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Abstract: The number of parties in government is usually considered to increase spend-
ing. We show that this is not necessarily the case. Using a new method to detect close
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in regression discontinuity-type estimations that absolute majorities spend more, not less,
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1 Introduction

In proportional election systems, there are typically more than two parties in par-

liament. This can result in either a coalition government or an absolute majority

government of a single party. Does the form of government matter for the level of

spending, or debt? This is what we want to investigate empirically.

The theory starts from the question of how groups in society divide a common pool,

that is, a situation in which benefits of a certain policy are local, but financing of this

policy is global.1 The pork barrel model of Weingast, Shepsle, and Johnsen (1981) for

instance assumes universalism in the decision process such that each local group can

decide independently on how much local spending it receives – financed by a common

pool of (global) taxes. In a Nash equilibrium, this results in overspending.2

This common pool problem also applies to parties in a coalition government – but

the issue here is more subtle: parties of a governing coalition may not internalize the

full cost of their targeted spending for the constituencies of other coalition members.

Therefore, a coalition government may spend more than a single party government

that internalizes the full cost for all its constituencies. Cost in this context means

political costs for the other parties in a coalition. These political costs, however, are

the result of financial costs of local public goods spending.

Persson, Roland, and Tabellini (2007) provide the most extensive model of what

they call an ”electoral common pool problem” in coalitions of parties.3 Their model

starts from first principles, that is, party formation is endogenous and depends on

whether the electoral rules are majoritarian or proportional. One key assumption is

that voters reward their own party more often than other parties in the coalition. If

parties merge to one larger party, the voters cannot discriminate between the groups

within the party. Therefore, in a single party government the electoral common pool

problem of pleasing your own group at the expense of the other groups in the coalition

disappears.

We propose two conceptual frameworks that have the opposite results. First, we

argue that indivisibilities of spending can lead absolute majorities to spend more.

1See Knight (2006) for a recent overview.
2Besley and Coate (2003), Lockwood (2002) and Persson and Tabellini (1994) are other examples

of the political economics of decentralization and common pool problems using various political
models.

3Their work is in part inspired by the less formal treatment of these ideas in Bawn and Rosenbluth
(2003, 2006).
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The reason is that a coalition may not be able to agree on two or more projects and

rather implements none. An absolute majority on the other hand may implement its

preferred project, which results in higher spending. Second, we draw on the literature

about the strategic use of debt by Alesina and Tabellini (1990).4 When a government

expects to be replaced in the next election with a relatively high probability, it may

use its powers to tie the hand of a successor government. A party that won an absolute

majority with a small margin may consider it unlikely to be in this unique position in

the future. It may therefore spend more on its preferred policy area and incur higher

debt, which limits the choices of future governments with different preferences.

Before we discuss our results, we will shortly outline our identification strategy. Em-

pirical research on coalition governments and single party rule needs to overcome the

identification problem: the electoral rules, the evolution of a multi-party system and

especially the election results are highly endogenous. This is also why older contri-

butions like Roubini and Sachs (1989a,b), that find a positive effect of the number

of parties on spending, detect correlations rather than causal relationships. In fact,

they themselves point out that the degree of wage indexation and the prevalence of

coalition governments is positively correlated. In subsequent research, these problems

have been tackled by using control variables, electoral reforms in combination with

panel data methods like fixed effects and by instrumenting based on theory.

Bawn and Rosenbluth (2006) use country-level data and rely on control variables and

panel data methods for inference. Their results show that the number of parties in

government has a large positive effect on the government spending share of GDP in

the next year. Persson, Roland, and Tabellini (2007) go one step further: besides us-

ing panel data methods, they theoretically motivate a choice of instrumental variables

for whether the country in question was headed by a coalition government. Their es-

timation, based on country-level data, also suggests that coalition governments spend

more. Kontopoulos and Perotti (1999) and Perotti and Kontopoulos (2002) show that

the number of parties in government may be less important than the number of spend-

ing ministers in the cabinet. They use OECD countries and fixed effects specifications

to deal with the identification problem. A similar result has also been confirmed on

the level of Swiss cantons by Schaltegger and Feld (2009).

Our empirical setup differs from the previous literature. We investigate the hypothesis

4Another strand in the strategic use of debt literature is Persson and Svensson (1989). They
argue that a thrifty government that expects to be replaced may incur debt and lower taxes, to tie
the hands of a future spendthrift government. However, we do not distinguish between parties in
this setting.
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that absolute majorities spend less using municipal election and spending data from

the German state of Bavaria. In this data set, we observe more than 2,000 small po-

litical units over two election periods in a common proportional election system and a

common institutional setting. They do vary in the type of government, however: ab-

solute majority or coalition governments. What is more, roughly 40% of observations

in our sample are governed by an absolute majority. Given the richness of our data,

we choose a method more akin to the program evaluation literature: in the spirit of

regression discontinuity designs (RDD), we use close elections – that were decisive for

a single party or a coalition government – as a source of exogenous variation. Essen-

tially, our design compares absolute majorities that just barely won the last decisive

seat to observations with coalition governments, where the largest party in the council

barely did not make the threshold to govern alone. The counterfactual to an absolute

majority is therefore a coalition government of which the large party is likely to be a

part of.5

Close elections are increasingly common as a source of exogenous variation in empiri-

cal political economics, starting with Pettersson-Lidbom (2008) on Swedish municipal

councils and Lee (2008) on incumbency of US House representatives.6 However, two

recent studies (Caughey and Sekhon (2011) and Grimmer, Hersh, Feinstein, and Car-

penter (2011)) have shown that the exogeneity of close election outcomes should not

be taken for granted. We will provide a battery of tests in order to assess the validity

of our design.7

Detecting close election outcomes in a proportional election system is far from easy,

even for outcomes that are seemingly simple like the 50% seat threshold in a municipal

council. The reason is that seats are distributed according to a complex rule, and a

vote share as low as 41% may be enough to win 50% of the seats. We identify close

election outcomes using a new method, where we simulate a slightly perturbed election

and observe changes in the seat allocation. Cases in which the seat allocation changes

5We only consider those absolute majorities in which the mayor is from the largest party. This
allows us to abstract from legislative bargaining considerations. It also makes it more likely that
the largest party is part of a governing coalition in cases where it cannot win an absolute majority
because the mayor is also from that party.

6Other examples include Lee, Moretti, and Butler (2004) on the US House, Ferreira and Gyourko
(2009) and Gerber and Hopkins (2011) on US mayors, Folke and Snyder (2012) on gubernatorial
midterm slumps as well as DiNardo and Lee (2004) and Lee and Mas (2012) on union elections.

7There have also been critical studies on the local level, for instance Vogl (2011) that uses larger
municipalities in the US. Our design on the other hand is supported by studies on German mayoral
elections (Freier (2011)) and on German council elections (Freier and Odendahl (2011)). Both papers
show the validity of their respective RDDs.
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often in repeated simulations are considered close.8

We find three key results. First, absolute majorities spend more, not less. This effect

is particularly strong for non-CSU parties, that is, parties other than the dominant

party in Bavaria. Second, we find that property tax rates increase and also some

indication that debt increases. Finally, we show that the party that governs with an

absolute majority derives no political benefits from its power. The mayor on the other

hand, that is from the same party and therefore heads this absolute majority, does

gain politically.

The paper is organized as follows: section 2 lays out two conceptual frameworks for

spending decisions of absolute majority governments, section 3 discusses the institu-

tional background and the data, the 4th section contains the empirical strategy, and

section 5 the results. After we discuss the robustness and validity of our design in

section 6, section 7 concludes.

2 Two conceptual frameworks

Contrary to the electoral common pool problem laid out in Persson, Roland, and

Tabellini (2007), we present two conceptual frameworks for why single party govern-

ments may in fact spend more. One is based on indivisibilities of spending, the second

on the strategic use of debt.

If spending is a discrete choice, that is, projects are of a given size like a new road or

a kindergarten, how many projects will be implemented? In a coalition government,

the agenda setter has to offer other coalition members at least their reservation utility.

Taxation without their preferred project will be lower than their reservation utility,

so the agenda setter has to offer each coalition member their preferred project. The

choice for the agenda setter is therefore whether to implement the projects of all

coalition members (including her own), or none. Depending on the valuation of the

projects, the outcome could be that no project is implemented. If, on the other hand,

there is an absolute majority government, the same choice is whether to implement

her preferred project or not. Under reasonable assumptions about the value of that

project, it will be set up and an absolute majority spends more than a coalition

government. This model is probably more relevant on the local than on the federal

level, considering the type of spending decisions. In this paper, we only consider

8We use a similar method in Freier and Odendahl (2011).
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the local level and therefore expect to see higher spending by absolute majorities if

indivisibilities are an important issue.9

The second idea is related to our empirical strategy: if a party has barely won the

power of absolute majority – potentially through a popularity shock – it might assign

a rather high probability to losing this absolute majority in the next election.10 In our

setting, this is a reasonable assumption as we empirically look only at close election

outcomes as an exogenous source of variation, and thus very close absolute majorities.

Then a classic story about the strategic use of debt unfolds, based on Alesina and

Tabellini (1990):11 Parties differ in their preference for two distinct public goods,

comparable to the first framework above. If the chances of one party to be re-elected

are relatively small, it will overspend on its preferred public good, and finance this

with higher debt to tie the hands of the successor government. This new government

will have to strike a balance between the marginal cost of extra spending, given a now

higher debt level, and the marginal benefit of its preferred policy.12

The empirical predictions that follow from both conceptual frameworks combined

are that the absolute majorities that we identify spend more for two reasons: First,

parties may favor different public goods and therefore overspend to tie the hands of

the next government. Second, there might be indivisibilities in spending, which leads

an absolute majority to implement their project, but forces a coalition government

to implement none. The next section provides some background on the elections and

the data before we move on to the empirical specification and the results.

3 Institutional background and data

We use data from municipal elections in the German state of Bavaria in the south-east

of Germany.13 All municipalities in Germany use some form of proportional elections

9A similar argument has been made by Tsebelis (1995). He suggests that policy change is mainly
determined by how many veto players are present. He recognizes that multiple parties in a coalition
government each possess veto power. A larger number of veto players in his model – in our case a
coalition government versus an absolute majority – will be connected with less change in policy, and
hence less investment projects that are realized.

10In fact, we find that having an absolute majority on the margin has no positive effect on the
probability of having one in the next election.

11Persson and Tabellini (2002) provide a basic exposition of the strategic use of debt, while
Pettersson-Lidbom (2001) offers an empirical treatment and a good overview.

12The intuition is that servicing a higher debt load requires higher (distortionary!) taxes, so a
higher debt burden c.p. lowers public goods spending.

13Bavaria consists of more than 2,000 municipalities and has a population of 12.5 million on an
area of 70’500 km2 (6’775 square miles), roughly the size of Switzerland and Belgium combined. See
Bayerisches Landesamt fuer Statistik und Datenverarbeitung (2011).
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for their council, and Bavaria is no exception. The dominant party is the Christian

Social Union (CSU), a center-right party that has dominated Bavarian politics since

the end of World War II. Absolute majorities are therefore common in Bavarian local

politics, but they also exist for non-CSU parties.

A local government in Bavaria consists of an elected mayor and a legislative body, the

town council. The mayor is the head of the administration and also a voting member

of the council. On average, the municipal authorities manage a yearly budget of about

1570 euro per capita. The revenue of a municipality consists of its own taxes (two

property taxes, one business or trade tax), shares of the revenue of state and federal

taxes, as well as allocated funds from higher tiers of government that the municipality

administers, e.g. for public schools or social services. Other main areas of municipal

spending are general administration, public order, infrastructure, cultural institutions

and public transport. Although the division of tasks between the different tiers of

government is complex in Germany, the municipalities do have discretion in their

budget.

In Bavaria, we have a homogeneous institutional setting and a relatively high number

of absolute majorities. What is more, we have consistent information about the mayor

which is an important factor in absolute majorities as they are usually from the largest

party and a voting member of the council. The descriptives statistics are presented in

table 1. There are absolute majorities in 42% of municipalities, with a median number

of parties of three. Further descriptive statistics on the outcome variables are given in

table 5 in the appendix. The variation is relatively high, particularly for investment

spending and debt. The tax rates are given as multipliers that the municipality can

set, based on a federal law. The multipliers in theory range from 0 to 800, but are

usually in the range of 300-350.14

14Bundesfinanzministerium (2012) and Bundesbank (2007) contain the details (in German). In-
formation in English can be found in Bundeszentralamt fuer Steuern (2012).
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Table 1: Sample description

(1) (2) (3) (4) (5)

Mean Std. dev Median 25 %ile 75 %ile

Average population 5867.3 30659.3 2710.5 1544 5134

Council size 15.7 5.84 14 12 20

Number of parties 3.67 1.59 3 3 4

Vote share of strongest party 49.20 17.44 45.23 38.18 54.86

Vote share of strongest party 41.3 8.6 41.2 35.8 46.7

(if no. parties ≥ 3)

Vote share of 2nd strongest party 28.53 10.27 29.11 23.53 34.89

Share of absolute majorities 0.421 0.494 0 0 1

Notes: The table shows the descriptive statistics for the sample. We present sample means, standard

deviations, median as well as the 25% and the 75% percentiles of the distributions for the variables

indicated in the left column. In total, we observe 2051 Bavarian municipalities for 2 election terms

(1996-2002, 2002-2008). Source: Own calculations, based on the data provided by the Bavarian

statistical office.

4 Empirical strategy

In order to estimate the effect of absolute majorities on spending and tax decisions,

we need to overcome the endogeneity problem that plagues many observational study

in political economics: election outcomes are not random. They reflect political pref-

erences of the constituencies and change over time. However, we know that there are

certain thresholds at which political power changes discontinuously. These discon-

tinuities offer an excellent opportunity to extract exogenous variation in a political

variable. Our empirical strategy is therefore based on regression discontinuity-type

estimations.15

In our context, we are interested in the threshold at which an absolute majority

15Apart from the RDD literature in political economics, there are many examples outside of it.
Thistlethwaite and Campell (1960) is an early application outside of economics, and van der Klaauw
(2002) one of the first within economics. See Hahn, Todd, and van der Klaauw (2001) and Imbens and
Lemieux (2008) for overviews of the method, and Cook (2008) for an interesting historical exposition.
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governs the council. In other words, we want to compare cases in which a party

barely won an absolute majority to cases in which it barely did not and a coalition

government had to be formed.16 To abstract from legislative bargaining between the

mayor and the majority of the council, we only consider those absolute majorities in

the council that also included the mayor from the same party.

For example, if we have a council with 12 members, in which the mayor is the 13th

member and is of party A, we compare cases in which party A just lost the 6th seat, to

cases in which it just won the 6th seat and – combined with the mayor – has 7 out of 13

seats. Our relevant threshold is then the 50% + 1 seat majority in the council, given

a mayor from the same party. Assigning treatment therefore seems straightforward.

An RDD, however, requires us to either come very close to the threshold or – better:

and – control for deviations from the threshold by including a control function. None

of this is straightforward in our setting, unfortunately.

It may seem that the 50% + 1 seat threshold roughly translates into the 50% vote

share threshold, but it is much more complicated than that. In each proportional

election system, there is a seat allocation rule that translates a large number of votes

into a small, discrete number of seats.17 Whether a party receives this last seat to

have an absolute majority therefore depends not only on its own votes, but also on

the distribution of votes among the other parties. In some cases in our data, 41% of

the votes was enough to secure half the seats, whereas in other cases it took up to

48%.18

The so-called forcing variable of our RDD is therefore the whole vector of votes.19 To

identify a close absolute majority therefore requires to know how far from the decisive

seat change we are for the largest party. We shortly elaborate on how we accomplish

that.

In order to determine which absolute majorities were close, we repeatedly perturb the

16We only consider observations that had 3 or more parties.
17The municipal elections in Bavaria use the d’Hondt method. In this method, the total number of

votes is divided by the total number of seats. This results in the ”price” of one seat. After the votes
of each party are divided by this price, we receive the exact distribution of seats. In a next step, all
numbers are rounded down to get the integer. Since this will leave at least one seat unoccupied, the
”price” is lowered slightly, until this procedure distributes all seats.

18The method used in Bavaria favors larger parties. This is why no party needed 50% of the votes
to command an absolute majority.

19This is different from the recent literature (e.g. Imbens and Zajonc (2011)) on multiple variables
in an RDD. In our setting, there are not only multiple variables that determine the threshold, but
these multiple variables interact with each other in complex ways.
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votes of all parties in a municipality and observe whether the seat allocation changes.20

We use a normally distributed random variable for each party to perturb the votes.

These random variables have expectation zero and variance (kvj,i)
2, where vj,i are the

votes of party j in municipality i. The factor k therefore scales the standard deviation

such that it is a percentage share of the votes for this party. We will use k = 1%

and k = 2%. If the seats change often, we consider this allocation close. We define

“often” as 1/6 of the time.21

Including a control function is important in RDDs unless the amount of data allows

us to get arbitrarily close to the threshold.22 In our setting, the forcing variables are

the votes of all parties and the council size, combined in a complex formula. There is

no natural control function to include and the treatment can occur at quite different

points on this function. If we used all observations and relied on the control function

to precisely filter out all influences other than the type of government, we would

probably fail. We therefore minimize our reliance on the control function and use

only our carefully selected close elections as a source for our identification. When we

do use a control function of the vote share of the strongest party, we estimate it over

the whole range of observations, and specify it flexibly on both sides of our threshold.

Our regression takes the following form:

yi = α + βDi + γci + f(vi) + Xiδ + ei, (1)

where yi is the outcome variable (spending, taxes or debt), Di is a dummy for whether

a party has a close absolute majority, and ci is a dummy for whether the seat that

decided about the absolute majority was close. The control function f(vi) of the vote

share of the strongest party is quadratic, and interacted with a dummy variable Ti

that denotes all absolute majorities. This way, we allow for different control functions

on both sides of our threshold. Note that there is a difference between Ti and Di:

Di only marks those absolute majorities that were close, whereas Ti is equal to one

for all absolute majorities. Xi is a set of controls that include population, council

20Folke (2010) uses an analytical method to determine, based on the election rules, the minimal
vote share that was required for a seat change. Our approach, while leading to very similar results,
is easier to implement, and lends itself naturally to many different settings.

21The reason is that for normally distributed variables roughly 1/3 of the probability mass lies
outside of one standard deviation and we observe seat changes almost always in just one direction
during the perturbations. So a “close” outcome that changes more than 1/6th of the time required
on average a vote change of about one standard deviation, (kvj), even though in specific perturbed
simulations, it might have been more (or less).

22See Hahn, Todd, and van der Klaauw (2001) for a formal treatment of the bias that otherwise
occurs.
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size, year dummies, and a dummy for whether the CSU is taking part in the election.

In some specifications, it also includes a lagged outcome variable. In essence, we are

using all observations that were not close only to add precision to the estimation

of the control function and the other control variables. The identification of the

coefficient of interest, β, is based on our close absolute majorities. Note that we only

use observations that had three or more parties to ensure that we compare observations

with absolute majorities to those that had a coalition government.

Adding lagged dependent variables as a regressor is a delicate issue. On the one hand,

it is not necessary to include baseline covariates – of which the lagged dependent

variable is a part – in a perfect experiment with sufficient amounts of data. It is

often done nonetheless because it has the potential to reduce sampling errors if the

amount of data is limited. On the other hand, lagged dependent variables introduce

a potential bias: if the error term is serially correlated, it will be correlated with the

lagged dependent variable and may therefore bias the estimated coefficient of interest

as well.

Our empirical specification passes the validity tests in section 6. However, our main

concern is that the remaining differences in pre-determined outcome variables may

obscure the true effect of absolute majorities – especially since the number of observa-

tions is low the closer we come to the threshold. Therefore, controlling for the lagged

dependent variable in an arguably very good experiment has the potential to reduce

sampling errors and correct for underlying differences that occurred by chance.23

We also show the results of a simple OLS specification of the following form:

yi = α + βTi + Xiγ + ei. (2)

As an intermediate step from OLS toward our RDD, we limit the OLS sample to those

observations that were just one seat above or below the absolute majority threshold.

5 Results

Table 2 contains our main results, where each coefficient represents a separate re-

gression. Columns (1) and (2) are based on the OLS equation (2), where the second

specification restricts the sample to those cases in which a party was exactly one

23This is also why Lee and Lemieux (2009) recommend to use baseline covariates, including lagged
dependent variables, in an RDD and in the validity tests.
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seat above or below the threshold for an absolute majority. The results in columns

(1) show that an absolute majority is associated with slightly higher spending, even

though we do not recommend to interpret these results as causal relationships for the

reasons given above. The results in column (2) give a better impression of a causal

effect as we limit our attention to reasonably close election outcomes. The effects are

economically large and highly significant: absolute majorities seem to spend more.

Columns (3)-(6) contain the RDD results based on regression (1) that we can con-

fidently interpret as causal. In the first two columns of these, we set our closeness

parameter k equal to 2%, in the remaining two columns, we use 1%. In columns (4)

and (6) we include our quadratic control function of the vote share of the strongest

party. The results including the lagged dependent variable show positive and signif-

icant effects: absolute majorities spend more, and substantially so considering that

the average spending is 1570 euro per capita, with a standard deviation of roughly

600. Excluding the lagged dependent variable lowers the precision of our estimates,

but they remain in the same ballpark.

Table 2: Spending of absolute majorities

(1) (2) (3) (4) (5) (6)

OLS RDD

Simple restrict 2% 2% wVS 1 % 1% w VS

Total spending 26.066* 74.124*** 41.699 6.866 154.391 101.049

(14.959) (22.308) (58.658) (51.675) (99.510) (94.699)

[2804] [1107] [148] [2804] [67] [2804]

Total spending 21.131* 70.877*** 85.061* 47.937 186.266** 135.475*

(lag. dep. var. included) (12.658) (18.745) (45.338) (43.808) (79.971) (80.244)

[2804] [1107] [148] [2804] [67] [2804]

Notes: Significance levels: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in parentheses, number

of observations in squared parentheses. Each coefficient represents a separate regression using a dummy for

whether there was an absolute majority (D=1), the dependent variable is shown in the left column. Outliers

were eliminated for all specifications by restricting the sample to the 1-99 percentiles of the outcome variable.

Columns 1-2 use OLS specifications. Column 1 uses the entire sample, while column 2 is restricted only to

observation in which the largest party had won or lost the absolute majority by just one seat. Columns 3-6

use RDD specifications. Column 3 and 5 use a limited sample specifications in which we use only observations

for which the margin of closeness was less then 2 percent and 1 percent respectively. Columns 4 and 6 add a

quadratic vote share control function to that approach which is then estimated out of the entire sample. Each

specification includes population controls, year dummies and council size. Source: Own calculations.

If we examine our results in a little more detail, we find which parties are mainly
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responsible for this increase in spending. Table 3 is set up in exactly the same way

as table 2, but we only look at non-CSU parties, that is, only those observations

in which parties other than the dominant party in Bavaria were close to winning or

losing an absolute majority. As the table shows, these effects are larger and of higher

significance than the overall estimates above, indicating that the non-CSU parties are

mainly driving the effects.

Table 3: Spending of absolute majorities (only non CSU)

(1) (2) (3) (4) (5) (6)

OLS RDD

Simple restrict 2% 2% wVS 1 % 1% w VS

Total spending 61.047** 124.371*** 88.239 123.346 362.338*** 358.737**

(24.657) (37.104) (87.961) (88.071) (115.129) (176.502)

[1253] [432] [51] [1253] [21] [1253]

Total spending 46.038** 126.359*** 142.587* 148.529* 362.435*** 341.121**

(lag. dep. var. included) (21.645) (32.861) (74.657) (77.267) (113.635) (154.937)

[1253] [432] [51] [1253] [21] [1253]

Notes: Significance levels: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in parentheses, number of

observations in squared parentheses. Each coefficient represents a separate regression using a dummy for whether

there was an absolute majority (D=1), the dependent variable is shown in the left column. Outliers were eliminated

for all specifications by restricting the sample to the 1-99 percentiles of the outcome variable. Columns 1-2 use OLS

specifications. Column 1 uses the entire sample, while column 2 is restricted only to observation in which the largest

party had won or lost the absolute majority by just one seat. Columns 3-6 use RDD specifications. Column 3 and 5

use a limited sample specifications in which we use only observations for which the margin of closeness was less then

2 percent and 1 percent respectively. Columns 4 and 6 add a quadratic vote share control function to that approach

which is then estimated out of the entire sample. Each specification includes population controls, year dummies and

council size. Source: Own calculations.

So far we have only considered overall spending as the outcome variable. In table

6 in the appendix, we also look at other fiscal variables like taxes, debt, and some

subsets of overall spending.24 Although debt is higher in all specifications, the effects

are imprecisely estimated which is not surprising given the higher overall variability in

debt shown in the descriptive statistics in table 5 in the appendix. What is striking is

the effect on taxes: rather than using debt alone to finance the increase in spending,

absolute majorities use concurrent taxes as well. The results for investment spending

24Note that in this table, we have left out the OLS regressions and only show the main specification
including the lagged outcome variable. Each coefficient again represents a separate regression.
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show a consistent increase, but the high variability of this type of spending does not

allow for a very precise estimation.

Next, we turn from policy effects to political outcomes. Table 4 contains the results,

and each coefficient represents a separate regression.25 There is no significant effect

on the vote share of the absolute majority party, nor on its probability to obtain this

position again. However, the mayor does benefit considerably: governing with the

support of an absolute majority from her own party adds 14-21% to her probability

of winning the mayoral election next time.

Table 4: Electoral effects on subsequent mayor and council elections

(1) (2) (3)

RDD

3 percent 2 percent 1 percent

Prob. of winning the mayor office (t+1) 0.140** 0.184** 0.207*

(0.063) (0.074) (0.116)

Prob. of absolute majority (t+1) -0.003 0.017 0.160

(0.068) (0.076) (0.112)

Vote share in next election (t+1) 0.014 0.002 0.035*

(0.015) (0.016) (0.019)

Notes: Significance levels: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in

parentheses. Each coefficient represents a separate regression using a dummy for whether

there was an absolute majority (D=1), the dependent variable is shown in the left column.

Column 1 uses a limited sample specifications in which we use only observations for which

the margin of closeness was less then 3 percent. Column 2 and columns 1 limited that

margin to 2 and 1 percent respectively. A vote share control function is not used here,

because we collected data on the political outcome variables only for the observations in

the close margin samples. Each specification includes population controls, year dummies

and council size. Source: Own calculations.

The results presented so far have a clear message: absolute majorities spend more,

not less, in our setting. However, we should note that our estimates are local in

two respects. First, they are based on close absolute majorities only. Our results

may therefore not apply to absolute majorities that were not close.26 Second, we are

25Note that we only use the close samples without a control function, and therefore add the sample
with k = 3% as well. The reason is that we only manually added the political outcome variables for
the close absolute majority elections, and not for all 2804 observations.

26On the other hand, the OLS results – especially those that we limit to being one seat away from
the threshold – also point toward higher spending of absolute majorities. Our causal effects may
therefore be less local than the empirical design suggests.
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looking at local spending that may be different from spending on higher tiers of gov-

ernment. We also find evidence that debt increases as well, albeit often insignificantly

so, which may support a strategic use of debt story outlined above. The increase

in investment spending is also insignificant, but consistently positive, which shows

that indivisibilities of spending may be part of the reason. Given the high variation

in debt and investment spending, our imprecisely estimated effects therefore support

both conceptual frameworks above.

In additional tests in section 6, we find that absolute ”super-majorities”, that is,

absolute majorities that could govern even without the mayor, do not increase spend-

ing. Part of the reason could be that the mayor is the driving force of the spending

increases that we find, which is supported by the political effects: only the mayor

benefits from an absolute majority. Another reason could be that the absolute ma-

jority was stable in the sense that the party expects to govern this municipality with

an absolute majority in the future as well. In other words, there is no need for the

strategic use of debt in this context.

6 Robustness and Validity

In this section, we offer tests for the validity of our design and the robustness of

the results. We start with the latter. In table 7 in the appendix, we show how

alternative specifications in the vote share control function of the strongest party affect

our estimates. In the first two columns, we vary the order of the control function, in

columns (3) and (4) we include the second strongest party’s vote share, the last two

remove two conditions that we imposed: that the control function differs on both sides

of the threshold, and that we only consider observations in which the mayor is from

the strongest party.27 All six columns show that our results are stable, even though

they lose significance if we consider all parties. For non-CSU parties, the effects are

almost unchanged.

Turning to the validity of our results, we first show a series of four graphs (in the

appendix) before turning to a regression-based test on pre-determined variables. We

end the section with a test at other thresholds.

Figure 1 shows the distribution of close elections for a wide range of choices of our

closeness variable k.28 Each bar represents the number of observations that were added

27Note that we keep this mayor restriction in place for the close observations that identify the
effect, even in column (6). We only lift this condition for the estimation of the control function.

28So far, we have only used k = 1% and k = 2%.
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by extending the definition of closeness by .2 percentage points, for example, by using

k = 1.2% instead of k = 1%. It is depicted as the frequency graphs for usual RDDs,

that is, where the threshold is known and fixed, and the frequency of observations is

compared on both sides of the threshold.29 The units on the horizontal axis should

therefore not be taken literally. What emerges from the frequency distribution is that

the variations on either side are small, and not a source of concern for our design.

In a related but different figure 2 in the appendix, we show the distribution of one

major part of our forcing vector: the vote share of the strongest party. The figure

is separated by the value of k and whether the close election result led to a coalition

government or an absolute majority. Of course, we expect the vote share to be on

average k% points higher in the absolute majority sample, given our perturbation

design. There is no notable difference in the distributions. The final two graphs in

figures 3 and 4 show the distribution of the vote share of the dominant Bavarian party,

the CSU, and the distribution of the population size, both separated by our treatment

variable. In both variables, the distribution is very similar.

In our design, we use the averaged spending over the government term as the outcomes

variable. If, on the other hand, we use variables as the outcome that should not be

affected – the value of last term’s spending, or the council size – we should not find

any effects. The results of this validity test for each variable separately are shown in

table 8 in the appendix.30

The political and descriptive variables (population and council size, number of parties,

absolute majority in t − 1) show no tendency in one or the other direction. These

variables therefore support our design. The fiscal variables during the last government

term are presented in panel two of table 8. The fact that total spending is (insignif-

icantly) smaller in the last government term where there is an absolute majority in

the next is a source of concern for our results. This is also why we include lagged

dependent variables, in order to minimize potential sampling error. We therefore con-

clude that our results are still valid in the presence of the slightly negative spending

estimate with which the absolute majorities started their term.

Other fiscal variables show no clear tendency in this test: debt, personnel and invest-

29The formal test of frequency after McCrary (2008) is possible in our design as well, but compu-
tationally demanding.

30The only difference to the main specification above is that we do not include a lagged dependent
variable (from t-2). We also conducted a seemingly unrelated regression (SUR) using all these
variables combined (see Lee and Lemieux (2009) for details). The test for significance of absolute
majority in this system of equations was insignificant (results not shown).
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ment spending, as well as the main property tax B, for which we find significant effects

in the original results, are all balanced on average. The trade tax and the secondary

property tax do seem to vary slightly, but since we cannot find any results in our main

estimations – with the lagged variable included – they are not of concern for our main

results. Overall, the pre-determined test confirms the validity of our design.

Finally, we apply our empirical design to two other thresholds. The first is where we

artificially declare those parties the winner of an absolute majority that have one seat

less than they should have. For example, in a council of 13 (including the mayor),

we have so far considered those observations in which the strongest party was close

to winning or losing the 7th seat. Now, we compare those in which the strongest

party was close to winning or losing the 6th seat. While we are tempted to call this a

placebo test, it is not a real placebo as the seat distribution does change. However, the

results in the first panel of table 9 show that this low dose of political change has no

effect on spending, contrary to the high dose of moving from a coalition government

to an absolute majority.

The second test is similar: we compare those observations in a council of, say, 13 in

which the strongest party was close to winning or losing the 8th seat. Such absolute

”super-majorities” therefore do not depend on the mayor (that we still restrict to come

from the same party). This test is therefore not a placebo test either, as the power

of the mayor may change. On the other hand, we are comparing absolute majorities

that were not very close to losing their status, which may impact their policy setting

as well. The results are presented in the second panel of table 9. They show that the

effects are insignificant, but have a clearly negative tendency. While that does not

invalidate our design, it does suggest, that either the mayor may be a decisive factor

for whether an absolute majority spends more or that a highly contested absolute

majority may act differently than a less contested one.31

7 Conclusion

The purpose of this paper is to empirically investigate whether absolute majorities

spend less, as the literature on the electoral common pool problem and the existing

empirical evidence suggests. Our regression discontinuity-type estimation procedure

allow us to carefully isolate close elections in order to use truly exogenous variation

in the form of government.

31The obvious solution is to compare absolute majorities in which the mayor comes from another
party. This, however, is impossible to test empirically as such cases are very rare.
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We find that in our setting – local spending in municipalities in the German state of

Bavaria – the opposite is true: absolute majorities spend more overall. This effect is

stronger for parties other than the dominant party in Bavaria. We also find indications

that absolute majorities increase debt and investment spending, and a significantly

positive effect on taxes. Finally, we show that the political benefits of an absolute

majority in the next election accrue mostly to the mayor, not to the party as a whole.

We propose two conceptual frameworks for thinking about this result. The first is

based on indivisibilities of local spending, the second on the strategic use of debt.

Contrary to the literature on coalition governments and spending, they imply that

absolute majorities in fact spend more. We find some supportive evidence for both

frameworks.
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A Appendix

Table 5: Descriptive statistics for the outcome variables

(1) (2) (3) (4) (5)

Mean Std. dev Median 25 %ile 75 %ile

Panel 1: Spending

Total spending 1570.8 598.5 1460.4 1276.3 1710.6

Investment spending 374.0 227.0 329.8 224.1 465.6

Spending on personnel 248.4 96.1 231.5 187.3 287.5

Panel 2: Debt

Debt total 710.1 588.4 602.8 328.0 941.4

Panel 3: Tax rate multipliers

Trade tax multiplier 320.9 23.5 300 320 330

Prop. tax A multiplier 321.9 56.3 295 310 350

Prop. tax B multiplier 317.0 48.4 390 300 340

Notes: The table shows the descriptive statistics for some basic characteristics, the

spending data and political outcomes. The differences are calculated as the average of

the spending in one government term minus the average of the previous government

term. Source: Own calculations, based on the data provided by the Bavarian statistical

office.
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Table 6: Further fiscal variables

(1) (2) (3) (4)

RDD

2% 2% wVS 1 % 1% w VS

Panel 1: Debt

Debt total 75.299 69.505 119.077** 82.243

(47.342) (45.985) (51.902) (83.453)

[146] [2732] [67] [2732]

Panel 2: Tax rates

Trade tax rate multiplier -0.176 -0.370 0.838 -0.731

(1.669) (1.293) (2.423) (2.365)

[147] [2813] [67] [2813]

Prop tax A rate multiplier 3.064 2.022 4.117 3.765

(2.217) (2.090) (3.096) (3.860)

[144] [2812] [65] [2812]

Prop tax B rate multiplier 8.293** 4.174 17.349*** 17.393***

(4.114) (3.539) (5.993) (6.572)

[146] [2822] [65] [2822]

Panel 3: Areas of spending

Spending on Personnel 9.474** -0.659 12.176 11.829

(4.577) (4.098) (8.472) (7.461)

[148] [2804] [68] [2804]

Investment spending 32.178 14.054 64.648 35.305

(27.393) (24.685) (46.566) (45.229)

[147] [2804] [67] [2804]

Notes: Significance levels: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in paren-

theses, number of observations in squared parentheses. Here, we present the results of further

fiscal variables in our estimation design. Each coefficient represents a separate regression

using a dummy for whether there was an absolute majority (D=1), the dependent variable

is shown in the left column. Outliers were eliminated for all specifications by restricting the

sample to the 1-99 percentiles of the outcome variable. All columns use RDD specifications

as described above and include the respective lagged dependent variable in the estimation.

Column 1 and 3 use a limited sample specifications in which we use only observations for

which the margin of closeness was less then 2 percent and 1 percent respectively. Columns 2

and 4 add a quadratic vote share control function to that approach which is then estimated

out of the entire sample. Each specification includes population controls, year dummies and

council size if appropriate. Source: Own calculations.
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Table 7: Robustness: Alternative specification

(1) (2) (3) (4) (5) (6)

RDD (1% closeness with control function)

linear cubic 2nd strongest interacted non flex no mayor restr.

Panel 1: All parties

Total spending 117.507 97.257 86.050 73.279 137.505 104.543

(94.163) (95.538) (95.253) (96.416) (91.582) (87.922)

Panel 2: Non CSU

Total spending 367.461** 352.747* 309.850* 301.398* 375.467** 321.858**

(175.708) (180.735) (176.368) (181.419) (172.067) (160.067)

Notes: Significance levels: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in parentheses. Each coefficient

represents a separate regression using a dummy for whether there was an absolute majority (D=1), the dependent

variable is shown in the left column. Outliers were eliminated for all specifications by restricting the sample to the

1-99 percentiles of the outcome variable. Each column represents another specification test. All columns use the 1%

closeness definition and estimate the effect from the entire sample including a vote share control function. Column

1 uses a linear control function in the vote share of the strongest party, while column 2 uses a cubic specification.

Columns 3 and 4, then, also inculde the vote share of the second strongest party as a control function. in column

3 this additional control function is quadratic and in column 4 we use a quadratic specification in both variables

and additional quadratic interactions. In column 5, we use a quadratic control function that is not flexible for the

two sets of observations (absolute majority yes/no). Finally, column 6 tests a specification in which we drop the

limitation that the mayor has to be of the strongest party for estimating the vote share control function (for the

close elections that identify the effect, the restriction is maintained). Here, we use the full set of observation and

the baseline specification with quadratic control function in the vote share of the strongest party. Each specification

includes population controls, year dummies, council size and the lagged dependent variable from the previous election

period. All control functions are flexible for the two sets of observations (except in column 5).

Source: Own calculations.
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Table 8: Validity: Predetermined variables

(1) (2) (3) (4)

RDD

2% 2% wVS 1 % 1% w VS

Panel 1: Political variables

Absolute majority in t-1 -0.057 0.029
(0.080) (0.125)

Number of parties 0.120 -0.053 -0.031 -0.349*
(0.124) (0.106) (0.198) (0.191)

Council size 0.076 -0.050 -0.462* 0.060
(0.241) (0.101) (0.274) (0.182)

Population number 41.430 220.106 59.546 122.060
(387.977) (246.300) (454.161) (443.329)

Panel 2: Fiscal variables

Total spending in t-1 -75.562 -87.816 -65.049 -79.342
(61.189) (76.966) (95.690) (140.596)

Investment spending in t-1 -8.904 -20.372 29.032 8.066
(28.878) (34.706) (39.504) (63.385)

Spending on Personnel in t-1 -5.480 0.219 -2.178 -9.138
(10.180) (9.661) (16.506) (17.643)

Debt total in t-1 -41.360 27.856 -20.539 25.848
(65.138) (69.558) (93.062) (125.794)

Trade Tax rate in t-1 -7.292** -4.299 -0.554 0.595
(3.400) (2.796) (5.383) (5.132)

Property Tax A rate in t-1 -14.265 -13.170* 1.685 -5.062
(9.417) (7.611) (13.652) (13.907)

Property Tax B rate in t-1 -4.426 -7.450 15.612 8.787
(8.140) (6.416) (12.145) (11.720)

N [149] [2860] [68] [2860]

Notes: Significance levels: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in parentheses.

We present the results of running predetermined variables on our estimation design. Each coeffi-

cient represents a separate regression using a dummy for whether there was an absolute majority

(D=1), the dependent variable is shown in the left column. All columns use RDD specifications

as described above. Column 1 and 3 use a limited sample specifications with margins of closeness

of 2 and 1 percent respectively. Columns 2 and 4 add a quadratic vote share control function to

that approach and use the entire sample. Each specification includes population controls, year

dummies and council size if appropriate. Source: Own calculations.
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Table 9: Validity: Tests at other thresholds

(1) (2) (3) (4)

RDD

2% 2% wVS 1 % 1% w VS

Panel 1: absolute ”majority”

Total spending -36.088 -24.541 9.588 -3.142
(52.370) (53.226) (72.344) (73.239)

[142] [2808] [77] [2812]

Panel 2: absolute super-majority

Total spending -63.461 -64.231 -87.122 -81.795
(61.224) (63.981) (109.382) (95.442)

[101] [2808] [47] [2812]

Notes: Significance levels: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard

errors in parentheses. We show the estimates of two placebo tests. In panel

1, we highlight the results of our estimation approach if we specify that ob-

servations are treated when they just gain an extra seat below the absolute

majority threshold. We effectively compare spending outcomes from observa-

tions in which the largest party was two seats short of the absolute majority

to cases in which they were one seat short. In panel 2, we do the opposite

test. Here, we compare the effect of one additional seat that was above the

absolute majority threshold. Each coefficient represents a separate regression

using a dummy for whether the placebo was turn on (D=1), the dependent

variable is total spending. All columns use RDD specifications as described

above. Column 1 and 3 use a limited sample specifications with margins of

closeness of 2 and 1 percent respectively. Columns 2 and 4 add a quadratic

vote share control function to that approach and use the entire sample. Each

specification includes population controls, year dummies and council size if

appropriate. Source: Own calculations.
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Figure 1: Histogram of frequencies in different bands of closeness
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Notes: In this figure, we show the number of observations within different band of our closeness
definition. We used our perturbation approach with varying definitions of closeness in steps of 0.002
(standard deviation from vote share) starting from 0.002 to 0.03. For each definition of closeness, we
perturbed the vote vector 200 times and determined which seat allocation was close (see description
above). The graphs highlights the frequency of observations that where close to being an absolute
majority (left to zero) or where close to losing the absolute majority status (right to zero). Source:
Own calculations.
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Figure 2: Distribution of vote share of the largest party (by absolute majority)
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Notes: This figure graphically illustrates the distribution of the vote share of the largest party in
the council by status in the absolute majority (yes or no). The two graphs on the left side show
the respective distributions in the 2 percent closeness sample (no absolute majorities at the top and
absolute majorities at the bottom). The two graphs on the right show the respective histograms
within the 1 percent closeness sample. Source: Own calculations.
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Figure 3: Distribution of the CSU vote share (by absolute majority)
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Notes: This figure shows the distribution of the vote share of the CSU party which is the dominating
party in Bavaria by status in the absolute majority (yes or no). The graph on the top shows the
distribution of the vote share in observations that marginally did not receive the absolute majority
treatment. In the bottom, we highlight the similar distribution within the sample of observations
that just received enough votes to obtain the absolute majority. The two graphs show the respective
histograms within the 2 percent closeness sample. The histograms use a bandwidth of 0.5 % in the
vote share. Source: Own calculations.
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Figure 4: Distribution of the municipal population size (by absolute majority)
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Notes: This figure highlights the distribution of the population size in the municipalities by status
in the absolute majority (yes or no). The upper panel shows the distribution of population within
observations that marginally did not receive the absolute majority treatment. In the lower panel, we
present the similar distribution within the sample of observations that just received enough votes to
obtain the absolute majority. The two graphs show the respective histograms within the 2 percent
closeness sample. The histograms use a bandwidth of 400 inhabitants. Source: Own calculations.
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