for public

spending.27 Maps on the left-side of the figure show regional PBC coefficients for public spending,
while the maps on the right side show the same outcome under the highest level of national FRSI

27NUTS 2 datasets are aggregated from NUTS 3 classification. Unfortunately, data on tax rates are unavailable at this
regional scale.
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over the period.

These two countries offer a compelling comparison for analyzing regional PBCs, as they are
the two largest economies in the European Union while differing significantly in their electoral and
political systems. Germany is a decentralized country with a proportional representation system,
whereas France is highly centralized, employing a majoritarian rule in elections.

Consistent with H1a, we observe that regional public spending increases significantly during
national election years in both countries. Specifically, 10 out of the 14 German länders and 7 out
of the 13 French regions exhibit a significant and positive PBC coefficient for public spending.
However, the magnitude of these effects differs. In Germany, the effects are more heterogeneous,
reflecting a broader variation across regions while in France, the estimated coefficients are relatively
modest, ranging between 0.01 and 0.10.

5.4.1. Germany
In German länders, PBCs can be categorized into three distinct levels. First, four länders

exhibit limited PBCs, with coefficients ranging from 0.01 and 0.10: Brandenburg, Mecklenburg-
Vorpommern, Nordrhein-Westfalen and Rheinland-Pfalz. Second, three länders show moderate
PBCs, with coefficient between 0.10 and 0.20: Baden-Württemberg, Bremen and Thüringen.
Lastly, three länders exhibit very pronounced PBCs, with coefficients exceeding 0.30: Hessen,
Saarland and Sachsen.

Regions with significant and high PCBs in Germany are predominantly governed by the Chris-
tian Democratic Union (CDU) during most of the study period. These include Baden-Württemberg,
Hessen, Thüringen, Saarland, and Sachsen.28 This result, in line with H1a, underscores the im-
portance of partisan dynamics regarding the presence of PBCs.

Under stringent fiscal rules, PBCs in public spending become insignificant across all German
länders, except for Schleswig-Holstein, where significant PBCs persist. This supports, again,
the hypothesis that strict fiscal rules appear to mitigate PBCs in regional public spending (H1b).
However, due to data limitations at the NUTS 2 level, we cannot assess whether tax rates might act
as substitutes for public spending in implementing PBCs, as observed at the NUTS 1, national or
average levels.

28However, Sachsen-Anhalt presents a distinct case. Despite also being led by the CDU for much of the period,
its electoral landscape is marked by competition among three to four major parties and the influence of more
radical political groups. For instance, the Party of Democratic Socialism (now part of Die Linke) has consistently
secured 15–25% of the vote since 1998, while the Alternative for Germany has garnered approximately 25% since its
creation in 2013. This electoral complexity forces traditional parties, particularly the CDU, to form coalitions—most
commonly with the Social Democratic Party or the Free Democratic Party. These coalitions are likely to constrain
the CDU’s ability to implement PBCs.
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5.4.2. France
The situation in France exhibits less variation in PBCs compared to Germany. Regional PBCs

in public spending are observed in 7 regions.29 These regions, while diverse in their political land-
scapes, share a historical reliance on agriculture and a relative importance of industry in the past.
In contrast, the remaining French regions display no significant PBCs, except for Provence-Alpes-
Côte d’Azur, where a notable decrease in public spending is observed during national election
years. These findings reflect the centralized nature of French political system, which results in
relatively uniform regional outcomes compared to Germany.

This centralization is further highlighted by the absence of a clear relationship between regional
PBCs and the political partisanship of the Conseils Régionaux. Unlike Germany, where partisan
dynamics are critical, regional PBCs in France seem driven by opportunism rather than partisan-
ship. In other words, regional PBCs in France are primarily influenced by the national government
strategic efforts to influence public opinion during election years, rather than reflecting the political
priorities or strategies of regional government. In essence, the central government appears to use
regional spending as a tool for national electoral gains.

Consistent with findings for Germany, regional estimates for France support H1b, indicating
that strong fiscal rules mitigate PBCs in regional public spending across most regions. However,
a notable exception is the Île-de-France region, which exhibits significant PBCs exclusively under
stringent fiscal constraints. This exception is particularly significant given France’s centralized
governance structure, where Île-de-France, and especially Paris, holds outsized political and eco-
nomic influence. The persistence of PBCs in this region despite strict fiscal rules underscores its
unique role in shaping national electoral outcomes.

In summary, these case studies demonstrate that regional PBCs are strongly influenced by
the country’s political and institutional structure. The findings suggest that opportunistic PBC
theories tend to hold more explanatory power in centralized political systems, where the central
government exercises significant control over regional fiscal decisions. In contrast, decentralized
systems, where sub-national governments enjoy greater fiscal autonomy, are more susceptible to
partisan-driven PBCs. On this point, our results are in line with Galli and Rossi (2002) that
emphasizes partisan cycles in West Germany länders. Consequently, additional investigations are
needed on the motivations behind the implementation of regional PBCs during national election
years.

6. Opportunist and partisan PBCs?

In section 5, we confirm the existence of PBCs in European countries and regions during
national elections and highlight the mitigating role of strong fiscal rules, which restrain spending-
related cycles while shifting the focus toward tax reductions. We also underscore the importance
of institutions, political contexts, and partisanship in shaping regional economic behaviors during

29Bretagne, Bourgogne-France-Comté, Corse, Grand-Est, Hauts-de-France, Normandie and Occitanie.
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Figure 6: PBC at the regional NUTS 2 level. Public spending. Germany and France
(NUTS 2 level estimates using NUTS 3 data)

Note: The estimated coefficients for each NUTS 2 region are estimated using NUTS 3 level data. PBCs with strong
fiscal rules are evaluated at the maximum level of FRSI of the country during the period. Darker colors indicate a higher
PBC. Non-significant coefficients are set equal to zero. The gray zones show regions with not enough observations.

election years. This section builds on these findings by examining both partisan and opportunistic
drivers of electoral cycles and their implications for PBCs.

Within the naive framework discussed in section 5, the expected sign of the electoral measure
cannot be determined with certainty, as it encompasses both partisan and opportunist effects – cap-
turing different pre- and post-electoral dynamics. For example, if opportunistic PBCs dominate, we
anticipate a positive coefficient for the pre-electoral measure in the public spending equation and a
negative coefficient for taxes before elections as the incumbent may try to increase its popularity.
An opportunistic PBC would also lead to a decrease in public spending and an increase in tax rates
after the election as a way to counteract pre-electoral economic policy (Caselli and Reynaud, 2020).
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The remainder of the paper focuses on distinguishing the types of regional PBCs that emerge
during national electoral periods. Specifically, we separate pre-electoral and post-electoral periods
using indices following the methodology of Franzese (2000). This approach enables us to identify
opportunistic PBCs, which occur mainly prior to elections (measured by the variable pre-election),
and partisan PBCs, which arise after elections (measured by the variable post-election).

Additionally, we incorporate qualitative data to capture the specific characteristics of these
cycles, such as the participation of the incumbent head of government in the election, leadership
transitions, and shifts in ideological orientation. On this point, the notion that left-leaning govern-
ments are inclined toward deficit spending frequently appears in political discourse. In contrast,
right-wing governments choose lower taxes in order to maximize private consumption (Müller
et al., 2016). This enriched framework allows for a better understanding of the mechanisms driving
PBCs in the European context.

6.1. Opportunist approach
According to the opportunistic PBC theory (Nordhaus, 1975), fiscal policy typically becomes

more expansionary in the period preceding an election, as incumbents seek to enhance their re-
election prospects. By strategically using fiscal instruments, such as increasing public spending
or lowering tax rates, incumbents aim to signal competence and create favorable macroeconomic
conditions during the campaign period. In the specific context of regional fiscal policy prior to
national elections, we hypothesize that public spending increases and tax rate decreases when
opportunistic PBCs are in effect. These effects are captured by our variable Pre-Election. Based
on this framework, we formulate the following hypothesis:

Hypothesis 2.a (H2a): Public spending increases and tax rate decreases significantly in pre-
electoral periods

By definition, opportunistic PBCs are unlikely to occur if the incumbent has no chances of
reelection or is not seeking reelection (Bohn and Veiga, 2021). To capture this distinction, we
disaggregate the pre-electoral index into two sub-indexes: Pre-Election [run.], which is equal to
Pre-Election when the incumbent is running for reelection, and Pre-Election [not run.], which is
equal to Pre-Election when the incumbent is not a candidate. Based on these considerations we
also test the following hypothesis:

Hypothesis 2.b (H2b): Opportunistic PBCs are more pronounced when the incumbent is running
for reelection

However, this effect is not straightforward. First, an incumbent not seeking for reelection may
increase tax rates to implement unpopular but fiscally necessary policies as a last resort, prioritizing
long-term goals over short-term popularity. This aligns with the framework proposed by Alesina
and Tabellini (1990), which suggest that outgoing governments may use their remaining time in
office to enact ideologically significant or structural reforms. This is particularly important in the
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European context as a significant number of countries are characterized by term limits.

Second, incumbents may strategically implement a “reversed” PBC, raising taxes to constrain
the fiscal flexibility of the incoming government. This tactic, discussed by Persson and Svensson
(1989) or Milesi-Ferretti and Spolaore (1994), allows outgoing governments to disadvantage their
successors, particularly in politically polarized contexts. Such maneuvers could hinder the new
administration’s ability to implement its policies effectively, reducing its popularity and indirectly
benefiting the outgoing party in future elections.

Furthermore, the recent literature on opportunistic PBCs also highlights the potential influence
of partisan motives (Aaskoven, 2021). However, as observed by (Potrafke, 2017), partisan differ-
ences in fiscal behavior have diminished in developed countries since the 1990s, largely due to the
ideological convergence of traditional political parties. To address this evolution, we further refine
our analysis by subdividing Pre-Election [run.] into two categories: Pre-Election [run.] R, which
corresponds to elections where the incumbent represents a right-wing party, and Pre-Election
[run.] L, which corresponds to elections where the incumbent represents a left-wing party. Our
third opportunistic hypothesis is the following:

Hypothesis 2.c (H2c): Opportunistic PBCs differ significantly depending on the incumbent’s po-
litical ideology

Again, our analysis also incorporates the role of fiscal rules on opportunistic PBCs by using the
variable FRSI and its interaction term with pre-electoral measures. This adds a further hypothesis:

Hypothesis 2.d (H2d): Opportunistic PBCs are significantly reduced by strong fiscal rules

Our findings on opportunistic PBCs are summarized in Table 3.30 Columns (3.1) and (3.4)
analyze H2a by using Pre-Election as the main variable to assess its effects on spending and
taxes, respectively. In columns (3.2) and (3.5), H2b is evaluated using the disaggregation of
Pre-Election into Pre-Election [run.] and Pre-Election [not run.]. Finally, columns (3.3) and
(3.6) investigate H2c, focusing on elections where the incumbent is a candidate, distinguishing
between right-leaning and left-leaning incumbents (Pre-Election [run.] R and Pre-Election [run.]
L, respectively). As in Table 2, we evaluate the interaction effects for the highest observed value of
FRSI, highlighting how the strength of fiscal rules modifies these opportunistic behaviors (H2d).

H2a. Our results confirm the existence of opportunistic PBCs in European countries. The coeffi-
cients for Pre-Election are significant and align with theoretical expectations: positive for public
spending and negative for tax rates. These findings are consistent with the naive estimates presented
in Table 2 and underscore the importance of the opportunistic motive as a critical determinant of
regional PBCs during national elections.

H2b. Column (3.2) confirms the presence of a PBC in public spending when the incumbent is
running for reelection, consistent with the hypothesis of opportunistic PBCs. Tax rate dynamics,

30To save space, control variables are present in the estimations but omitted from the following tables.
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however, exhibit a more complex pattern in column (3.5). For elections where the incumbent is a
candidate, our findings support H2b, as tax rates significantly decrease in the 12 months preceding
the election. However, the coefficient for Pre-Election [not run.] is positive and significant at the
1% level, a seemingly contradictory result. While surprising, this outcome can be explained by
the diminished importance of popularity for incumbents not seeking reelection. As a result, such
incumbents may find it easier to implement contractionary fiscal policies, either to advance unpop-
ular ideologically driven agendas or to constrain the behavior of their successors as discussed above.

H2c. Table 3 provides insights into the potential partisan conditionality of opportunistic PBCs
when the incumbent is seeking reelection. For public spending, the results indicate that right-wing
incumbents exhibit broader opportunistic fiscal behavior in public spending. This is evident from
the positive and highly significant coefficient for the electoral variable Pre-Election [run.] R in
column (3.3). In contrast, left-leaning incumbents display a more limited effect, with a positive
and significant coefficient only at the 10% level. For tax rates, column (3.6) shows that both right-
and left-wing incumbents significantly decrease tax rates when running for reelection, although
the reduction is larger for left-wing incumbents.31

These opportunistic effects are more pronounced in the context of exogenously timed elections,
consistent with existing literature. When election dates are fixed, incumbents are compelled to adopt
preemptive fiscal measures to enhance their appeal, as they cannot strategically time elections to
coincide with favorable economic conditions (Inoguchi, 1981). For clarity, these specific estimates
are not included in the main text but are available upon request.

H2d. The final panel of Table 3 explores the impact of strong fiscal rules on opportunistic PBCs,
highlighting notable differences based on partisan orientation. For right-wing incumbents, strong
fiscal rules have minimal influence on their pre-electoral strategic behavior. These governments
continue to enforce pre-electoral increases in public spending, suggesting that fiscal constraints
do not deter their spending-focused electoral strategies. This is confirmed in column (3.6) where
the interaction term with FRSI is significant and positive but becomes insignificant at the highest
levels of FRSI.

Conversely, left-wing incumbents demonstrate a distinct adjustment under stringent fiscal rules.
While they reduce public spending in pre-electoral years, they shift their strategic focus toward
tax reductions. This behavior indicates a reallocation of fiscal manipulation efforts from spending
to tax policy when constrained by robust fiscal rules. This is in line with the reallocation effect
discussed in section 5.

31We also estimate the model for incumbents from center parties. The effects for center incumbents are largely
similar to those for right-wing incumbents, except for a few instances where center governments align with left-wing
behavior. This is unsurprising, as center-right and center-left incumbents tend to adopt policies that reflect their
ideological leanings based on contextual factors (Franzese, 2002). Full estimation results are available upon request.
Independent heads of government, who represent only about 5% of our sample, are not estimated separately due to
their limited sample size.
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In conclusion, the opportunistic motive appears to be a significant driver of European regional
PBCs. Right-wing incumbents tend to focus on public spending to execute these opportunistic
PBCs, while left-wing incumbents prioritize tax reductions, consistent with the reallocation effect
discussed in section 5. Lastly, although strong fiscal rules can mitigate the intensity of these PBCs,
they are insufficient to eliminate them entirely.

33



Table 3: Opportunistic PBCs

Government spending Tax rate
(3.1) (3.2) (3.3) (3.4) (3.5) (3.6)

Growth spending(t-1) 0.026 0.026 0.023
(0.019) (0.019) (0.019)

Growth tax rate(t-1) -0.035 -0.038 -0.045*
(0.023) (0.023) (0.023)

Pre-Election 0.010*** -0.013***
(0.002) (0.004)

Pre-Election [run.] 0.011*** -0.027***
(0.005) (0.010)

Pre-Election [not run.] 0.007 0.034***
(0.002) (0.005)

Pre-Election [run.] R 0.011*** -0.035***
(0.003) (0.007)

Pre-Election [run.] L 0.007* -0.040***
(0.004) (0.006)

FRSI -0.003 -0.003 -0.002 -0.002 0.002 -0.002
(0.005) (0.005) (0.005) (0.011) (0.011) (0.010)

Pre-Election × FRSI -0.004** -0.012***
(0.002) (0.004)

Pre-Election [run.] × FRSI -0.004* -0.002
(0.002) (0.004)

Pre-Election [not run.] × FRSI -0.003 -0.043***
(0.003) (0.008)

Pre-Election [run.] R × FRSI 0.000 0.012**
(0.002) (0.005)

Pre-Election [run.] L × FRSI -0.009** -0.005
(0.004) (0.008)

PBC with highest FRSI

for Pre-Election -0.000 -0.047***
(0.004) (0.008)

for Pre-Election, running -0.001 -0.034***
(0.005) (0.010)

for Pre-Election, not running 0.000 -0.083***
(0.006) (0.015)

for Pre-election, running and right 0.012*** -0.003
(0.005) (0.010)

for Pre-Election, running and left -0.018** -0.054***
(0.008) (0.020)

Controls Yes Yes Yes Yes Yes Yes
Nbr. observations 6 078 6 078 6 078 6 072 6 072 6 072
K-P rk p-value 0.000 0.000 0.000 0.000 0.000 0.000
J statistic p-value 0.000 0.000 0.000 0.000 0.000 0.000

* 𝑝 < 0.05, ** 𝑝 < 0.01, *** 𝑝 < 0.001. Standard error in parentheses are robust. Estimations are performed with a two-stage least
squares estimator with time fixed effects. When introduced, FRSI and Election × FRSI are instrumented by their mean across different
country groups. For more information, refer to section 4. PBC with highest fiscal rules corresponds to the sum of the coefficients of
𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛 and 𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛 × 𝐹𝑅𝑆𝐼 evaluated at the sample maximum of the FRSI. Kleibergen-Paap (K-P) rk statistic is a test for weak
identification of the instruments. Sargan-Hansen J statistic is a test for over-identification restriction. Variable Pre-Election [run.]
represents the pre-electoral index for elections in which the incumbent is running for reelection. Contrarily, Pre-Election [not run.]
represents the pre-electoral index for elections in which the incumbent is not running for reelection.



6.2. Partisan approach
Partisan PBC theory argues that political cycles in fiscal policy arise from the ideological

preferences of incumbent governments. According to this framework, newly elected right-wing
incumbents are expected to stabilize or reduce public spending to curb inflationary pressures,
aligning with their conservative fiscal stance. Conversely, newly elected left-wing incumbents are
predicted to increase public spending to address unemployment and expand public services.

Regarding tax rates, partisan PBCs offer less straightforward predictions. However, it is rea-
sonable to hypothesize that right-leaning governments would limit or decrease tax rates to promote
private consumption or investment, left-wing incumbents might increase taxes to fund their spend-
ing initiatives.

Thus, under this perspective, the average post-electoral effect of partisan PBCs on public spend-
ing should be either positive or neutral, depending on whether there is an alternation of power.
Similarly, for tax rates, partisan PBCs are expected to exhibit more nuanced dynamics that reflect
the fiscal trade-offs faced during ideological shifts.

To investigate these partisan PBCs, we use an electoral index designed to capture the 12-month
period following a national election (Post-Election) in line with Franzese (2000). Our investigation
into partisan PBCs begins with a first testable hypothesis:

Hypothesis 3.a (H3a): Public spending and tax rates are more likely to increase or remain stable
during post-electoral periods.

Partisan effects, however, can be contextually reversed under specific circumstances. One no-
table scenario arises when outgoing governments have pursued highly expansionary fiscal policies
in the preceding years. In such cases, the incoming administrations may implement corrective
measures to stabilize the economy after the election. As suggested by Rogoff and Sibert (1988),
electoral manipulation often leads to fiscal distortions that necessitate subsequent adjustments to
restore macroeconomic balance and ensure fiscal sustainability. For instance, if public spending
was excessively increased or tax rates were lowered for electoral gain (i.e., an opportunistic PBC
was implement), the new government may reverse these measures to reestablish stability.32

The manifestation of partisan PBCs often hinges on whether an ideological shift occurs after
an election. When the incumbent’s ideology aligns with that of their predecessor, policy continuity
tends to limit the scope for partisan effects. By contrast, ideological transitions typically trigger
noticeable fiscal shifts, amplifying the visibility of partisan PBCs. To capture this distinction,

32To examine this hypothesis further, we compute an electoral index, Post-Election [run.], which equals Post-Election
when the incumbent is running for reelection. Opportunistic PBCs are more likely under such circumstances, making
corrective mechanisms particularly relevant. Results suggest that newly elected governments rarely undertake
substantial fiscal corrections, particularly when outgoing administrations likely engaged in pre-electoral expansions.
While these estimates are not included in the main paper, they are available upon request.
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we disaggregated our post-electoral index into two variables: Post-Election [cha.], which applies
when the head of government changes after the election, and Post-Election [no cha.], which applies
when the incumbent remains unchanged.33 This distinction gives rise to the following hypothesis:

Hypothesis 3.b (H3b): Partisan PBCs are more pronounced when the head of government changes
after the election

Partisan effects may also reverse when newly elected governments aim to signal fiscal prudence
and establish economic credibility, particularly during ideological shifts require building trust.
According to Alesina and Tabellini (1990), fiscal conservatism serves as a strategic tool to enhance
a government’s reputation for sound economic management. This strategy is especially relevant
for left-leaning governments, which may face greater pressure to counter perceptions of fiscal
leniency compared to their right-leaning counterparts (Hibbs, 1977). Additionally, this aligns with
the theory of ideological convergence (Potrafke, 2017), whereby governments strategically adopt
fiscal conservatism to appeal to a broader electorate and weaken their opponents’ comparative
advantage.34

Additionally, building on partisan PBC theory which focuses on right-wing and left-wing in-
cumbents, we further analyze transitions involving the election of a right- or left-wing head of
government. These transitions are captured by the variables Post-Election [cha.] R and Post-
Election [cha.] L. This leads to the formulation of the following additional hypotheses:

Hypothesis 3.c (H3c): Partisan PBCs are more pronounced when newly elected incumbents are
explicitly right- or left-wing

Finally, we examine the effect of fiscal constraints on partisan PBCs utilizing the FRSI variable
and its interaction term with post-electoral indexes. This motivated the following hypothesis:

Hypothesis 3.d (H3d): Partisan PBCs are significantly reduced by high FRSI

Our analysis of partisan PBCs is summarized in Table 4. Specifically, columns (4.1) and
(4.4) address H3a, focusing on public spending and tax rates respectively. Columns (4.2) and
(4.5) examine H3b by distinguishing between elections where the incumbent head of government
changes and those where it remains the same. Finally, columns (4.3) and (4.6) explore H3c by
analyzing elections characterized by ideological shifts, specifically distinguishing between right-
wing and left-wing newly elected incumbents. At the bottom of Table 4, we report the estimated

33We adopt a broad definition of changes in incumbency, classifying any replacement of the head of government as
a change, irrespective of ideological differences. In parliamentary systems, cases where the head of government
changes within the same political party are classified as Post-Election [no cha.].

34For instance, right-wing incumbents may increase public spending to attract left-leaning voters, who traditionally
prefer higher public expenditures. Conversely, left-wing incumbents may restrain public spending to project fiscal
responsibility and appeal to right-leaning voters. This strategy aligns reflects the comparative advantage framework,
where parties encroach on their opponents’ perceived policy strengths to neutralize their electoral appeal.
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interaction effects of our post-electoral measures with the the highest observed value of FRSI,
demonstrating how the strength of fiscal rules influences partisan behaviors (H3d).

H3a. Table 4 shows a positive and significant coefficient of Post-Election for public spending
in column (4.1), underlying an average partisan effect. This result aligns with our hypothesis
and suggests that governments increase public spending after their election on average, likely
prioritizing policies that reduce unemployment. Per capita taxes also significantly increase during
post-electoral periods, as indicated in column (4.4). This finding is consistent with the expectation
that partisan PBCs would produce either a positive or a non significant average effect on tax rates.

H3b. In columns (4.2) and (4.5), we differentiate post-electoral periods based on whether the head
of the government remains in power or changes. Surprisingly, column (4.2) confirms the presence
of a partisan PBC in regional public spending, but only when the incumbent remains in power
(Post-Election [no cha.]). This finding aligns with the dual pressures of building trust, as discussed
earlier (Alesina and Tabellini, 1990), and the electoral constraints often observed in Europe, where
many national governments impose term limits, frequently restricting leaders to two terms. As a
result, reelected governments in their final mandates prioritize policies that may constrain the fiscal
flexibility of their successors. This behavior is consistent with theories of “policy entrenchment”,
where outgoing administrations aim to bind future governments by reducing their fiscal room for
maneuver (Persson and Svensson, 1989; Milesi-Ferretti and Spolaore, 1994).

Conversely, still discussing H3b, we find a significant coefficient for tax rates when the incum-
bent head of government changes (Post-Election [cha.]) but insignificant otherwise. Interestingly,
our findings on tax rates do not align with the narrative observed on public spending. Specifically,
no significant variation in tax rates occurs when the incumbent stays the same. Instead, our results
suggest that newly elected governments may adjust tax rates after taking office to create fiscal space
for implementing their future economic policies. For instance, a new left-leaning administration
might raise taxes after assuming power to gain the financial flexibility required to enact partisan
policy goals, i.e., reduce unemployment through future public spending.

H3c. In columns (4.3) and (4.6) of Table 4, we disaggregated Post-Election [cha.] into two
subcategories: elections resulting in the election of a right-wing incumbent (Post-Election [cha.]
R) and those resulting in the election of a left-wing incumbent ((Post-Election [cha.] L). This
classification allows us to examine the fiscal behavior of newly elected incumbents with ideologies
distinct from their predecessors, providing a precise test of the traditional partisan PBC framework
(Hibbs, 1977). Our findings reveal that newly elected left-wing incumbents are uniquely charac-
terized by significant post-electoral fiscal adjustments. Specifically, they decrease public spending
and increase tax rates in the 12-months following their election, prioritizing fiscal consolidation
to establish economic credibility (Alesina and Tabellini, 1990). This behavior suggests that left-
leaning governments strategically use fiscal conservatism as a reputational tool, particularly when
replacing non-left-wing predecessors. Importantly, these fiscal adjustments occur exclusively in
the immediate post-election period and are not observed during “normal” times or in response
to adverse economic shocks. Interestingly, newly elected left-wing governments exhibit higher
regional public spending in the 12 months following a national election when strong fiscal rules
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are in place. This effect becomes more pronounced under the strictest fiscal rules, although signif-
icance is limited to the 10% level. This finding contrasts with the earlier narrative, suggesting that
left-wing governments may increase public spending post-election, which appears to contradict the
credibility argument. One plausible explanation is that stringent fiscal rules serve as a commitment
mechanism, offering a reputational boost that allows left-wing incumbents to pursue higher public
spending without compromising fiscal credibility. However, further investigation is needed to
validate this mechanism.

In contrast, newly elected right-wing incumbents exhibit no significant changes in fiscal policy
orientation following elections, suggesting a preference for maintaining the policy status quo to
satisfy their electoral base. This asymmetry in fiscal behavior highlights the broader dynamics
of reputational strategies, particularly the higher credibility burden faced by left-leaning govern-
ments. These findings align with partisan theory, which asserts systematic differences in the fiscal
objectives pursued by ideologically distinct administrations.

H3d. The mitigating influence of fiscal rule strength on partisan PBCs is examined in Table 4. The
results indicate that strong fiscal rules significantly constrain partisan behavior in public spending,
with the coefficients of the interaction terms being negative and significant in most cases. The
reallocation effect discussed in section 5 is evident in post-electoral fiscal policy: both public
spending and tax rates tend to decline under stringent fiscal rules, with the notable exception of
left-wing administrations in the case of public spending (see column (4.3) in Table 4). This ex-
ception suggests that, while strong fiscal rules limit discretionary spending, they may also compel
provide left-wing governments with a framework that enable targeted increases in public spending
without undermining fiscal credibility. These findings align with the expectations outlined in H3d,
underscoring the dual role of fiscal rules in constraining partisan fiscal policies while influencing
their composition.

In summary, we find evidence of partisan PBCs in European regional fiscal policies during
national election years, particularly under newly elected left-wing incumbents. interestingly, left-
wing incumbents deviate from the traditional hypothesis proposed by Hibbs (1977), as they appear
to implement contractionary fiscal policies when elected, likely to enhance their reputation for
sound economic policymaking. Furthermore, strong fiscal rules mitigate partisan PBCs in public
spending but exacerbate them in tax rates as discussed in section 5.
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Table 4: Partisan PBCs

Government spending Tax rate
(4.1) (4.2) (4.3) (4.4) (4.5) (4.6)

Growth spending(t-1) 0.019 0.016 0.022
(0.019) (0.019) (0.019)

Growth tax rate(t-1) -0.035 -0.036 -0.035
(0.023) (0.023) (0.023)

Post-Election 0.007** 0.011**
(0.003) (0.005)

Post-Election [cha.] -0.001 0.013**
(0.003) (0.006)

Post-Election [no cha.] 0.016*** 0.008
(0.004) (0.006)

Post-Election [cha.] R -0.001 0.003
(0.005) (0.010)

Post-Election [cha.] L -0.011*** 0.017**
(0.004) (0.007)

FRSI -0.000 0.000 -0.001 -0.002 -0.002 -0.009
(0.005) (0.005) (0.005) (0.011) (0.011) (0.011)

Post-Election × FRSI -0.010*** -0.019***
(0.002) (0.004)

Post-Election [cha.] × FRSI -0.007** -0.044***
(0.003) (0.006)

Post-Election [no cha.] × FRSI -0.013*** -0.004
(0.003) (0.005)

Post-Election [cha.] R × FRSI -0.018*** -0.049***
(0.006) (0.013)

Post-Election [cha.] L × FRSI 0.011** -0.059***
(0.004) (0.009)

PBC with highest FRSI

for Post-Election -0.021*** -0.041***
(0.004) (0.009)

for Post-Election and change -0.021*** -0.107***
(0.006) (0.015)

for Post-Election and no change -0.019*** -0.002
(0.005) (0.010)

for Post-Election, change and right -0.049*** -0.129***
(0.013) (0.300)

for Post-Election, change and left 0.020* -0.143***
(0.010) (0.022)

Controls Yes Yes Yes Yes Yes Yes
Nbr. observations 6 078 6 078 6 078 6 072 6 072 6 072
K-P rk p-value 0.000 0.000 0.000 0.000 0.000 0.000
J statistic p-value 0.000 0.000 0.000 0.000 0.000 0.000

* 𝑝 < 0.05, ** 𝑝 < 0.01, *** 𝑝 < 0.001. Standard error in parentheses are robust. Estimations are performed with a two-stage least
squares estimator with time fixed effects. When introduced, FRSI and Election × FRSI are instrumented by their mean across different
country groups. For more information, refer to section 4. PBC with highest fiscal rules corresponds to the sum of the coefficients of
𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛 and 𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛 × 𝐹𝑅𝑆𝐼 evaluated at the sample maximum of the FRSI. Kleibergen-Paap (K-P) rk statistic is a test for weak
identification of the instruments. Sargan-Hansen J statistic is a test for over-identification restriction. Variable Pre-Election [cha.]
represents the pre-electoral index for elections in which the incumbent is not reelected. Contrarily, Pre-Election [no cha.] represents the
pre-electoral index for elections in which the incumbent is reelected.



7. Conclusion

Using a very rich regional database, this paper provides fresh evidence on the interplay between
fiscal rules and political budget cycles across European countries and regions during the 1995-2022
period. our findings confirm the persistence of significant PBCs in Europe, despite the adoption of
strong fiscal rules. Specifically, we observe increases in regional public spending and decreases in
taxes on income and wealth in national election periods. Interestingly, PBCs are more pronounced
at the regional level than at the national level, raising questions about the role of fiscal rules in
driving this regional-national arbitrage.

Our analysis reveals that both opportunistic and partisan motives significantly contribute to
the emergence of PBCs, with their intensity varying according to electoral contexts and fiscal
constraints. Opportunistic motives are particularly pronounced when incumbents seek reelection,
while partisan dynamics are more evident under left-wing incumbent. Notably, right-wing incum-
bents tend to prioritize increases in public spending, whereas left-wing incumbents are more likely
yo focus on reducing tax rates.

Importantly, while strong fiscal rules mitigate PBCs, they do not eliminate electorally induced
fiscal manipulation. Instead, they alter the instruments employed, dampening expenditure-based
PBCs while amplifying tax-based adjustments. Furthermore, despite the presence of strong fiscal
constraints in many countries, certain regions continue to display increases government spending
for electoral purposes, reflecting uneven application and enforcement of fiscal rules across Europe.

From a policy perspective, these findings underscore the limitation of relying solely on suprana-
tional and national fiscal rules to mitigate PBCs. As suggested by Foremny (2014), implementing
sub-national fiscal rules could offer a more targeted solution. However, our results caution that
stricter fiscal rules may inadvertently encourage tax-based PBCs, akin to creative accounting prac-
tices aimed at bypassing budget constraints. This underscores a critical design flaw in current fiscal
frameworks and emphasizes the need for rules that address the full spectrum of fiscal instruments
used for political manipulation. Further research is required to ensure that tax-rate-focused rules
do not suffer from the same loopholes as those targeting public spending. Moreover, broader
issues such as national sovereignty and public acceptance of fiscal rules must be integrated into
the analysis, as these factors critically shape the effectiveness and enforcement of fiscal governance.

This study serves as a starting point for deeper exploration into the interaction between na-
tional elections and sub-national PBCs. Future research could examine the use of diverse fiscal
instruments, such as value-added and sales taxes, in electoral contexts. Additionally, cross-country
comparisons that account for institutional quality, political stability, and administrative efficiency
could refine our understanding of PBC dynamics and identify conditions under which fiscal rules
are most effective.
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A. Additional results

Table A1: Main results - First step estimates in the IV estimation

FRSI
(1)1𝑠𝑡 (2)1𝑠𝑡 (3)1𝑠𝑡 (4)1𝑠𝑡

Spending(t-1) -0.286* -0.276*
(0.160) (0.162)

Tax rate(t-1) 0.082 0.087
(0.086) (0.086)

Election 0.020* 0.027** 0.022* 0.031**
(0.012) (0.012) (0.012) (0.012)

FRSI (instrument) 0.041*** 0.042*** 0.041*** 0.042***
(0.002) (0.002) (0.002) (0.002)

Election × FRSI (instrument) -0.002* -0.002**
(0.002) (0.001)

(log) GDP per capita(t-1) 0.466*** 0.466*** 0.460*** 0.460***
(0.068) (0.068) (0.069) (0.069)

Growth GDP(t-1) -0.265 -0.253 -0.358** -0.342**
(0.173) (0.173) (0.169) (0.170)

Gross debt(t-1) -0.002*** -0.002*** -0.002*** -0.002***
(0.001) (0.001) (0.001) (0.001)

Inflation 0.566*** 0.570*** 0.542*** 0.545**
(0.205) (0.206) (0.217) (0.218)

Nbr. observations 6 078 6 078 6 072 6 072

* 𝑝 < 0.05, ** 𝑝 < 0.01, *** 𝑝 < 0.001. Standard error in parentheses are robust. Estimations are performed
with a two-stage least squares estimator with time fixed effects. When introduced, FRSI and Election × FRSI
are instrumented by their mean across different country groups. For more information, refer to section 4. PBC
with highest fiscal rules corresponds to the sum of the coefficients of 𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛 and 𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛 × 𝐹𝑅𝑆𝐼 evaluated
at the sample maximum of the FRSI. The instrument for the FRSI correspond to the average observed in similar
countries of the region.
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Table A2: Robustness tests for the Naive PBCs - OLS estimator, lagged instrument for FRSI and NUTS 3 estimate

Government spending Tax rate
(2)𝐹𝐸 (2)𝑙𝑎𝑔 (2)𝑁𝑈𝑇𝑆3 (4)𝐹𝐸 (4)𝑙𝑎𝑔

Growth spending(t-1) 0.028 0.028 0.019*
(0.019) (0.019) (0.010)

Growth tax rate -0.036* -0.034
(0.019) (0.023)

Election 0.008*** 0.008*** 0.010*** 0.000 0.001
(0.001) (0.002) (0.001) (0.004) (0.004)

FRSI 0.005*** 0.010***
(0.001) (0.002)

FRSI(t-1) 0.004** -0.002
(0.002) (0.005)

FRSI [inst.] 0.022***
(0.001)

Election × FRSI -0.001 -0.006*
(0.001) (0.003)

Election × FRSI(t-1) -0.000 -0.008**
(0.002) (0.004)

Election × FRSI [inst.] -0.004***
(0.001)

(log) GDP per capita(t-1) -0.013* -0.014* 0.010** 0.043*** 0.039
(0.007) (0.008) (0.004) (0.011) (0.024)

Growth GDP(t-1) 0.148*** 0.148*** 0.086*** 0.054 0.056
(0.032) (0.039) (0.011) (0.041) (0.045)

Gross debt(t-1) -0.001*** -0.001*** -0.000*** -0.000** -0.000
(0.000) (0.000) (0.000) (0.000) (0.000)

Inflation 0.298*** 0.298*** 0.003*** 0.308*** 0.307***
(0.039) (0.037) (0.000) (0.063) (0.067)

Constant 0.201*** -0.342***
(0.075) (0.119)

PBC with highest FRSI
for Election 0.006* -0.015** -0.023* 0.007** -0.021**

(0.003) (0.006) (0.001) (0.004) (0.008)

Nbr. observations 6 078 6 078 29 374 6 072 6 072
R2 0.233 0.158
K-P rk p-value 0.000 0.000 0.000
J statistic p-value 0.000 0.000 0.000

* 𝑝 < 0.05, ** 𝑝 < 0.01, *** 𝑝 < 0.001. Standard error in parentheses are robust. Estimations are performed with a standard OLS
estimator with time fixed effects. In the sake of clarity, we present separately the three different measures of FRSI used in this table:
FRSI the raw variable, FRSI(t-1) the instrumentation of FRSI using its past value and FRSI [inst.] the instrument used throughout the
paper. For more information on the standard instrumentation, refer to section 4. PBC with highest fiscal rules corresponds to the sum of
the coefficients of 𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛 and 𝐸𝑙𝑒𝑐𝑡𝑖𝑜𝑛 × 𝐹𝑅𝑆𝐼 evaluated at the sample maximum of the FRSI.



B. Online Appendix

Table B1: Political regimes and head of governments by country

Country Regime Head of government position
Austria Parliamentary Chancellor of Austria
Belgium Parliamentary Premier of Belgium

Bulgaria Assembly-Elected Prime Minister of Bulgaria
President

Croatia
Presidential President of the Republic of Croatia (1995-1999)

Parliamentary President of the Government of the Republic of
Croatia (2000-2023)

Cyprus Presidential President of the Republic of Cyprus
Czechia Parliamentary Prime Minister of the Czech Republic
Denmark Parliamentary Prime Minister of Denmark

Estonia Assembly-Elected Prime Minister of Estonia
President Prime Minister of Estonia

Finland Parliamentary Prime Minister of Finland
France Parliamentary Prime Minister of France

Germany Parliamentary Federal Chancellor of the Federal Republic of
Germany

Greece Parliamentary Prime Minister of the Hellenic Republic
Hungary Parliamentary Prime Minister of Hungary
Ireland Parliamentary Taoiseach
Italy Parliamentary President of the Council of Ministers
Latvia Parliamentary Prime Minister of Latvia
Lithuania Presidential President of the Republic of Lithuania
Luxembourg Parliamentary Prime Minister of Luxembourg
Netherlands Parliamentary Prime Minister of the Netherlands
Poland Presidential President of the Republic of Poland
Portugal Parliamentary Prime Minister of Portugal
Romania Parliamentary Prime Minister of the Government of Romania

Slovenia Parliamentary President of the Government of the Republic of
Slovenia

Spain Parliamentary President of the Government of Spain
Sweden Parliamentary Prime Minister of Sweden
Political regimes are computed using variable system provided by the DPI database (Beck et al., 2001).
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Table B2: Political regimes and head of states

Country Years Head of State
Name Party Id.†

Austria 1995-1996 Franz Vranitzky Social Democratic Party of Austria (SPÖ) L
1997-1999 Viktor Klima Social Democratic Party of Austria (SPÖ) L
2000-2006 Wolfgang Schüssel Austrian People’s Party (ÖVP) R
2007-2008 Alfred Gusenbauer Social Democratic Party of Austria (SPÖ) L
2009-2015 Werner Faymann Social Democratic Party of Austria (SPÖ) L
2016-2017 Christian Kern Social Democratic Party of Austria (SPÖ) L
2018 Sebastian Kurz Austrian People’s Party (ÖVP) R
2019 Brigitte Bierlein Independent I
2020-2021 Sebastian Kurz Austrian People’s Party (ÖVP) R
2022-2023 Karl Nehammer Austrian People’s Party (ÖVP) R

Belgium 1995-1999 Jean-Luc Dehaene Christian People’s Party (CVP) R
2000-2007 Guy Verhofstadt Flemish Liberals and Democrats (VLD) R
2008 Yves Leterme Christian Democratic and Flemish (CD&V) R
2009 Herman Van Rompuy Christian Democratic and Flemish (CD&V) R
2010-2011 Yves Leterme Christian Democratic and Flemish (CD&V) R
2012-2014 Elio Di Rupo Socialist Party (PS) L
2015-2020 Christian Michel Reformist Movement (MR) R
2020-2023 Alexander de Croo Open Flemish Liberals and Democrats (Open VLD) R

Bulgaria 1995-1996 Zhan Videnov Bulgarian Socialist Party (BSP) L
1997-2001 Ivan Kostov Union of Democratic Forces (UDF) R
2002-2005 Simon Sakskoburggotski National Movement Simeon II (NMS) R
2006-2009 Sergey Stanishev Bulgarian Socialist Party (BSP) L
2010-2012 Boyko Borisov Citizens for European Development of Bulgaria (GERB) R
2013-2014 Plamen Oresharski Independent I
2015-2020 Boyko Borisov Citizens for European Development of Bulgaria (GERB) R
2021 Stefan Yanev Independent I
2022 Kiril Petkov We Continue the Change (PP) C
2023 Nikolay Denkov We Continue the Change (PP) C

Croatia 1995-1999 Franjo Tuđman Croatian Democratic Union (HDZ) C
2000-2003 Ivica Račan Social Democratic Party (SDP) L
2004-2009 Ivo Sanader Croatian Democratic Union (HDZ) C
2010-2011 Jaradanka Kosor Croatian Democratic Union (HDZ) C
2012-2015 Zoran Milanović Social Democratic Party (SDP) L
2016 Tihomir Orešković Independent I
2016-2018 Andrej Plenković Croatian Democratic Union (HDZ) C

Cyprus 1995-2002 Glafcos Clerides Democratic Rally (DISY) R
2003-2007 Tassos Papadopoulos Democratic Party (DIKO) R
2008-2012 Demetris Christofias Democratic Party of Working People (AKEL) L
2013-2022 Nicos Anastasiades Democratic Rally (DISY) R
2023 Nikos Christodoulides Independent I

Czechia 1995-1997 Václav Klaus Civic Democratic Party (ODS) R
1998 Josef Tošovský Independent I
1999-2002 Miloš Zeman Czech Social Democratic Party (ČSSD) L
2003-2004 Vladimir Špidla Czech Social Democratic Party (ČSSD) L
2005-2006 Jiří Paroubek Czech Social Democratic Party (ČSSD) L
2007-2008 Mirek Topolánek Civic Democratic Party (ODS) R
2009-2010 Jan Fischer Independent I
2011-2013 Petr Nečas Civic Democratic Party (ODS) R
2014-2017 Bohuslav Sobotka Czech Social Democratic Party (ČSSD) L
2018-2021 Andrej Babiš Action of Dissatisfied Citizens (ANO 2011) R
2022-2023 Petr Fiala Civic Democratic Party (ODS) R

Denmark 1995-2001 Poul Nyrup Rasmussen Social Democrats (SA) L
2002-2008 Anders Fogh Rasmussen Venstre (V) R
2009-2011 Lars Løkke Rasmussen Venstre (V) R
2012-2014 Helle Thorning-Schmidt Social Democrats (SA) L
2015-2018 Lars Løkke Rasmussen Venstre (V) R
2019-2023 Mette Frederisken Social Democrats (SA) L

‡ On Ideology; R: Right, L: Left, C: Center and I: Independent. Where applicable, party names mentioned in this
table are their most recent names.
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Table B2: Political regimes and head of states (continued)

Country Years Head of State
Name Party Id.†

Estonia 1995-1996 Tiit Vähi Estonian Coalition Party (KMÜ) R
1997-1998 Mart Siimann Estonian Coalition Party (KMÜ) R
1999-2001 Mart Laar Pro Patria Union (IL) R
2002 Siim Kallas Reform Party (REF) R
2003-2004 Juhan Parts Res Publica Party (RES) R
2005-2013 Andrus Ansip Reform Party (REF) R
2014-2016 Taavi Rõivas Reform Party (REF) R
2017-2020 Jüri Ratas Centre Party (KE) C
2020-2023 Kaja Kallas Reform Party (REF) R

Finland 1995-2002 Paavo Lipponen Social Democratic Party (SDP) L
2003-2009 Matto Vanhanen Centre Party (Kesk) C
2010 Mari Kiviniemi Centre Party (Kesk) C
2011-2013 Jyrki Katainen National Coalition Party (Kok) R
2014 Alexander Stubb National Coalition Party (Kok) R
2015-2018 Juha Sipilä Centre Party (Kesk) C
2019 Antti Rinne Social Democratic Party (SDP) L
2020-2022 Sanna Marin Social Democratic Party (SDP) L
2023 Petteri Orpo National Coalition Party (Kok) R

France 1995-1996 Alain Juppé Rally for the Republic (RPR) R
1997-2001 Lionel Jospin Socialist Party (PS) L
2002-2004 Jean-Pierre Raffarin Union for a Popular Movement (UMP) R
2005-2006 Dominique de Villepin Union for a Popular Movement (UMP) R
2007-2011 François Fillon Union for a Popular Movement (UMP) R
2012-2013 Jean-Marc Ayrault Socialist Party (PS) L
2014-2016 Manuel Valls Socialist Party (PS) L
2017-2020 Édouard Philippe Independent I
2021 Jean Castex Renaissance (RE) R
2022-2023 Élisabeth Borne Renaissance (RE) R

Germany 1995-1998 Helmut Kohl Christian Democratic Union (CDU) R
1999-2005 Gerard Schröder Social Democratic Party (SPD) L
2006-2021 Angela Merkel Christian Democratic Union (CDU) R
2022-2023 Olaf Scholz Social Democratic Party (SPD) L

Greece 1995 Andreas Papandreou Panhellenic Socialist Movement (PASOK) L
1996-2003 Konstantinos Simitis Panhellenic Socialist Movement (PASOK) L
2004-2009 Konstantinos A. Karamanlis New Democracy (ND) R
2010-2011 George A. Papandreou Panhellenic Socialist Movement (PASOK) L
2012-2014 Antonis Samaras New Democracy (ND) R
2015-2019 Alexis Tsipras Coalition of the Radical Left – Progressive Alliance (SYRIZA) L
2020-2023 Kyriakos Mitsotakis New Democracy (ND) R

Hungary 1995-1998 Gyula Horn Hungarian Socialist Party (MSZP) L
1999-2001 Vitkor Orbán Hungarian Civic Alliance (Fidesz) L
2002-2004 Péter Medgyessy Independent I
2005-2008 Ferenc Gyurcsány Hungarian Socialist Party (MSZP) L
2009 Gordon Bajnai Independent I
2010-2023 Viktor Orbán Hungarian Civic Alliance (Fidesz) R

Ireland 1995-1996 John Burton Fine Gael (FG) C
1997-2007 Bertie Ahern Fianna Fáil – The Republican Party (FF) R
2008-2010 Brian Cowen Fianna Fáil – The Republican Party (FF) R
2011-2016 Enda Kenny Fine Gael (FG) C
2017-2019 Leo Varadkar Fine Gael (FG) C
2020-2022 Micheál Martin Fianna Fáil – The Republican Party (FF) R
2023 Leo Varadkar Fine Gael (FG) C

‡ On Ideology; R: Right, L: Left, C: Center and I: Independent. Where applicable, party names mentioned in this
table are their most recent names.
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Table B2: Political regimes and head of states (continued)

Country Years Head of State
Name Party Id.†

Italy 1995 Lamberto Dini Independent I
1996-1998 Romano Prodi Democratic Party (PD) C
1999 Massimo D’Alema Democratic Party (PD) C
2000 Giuliano Amato Independent I
2001-2005 Silvio Berlusconi Forward Italy (FI) R
2006-2007 Romano Prodi Democratic Party (PD) C
2008-2011 Silvio Berlusconi The People of Freedom (PdL) R
2012 Mario Monti Independent I
2013 Enrico Letta Democratic Party (PD) L
2014-2016 Matteo Renzi Democratic Party (PD) L
2017 Paolo Gentiloni Democratic Party (PD) L
2018-2020 Giuseppe Conte Independent I
2021-2022 Mario Draghi Independent I
2023 Giorgia Meloni Brothers of Italy (FdI) R

Latvia 1995 Māris Gailis Latvian Way (LC) R
1996-1997 Andris Šk, ēle Independent I

1998 Guntar Krasts For Fatherland and Freedom/Latvian National Independence
Movement (TB/LNNK) R

1999 Vilis Krištopans Latvian Way (LC) R
2000-2002 Andris Bērzin, š Latvian Way (LC) R
2003 Elinars Repše New Era Party (JL) C
2004 Indulis Emsis Latvian Green Party (LZP) C
2005-2007 Aigars Kalvı̄tis People’s Party (TP) C
2008 Ivars Godmanis Latvia’s First Party/Latvian Way (LPP/LC) R
2009-2011 Valdis Dombrovskis New Era Party (JL) R
2012-2013 Valdis Dombrovskis Unity (V) R
2014-2015 Laimdota Straujuma Liepāja Party (LP) C
2016-2018 Māris Kučinskis Liepāja Party (LP) C
2019-2023 Krišjānis Karin, š New Unity (JV) R

Lithuania 1995-1997 Algirdas Bazauskas Democratic Labour Party (LDDP) L
1998-2002 Valdas Adamkus Independent I
2003 Rolandas Paksas Order and Justice (TT) R
2004-2009 Valdas Adamkus Independent I
2010-2019 Dalia Grybauskaitė Independent I
2020-2024 Gitanas Nausėda Independent I

Luxembourg 1995-2013 Jean-Claude Juncker Christian Social People’s Party (CSV) C
2014-2023 Xavier Bettel Democratic Party (DP) R

Netherlands 1995-2002 Wim Kok Labour Party (PvdA) L
2003-2010 Jan Peter Balkenende Christian Democratic Appeal (CDA) C
2011-2023 Mark Rutte People’s Party for Freedom and Democracy (VVD) R

Poland 1996-2005 Aleksander Kwaśniewski New Left (NL) L
2006-2009 Lech Kaczyński Law and Justice (PiS) R
2010-2015 Bronisław Komorowski Civic Platform (PO) R
2016-2023 Andrzej Duda Law and Justice (PiS) R

Portugal 1995 Aníbal António Cavaco Silva Social Democratic Party (PPD/PSD) R

1996-2001 António Manuel de Oliveira
Guterres Socialist Party (PS) L

2002-2004 José Manuel Durão Barroso Social Democratic Party (PPD/PSD) R

2005-2010 José Sócrates de Carvalho
Pinto de Sousa Socialist Party (PS) L

2011-2023 Pedro Manuel Mamede Passos
Coelho Social Democratic Party (PPD/PSD) R

‡ On Ideology; R: Right, L: Left, C: Center and I: Independent. Where applicable, party names mentioned in this
table are their most recent names.
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Table B2: Political regimes and head of states (continued)

Country Years Head of State
Name Party Id.†

Romania 1995-1996 Nicolae Văcăroiu Social Democratic Party (PSD) L
1997 Victor Ciorbea Christian Democratic National Peasants’ Party (PNTCD) R
1998-1999 Radu Vasile Christian Democratic National Peasants’ Party (PNTCD) R
2000 Mugur Isărescu Independent I
2001-2004 Adrian Năstase Social Democratic Party (PSD) L
2005-2008 Călin Popescu-Tăriceanu National Liberal Party (PNL) R
2009-2011 Emil Boc Democratic Liberal Party (PDL) R
2012-2015 Victor Ponta Social Democratic Party (PSD) L
2016 Dacian Ciolos, Independent I
2017 Mihai Tudose Social Democratic Party (PSD) L
2018-2019 Viorica Dăncilă Social Democratic Party (PSD) L
2020 Ludovic Orban National Liberal Party (PNL) R
2021 Florin Cît,u National Liberal Party (PNL) R
2022 Nicolae Ciucă National Liberal Party (PNL) R
2023 Marcel Ciolacu Social Democratic Party (PSD) L

Slovenia 1995-2002 Janez Drnovšek Liberal Democracy of Slovenia (LDS) R
2003-2004 Anton Rop Liberal Democracy of Slovenia (LDS) R
2005-2008 Janez Janša Social Democratic Party (SDS) L
2009-2011 Borut Pahor Social Democrats (SD) L
2012 Janez Janša Social Democratic Party (SDS) C
2013-2014 Alenka Bratušek Modern Center Party (SMC) R
2015-2019 Miror Cerar Modern Center Party (SMC) R
2020-2021 Janez Janša Social Democratic Party (SDS) L
2022-2023 Robert Golob Freedom Movement (GS) C

Spain 1995 Felipe González Spanish Socialist Workers’ Party (PSOE) L
1996-2003 José María Aznar People’s Party (PP) R
2004-2011 José Luis Rodríguez Zapatero Spanish Socialist Workers’ Party (PSOE) L
2012-2017 Mariano Rajoy People’s Party (PP) R
2018-2023 Pedro Sánchez Spanish Socialist Workers’ Party (PSOE) L

Sweden 1995 Ingvar Carlsson Swedish Social Democratic Party (S) L
1996-2006 Göran Persson Swedish Social Democratic Party (S) L
2007-2014 Fredrik Reinfeldt Moderate Party (M) R
2015-2021 Stefan Löfven Swedish Social Democratic Party (S) L
2022 Magdalena Andersson Swedish Social Democratic Party (S) L
2023 Ulf Kristersson Moderate Party (M) R

‡ On Ideology; R: Right, L: Left, C: Center and I: Independent. Where applicable, party names mentioned in this
table are their most recent names.
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Table B3: Modifications of Ideology variable

Country Years Incumbent Party execrlc value Modified
value

Austria 2019 Independent Right Independent
2021-2022 Austrian People’s Party missing Right

Belgium 2015-2020 Reformist Movement “0” Right

2021-2022 Open Flemish Liberals and Democrats (Open
Vld) missing Right

Bulgaria 1995-1996 Bulgarian Socialist Party (BSP) “0” Left
2002-2005 National Movement Simeon II (NMS) “0” Right
2006-2009 Bulgarian Socialist Party (BSP) “0” Left
2013 Independent Right Independent
2014 Independent “0” Independent
2021-2022 Independent missing Independent

Croatia 1995-1999 Croatian Democratic Union (HDZ) Right Center
2000 Social Democratic Party (SDP) Right Left
2004-2010 Croatian Democratic Union (HDZ) Right Center
2016 Independent Right Independent
2021-2022 Croatian Democratic Union (HDZ) missing Right

Cyprus 2008 Progressive Party of Working People (AKEL) Right Left
2013 Democratic Rally (DISY) Left Right
2021-2022 Democratic Rally (DISY) missing Right

Czechia 1998 Independent Right Independent
2007-2008 Civic Democratic Party (ODS) “0” Right
2009-2010 Independent “0” Independent
2011-2013 Civic Democratic Party (ODS) “0” Right
2014 Czech Social Democratic Party (ČSSD) “0” Left
2018-2021 Action of Dissatisfied Citizens (ANO 2011) “0” Right
2022-2022 Civic Democratic Party (ODS) missing Right

Denmark 2015 Venstre (V) Left Right
2019 Social Democrats (SA) Right Left
2021-2022 Social Democrats (SA) missing Left

Estonia 2002 Reform Party (REF) “0” Right
2003-2004 Res Publica Party (RES) “0” Right
2005-2016 Reform Party (REF) “0” Right
2017-2020 Centre Party (KE) “-999” Centre
2021-2022 Reform Party (REF) missing Right

Finland 1995 Social Democratic Party (SDP) Center Left
2011 National Coalition Party (Kok) Center Right
2015 Centre Party (Kesk) Right Center
2019 Social Democratic Party (SDP) Center Left
2021-2022 Social Democratic Party (SDP) missing Left

Where applicable, party names mentioned in this table are their most recent names.
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Table B3: Modifications of Ideology variable (continued)

Country Years Incumbent Party execrlc value Modified
value

France 1997 Socialist Party (PS) Right Left
2002 Union for a Popular Movement (UMP) Left Right
2012 Socialist Party (PS) Right Left
2017-2020 Independent Left Independent
2021-2022 Renaissance (RE) missing Right

Germany 2021 Christian Democratic Union (CDU) missing Right
2022-2022 Social Democratic Party of Germany (SDP) missing Left

Greece 2004 New Democracy (ND) Left Right
2012 Independent Right Independent

2015 Coalition of the Radical Left – Progressive
Alliance (SYRIZA) Right Left

2021-2022 New Democracy (ND) missing Right
Hungary 2002-2004 Independent Left Independent

2009 Independent Left Independent
2010 Hungarian Civic Alliance (Fidesz) Left Right
2021-2022 Hungarian Civic Alliance (Fidesz) missing Right

Ireland 1995-1996 Fine Gael (FG) Right Center
1997-2010 Fianna Fáil - The Republican Party (FF) Center Right
2012-2019 Fine Gael (FG) Right Center
2020 Fianna Fáil - The Republican Party (FF) Center Right
2021-2022 Fianna Fáil - The Republican Party (FF) missing Right

Italy 1995-1996 Independent Right Independent
1997-1998 Independent Center Left
2000 Independent Center Independent
2001 Forward Italy (FI) Center Right
2006 Democratic Party (PD) Right Left
2008 The People of Freedom (PdLI) Left Right
2012 Independent “-999” Independent
2013 Democratic Party (PD) “-999” Left
2014-2017 Democratic Party (PD) “0” Left
2018 Independent “0” Left
2019-2021 Independent “-999” Independent
2021-2022 Independent missing Independent

Latvia 1996-1997 Independent Center Independent
2004 Latvian Green Party (LZP) Center Right
2012-2013 Unity (V) “0” Right
2014-2016 Liepāja Party (LP) “0” Center
2019 New Unity (JV) Center Right
2020 New Unity (JV) “0” Right
2021-2022 New Unity (JV) missing Right

Where applicable, party names mentioned in this table are their most recent names.
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Table B3: Modifications of Ideology variable (continued)

Country Years Incumbent Party execrlc value Modified
value

Lithuania 1998-2002 Independent “0” Independent
2003 Order and Justice (TT) “0” Right
2005-2020 Independent “0” Independent
2021-2023 Independent missing Independent

Luxembourg 2015-2020 Democratic Party (DP) missing Right
2021-2023 Democratic Party (DP) missing Right

Netherlands 2003 Christian Democratic Appeal (CDA) Left Center
2004-2010 Christian Democratic Appeal (CDA) Right Center

2021-2023 People’s Party for Freedom and Democracy
(VVD) missing Right

Poland 2011-2015 Civic Platform (PO) Center Right
2021-2023 Law and Justice (PiS) missing Right

Portugal 2002-2004 Social Democratic Party (PPD/PSD) Left Right
2007-2010 Socialist Party (PS) Right Left
2016-2020 Socialist Party (PS) Right Left
2021-2023 Socialist Party (PS) missing Left

Romania 1995-1996 Social Democratic Party (PSD) “0” Left
2000 Independent Right Independent
2005-2008 National Liberal Party (PNL) “0” Right
2009-2011 Democratic Liberal Party (PDL) “0” Right
2012-2015 Social Democratic Party (PSD) “0” Left
2016 Independent “0” Independent
2017-2019 Social Democratic Party (PSD) “0” Left
2020 National Liberal Party (PNL) “0” Right
2021-2022 National Liberal Party (PNL) missing Right

Slovenia 1995-2004 Liberal Democracy of Slovenia (LDS) Left Right
2005-2012 Social Democratic Party (SDS) Center Left
2013 Modern Center Party (SMC) Center Right
2014 Modern Center Party (SMC) Left Right
2015-2018 Modern Center Party (SMC) “0” Right
2020 Social Democratic Party (SDS) Center Left
2021 Social Democratic Party (SDS) missing Left
2022-2022 Freedom Movement (GS) missing Center

Spain 1996 People’s Party (PP) Left Right
2004 Spanish Socialist Workers’ Party (PSOE) Right Left
2018 Spanish Socialist Workers’ Party (PSOE) Right Left
2021-2022 Spanish Socialist Workers’ Party (PSOE) missing Left

Sweden 2021-2022 Swedish Social Democratic Party (S) missing Left
2023 Moderate Party (M) missing Right

Where applicable, party names mentioned in this table are their most recent names.
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Figure B1: Number of fiscal rules and strength of fiscal rules index (FRSI) in each country
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Note: The bars show the number of national and supranational fiscal rules implemented in each country. The number
next to the bars show the strength of the fiscal rules each year (variable FRSI).
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