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From Specific to General in Electoral Cycle Models

Do Específico ao Geral nos Modelos do Ciclo Eleitoral
António Bento Caleiro, University of Évora

Abstract—The article considers a way of generalizing the, so-called, stylized, which is also a specific model of electoral
cycles. This generalization consists on assuming that the output level does indeed exhibit persistence, i.e. its current
value (may be) being a function (also) of its past value. In an integrated way, the consequences of this generalization are
analyzed.
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“As I would not be a slave, so I would not be a
master. This expresses my idea of democracy.”

Abraham Lincoln

1 Introduction1

Most of the early theories about the be-
havior of Government assumed, more or

less explicitly, that this agent would determine,
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1. This article consists (in a brief update) of the essential part

of the seminar – option legally covered by section c, article 5, of
the Decree-Law no. 239/2007 of June 19 – presented during our
‘provas de agregação’ in Economics. In order to clearly assume
a multiple perspective on the question, which should have been
evident, this justified the bibliographical references that were
used, which we did not want to eliminate in this article, given
our willingness to remain as close as possible to the original.

and subsequently enforce, decisions that would be
optimal according to a social welfare function.2
The delegation of decision power in this agent by
the society should, as a rule, be ensured through
(democratic) elections.

Thus, according to that view of the Govern-
ment, voters, through an electoral process, would
choose an agent who was supposed to take de-
cisions, namely economic policies, which would
be the best from the society viewpoint.3 In fact,
these decisions would be better for voters, in
particular, and for society, as a whole, than those

2. In fact, this view of the Government as a “benevolent dic-
tator” continues to be highly regarded, albeit for example under
the name of “social planner”, either in macroeconomics (Sargent
1987; and/or Ljungqvist and Sargent 2004), or in microeco-
nomics (Mankiw 2008). For example, for Mankiw (2008, 147),
“The benevolent social planner is an all-knowing, all-powerful,
well-intentioned dictator. The planner wants to maximize the
economic well-being of everyone in society.”.

3. In a sense, it is being assumed that voters represent the
society.
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that would be taken by voters (or society) if voters
(or society) had decision-making power. This tra-
ditional view resulted from the consideration that
the Government would consider the consequences
of its decisions over a longer time horizon, more
correctly time-discounted, than that considered
by the electorate itself.

Authors associated with the public choice
school were the first to stand out in challenging
that view of the Government being a “benevolent
dictator”. According to these authors, the Gov-
ernment, like any other economic agent, should
be considered as a selfish agent in its decisions,
i.e. an agent pursuing its own interests, which
in some circumstances might not coincide with
the maximization of social welfare. Thus, the
Government could be seen as an agent made up
of politicians, whose desire to be re-elected, i.e.
their private interest, might not be compatible
with social welfare, i.e. with the general interest
of society.4

Indeed, the basis for this alternative view is
that the Government has two characteristics: it is
an economic agent because it is one of the main
actors in economic policy, and it is also a political
agent, since it exists as a result of an electoral pro-
cess in democracies. Thus, governmental action
influences the state of the economy, but, in turn,
the Government is also influenced by the economic
situation, since the electorate usually considers it
to be one of the main responsible for the state
of the economy and, for this reason, rewards or

4. Being true that the economic analysis of political phenom-
ena renders Black (1948, 1958), Arrow (1951), Downs (1957),
Buchanan and Tullock (1962), and/or Olson (1965) of undeni-
able interest, their object of study does not correspond exactly
to that considered in the models of electoral cycles.

penalizes its performance at the polls.5
Regardless of the validity of the above-

mentioned arguments, the fact is that the exis-
tence of democratic elections is often associated
with the issue of an electoral cycle created by the
governments resulting from these same elections.
Reality shows that governments always claim that
its economic policy has no electoral purpose, while
the opposition parties generally have a different
view. Clearly, behind this exchange of accusations
is the assumption that electoral cycles are an
undesirable or unacceptable phenomenon.6

The social perception that an electoral cycle
is an undesirable phenomenon anticipates a pos-
sible way to combat it. In the purely theoretical
field, a naive approach would consider the im-
position of a mandate of infinite duration as the
only way to transform a selfish/opportunistic, i.e.
electorally motivated Government, in an altruis-
tic/benevolent Government, optimizing a social
welfare function. Notwithstanding all the rest, this
trivial solution can be called into question even in
strictly economic terms.

Even if non-economic aspects are ignored, that
is to say, if we disregard all the valid objectives in-
herent in the democratic process, namely freedom
and/or peace (Caleiro 2017), the consideration of
an entirely economic objective function still does
not lead to an obvious answer to the question: is
democracy bad for the economy? On the one hand,
most electoral cycle theories share the conclusion
that elections, in fact, may involve costs of an

5. This is the so-called responsibility or economic voting
hypothesis (Lewis-Beck and Paldam 2000). As, according to this
hypothesis, it is admitted that voters consider the Government
to be responsible for the economic evolution, the voting or pop-
ularity functions, which explain the support to the Government
as a function of its economic results, may easily become the
objective functions for the economic policy of governments.
Reflecting this approach, the first empirical studies on the
subject began precisely with the formulation and (econometric)
estimation of functions of this type. In fact, such empirical
studies have been, and still are, so popular that hundreds of
references can easily be counted. For example, Veiga and Veiga
(2004) and Caleiro (2009a) are two examples of application
to the Portuguese case. For a detailed survey on popularity
or voting functions see Nannestad and Paldam (1994) and/or
Lewis-Beck and Stegmaier (2013).

6. As stated in Caleiro (2018), a positive response to the
question: “Should electoral cycles disappear?”, is not (neces-
sarily) desirable when politicians do not even care about the
upcoming elections because a single – the current – mandate
is sufficient to achieve their (ideological) intentions of (strictly)
private/personal nature.



PERSPECTIVAS, JOURNAL OF POLITICAL SCIENCE, VOL. 19 53

economic nature. In general terms, this is because
the instability created by electorally motivated
governments is accepted as being detrimental to
society in the long run.7 On the other hand,
non ignoring the obvious non-economic benefits
of democracy, there are at least four reasons why
elections can also have economic benefits (Caleiro
2007a).

As is well known, elections allow to: (i) take
into account the preferences and interests of fu-
ture generations; (ii) make a timely distinction be-
tween competent and incompetent governments;
(iii) implement punitive or rewarding electoral
strategies, in accordance with the economic per-
formance of governments; (iv) determine the be-
havior to be assumed by the electorate so that the
more a Government acts according to the genuine
social interests, the more it is rewarded in the elec-
tions. By these means, elections have an economic
importance that generalizes to democracy itself.8

That said, it is our aim to present an insight
into the economic importance of elections by ex-
ploring (some of) possible developments on issues
not yet sufficiently addressed (in an integrated
way) in the literature on electoral cycles.9 Being
of an integrated nature, this vision will result in

7. The inclusion of popularity in the objective function of the
Government, which implies the existence of economic cycles as
electorally induced cycles, is in contrast with the traditional
explanations of the business cycle, which focused on the role of
random ‘shocks’ and structural instability. In fact, the theory
of stabilization was obviously based on the assumption that the
government should stabilize the economy. The ability to actu-
ally do so was questioned by the monetarists in the late 1960s
and 1970s, but the political-economic modeling has pointed out
a reason to believe that governments are not only unwilling to
stabilize the economy but that they intentionally create some
cyclical instability, in order to obtain electoral gains.

8. In fact, there are various links between economic aspects
and political aspects, whereby elections can play an economic
role. For example, the relationships that exist between some
economic aspects, namely growth, and some political aspects,
namely the level of democracy, have been the subject of some
theoretical and also empirical interest (Alesina and Perotti
1994; Alesina and Rodrik 1994; Alesina et al. 1996; Barro 1996;
Persson and Tabellini 2006). In a sense related with those links,
it is also possible to consider the electoral consequences of
ageing (Caleiro 2007b, 2009b) and/or of unemployment (Caleiro
2016).

9. As is well known, the literature in this area is very exten-
sive, and there are works that deal exclusively with the anal-
ysis of the interaction between economic and political spheres.
Among others, see Alesina et al. (1997) and/or Persson and
Tabellini (1990, 2003, 2003). Some interesting surveys of the
literature can be found in Gärtner (1994a, 2000) and/or Persson
and Tabellini (1999).

a justified generalization of the particular/specific
case that is usually considered in the literature,
i.e. the so-called stylized model of electoral cycles
(Caleiro 2000a).10

Thus, in section 2 we will present the model,
which theoretically is based on an aggregate sup-
ply curve without persistence in the level of real
economic activity [hypothesis (a)], and on a fixed
duration of the mandate [hypothesis (b)],11 while,
in terms of empirical verification, it has usually
been the target of estimation by traditional econo-
metric methods [practice (a)].12

A possible generalization of hypothesis (a) is
to admit that the level of real economic activity
may exhibit some persistence.13 Considering this
fact, section 3 will analyze the consequences of
persistence on the pattern of electoral cycles.
These consequences are discussed in section
4, focusing on the use of the stylized model,
i.e. of an (possibly) incorrect model, in case of
output persistence. Section 5 presents the main
limitations of this work, as a motivation for future
research.

10. The designation ‘electoral cycles’ will be used for the
general case, i.e. when the distinction between political and
partisan cycles is not important. Following this terminology,
a possible confusion between a particular case (i.e. the political
case a la Nordhaus) and the general case is avoided. Still, there
are authors that (unacceptably) make this confusion.

11. In this regard, it is important to draw attention to the
fact that most of the theoretical literature has indeed con-
sidered models where the term of office is fixed, i.e. where
the election date is exogenous. Some authors have considered,
however, (theoretical) models in which the election date is of an
endogenous nature, and it may be the government’s objective
to determine the optimal duration of the mandate (Balke 1990;
Chappell and Peel 1979; Keppo et al. 2008; Lächler 1982),
possibly depending on the date of the elections in a neighboring
country (Caleiro 2010a). From another point of view, also the
analysis of the consequences of the existence of early elections
has been the subject of some studies (Balke 1991; Cargill and
Hutchison 1991; Ellis 1991; Ellis and Thoma 1991; Heckelman
2002; Ito 1990; Kayser 2005; Smith 1996).

12. This practice is paradoxical when using regional data,
where spatial econometric methods are, obviously, the most
convenient ones (Agnew 1996; Beck et al. 2006; Franzese and
Hays 2007; Kramer 1983; O’Loughlin 2003).

13. Being true that this concept will be duly formalized later,
it is since now important to mention that persistence in a given
variable occurs when there is an influence of the past value(s)
on the current value of the variable.
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2 The stylized model of electoral cy-
cles
As is well known, the literature on electoral cycles
has developed into two distinct phases. The first,
which took place in the mid-1970s, considered the
existence of “naïve” voters, i.e. understood as non-
rational (Nordhaus 1975; Hibbs 1977). Following
the “revolution” of the rational expectations of
the 1980s, the second generation of models con-
sidered (totally) rational voters (Alesina 1987;
Persson and Tabellini 1990; Rogoff and Siebert
1988).14

Indeed, in a seminal paper in the mid-1970s,
Nordhaus took a decisive step in the development
of the theory of political (business) cycles.15 In
addition to assuming that the only objective of
an opportunist government would be to maximize
the number of votes in the subsequent election,
Nordhaus (1975) also considered myopic and ret-
rospective voters, i.e. an electorate that does not
take into account the economic evolution beyond
the (subsequent) elections.

As is well known, Nordhaus (1975) considered
an optimal control, continuous time, model, based
on a Phillips curve with adaptive expectations:

where u represents the unemployment rate,
and π represents the inflation rate, whose ex-
pected value is ν.

Thus, taking into account those restrictions,
the Government’s objective would be, during the
mandate, lasting between t = 0 and t = T, with
voters having a memory rate, µ, to maximize

14. It is interesting to note that, in any of these generations of
models, national space, even implicitly, constitutes the territory
of interest. The analysis of the international or regional space
can be found in Alesina and Tabellini (1987), Goyal and Staal
(2004), Lohmann (1993), and Sapir and Sekkat (1999).

15. It is interesting to note that, according to Nordaus (1975,
181), although economists have so far made some casual obser-
vations about the political origins of the economic cycle, the
only ‘serious’ theory would have been the of Kalecki (1943).

where the instantaneous popularity function,
g(u,π), assumes a quadratic-linear format:

being assumed that π ≥ 0.16

Behavioral assumptions, with respect to gov-
ernment and voters, lead to a typical political
(business) cycle pattern, i.e. recessions at the be-
ginning of each government’s mandate and (infla-
tionary) expansions at the end of the mandate.17

In fact, the same pattern of political (business)
cycle can be obtained by using a stylized model, as
is usually considered in the most recent literature.

The model consists of an aggregate supply
curve:

where yt represents the output level (in mo-
ment t), which presents deviations from its nat-
ural level, ȳ, whenever inflation πt (in moment
t) does not coincide with its expected value, πe

t

(Lucas 1973; Taylor 1980).
If the electorate votes according to the

performance of the government, whose mandate
is hypothetically divided into a non-electoral
period, where t = 1 ≡ N and in an electoral
period, where t = 1 ≡ ε , taking into account the
evolution of the output level, given by (1), and
by inflation, according to the voting/popularity
function:

where µ ε ]0,1] is related to the memory rate
of the electorate, and being the (quadratic-linear)
function of instantaneous voting given by:

it is straightforward to show that, in the case
of adaptive expectations (for example, of the type

16. Note how the linearity of the state variable, π, in the
popularity function forced Nordhaus (1975) to consider this
assumption.

17. See figure 8 in Nordhaus (1975, 185).
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πe
t = πt−1), the optimal, from the electoral point

of view, inflation rates,18 are such that:

These, in turn, result in:

which confirms the typical political cycle pat-
tern.

It is clear that, for the existence of depressions
at the beginning of the mandate, followed by
expansions at the end of the mandate, it is
decisive that the economic performance of the
government is weighted according to (2), that is,
considering the future moments, i.e. those closest
to the end of the mandate, more important than
the present moments, i.e. those closest to the
beginning of the mandate. This also means that
an increase in the duration of the mandate, in
this case (2) being replaced, for example, by:

in which 0 < µ1 ≤ µ2 ≤ 1, in no way does
it change, in normal conditions, that pattern of
political cycle.19

A critique of the political cycles a la Nordhaus
was made by Hibbs (1977), who suggested the
partisan approach in the literature of electoral
cycles. The author considered a different form of
ruling party action, as well as different behav-
ior on the part of voters. In particular, Hibbs
(1977) considered parties to be representatives

18. In the case πe
t = πt−1, it is easy to show that

π1 = (1- 1
µ

)αβ and π2 = αβ.
19. In this kind of model, it is evident that, whatever the

duration of the mandate, the inflation rate of the last moment
of the mandate is given by αβ, while the other values of inflation
reflect the memory rates associated with those other moments.
Thus, for a sufficiently abnormal evolution of memory rates,
it is indeed possible for inflation rates to decrease, and hence
for this type of expectation, output being above its natural
level, during part of the mandate. Indeed, even in the original
formalization of Nordhaus (1975), the initial conditions for the
expected inflation rate may result in an ‘inverted’ political cycle
(Caleiro 2001). Also in the original version of Nordhaus (1975),
the longer the term of office, the more pronounced the political
cycle. This is not necessarily the case when considering a (fully)
quadratic objective function (Caleiro 2010b).

of different social classes, with different political
preferences. In this context, it is admitted that the
electorate vote in the party that best defends its
political ideology, whereas electoral victories are
not an end in themselves, but rather the means
necessary to implement the best decisions for the
political class that the party represents.20

Thus, taking a partisan approach, it is
considered that political parties choose different
points in their curve of possibilities in order
to provide welfare gains to their fundamental
(ideological) support bases.21 From this point
of view, it is assumed that the right-wing
parties on the political spectrum are more
“averse” to inflation than the left-wing parties
(in that spectrum). This hypothesis translates,
in the stylized model, into the fact that the
instantaneous objective function (3) is replaced
by:

with i = R (rigth), L (left), where βR < βL.22

In this case, it is clear that during the term
of office, the electoral cycle pattern (as above
described) also occurs, regardless of the party in
power, being sure that the optimal inflation rates
will be the lower (resp. the higher) the more in the
right (resp. left) on the political spectrum is the
ruling party.

The empirical literature generated by the ini-
tial theoretical studies on the electoral cycles was
not conclusive about its coherence with reality

20. It is interesting to note that this position of the electorate
is not the subject of a great challenge, but in relation to the
position assumed by the parties, they are the ones who, after
being elected, seem to deny their ideological choice, claiming
to be representatives of the entire electorate or of the entire
population.

21. Minford and Peel (1982) and Minford (1990) considered
an interesting alternative, i.e. one that we could classify as
intermediate between the political (Nordhaus) and partisan
(Hibbs) approaches. It is assumed that the parties are supported
by their (ideological) bases and by some “floating” voters, who
determine the outcome of the elections. In this case, maximizing
a certain objective function leads to the best trade-off between
the possibilities of winning the elections and ensuring the loy-
alty of their support bases.

22. It is important to note that (5), in fact, presents a qualita-
tive difference with respect to (3), since it must be understood
as an objective function of the party in government and not a
voting function (of the entire electorate).
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(Alesina 1992; Alesina and Roubini 1992; Alesina
et al. 1993; Gärtner 1994b; Gärtner 1999).23

Partly, as a reaction to these empirical studies,
and partly as a response to the “revolution” of
rational expectations, a new generation of models
of (rational) electoral cycles emerged in the late
1980s.

These “second generation” models diverge
from their predecessors in the behavior of the
private sector in general and, in particular, of the
electorate. The assumption of the rationality of
voters reduces the possibility of regular electoral
cycles, although it does not eliminate them com-
pletely, as will be shown below, using the stylized
model that we have been using.

Considering that the expected inflation
rate results from the application of rational
expectations, i.e. πe

t = E[πt|ȷt−1], it is evident that
the maximization of (2) subject to (1) results in:

regardless of the moment of the mandate.
Thus, in this version of the political cycle with

rational expectations, the cycle does not exist at
all, the economy being at its natural level at any
time moment in the mandate, this result being
associated with an inflationary bias, (6). This
result is no longer fully verified if one considers the
partisan version of electoral cycles with rational
expectations.

Thus, if, as before, one considers the existence
of two political parties, distinguishing themselves
by their preferences in the instantaneous objective
function (5), it is clear that, at any time in the
mandate, with the exception of the first one,
πt = αβi and y = ȳ. However, at the first
moment of the mandate, πe

t = E[πt|ȷt−1] should
be computed as

23. In this regard, it should be noted that the perspective
of electoral cycles, assuming that popularity (or voting level)
depends on the evolution of economic variables, actually rep-
resents a problem for the estimation of popularity or voting
functions, by traditional econometric methods, taking into ac-
count the endogeneity of the variables implicit in it, such as, for
example, assuming that the trajectories of the relevant electoral
variables depend on the evolution of popularity throughout the
mandate.

where p represents the probability of electoral
victory of the left-wing party (and (1 - p) the
probability of victory of the right-wing party).
Hence, as

24

the model shows that, at the beginning of a
right (resp. left) wing government, output will be
below (resp. above) its natural level.25 As soon as
expectations and prices adjust, i.e. the so-called
partisan effect disappears, output converges to its
natural level, meaning that the level of economic
activity, after adjustment, should be independent
of the ruling party.26 As for the inflation rate, its
level will always be higher during a leftist party’s
mandate, even after the level of economic activity
converges to its natural level.

3 The output persistence and the pat-
tern of electoral cycles
The aggregate supply curve (1) was – and, to some
extent, still is – highly regarded in the literature
as a representative model of how the economy
works.27

More recently, some authors have begun to
recognize that indeed some (real) variables ex-

24. Obviously, if there is a third party, intermediate in the
political spectrum, there may be a coincidence (also in the
initial moment of the mandate) between the actual value and
the expected value of the inflation rate, (Caleiro 1999).

25. This (temporary) effect is usually associated with the fact
that the election results are news. In terms of the evolution of
the exchange rate, Ploeg (1989) considered this characteristic of
the electoral results (Caleiro 2009a).

26. The empirical implications of models of party cycles with
rational expectations may thus be summarized in that the
real/state variable, y, assuming, as a result of the partisan
effect, values temporarily above or below their natural value,
during first part of the mandate, after which the values of y
return to their natural value, i.e. regardless of the type of party
in power. In Caleiro (2005a) it was considered an empirical test
of the relationship between economic growth and partisan cycles
in Portugal.

27. As is well known, there are several ways to substantiate
this type of economic model. For example, although the num-
bers appear to be exaggerated, Gärtner (1997a) argues that
there are “sixty ways” to arrive at the aggregate supply curve.
In fact, the “popularity” of this type of model may be due to
the fact that it is simultaneously compatible, albeit for different
reasons, with the neo-classical and neo-Keynesian views.
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hibit some persistence, i.e. inertia, over time.28

For example, with regard to the unemployment
rate at European level, its persistence around
high values was been theoretically justified by:
(i) on the supply side of the labor market, by
a (voluntary/involuntary) limited search for em-
ployment and (ii) on the demand side of the labor
market, by an extended period of anti-inflationary
restrictive policies.

Partly as a result of the dissatisfaction with
the explanatory power of model (1), with respect
to the results that are actually observed, some
authors, more recently, have defended the exis-
tence of an autoregressive term in the model of
real economic activity, in unemployment (Jonsson
1997; Lockwood 1997), or in output (Gärtner
1996, 1997b).29

Thus, model (1) can / should be replaced by

30

where φ ∈ [0,1] measures the degree of output
persistence.31

Clearly, a significant consequence of the con-
sideration of persistence is that the optimiza-
tion problem becomes intrinsically dynamic or in-
tertemporal since, as a rule, the results of a given
period become dependent on the one(s) verified in
earlier periods.

In fact, when φ ̸= 0 in (9), past errors of
expectations influence the current level of output
through the existence of (output) persistence.

Thus, the consideration of output persistence
should substantially alter the results of the styl-
ized model. One of the substantial changes has
to do with the pattern of the electoral cycle.
In this respect, Gärtner (1996, 1997b, 2000) has
shown that persistence can change the pattern of

28. As Gärtner (1999) acknowledged, only around the turn
of the century, authors began to pay attention to the fact that
some real variables show some persistence over time, as a simple
observation of reality would confirm (Caleiro 2012).

29. It is interesting to note from Lucas’s original foundations
(1973, 328) that it is possible to arrive at an expression with
persistence in the output (Caleiro 2005a).

30. This way of introducing persistence, which results in the
expression of type (9), is indeed the most common in the liter-
ature (Jonsson 1997; Lockwood 1997; Svensson 1997; Gärtner
2000).

31. Plainly, model (1) is a particular/specific case of the
(more) general model (9), i.e. when φ = 0.

the political (business) cycle, i.e. that it can be
electorally more favorable for the incumbent that
the mandate begins with an expansion, ending
with a contraction.

This result of the inversion of the political
cycle is undoubtedly interesting, even for its con-
sequences in terms of empirical studies of the
detection of evidence of electoral cycles (Caleiro
2002).32

Notably, hat result depends on the specifica-
tion of electorate preferences as well as on the
specification for the expected inflation rate. Thus,
we will look at the circumstances in which out-
put persistence can reverse the pattern of the
electoral cycle, when expected inflation is either
adaptive or rational, and government preferences
are quadratic in relation to inflation and output.

In formal terms, let us continue considering
the voting function (2):

but now assuming that

where output level is given by (9), whereas the
expected rate of inflation is given by
πe
t = γπt−1 + (1 - γ)πe

t−1, according to the hypoth-
esis of adaptive expectations, or by
πe
t = E[πt|ȷt−1], according to the hypothesis of

rational expectations.
Considering first the case of rational

expectations, i.e.

it is easy to verify that the maximization of
the voting level (10), subject to the supply curve
(9) – where, to simplify, the natural output level

32. In fact, the mere finding of contractions followed by
expansions over the term of office cannot be understood as re-
vealing electoral behavior, unless the government, by ignorance,
does not acknowledge the existence of persistence in the level of
economic activity and thus use the stylized model presented
above in the determination of its economic policy [see section
4].
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is normalized to zero, i.e. ȳ = 0 –, leads to the
following inflation rates:

which, in turn, result in output levels

Consequently, the output levels will generally
be above or below the natural level, according to
the initial conditions.

If, in particular, there is no output persistence,
i.e. φ = 0, then output will be at its natural level.
The absence of a cycle in the output, will also be
verified in the economic policy, given that
π1 = π2 = αβỹ, which corresponds to the above-
mentioned inflation bias, (58).

The absence of cycle in the output will also
occur in case of full persistence, i.e. φ = 1, but in
this case,

such meaning that

which results from the fact that the inflation-
ary bias in the first period propagates its effects in
the second period, this being propitious from the
electoral point of view.

For intermediate values of persistence in the
output, i.e. 0 < φ < 1, both the typical political
cycle pattern, i.e. π2 > π1, and the atypical
pattern, i.e. π2 < π1, can be verified. In the case
of adaptive expectations, i.e.

the maximization of the voting level (10),
subject to the supply curve (9) – where, once

again, to simply, the natural level of output is
normalized to zero, i.e. ȳ = 0 –, leads to inflation
rates, and corresponding output levels, which
will evolve towards a steady-state cycle, i.e. a
situation in which y2 = y0,π2 = π0 and πe

2 = πe
0.

In this case, it is easy to show that

Following Caleiro (2009b), it is then possible
to show that the sign of (π2 - π1) corresponds
to the sign of (y - φ), that is, what dictates
the pattern observed in the political cycle is
simply the relationship between the degree of
persistence of expectations and the degree of
output persistence.33 The atypical (resp. typical)
pattern should be observed when y < φ – see
figure 1 – (resp. y > φ) – see figure 2.

Figure 1 - The atypical pattern

33. Caleiro (2009b) also shows that when expectations are
rational, the case where there is no persistence in the output,
i.e. the stylized model, is formally equivalent to the case y = φ,
when expectations are adaptive (Minford and Peel 2002, 80-86).
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Figure 2 - The typical pattern

As far as the intuition behind this result is
concerned, an observation by Gärtner (2000) is
also valid for this case. In fact, while the expec-
tation parameter, y, indicates how much more
a percentage point of expected current inflation
moves up the supply curve at the next moment,
the persistence parameter in output, φ, measures
the opposite effect, i.e. , indicates how much this
increase in current expected inflation moves down
the supply curve of the next moment. If the effect
of expectations dominates (resp. is dominated by)
the effect of persistence, the typical (resp. atypi-
cal) pattern of political cycle is to be observed.

4 Discussion
An observation of reality, perhaps in terms of
mere coincidence, seems to confirm that the pat-
tern of the typical electoral cycle seems to be
so ingrained that an electorally motivated gov-
ernment, ignorance, considers (a priori) that the
best economic policy, for electoral purposes, is to
implement contractions (more than socially desir-
able), at the beginning of the mandate, followed
by expansions (more than socially desirable), at
the end of the mandate.

In fact, as shown in section 3, such behavior is
not necessarily the one that provides the greatest
electoral gains. Thus, government behavior of this
kind seems to reveal that government can act
in conditions of ignorance (of persistence), or in
other words, use the stylized model, which is an
incorrect model, in determining its policy mea-
sures (Chow 1977).

Following Caleiro (2014), it is possible to show
that, in the case of a benevolent government, the
maximization of

where

yt = α(πt - πe
t ) + φ yt−1, (correct model) or,

by ignorance, considered to be yt =α(πt - πe
t )

(incorrect model) and

leads to the following differences between the
use of the correct (c) and the incorrect (i) model,
which are, for the inflation rates:

whereas for output:

that, in the steady-state cycle, are:

In the case of an opportunistic government,
when the voting function is given by:

and, again,

yt =α(πt - πe
t ) + φ yt−1, (correct model) or,

by ignorance, considered to be yt =α(πt - πe
t )

(incorrect model) and
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it can be shown (Caleiro 2014) that the
differences, for the inflation rates, between the
use of the correct (c) model and the incorrect (i)
model are given by:

that is, a sub-utilization of the inflation rates,
whereas, in terms of the output levels,

that is, an under-utilization in the initial term
of the mandate, while in the final period of the
mandate, everything depends on the difference
between the degree of persistence of expectations,
γ, and the degree of output persistence, φ.

Still for this case, in the steady-state cycle
situation:

In the long term, it can be said that the use
of the incorrect model will lead to over-depression
of the output at the beginning of the term and, at
the end of it, to over-expansions. See figure 1 in
Caleiro (2014).

5 Conclusion
The use of the wrong model by the government
may be open to criticism based on the assumption
that politicians will be aware of this. From this
point of view, one hypothesis for future work is
to admit that the existence of “shocks” – see, for
example, Minford (1995) and/or Caleiro (2004b)
– may lead to the perception that the incorrect
model corresponds to the process generating the

data, when this does not happen. Another pos-
sibility is to abandon the hypothesis of an op-
portunist government, in favor of a benevolent
government, but presenting some restriction to
its rationality (Sargent 1993) makes mistakes in
classification of the trajectory observed for the
economy, thus continuing to use the incorrect
model.34
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