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Abstract

This paper investigates the effect of partisan politics on macroeconomic performance in France
and the United Kingdom between 1971-2023. Using a panel autoregressive distributed lag
(ARDL) model, it examines whether ideological divides between left- and right-wing parties
and coalition governments relate to accountability for key macroeconomic indicators. Results
suggest that economic growth is slightly lower under the left-wing governments, whereas
unemployment and inflation rates are higher with a statistically significant difference of 10%
for inflation. Furthermore, coalition governments underperform on growth and unemployment,
struggling to stimulate economic expansion. Finally, despite the characterization of political
parties as either right or left leaning in terms of cultural matters, their implemented economic

policies seem to yield comparable economic outcomes.
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1. Introduction

Several studies show that macroeconomic performance has a substantial influence on election
results, with more favourable economic conditions typically increasing votes for incumbent
governments (e.g. Fair, 1978; Lewis-Beck and Stegmaier, 2000; Becher and Donnelly, 2013,
Pan and Tsai, 2021). However, limited research has recently examined the potential impact of
election results on macroeconomic performance (e.g. Potrafke, 2012; Kane, 2017; Algarhi
and Tziamalis, 2021). According to Verstyuk (2004), Republicans administrations in the US
that promote right-wing (RW) policies have historically been linked with slower economic
growth and higher inflation. Likewise, Blinder and Watson (2016) emphasise that under
Democratic-led political left leadership, the US economy consistently performs better across
a range of economic indicators. Broadly, the widespread presence of partisan media often
polarises voters’ economic perspectives between left and right political ideologies via
mechanisms, such as selective exposure, partisan cues, and party identity salience (van Dalen,
2020). However, it remains unclear whether the various policies implemented by these
political parties truly have a discernible effect on key economic indicators, particularly

growth, unemployment, and inflation.

This study aims to investigate the impact of election results on economic activities in France
and the UK between 1971 and 2023. Panel ARDL models are used to examine whether the
left-right political divide has significant effects on macroeconomic indicators. This paper
contributes to the literature by providing novel evidence on whether the partisan composition
of government affects economic outcomes in two major European democracies. To the best of
my knowledge, this is the first study that leverages the panel ARDL approach to compare the
economic performance of left, right, and coalition administrations over the past five decades

in these countries.

This paper proceeds as follows. Section 2 presents the data and estimation strategy. Section 3

discusses the empirical estimates obtained from the panel ARDL model . Section 4 concludes.

2. Data and estimation strategy
The data sample consists of the real GDP growth (gdpg), unemployment (ue) and inflation
(inf) rates from 1971:Q1 to 2023:Q2 (420 observations) for France and the UK and is

sourced from Federal Reserve Economic Data (FRED) at the Federal Reserve Bank of St.



Louis. To quantify the left-right partisan divide, alongside the coalition governments, |
construct two dummy variables: LW takes the value of 1 if a left-wing (LW) party is in office,
and 0 for a right-wing party. The Labour Party in the UK and the Socialist Party in France
are generally viewed as left-wing political parties, whereas the Conservative Party in the UK
and parties such as the Union for a Popular Movement, the Republicans, and Renaissance in
France are seen as right-wing parties. Concurrently, CG captures periods when a coalition
government of two or more political parties is formed. In the UK, coalition governments
materialised on two occasions, while France witnessed four coalition government periods

since 1971.

To estimate the impact of elections outcome on economic activity, I extend the panel ARDL

model developed by Pesaran et al. (1999) by allowing for the two dummy variables,
p q

Yie = z AijYie—j + Z Yij Xijt—j + 61ilWi + 82CGy + p; + &
Jj=1 Jj=0

which is estimated in its corresponding error correction (EC) representation as follows,

Aylt - ¢ (ylt 1 .lelt) + 2/1 Aylt -j + zy Axlt j + SllLWlt + 621CGzt +/ll + Eit

where ¢; and f3; are the error-correction mechanism impact and the long-run effect of the
explanatory variables (x;;), respectively. The parameters A; and y; are the short-run
parameters and &;; is the disturbance. One valuable feature of panel ARDL models is that
they analyse the dynamics between economic variables across different time horizons. These
models account for both long-run cointegration relationships, which capture the permanent
equilibrium effects, and short-run adjustments, which quantify the temporary deviations and
the speed at which variables revert to their long-run equilibrium. The long-run parameters
capture the permanent impacts on key macroeconomic variables such as economic growth,
unemployment, and inflation, providing insights into their sustained behaviour. Conversely,
the short-run parameters capture the transitory dynamics and adjustments that occur as
variables deviate from their long-run equilibrium relationships. These parameters quantify
temporary impacts, such as the short-run trade-off between inflation and unemployment, and
their immediate effects on economic growth, allowing for informed decision-making based

on both short-term fluctuations and long-term economic trends (Pesaran, 2015).



Although panel ARDL models do not control for cross-sectional dependence, they address
long panels (T > N) that contain unit roots. Importantly, panel ARDL models are well-suited
for analysing the present data for two reasons: First, they can handle a mixture of 1(0) and
1(1) regressors, providing flexibility. Second, the inclusion of sufficient lags can mitigate
endogeneity issues, particularly when estimating the long-run relationships in the model.
Additionally, the Pooled Mean Group (PMG) estimation approach imposes a restriction that
the long-run coefficients are equal across cross-sectional units, while permitting
heterogeneity in the short-run dynamics, error variances, and adjustment coefficients. This
approach improves efficiency and consistency while still accommodating a reasonable degree

of diversity in dynamics across cross sections (Hsiao, 2022).

3. Results and discussion

Table 1 demonstrates small but consistent differences across the three variables in favour of
RW governments over the past five decades. RW governments exhibits slightly higher
quarter-on-quarter growth rates (0.51% vs 0.47%), lower unemployment (7.31% vs 7.34%)
and lower inflation (2.62% vs 2.82%), on average, compared to LW. However, growth and
unemployment volatilities are greater under RW rule, indicating that LW policies may
contribute to greater macroeconomic stability. Still, LW governments not only contribute to
price increases but also to more volatile inflation rates. The Appendix includes Tables A.1-
A.3, which present the correlation matrix of these variables, unit root and cointegration tests.

These tests validate the use of a panel ARDL model for this analysis.

Table 1. Summary statistics

Overall Left Right Coalition France UK
gdpg 0.50 0.47 0.51 0.45 0.50 0.49
(1.895) (0.649) (2.316) (2.297) (1.655) (2.113)
ue 7.32 7.34 7.31 7.93 7.84 6.80
(2.411) (2.023) (2.604) (1.888) (2.304) (2.407)
inf 2.69 2.82 2.62 1.56 4.08 1.31
(3.300) (3.396) (3.251) (1.379) (3.983) (1.447)
Obs. 420 150 270 101 210 210

Standard deviations in parenthesis.

Table 2, in columns (1)-(6), presents the estimation results of the EC model, for the full
sample, with three different dependent variables. The specified models incorporate the lagged

dependent variables Agdpg; ;—1, Aue; ;_q, Ainf; ;1 and Ainf; ,_,. The analysis reveals



significant dynamics, particularly the strong negative effect of unemployment fluctuations on
economic growth. Columns (1)-(3) display the dynamic fixed effects (DFE) estimates
indicating that, under LW, there are marginally lower growth, higher unemployment, and
inflation rates. However, these differences are only significant for inflation at 5% level, which
suggests that RW governments may pursue policies that help reduce inflation. Furthermore,
the estimates show that coalition governments have significantly lower growth rates at the
5% level, as well as insignificant lower unemployment and inflation rates, compared to single

party governments.

Columns (4)-(6) present the PMG estimates, which support the preceding findings. Economic
growth is slightly lower under the LW, whereas unemployment and inflation rates are higher
with a statistically significant differences of 10% for inflation. This could suggest that, while
left- and right-wing parties promote different policies, their real-world economic impact may
be more alike than distinct. Furthermore, the PMG estimation results substantiate that
coalition governments underperform on growth and unemployment, with a significant
struggle to stimulate economic expansion. Moreover, according to the PMG estimates, the
long-run coefficients of gdpg and inf in column (5) remain statistically significant, although
their magnitudes are lower than the estimates from the DFE. In column (6), unemployment
appears to have a significant negative effect on inflation in the long run. I should also
mention that the estimated coefficient for the error mechanism (ECT) is significant in all
cases, ranging from -1.48 to 0.99, suggesting that on average, deviations from the long-run

equilibrium are corrected at a considerable pace, with half-lives between 4 and 12 quarters.

To further check the robustness of the previous findings using the full sample period, I
perform an additional analysis on a subsample of the data, as presented in columns (7)-(9).
This subsample excludes observations during two recent major economic crises: the global
financial crisis (2008:Q1 —2009:Q2) and the COVID-19 pandemic period (2020:Q2 —
2021:Q1). Re-estimating the model on this subsample omits periods characterised by severe
economic disruption, which in turn examines whether the primary findings are being
influenced by including crisis period data in the full sample. The results remain indicative of
no statistically significant differences in growth and unemployment rates between left and
right-wing parties. However, a strongly statistically significant difference is confirmed,
favouring RW parties, regarding inflation rates. The coefficient for LW in column (9)

possesses greater magnitude with lower estimated standard error compared to the full sample
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estimation. In fact, unlike the full sample estimation, the coalition government coefficient
loses statistical significance in column (7), indicating that coalition governments may exhibit

similar economic performance to single-party governments.

Overall, the results from the three models used in this study demonstrate a significant impact
of LW government on elevated inflation levels, while the formation of a coalition government
appears to have an unfavourable influence on economic expansion. Concurrently, in the long
run, higher growth and inflation rates substantially reduce unemployment. I also conduct the
Hausman test (see Table A.4 in the Appendix) to compare the difference between the DFE
and PMG estimators. The test fails to reject the null hypothesis, providing evidence that the
PMG presents consistent and efficient results. Furthermore, I use lags for the dummy
variables given that government policies often exhibit lagged effects. However, the use of

lagged dummy variables yields insignificant results.



Table 2. Panel ARDL estimations (France and the UK, 1971-2023)

DFE PMG PMG (excluding GFC and Covid-19)
1) (2) 3) 4) (%) (6) () (8) )
Ay;r Agdpgir Aue;; Ainf; Agdpgi: Aue;, Ainf, Agdpgir Aue;; Ainf
Long-run coefficients
gdpgic -0.086*** 0.264 -0.071*** 0.480 -0.195%** -0.109
(0.0185) (0.557) (0.012) (0.551) 0.311) (0.483)
ue;; 0.014 -1.292%** 0.020 -1.709%** -0.016 -0.367**
(0.0317) (0.336) (0.033) (0.305) (0.025) (0.158)
infi 0.012 -0.015%* 0.010 -0.014** -0.004 -0.004
(0.026) (0.0062) (0.025) (0.007) (0.017) (0.009)
Short-run coefficients
ECT (¢;) -1.413%** 0.99] *** -0.068*** -1.484*%** 0.986*** -0.053%** -0.932%** 0.976%** -0.128
(0.082) (0.008) (0.017) (0.191) (0.007) (0.004) (0.105) (0.014) (0.107)
Agdpgi. 0097+ -0.025 0.09 1%+ -0.030%** 0.139%** -0.064%**
(0.014) (0.025) (0.030) (0.009) (0.003) (0.024)
Agdpgi’t_l 0.169*** 0.03 %% 0.212%** 0.033%** 0.034 0.092%**
(0.051) (0.009) (0.053) (0.009) (0.045) (0.039)
Aue;; 0.379 -0.008 -0.407 -0.134 -0.394 0.049
(0.286) (0.135) (1.535) (0.126) (0.317) (0.068)
Auei,t—l -1.143%** 0.187*** -0.870%** 0.345 -0.134%** 0.189
(0.278) (0.048) (0.084) (0.285) (0.038) (0.090)
Ainf;; -0.062 -0.015 -0.070%%** -0.021 -0.056%** -0.016
(0.094) (0.016) (0.014) (0.020) (0.006) (0.013)
Ainfieq -0.264%** -0.042 0.017
(0.049) (0.509) (0.432)
Ainfi_, 0.094* -0.062 -0.026
(0.049) (0.051) (0.016)
LWy, -0.065 0.027 0.201** -0.080 0.037 0.274* -0.30 0.050 0.329%**
(0.207) (0.036) (0.103) (0.173) (0.034) (0.141) (0.053) (0.037) (0.059)
CGy; -0.521** -0.024 -0.119 -0.200%** 0.012 -0.081 -0.111 -0.018 -0.196
(0.254) (0.044) (0.125) (0.098) (0.058) (0.162) (0.069) (0.096) (0.156)
Constant 0.549 0.071 0.905%** 0.520%** 0.105%*** 0.855%** 0.657*** 0.277%** 0.634
(0.412) (0.072) (0.198) (0.069) (0.033) (0.112) (0.074) (0.092) (0.437)
Obs. 416 416 414 396 396 394

Standard errors in parenthesis. *** p<0.01, ** p<0.05, * p<0.1.



4. Conclusion

This paper provides new evidence for the impact of election outcomes on major
macroeconomic indicators, including economic growth, unemployment, and inflation. Using
data from France and the UK spanning 1971 to 2023, the results indicate statistically
insignificant differences between the left- and right-wing parties in impacts on growth and
unemployment. However, the findings reveal that RW governments exhibit superior control
of inflation, while LW leadership is linked to rising prices. A second notable finding is that
coalition governments underperform in fostering economic growth relative to single-party

governments.

In contrast to the United States, the empirical evidence from France and the UK suggests that,
over the past five decades, political parties classified as left- or right-wing on cultural issues
have implemented economic policies leading to similar macroeconomic outcomes. In other
terms, macroeconomics displays only minor partisan effects; political orientation in France
and the UK does not skew government decision-making or macroeconomic outcomes. Future
research should further explore the relationships between government partisanship,

coalitions, and macroeconomic performance.
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Appendix

Table A. 1. Variables correlation matrix

Overall Left Right
gdpg ue gdpg ue gdpg ue
ue 0.017 i -0.053 . 0.027

inf -0.013  -0.342  -0.030 0.011 -0.012 -0.505

Table A.2. Panel unit root tests

LLC IPS Hadri LM
Const. Const. & trend  Const. Const. & trend  Const. Const. & trend
gdpg -17.566%*** -20.795%*%%  -16.847***  -16.902***  -0.604 0.960
ue -0.942 -0.800 -0.220 -0.078 61.957*** 87.978%**
Aue -8.732%** -10.503***  -10.408***  -10.498*** 3458 1.483
inf -1.015 -1.047 -3.509%** -4.4]19%** 114.510%**  64.990***
Ainf -11.274%** -13.104%** | . -1.015 -0.688

LLC, IPS and Hadri LM represents the Levin-Lin-Chu test, Im, Pesaran and Shin test and Hadri Lagrange
multiplier test, respectively. The null hypothesis for Hardi LM is that all panels are stationary. *** p<0.01, **
p<0.05, * p<0.1.

Table A.3. Pedroni cointegration test

gdpg ue inf
Mod. PP -46.858*** 0.976 -6.097%**
PP -29.906*** 0.122 -4.154%%*
ADF -29.609%** -0.679 -4.678***

Mod. PP, PP, ADF represents the modified Phillips- Perron t, Phillips-Perron t,
and Augmented Dickey-Fuller t. *** p<(0.01, ** p<0.05, * p<0.1.

Table A.4. Hausman test
Chi-square (x2) p-value

gdpg 0.83 0.447
ue 0.99 0.610
inf 1.62 0.936
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