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The first equation takes the following form:

[ ] [} [ 4 ° ®
GNP, = £(GNP, _,, GNP, ., GNP, ., GNP,_,, DUMI, DUMZ,
DUM3, ..., DUM16, VIET, KOREA, PRICE) (1. 1)

The last three independent variables are there to help account for the
economic fluctuations caused by wars and supply shocks and hence to
help avoid spurious results. GNP = the percent changes in the level of

real GNP, at annual rates of growth. DUM1 = the first quarter of a

presidential term, in which the president is inaugurated; DUM2 the

. second quarter; DUM3 = the third quarter; and so on. VIET = the semi-
annual change in total U.S. military personnel in South Vietnam; since
these are gemi-annual changes and the GNP data are quarterly, the value
of VIET will be the same for successive observations that are within
the same half-year (e.g., VIET = 2305 for 1961/III and 1961/1IV, 6695
for 1962/1 and 1962/1I, 2300 for 1962/II1 and 1962/IV). Since similar
data was not readily available for U.S. ‘involvement in the Korean War,
KOREA is a gimple 0-1 dummy variable that equals 1 in all quarters in
which the U.S. was a participant in the Korean War (1950/I - 1953/I1I)
and equals O in all other quarters. PRiCE = quarterly average of
monthly percent changes in the Producer Price Index for industrial
commodities. The PRICE variable serves as a proxy for supply shocks;
this particular price index includes fuels and related products, and
changes in it appear to be highly correlated with recent supply shocks.
Since wars are supposed to boost real GNP growth and adverse supply
shocks are supposed to hinder real.GNP growth, the expected
coefficients of VIET and KOREA are positive and the expected
coefficient of PRICE is negative.

According to PBC theory, the coefficients of the quarterly dummies
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should be highest in the quarters directly before and including the
election. Assumption 1 implies that the coefficients should be
highest in quarters 13-16, those of the election year, in order for the
politicians to take full advantage of the voters’ myopia. In
accordance with the assumptions that voters have a decaying memory of
past events and that politicians can manipulate the economy through
fiscal and monetary policy, one would also expect higher GNP growth in
the third year (quarters 9-12) than in the first and second years
(quarters 1-8).

The second GNP test uses yearly dummies and takes the form

GNP, = f(GNP,_,, GNP, ., GNP,_o, GNP,_,, YEARI,
YEARZ2, YEAR3, “YEAR4, VIET, KOREA, PRICE) (1.2)

where YEARL = 1 for observations from quarters 1-4 of a presidential
term and 0 for quarters 5-16; YEAR2 = 1 for quarters 5-8, 0 for all
others; YEAR3 = 1 for quarters 9-12, O for all others; YEAR4 = 1 for
quarters 13-16 and 0 for quarters 1-12,

The third GNP test differentiates between election years in which
a semi-popular incumbent is running (INCUM4) and all other election
years (ORDYEAR4):

GNPt = f(GNP.{__ly GNP.[._Z) GNPt—S' GNPt"4' YEAR1,
' YEAR2, YEAR3, ORDYEAR4, INCUM4, VIET, KOREA, PRICE) (1.3)

Of the ten presidential elections in the postwar U.S5., four -- those of
1948, 1972, 1976 and 1984 -- involved a semi-popular incumbent.

The RDI tests. The three RDI models are nearly identical in
specification to the GNP tests. I am testing for fluctuations in RDI
growth as well as GNP growth because of Fair’s and Tufte’s findings
that per-capita RDI growth is the strongest indicator of presidential

vote share and also because RDI includes government transfer payments
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