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The Impact of Election Cycles on Inflation in
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Abstract Following the influential Nordhaus (1975) article, investigation
of the influence of political variables on the macroeconomic ones became an
interesting subject matter for economic analyses. In this regard, the impact
of elections on economic variables, which in the economic literature has
been interpreted as “election cycles”, is one of the most prominent political
phenomena. Policymakers, aiming for being re-elected in the following
election, try to behave in particular ways that are favorable to voters. The
present study attempts to investigate the impact of “electoral cycles” on the
inflation rate in the selected countries. In view of that, this study examines the
impact of election cycle’s sub-component (election year index, government
ideology, minority government, and coalition) on the inflation rate in the
developed and developing countries for the period 1994-2012. The results
of the dynamic panel method estimation show that during the election
year, policymakers, irrespective of the degree of development of the target
countries or policymakers’ ideology, try to reduce the inflation rate.

Keywords: Election Cycle, Inflation, Political Economy, Government,
Development.
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