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Agenda 

1. Overview and theoretical approaches 
 

2. Electoral accountability and corruption 
(Ferraz and Finan 2008, 2011) 
 

3. Voting technology and political 
responsiveness (Fujiwara 2013) 
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Introduction 

• Many strands of “political economy” 
– democracy vs dictatorship 
– presidential vs parliamentary systems 
– institutions 
– form of legal system 
– conflict 
– ethnic heterogeneity  
– representation in democracies 
– political connections and corruption 

• Lots of theory 3 



Micro empirics 

• So far most empirical work is at macro level 
• But difficult to find identification at this level; cross-

country growth regressions much derided 
– Even famous papers like Acemoglu-Johnson-Robinson’s 

2001 AER paper fairly controversial 
• On other hand, also difficult to do experiments on 

many big picture questions in this area 
– Can’t randomize “institutions” 

• Need to be creative about empirical strategies: natural 
experiments, policy changes, regression discontinuity 
designs, for example 
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This lecture 

• Narrow down area to representation in democracies 
 

• Examine in detail two recent high-quality papers in 
empirical political economy 
 

• Focus on identification strategies and how the papers 
deal with identification challenges 
– What makes these papers top journal quality 

 
• End with open research questions 
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Representation 

• Basic political economy question: how do we 
aggregate preferences of different agents? 

• Restrict ourselves to democratic processes for today 
• Median voter theorem 

• What is this? 

• Extremely powerful idea, many applications across 
fields 
• E.g. famous Meltzer-Richards argument that redistribution results as a 

result of median voter being poorer than average voter, so more 
unequal countries will see more redistribution 

– When might median voter theorem break down? 
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Problems w/ median voter theorems 

• Multiple dimensions of voting 
• Need “single-peaked” preferences in all dimensions of voting 

• Politicians cannot commit to policy platforms 
• In contrast to models based on median voter theorems, “citizen-

candidate” models assume platforms are determined solely by 
candidate preferences 
– Only way platform promises are credible 

• Platforms affect turnout of different types of voters 
(Glaeser, Ponzetto, Shleife) 

• Voters may not be able to separate noise from 
information 
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Aside - are voters rational? 

• How would you test this? 
• Voters in oil-producing states tend to re-elect 

incumbent governors during oil price rises… 
• and vote them out of office when the oil price drops 

(Wolfers 2007) 
• Voters are more likely to oust incumbents following 

natural disasters/ shark attacks (Achen-Bartels 2004) 
• College football team wins a day before elections 

lead to 1% increase in incumbent share and… 
• NCAA tournament wins affect Pres. Obama’s 

approval ratings (Healy-Malhotra-Ho 2009) 
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Indirect tests of median voter theorems 

• What obvious evidence do we have against strict 
median voter results? 

• Outcomes different in reserved seats 
– “In situations where candidate entry is mediated by 

political parties with policy preferences which are 
independent of their candidates identity, changes in 
legislator identity brought about by reservation can only 
affect policy in the absence of full policy commitment” 
(Pande 2003) 

• Lots of evidence now on this (Pande 2003, Duflo and 
Chattopadhyay 2004, Chin and Prakash) 
– First round of empirical political economy 
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Motivation 

• We know that politicians are corrupt 
• But voters can oust corrupt politicians from office 
• Does electoral accountability work as a disciplining 

device? 
– Why might it not work? 

 
• Previous empirical work: either based on perceptions 

measures, or cross-country growth regressions 
• Use within country variation so no difference in 

institutional set-up 
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Background and set-up 

• Corruption in Brazil is big: estimate of annual losses 
in just local governments is $550 million 

• Takes form of irregularities in public procurement; 
pure embezzlement; overinvoicing of goods/services 
 

• Brazilian anti-corruption program conducts audits of 
accounts of federally transferred funds for randomly 
selected municipalities 

• Independent, verifiable measure of corruption 
– Bonus: you don’t have to collect data yourself! 
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Electoral discipline, part 1 

• Once audits are conducted, results distributed to local 
media 

• Estimate effects of disclosure of local government 
corruption practices upon re-election success of 
incumbent mayors 

 
• Compare municipalities audited before and after 

municipal elections 
• Order of selection of municipalities random 
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Voters seem to care 
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. . .  when they hear about it 
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Electoral discipline, part 2 

• If voters oust corrupt politicians, how does it change 
behavior of politicians? 
 

• In Brazil, mayors are limited to serving for 2 terms 
– Amendment to allow 2nd term introduced just before data 

collection 
• Compare corruption by mayors serving first-term 

with that by mayors serving second and last term 
• Use more detailed data than first paper: share of 

resources related to corrupt activities, number of 
irregularities, share of service items related to 
corruption 
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Model 

• Models of electoral accountability/ political agency 
(Barro 1973, Ferejohn 1986, Besley 2006) 

• Straightforward setup 
• 2 periods, 2 types of politicians – corrupt and non-

corrupt 
• Voters’ payoffs are higher with noncorrupt politician, 

but can only observe actions, not types 
• In second period, corrupt politician will always steal 
• In first period, could steal and increase likelihood of 

revealing type and reduce reelection chances, or not 
steal and get reelected 
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Basic empirical strategy 

 
 
 
where r = level of corruption, I indicator for first term, 
X = municipality characteristics, Z = mayor 
characteristics 
 
What are potential problems with this strategy? 
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RD design 

• If they just had Table 4, this is a JDE article, at best 
• Control for unobserved municipal characteristic using 

regression discontinuity design: compare 
municipalities where incumbents just lost re-election 
(and hence will have 1st term mayors) with 
municipalities where incumbents just won 

 
 
where f(W) = smooth function of margin of victory 
What are some general issues with RD designs?  
What other confounds are we left with? 
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Remaining issues 

• At this point you have a very solid AEJ 
• But still need to deal with unobserved characteristics 

of mayors: e.g. political ability or experience 
 

• 1st strategy: compare 2nd term mayors with subset of 
1st term mayors who subsequently won re-election! 

• 2nd strategy: compare 2nd term mayors with 1st term 
mayors who previously held political positions 
 

• Now you have a true top publication! 
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Motivation 

• Even in representative democracies, the most 
disadvantaged citizens may lack “voice” 
– True in India? 

 
• Many different strategies to address this. Examples? 

 
• Reservations, plebiscites: but possibly difficult 

 
• Perhaps just increased political participation might 

help 
 28 



Theory and previous work 

• Lots of theory on “extending the franchise”  
– See series of papers by Acemoglu et al 

 
• Baland and Robinson (2008): introduction of secret 

ballot in Chile 
– Reduced support for right-wing party  

 
• But missing any data on actual outcomes: perhaps 

new politicians did not behave differently 
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This paper 
• Examines the effect of introducing electronic voting 

machines in Brazil on electoral and health outcomes 
• Previously, big barriers to voting for uneducated 

citizens in Brazil 
– Elections are “at-large” elections, in which thousands of 

candidates compete in a state 
– Ballot forms can hence not be printed, and voters must 

write-in names or assigned numbers for preferred 
candidates 

– Moreover, voting process only explained in writing 
– Resulted in lots of erroneous votes 

• Luttmer and Shue (2011) show that less educated 
more likely to misvote 30 



New machines help uneducated to vote 

 
• Set up like ATMs/phones that people are used to, 

with number and color coded buttons 
• Walked voters through voting process for each 

separate election: state, governor, president, etc 
• Displayed pictures of candidates so no one would 

mistakenly vote for non-preferred candidate 
• Told voters if they had keyed in wrong number 
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Identification 

• Nice regression discontinuity design: in elections in 
1998, only municipalities with population above 
40,500 received machines; rest continued status quo 
– Because of limited availability and ease of delivery 
– Almost 100% compliance 

 
• Additionally, has results from 1994 (all paper) and 

2002 (all electronic) as comparisons 
 

• Notice increase in sophistication from previous RD 

32 



33 



34 



Empirical equations 

• Straightforward for outcomes at municipal level 
– Valid votes, valid votes in illiterate areas, left wing votes 

• What econometric issues must he worry about? How 
does he deal with them? 
 
 

• What are the tradeoffs in choosing bandwidths?  
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Not so easy for outcomes 

• Remember voting is for state level legislators, not  
municipal ones 

• So outcomes must also be at state level 
• However, discontinuity is at municipal level 
• How does he deal with this? 
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Strategy for state outcomes 

• S_i = share of voters in state i that reside in 
municipalities above cutoff 

• electro_ie = share of voters using EVM in year e 
 
 

• Time-invariant cross section variable (S_i) is 
positively related to changes in EVM use in one 
period and negatively the next 

• Look for changes in outcomes that follow same 
pattern: e.g health care spending and health outcomes 
– Why health? 
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Robustness 

• What else would you do to convince readers that 
there are no confounds? 

• Placebo tests: like in dif-in-difs analysis! 
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Outstanding research questions 

• Much that we don't know (e.g. competition and 
corruption, but even impact of different types of 
corruption) 

• Data gathering difficult, of course, but big payoffs to 
innovation 

• Payoffs to integrating theory with empirics 
 

• PE: Macro questions that have been taken for granted 
• Other promising areas: local property rights, 

institutions 
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