
Online Appendix

to

Strategic Debt and Uni�ed Governments: Evidence from

Latin American Presidential Transitions

Robustness checks and extensions

Pablo Garofalo

A) Main results without control variables

In this section, I estimate equation (13) without control variables (that is, twelve lags of the depen-

dent variable, time-varying controls, deterministic sixth-order polynomial time trends per country, and

month-country �xed e�ects) to ascertain that the main results are not sensitive to the exclusion of

those controls, which in some extent corroborates the validity of my empirical design (that is, generat-

ing plausible exogenous variations in the probability of being defeated).
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Table A1. The e�ect of electoral defeats on �scal de�cit around interludes. Results with and

without controls
(1) (2) (3) (4)

Dependent variable: Results with controls Results without controls

ELE 0.118*** -0.084 0.147*** -0.139**
[0.021] [0.065] [0.024] [0.061]

ELE × PROB 0.348*** 0.493***
[0.107] [0.102]

ELE × (1−ALLHOUSE) -0.073*** 0.244*** -0.132*** 0.308***
[0.026] [0.094] [0.028] [0.095]

ELE × PROB × (1− ALLHOUSE) -0.502*** -0.702***
[0.145] [0.145]

INTERLUDE -0.068 -0.074 0.003 0.003
[0.095] [0.095] [0.100] [0.100]

INTERLUDE × (1−ALLHOUSE) 0.171 0.182 0.115 0.115
[0.118] [0.118] [0.138] [0.138]

INTERLUDE LOSS 0.258** 0.266** 0.332** 0.332**
[0.124] [0.124] [0.152] [0.152]

INTERLUDE LOSS × (1− ALLHOUSE) -0.285* -0.298** -0.384** -0.384**
[0.147] [0.147] [0.185] [0.185]

GOV CH -0.024* -0.022* -0.018 -0.017
[0.013] [0.013] [0.015] [0.015]

Observations 2,942 2,942 3,110 3,110
R-squared 0.472 0.474 0.021 0.026

* P < 0.10; ** P < 0.05; *** P < 0.01

Notes: This table shows regression results from estimating equation (13) with controls (columns 1 and 2) –twelve lags of the dependent variable, ln(1 +
inflation), real import growth rate, month-country �xed e�ect, and deterministic sixth-order polynomial time trends per country– and without
controls (columns 3 and 4). The following countries are included in the regressions: Argentina, Brazil, Colombia, Costa Rica, Dominican Republic, Ecuador,
Honduras, Mexico, Nicaragua, Panama, Peru, Uruguay and Venezuela. Nondemocratic episodes were excluded from the sample, following the Polity IV
Project. Robust standard errors are reported in parentheses.

Table A1 (columns 1 and 2) shows the benchmark results of Table 3 (columns 2 and 3); while

Table A1 (columns 3 and 4) shows the same regression results but without control variables. Fo-

cusing on columns 2 and 4, we clearly observe that the main patterns are present in both columns

(for example, INTERLUDE, INTERLUDE × (1 − ALLHOUSE), INTERLUDE LOSS and

INTERLUDE LOSS × (1 − ALLHOUSE) are similar in both columns). Precisely, Proposition 1

from the theoretical framework is upheld by the data in uni�ed governments when controls are not em-

ployed (that is, INTERLUDE LOSS = 0.332∗∗ is shown in column 4), while the de�cit increase is

dampened in divided governments (that is, INTERLUDE LOSS× (1−ALLHOUSE) = −0.384∗∗

is shown in column 4). To test Proposition 2, I rely on the linear combinations on (11) and (12) using

the results without controls from Table A1 (column 4). Results of the linear combinations are reported

in Table A2 below.
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Table A2. Estimating the e�ect of the magnitude of electoral surprise on �scal de�cit.

Results with and without controls.
(1) (2)

Z = 1−Allhouse

Dependent variable: d = ln(EXPt) − ln(REVt) Results with controls Results without controls

(1) E(∆d|win, PROB = 1.00, Z = 0) -0.339*** [0.109] -0.351*** [0.112]

(2) E(∆d|win, PROB = 0.90, Z = 0) -0.304*** [0.104] -0.302*** [0.108]

(3) E(∆d|win, PROB = 0.50, Z = 0) -0.164* [0.096] -0.104 [0.103]

(4) E(∆d|win, PROB = 0.10, Z = 0) -0.025 [0.106] 0.093 [0.113]

(5) E(∆d|win, PROB = 0.00, Z = 0) 0.010 [0.111] 0.142 [0.117]

(6) E(∆d|defeat, PROB = 0.00, Z = 0) 0.276*** [0.101] 0.474*** [0.129]

(7) E(∆d|defeat, PROB = 0.10, Z = 0) 0.241*** [0.095] 0.425*** [0.125]

(8) E(∆d|defeat, PROB = 0.50, Z = 0) 0.101 [0.082] 0.227* [0.116]

(9) E(∆d|defeat, PROB = 0.90, Z = 0) -0.038 [0.091] 0.030 [0.121]

(10) E(∆d|defeat, PROB = 1.00, Z = 0) -0.073 [0.096] -0.019 [0.125]

(11) E(∆d|win, PROB = 1.00, Z = 1) 0.101 [0.078] 0.157 [0.101]

(12) E(∆d|win, PROB = 0.90, Z = 1) 0.086 [0.075] 0.136 [0.098]

(13) E(∆d|win, PROB = 0.50, Z = 1) 0.024 [0.074] 0.053 [0.098]

(14) E(∆d|win, PROB = 0.10, Z = 1) -0.037 [0.090] -0.031 [0.114]

(15) E(∆d|win, PROB = 0.00, Z = 1) -0.052 [0.096] -0.051 [0.120]

(16) E(∆d|defeat, PROB = 0.00, Z = 1) -0.085 [0.080] -0.104 [0.086]

(17) E(∆d|defeat, PROB = 0.10, Z = 1) -0.070 [0.072] -0.083 [0.078]

(18) E(∆d|defeat, PROB = 0.50, Z = 1) -0.008 [0.049] 0.000 [0.052]

(19) E(∆d|defeat, PROB = 0.90, Z = 1) 0.053 [0.049] 0.084 [0.052]

(20) E(∆d|defeat, PROB = 1.00, Z = 1) 0.069 [0.053] 0.105* [0.057]

* P < 0.10; ** P < 0.05; *** P < 0.01.

Notes: This table shows linear combinations of estimators from the regression results of equation 13 when controls are employed (column 1) and when they

are not (column 2). The linear combinations that come from the regression results of equation 13 areE(∆d|win, PROB = x0, Z) = INTERLUDE×

Z+ INTERLUDE− (ELE+ELE×x0)− (ELE×Z+ELE×Z×x0) andE(∆d|defeat, PROB = x0, Z) = INTERLUDE LOSS×

Z + INTERLUDE × Z + INTERLUDE LOSS + INTERLUDE − (ELE + ELE × x0) − (ELE × Z + ELE × Z × x0). When

included, control variables are twelve lags of the dependent variable, ln(1 + inflation), real import growth rate, month-country �xed e�ect, and

deterministic sixth-order polynomial time trends per country. The following countries are included in the regressions: Argentina, Brazil, Colombia, Costa

Rica, Dominican Republic, Ecuador, Honduras, Mexico, Nicaragua, Panama, Peru, Uruguay, and Venezuela. Nondemocratic episodes were excluded from

the sample, following the Polity IV Project.

Clearly, we observe that the patterns in the linear combinations of estimators that come from re-

gressing equation (13) without controls (column 2) are similar to the ones when controls are included

(column 1).

Overall, the evidence indicate that the main results of the paper are not sensitive to the inclusion of

control variables. Thismay indicate that the empirical strategy developed produces plausible exogenous

changes in the magnitudes of electoral defeats.
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B) Could de�cits be generated by economic recessions?

During recessions, the probability of electoral defeat tends to be higher, while enlarged de�cits tend

to be generated by the reduction of government revenue as a consequence of the recession.1 Sim-

ilarly, de�cits may also be higher during interludes as a result of economic downturns, where in-

cumbents’ parties face more often electoral defeats due to recessions. Overall, through this mech-

anism, de�cits may be generated mechanically by the recessions rather than by the strategic use

of debt hypothesis. Then, the estimators ELE × PROB and INTERLUDE LOSS may su�er

from signi�cant upward biases. Fortunately, the evidence that this is not the case is threefold. First,

ln(1 + inflation), real import growth rate, and deterministic sixth-order polynomial time trends per

country (
∑N

i=1

∑6
j=1 κijT

(j)
it ) should control e�ectively for recessions to avoid such biases. Second, as

shown in the previous section, results without controls do not vary signi�cantly in comparison to the

results with controls. This indicates that even in the presence of potential biases, the empirical design

produces plausible exogenous variations of the electoral surprise, which addresses the potential concern

of economic recessions. Third, although the estimation results of equation (13) shown in Table 3 Column

3 may suggest that de�cits are mechanically generated by recessions (that is, ELE × PROB > 0 and

INTERLUDE LOSS > 0), there are two contradictory results when analyzing the �scal de�cit under

divided governments. If recessions are driving the results, it would have been the case during uni�ed

and divided governments given that recessions and 1−ALLHOUSE are uncorrelated, in which case

ELE × PROB × (1− ALLHOUSE) ≈ 0 and INTERLUDE LOSS × (1−ALLHOUSE) ≈ 0.2

Instead, I �nd that ELE × PROB × (1 − ALLHOUSE) < 0 and INTERLUDE LOSS × (1 −

ALLHOUSE) < 0, which clearly indicates that results are driven by the political manipulation of

�scal de�cits under uni�ed governments, and being o�set under divided ones. Overall, the evidence

indicate that results are mainly driven by the political opportunism behind the strategic use of debt

hypothesis.

1I thank an anonymous referee for motivating this analysis.
2I performed regression analyses using annual data to corroborate that 1− ALLHOUSE is not correlated either with

the GDP growth rate or the GDP cyclical component.
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C) Alternative constructions of the probability of being de-

feated

The probability of being defeated is de�ned as one minus the incumbent’s party’s ex post vote share. An

alternative de�nition was also constructed, and the main results throughout the paper did not change.

The latter de�nition considered the ex post vote share of the two parties that got the highest shares

(which usually represent more than 70 percent of total votes). For example, if the incumbent’s party

gets the highest vote share, say, 40 percent, and the second party gets 35 percent, the probability of

electoral defeat is calculated as 1 − 0.40/(0.40 + 0.35). If the incumbent got third place or below, the cor-

responding probability is considered to be one.3 I also construct a more straightforward proxy variable

using a simple categorical approach: high and low probabilities of being defeated. To do so, I calculate

a per-country average of the proxy variable used throughout the paper (that is, one minus the presi-

dent’s party ex post vote share) to use it as a cuto�. Then, the elections in which the corresponding

proxies are above the country cuto� are considered as high probability of being defeated. The added

bene�t of this construction is the balance in between episodes of high and low probabilities of being

defeated, which provides enough within-country variability of those categories. The equation to be

estimated is (13), but instead using PROB as a categorical variable for high probability of electoral

defeats (low probability is the omitted category). In correspondence to the tests on (11), I expect here

E (△d | win, PROB = 1) < E (△d | win, PROB = 0) ≈ 0, where E (△d | win, PROB = 1) =

INTERLUDE − (ELE +ELE ×PROB) represents the change in de�cit after a high surprise win,

while E (△d | win, PROB = 0) = INTERLUDE −ELE represents that change after an expected

win. Analogously, in correspondence to the tests on (12), I expect E (△d | defeat, PROB = 0) >

E (△d | defeat, PROB = 1) ≈ 0, where E (△d | defeat, PROB = 0) = INTERLUDE LOSS +

INTERLUDE − ELE represents the change in de�cit after a high surprise defeat, while

E (△d | defeat, PROB = 1) = INTERLUDE LOSS+INTERLUDE−(ELE+ELE×PROB)

3Results under this alternative de�nition are available on request.
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represents that change after an expected defeat. Estimation results are shown in Table C1 below.

Table C1. Using a categorical approach for electoral defeats.

(1) (2)

Dependent variable: ln(EXPt)− ln(REVt)
PANEL A: Estimators Z = none Z = 1−Allhouse

ELE 0.070*** 0.084***
[0.018] [0.028]

ELE × PROB 0.005 0.090**
[0.025] [0.042]

ELE × (1− ALLHOUSE) -0.028
[0.035]

ELE × PROB × (1− ALLHOUSE) -0.112**
[0.052]

INTERLUDE 0.029 -0.076
[0.061] [0.095]

INTERLUDE × (1− ALLHOUSE) 0.180
[0.118]

INTERLUDELOSS 0.078 0.269**
[0.072] [0.125]

INTERLUDELOSS × (1 −ALLHOUSE) -0.297**
[0.147]

GOV CH -0.021* -0.024*
[0.013] [0.013]

Observations 3002 2,942
R-squared 0.480 0.473

PANEL B: Linear combination of estimators

(1) E (△d | win, PROB = 1, Z = 0) -0.046 -0.250***
[0.063] [0.101]

(2) E (△d | win, PROB = 0, Z = 0) -0.041 -0.160
[0.062] [0.097]

(3) E (△d | defeat, PROB = 1, Z = 0) 0.032 0.019
[0.042] [0.085]

(4) E (△d | defeat, PROB = 0, Z = 0) 0.037 0.109
[0.042] [0.085]

(5) E (△d | win, PROB = 1, Z = 1) 0.070
[0.075]

(6) E (△d | win, PROB = 0, Z = 1) 0.048
[0.073]

(7) E (△d | defeat, PROB = 1, Z = 1) 0.042
[0.048]

(8) E (△d | defeat, PROB = 0, Z = 1) 0.020
[0.048]

* P < 0.10; ** P < 0.05; *** P < 0.01.

Notes: This table shows regression results from estimating equation 8 (column 1) and equation 13 (column 2) using PROB as a categorical variable
(PROB = 1 for high probability of electoral defeat, PROB = 0 otherwise). Controls included, but not reported, are twelve lags of the dependent
variable, ln(1+inflation), real import growth rate, month-country �xed e�ect, and deterministic sixth-order polynomial time trends per country. The
following countries are included in the regressions: Argentina, Brazil, Colombia, Costa Rica, Dominican Republic, Ecuador, Honduras, Mexico, Nicaragua,
Panama, Peru, Uruguay, and Venezuela. Nondemocratic episodes were excluded from the sample, following the Polity IV Project. Robust standard errors
are reported in parentheses.

On Panel B (column 2) we observe that de�cit decreases signi�cantly after an unexpected win

when the president’s party controls the legislature (that is, E (△d | win, PROB = 1, Z = 0) =

−0.250∗∗∗), while a smaller decrease is observed when the electoral win is instead expected (that is,

E (△d | win, PROB = 0, Z = 0) = −0.160). Focusing now on the electoral defeats, the de�cit in-
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crease is not signi�cant when a large electoral surprise is in place under uni�ed governments (that is,

E (△d | defeat, PROB = 0, Z = 0) = 0.109), but it is signi�cantly larger in relation to such increase

when the electoral defeat conforms to expectations (that is, E (△d | defeat, PROB = 0, Z = 0) −

E (△d | defeat, PROB = 1, Z = 0) = ELE × PROB = 0.090∗∗). As expected, no signi�cant and

consistent patterns are found under divided governments (Panel B, column 2, rows 5-8).

D) The role of budget institutions

Budget institutions have shown to be e�ective in enforcing �scal discipline. Poterba (1994), Bayoumi

and Eichengreen (1995), Aleisna and Bayoumi (1996), Bohn and Inman (1996) and Fatás and Mihov

(2006) have shown their e�ectiveness for US states, while, among others, Stein, Talvi, and Grisanti

(1998), Alesina and others (1999) and Filc and Scartascini (2007) for Latin American countries. Around

presidential transitions, as I have detailed in the Data and Empirical Strategy section, legislative control

of the executive tends to be more e�ective in moderating the executive discretion over budget mod-

i�cations than budget institutions themselves. Such moderation under divided governments occurs

mainly because legislative approval (either directly, indirectly, or tacitly) is always required for budget

modi�cations when they are requested by the executive, especially when those modi�cations imply cir-

cumventing budget laws. Moreover, compliance with the budget law under uni�ed governments may

be far from perfect since legislative control over the executive tends to be diluted, which also opens the

door for manipulating �scal resources beyond the boundaries of the budget law. Following these con-

jectures, I expect �scal manipulation of resources to be dampened under divided governments around

interludes, while budget rules may not be as e�ective. Would this be contradicting the e�ectiveness of

budget institutions in enforcing �scal discipline found in Stein, Talvi, and Grisanti (1998), Alesina and

others (1999) and Filc and Scartascini (2007)? It would not be likely since the e�ectiveness of budget rules

are proven to be as such in the long run, where the divided government indicator (1− ALLHOUSE)

varies in each country independently of those rules.
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I test all these hypotheses by running two sets of regressions. On the one hand, to test if divided

government is indeed the most relevant device of �scal performance in the short run (for example,

months before elections and during interludes), I slightly modify equation (13) to include also controls

for budgeting rules as follows,

dit =
∑12

n=1 βndi,t−n +
∑N

j=1 αjxjit + γELEit + θELEit × PROBit+

τINTERLUDEit + λINTERLUDELOSSit + νGOV CHit+

γZELEit × Zit + θZELEit × PROBit × Zit + τZINTERLUDEit × Zit + λZINTERLUDELOSSit × Zit+

γWELEit ×Wi + θWELEit × PROBit ×Wi + τW INTERLUDEit ×Wi + λW INTERLUDELOSSit ×Wi+
∑N

i=1

∑6
j=1 κijT

(j)
it +

∑N

i=1

∑12
m=1 ϕimDim + eit,

(D1)

where, as before, Zit = 1 − ALLHOUSE is the control used throughout the paper for divided gov-

ernments, while now Wi = ln
(

indexi/
(

1
N

∑N
i=1 indexi

))

, where indexi is the Filc and Scartascini

(2007)’s index of budget institutions.4 5 This index is constructed using survey data, and originally

ranges from 1, when budget institutions are very lax, to 10, when budget institutions are very strin-

gent.6 The index relies on budget restriction features, such as �scal rules and limits to indebtedness;

transparency of the budget process, such as disclosure procedures of �scal information; and hierarchical

features, such as restrictions imposed to the legislative branch over budget proposal changes.

I test the e�ect of the budget index on the executive discretion over budget manipulations around in-

terludes with the interacted termsELEit×Wi, INTERLUDEit×Wi, and INTERLUDE LOSSit×

Wi on equation (D1). On the other hand, in order to test the long run e�ects of the budget index, the

inclusion of Wi by itself on equation (D1) should be needed but, unfortunately, since the index is not

4The interacted terms ELEit × Zit × Wi, ELEit × PROBit × Zit × Wi, INTERLUDEit × Zit × Wi and
INTERLUDELOSSit × Zit × Wi produced cumbersome and hard to interpret results. For that reason, I decided to
exclude those interacted terms. However, when the full set of interacted terms is used together with the proper linear
combinations, the results are similar to the ones that comes from estimating equation (D1) without those interacted terms.

5I use the natural logarithm of the transformed version of the index because, since the dependent variable is a natural
logarithm too, the interpretation of the estimator is clearly in terms of an elasticity. In qualitative terms, results are virtually
the same when I use instead Wi = ln(indexi) orWi = indexi, but the coe�cients are clearly harder to interpret.

6Stein, Talvi, and Grisanti (1998) and Alesina and others (1999) also produced indices of budget institutions relying on
survey data. All these indices have their merits, but the advantage of Filc and Scartascini (2007)’s index is that it is produced
for all the countries used in my analysis, while the other two are not.
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time-varying, it cannot be identi�ed due to the inclusion of �xed e�ects per country on equation (D1).

Therefore, another identi�cation strategy has to be relied on. I then follow the two step procedure

widely used for identifying long run e�ects of budget indices that vary across groups but do not vary

over time (among others: Bohn and Inman, 1996; Alesina and others, 1999; Sørensen, Wu, and Yosha,

2001; Fatás and Mihov, 2006). Precisely,

ln(EXPit)− ln(REVit) =
∑N

j=1 αjxit +
∑24

t=1981 τtTit +
∑13

i=1 ϕiCit + µit

ϕ̂i = γ + βWi + εi,
(D2)

where the �rst equation in (D2), the �rst step regression, exploiting time and cross-country variations,

estimates the �xed e�ects ϕi. These �xed e�ects contain the average de�cit per country netting out the

e�ect of macroeconomic variables, such as real import growth rate (a proxy of GDP growth rate), ln(1+

inflation), and year �xed e�ects (τt) that are used to capture aggregate trends per year. Afterwards, the

second equation estimates the long run e�ects of the transformed Filc and Scartascini (2007)’s budget

index (Wi) on the estimated long run �scal de�cit (ϕ̂i).

Estimation results of equations (D1), on Panel A, and (D2), on Panel B, are shown in Table D1 below.
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Table D1. Heterogeneous e�ects: controlling for budget institutions
(1) (2) (3)

Panel A: Budget institutions around interludes

Dependent variable: ln(EXPt)− ln(REVt)

ELE 0.118*** 0.073*** 0.118***
[0.021] [0.013] [0.021]

ELE × (1 −ALLHOUSE) -0.073*** -0.073***
[0.026] [0.026]

ELE ×W 0.028 0.016
[0.052] [0.052]

INTERLUDE -0.068 0.028 -0.072
[0.095] [0.063] [0.100]

INTERLUDE × (1 −ALLHOUSE) 0.171 0.176
[0.118] [0.122]

INTERLUDE ×W 0.160 0.184
[0.424] [0.409]

INTERLUDE LOSS 0.258** 0.079 0.262**
[0.124] [0.074] [0.128]

INTERLUDE LOSS × (1− ALLHOUSE) -0.285* -0.289*
[0.147] [0.150]

INTERLUDE LOSS ×W -0.112 -0.133
[0.447] [0.428]

GOV CH -0.024* -0.021* -0.024*
[0.013] [0.013] [0.013]

Observations 2,942 3,002 2,942
R-squared 0.472 0.480 0.472

Panel B: Budget institutions in the long run
Second stage estimation ϕ̂i = γ + βWi + εi

β̂ (1980 − 2005) -0.301***
[0.092]

β̂ (1980 − 1994) -0.319**
[0.136]

β̂ (1995 − 2005) -0.297***
[0.085]

Observations 13 13 13
R-Squared 0.351 0.285 0.351

* P < 0.10; ** P < 0.05; *** P < 0.01.

Notes:This table shows, in Panel A, regression results from estimating equation 13 (column 1) but without the inclusion of PROB (also reported on Table
3, column 2). In Panel A (column 3) it shows regression results from estimating equation (D1), also without the inclusion of PROB. Controls included,
but not reported, are twelve lags of the dependent variable, ln(1+ inflation), real import growth rate, month-country �xed e�ect, and deterministic

sixth-order polynomial time trends per country. Wi = ln
(

indexi/
(

1

N

∑

N

i=1
indexi

))

, where indexi is the Filc and Scartascini (2007)’s index of

budget institutions. Panel B shows regression results from estimating the second stage equation of (D2), where long run e�ects of Wi are estimated.
Column (1) [2] {3} presents the regression results of using, in the �rst stage estimation, the period (1980-2005) [1980-1994] {1995-2005}. The following
countries are included in the regressions: Argentina, Brazil, Colombia, Costa Rica, Dominican Republic, Ecuador, Honduras, Mexico, Nicaragua, Panama,
Peru, Uruguay, and Venezuela. Nondemocratic episodes were excluded from the sample, following the Polity IV Project. Robust standard errors are reported
in parentheses.

Column 1 shows, for comparison purposes, the benchmark estimation of Table 3 (column 2). Col-

umn 2, instead, controls for the natural log of the transformed Filc and Scartascini (2007)’s index of

budget institutions (W ). We observe that budget restrictions do not seem to be e�ective in damp-

ening the opportunistic use of de�cit before elections and during interludes (that is, ELE × W and
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INTERLUDE LOSS × W are close to zero and insigni�cant).7 In Column 3, I control for both,

1−ALLHOUSE andW , where it is clear that –comparing results of column 1 with results of column

3– results under the interacted terms of divided governments are invariant to the inclusion of interacted

terms of the index of budget institutions. This implies that 1−ALLHOUSE is not correlated toW . In

another words, uni�ed government and its potential to allow budget modi�cations do not seem to be

correlated to the budget institution index used. Overall, results suggest that divided governments are a

more e�ective device in dampening the political use of resources in the short run (in this particular case,

around interludes). This supports the discussion provided here and in the Data and Empirical Strategy

section.

When it comes to the analysis of the long run, however, as found in the literature, Filc and Scartascini

(2007)’s index is e�ective in boosting �scal discipline. As we see in Panel B of Table D1, the long run

e�ect of the index on the budget de�cit is indeed signi�cant. We observe in column 1 that for a 1 percent

increase in the index (that is, more stringent �scal rules), the budget de�cit decreases around 0.3 percent

(that is, β̂ = −0.301∗∗∗). Since this index of budget institutions relies on survey data conducted around

the year 2000, it might not be accurate to use it for periods that are far from the year on which the

survey was conducted. To test for the accuracy of the index, I study its e�ect in two sub-periods: One

far from the year of the survey, 1980-1994, and another one closer to that year, 1995-2005. As we observe

on columns 2 and 3, results are very similar for the two sub-periods. These indicate that the Filc and

Scartascini (2007)’s index remains a good indicator of �scal performance regardless of the sub-period

used.

In order to test Proposition 2, the tests on (11) for electoral wins, and on (12) for electoral defeats

have to be performed. The problem is that now those tests have to be constructed controlling for

the budget index. This is problematic since the index is a continuous variable. In order to overcome

this complication, I divide the sample into two: a group of countries with the highest value of the

index, which will be considered countries with stronger budget institutions (Brazil, Honduras, Mexico,

7In Filc and Scartascini (2007)’s words, “budgetary institutions are part of a wider game that sometimes transcends the
budgetary process itself.”
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Panama, Peru and Uruguay), and the other group of countries with the lowest values of the index,

which will be considered countries with weak budget institutions (Argentina, Colombia, Costa Rica,

Dominican Republic, Ecuador, Nicaragua and Venezuela).8 Then, I run the tests described on (11) and

(12) for the two groups of countries. For both sub-samples, the results were very similar to the ones

displayed on Table 4, where the full sample was used. This indicates that for both group of countries,

as I have stated on the discussion in the Data and Empirical Strategy Section, the main moderating

factor of the executive’s discretion around interludes is the legislature under control of the opposition,

rather than being budget rules. Results of tests on (11) and (12) for the sub-samples are not reported,

but available on request.

8To separate the sample into two, I use a cuto� of 6.
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