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Abstract 
This essay presents empirical tests of one of the conclusions from Bryan Caplan's 2007 book The 

Myth of the Rational Voter. Caplan claims that voters suffer from systematic biases about economic 

policy that through elections affects economic policy negatively. I derive three hypotheses from 

Caplan's theory and test them on a cross-country panel of 19 countries covering the time 1973 to 

2009. The hypotheses stipulate that increased turnout lead to lower economic freedom, lower levels 

of foreign aid and higher inflation. After controlling for country specific effects turnout does not 

seem to have the effect stipulated in the three hypotheses. 
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1. Introduction 

During the last decades, the turnout has decreased in several consolidated democracies in the west1. 

This is considered a problem for several reasons. Low turnout is said to erode the legitimacy of the 

politicians as well as affect the society negatively2. Scholars have also recognized the fact that 

participation and voting is not equally distributed throughout the population3. Some groups in the 

society are more prone to vote than others, for example citizens with more education vote more 

often4. If some groups of voters exhibit higher levels of participation and voting politicians have 

incentives to focus more on these groups when deciding upon election platforms. The result is that 

some groups in the society, for example highly educated citizens, will have more influence on 

politics than they would have if the turnout were 100 percent. This class bias in politics has been 

emphasized both theoretically by Arend Lijpart5 and empirically by Dennis C. Mueller and Thomas 

Stratmann6. There is also evidence that suggest that this bias becomes stronger with lower turnout7.  

 Nevertheless there are scholars who do not share the view that a decline in turnout 

necessarily would lead to bad consequences. One of them is Bryan Caplan who argues in the 2007 

book The Myth of the Rational Voter that lower turnout would lead to better, more rational, 

policies8.  

 Contrary to classical public choice assumptions Caplan claims that the mean voter is 

irrational. A part of his argument is that the general public is characterized by four irrational biases: 

make-work bias, antimarket bias, antiforeign bias and pessimistic bias. This irrationality leads, 

through the mechanisms of democracy, to foolish policies. However, voters with a higher level of 

education are more rational9 and more prone to vote than the mean voter. Thus, a lower turnout 

would give more influence to the rational, educated voters and produce better results. This theory, 

that voters are not rational and that this have specific effects on certain policy issues has, to my 

                                            
1 p. 6 Lijphart, Arend Unequal Participation: Democracy’s Unresolved Dilemma Presidential Address, American 

Political Science Association, 1996. American Political Science Review Vol. 91, No. 1 March 1997. 
2 p. 1-2 ibid. 
3 p. 1 ibid. 
4 p. 1 ibid. 
5 ibid. passim. 
6 p. 23 Mueller, Dennis C. and Stratmann, Thomas (2003) “The Economic Effects of Democratic Participation” 

Journal of Public Economics 87, 2129-2155.  
7 p. 3 Lijphart 1996 
8 p.198 Caplan, Bryan The Myth of the Rational Voter – Why Democracies choose Bad Policies 2007 Princeton 

University Press Princeton, New Jersey 
9 Caplan's definition of rationality is absence of systematic errors. If errors where random there would be no 

systematically biased beliefs regarding economic issues among the general public. p. 5-22 ibid. 
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knowledge, not yet been subject to an empirical investigation. The argument that a well functioning 

democracy with a high level of turnout might actually produce inferior results than if the turnout 

was lower or the scope of democracy narrower is, to me, a provocative and interesting new way to 

analyze voting behavior and democracy. The purpose of this paper is not, however interesting this 

would be, to lead a normative, theoretical discussion about turnout and democracy. The purpose is 

to find out if there is any empirical support for Bryan Caplan's theory.  

 To test the theory three testable hypotheses is derived from Bryan Caplan's 2007 book The 

Myth of the Rational Voter.  An econometric analysis is then conducted on a panel consisting of 19 

democratic countries covering the time from 1973 to 2009. The three hypotheses, based on the four 

biases, are: 

 Increased turnout → decreased economic freedom.  

 Increased turnout → increased inflation. 

 Increased turnout → decreased foreign aid.  

 

 This paper will attempt to answer the question: is there empirical evidence in support of 

Bryan Caplan's theory from The Myth of the Rational Voter?  

 

1.1 Disposition 

The paper starts with a review of the theoretical background and research related to the subject. 

Then follows a description of the hypotheses that are tested and the expected results from the 

empirical tests. After that follows a thorough description of the data used. The next section consists 

of a description of the empirical test and the results. The paper concludes with a summary and 

discussion of the results. 

  

2. Theoretical background 

In The Myth of the Rational Voter, Bryan Caplan criticizes popular voter models. Caplan's main 

criticism is that the basic assumption that voters are rational might not be appropriate. The criticism 

is both empirical and theoretical in nature and instead of a full on rejection of public choice theory 

Caplan reaches a kind of synthesis in his own model of rational irrationality. 
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2.1 Classical public choice 
In classical public choice the voter is a rational agent that weights the costs and benefits from voting 

when making his/her decision. The decision to vote or not can be illustrated by this expression:   

 R = PB + D - C 

Where P is the probability that the vote will decide the election, B is the expected benefit if the 

party/candidate that the voter supports win, D is a term for the "taste for voting" i.e., other 

psychological benefits of voting. C is the cost of voting, for example the opportunity cost or 

travelling expenses. According to the classical theory P is infinitesimal and thus the voter decides to 

vote only if D>C10. The nature of the costs of voting is fairly uncontroversial so the main discussion 

has been about the properties of D. Some argues that D is a special "taste" for voting, that people 

have a sense of civic duty that gives them utility by participation in the democratic process. Others 

claim that people vote to express their preferences; these individuals would gain utility in voting for 

a candidate in the same way a football fan gains utility in cheering on his/her team. The theory of 

expressive voting11is the one closest to Caplan. According to the classical theory it is rational for a 

voter to be ignorant in an election because the expected benefit is low in comparison to the costs. 

The factor that still makes people to actually vote is, according to the expressive voter theory, the 

utility gained from expressing ones preferences. According to Caplan "Economists have long 

argued that voter ignorance is a predictable response to the fact that one vote doesn't matter. Why 

study the issues if you can't change the outcome? I generalize this insight: Why control your knee-

jerk emotional and ideological reactions if you can't change the outcome?"12 The difference here is 

that in classical public choice theory the voters are still rational (rationally ignorant) while Caplan 

argues that the voters are in fact irrational. 

 

2.2 Four systematic biases 
Bryan Caplan argues that voters are irrational. This is based on surveys of random voters and voters 

with a PhD in economics in the United States. The survey focuses on economic issues such as 

whether immigration is good or bad for economic growth. According to Caplan, the primary issues 

                                            
10 p. 329 Mueller, Dennis C. (2009) "Public Choice III" Cambridge University Press, New York. 
11 p. 329 ibid. 
12 p. 2 Caplan, Bryan 2007 
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decided upon in politics are regarding economic issues, for example trade agreements, welfare 

spending and taxes13. People in the United States also consider economic issues the most important 

ones decided upon in elections14. The point he is making is that if the general public has systematic 

deviant opinions about economic issues compared to ”the experts” this might be a problem.  

 In addition to comparing the respondents with PhDs in economics with the random voters' 

responses Caplan creates a third group called The Enlightened Public. This third category is created 

to solve the problem with self serving bias, the suspicion that people with PhDs in economic share 

economic situation and therefore share selfish opinions on economic issues, and ideological bias, 

that there is a certain degree of brainwashing in the educational system which affects the opinions 

of economists15. Caplan solves this problem by controlling for these biases and creates The 

Enlightened Public, which is what the average person would believe if he or she had a PhD in 

economics16. 

 Bryan Caplan concludes that both The Enlightened Public and the economists differs 

significantly from the average voter on issues such as the benefits of free trade and the true size of 

foreign aid in the federal budget. Furthermore, he argues that this systematic bias from the public on 

economic issues where there is consensus among the experts, for example the positive effects of 

free trade, can be deemed irrational. Caplan identifies four specific biases: antiforeign bias, make-

work bias, antimarket bias and pessimistic bias.  

 Antiforeign bias: Caplan defines this as "...a tendency to underestimate the economic 

benefits of interaction with foreigners"17. This bias is especially visible in issues regarding trade and 

immigration. People have a tendency to see trade as a zero sum game and do not grasp the concept 

of comparative advantages. The same holds for the negative views regarding immigration. 

However, this is not just a misunderstanding about the benefits from trade and immigration. 

Americans, for example, consider Canadians and Brits less foreign than the Japanese18. Even 

though the U.S. has a larger trade deficit with Canada than with Mexico, people tend to see the 

trade deficit with Mexico as a larger problem19. 

 Make-work bias: the general public tends to measure economic performance in terms of 

                                            
13 p. 10 ibid. 
14 p. 21 ibid 
15 p. 54 ibid. 
16 p. 55 ibid. 
17 p. 36 ibid. 
18 p. 39 ibid. 
19 p. 39 ibid. 
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employment and not production. As a result of this people tend to see downsizing as negative and 

not, as economists, see this as a reallocation of resources20. 

 Pessimistic bias: the general public tends to see the past as a long lost golden era and the 

future full of dangers. This is a result of a tendency to systematically underestimate the past 

performance of the economy and overestimate the present and future problems21. 

 Antimarket bias: the problem here is failure to grasp the concept of the "invisible hand". 

People tend to see corporations as greedy monopolies only driven by selfish profit-seeking motives.  

This failure to understand the positive effects of the market mechanism makes people more positive 

towards government regulation and more negative towards market solutions than is rational22. 

 

2.3 Rational irrationality 
Caplan argues that this irrationality is rational in the sense that democracy does not, like the market, 

punish irrationality. Rather democracy is, by not charging for irrationality, like a commons. 

Irrationality can be seen as a good with a low marginal cost when consumed in an election. As the 

price of irrationality is very low at an election, because the probability that the individual vote will 

influence the outcome is very close to zero, voters will "consume" more irrationality than in a 

market situation. This can be contrasted with the classical voting models, where a decline in the 

probability of a vote to affect the election lowers the expected utility of self-interested utility 

maximizing individuals and thus lowers the expected benefits of voting. Caplan argues that 

individuals get utility from voting according to their irrational beliefs. In this sense, it is rational to 

vote irrationally23.  

 The reason policies in most democratic countries are not as irrational as the mean voter 

would have it is, according to Caplan, that politicians has conflicting incentives. On one hand, they 

have to please the voters by carrying out the desired policies but on the other hand, they have 

incentives to achieve sound economic outcomes. When these two incentives conflict, for example in 

the case of trade policy, politicians have to balance the two effects. If they totally disregard the 

voters' antiforeign bias, they will be punished in the next election but if they implement trade 

policies that hurt the economy they will be punished by the voters for being incompetent in running 

                                            
20 p. 40 ff. ibid.  
21 p. 44 ibid. 
22 p. 30 ff. ibid. 
23 p. 123 ibid. 
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the economy. This delicate balance explains why the irrational voting behavior does not achieve full 

impact on policy24.  

 Furthermore Caplan argues that the view that a turnout where the rich and educated are over-

represented would lead to policies beneficial for this group is false because it is based on the, 

according to Caplan, false self-interested voter hypothesis. Voters do not vote according to self-

interest but have the general welfare of the nation in mind when casting a vote25. The difference 

between the rational and the irrational voter is that the rational have a higher probability in reaching 

good results. Even though an educated economist know that increased protectionism is likely to hurt 

the economy the average voter might fully believe that raising tariffs and subsidies would raise the 

general well-being of the society26. Thus, it would be beneficial for all if the more educated rational 

voter’s beliefs were realized into policy27.  Caplan concludes by noting that even though a raise in 

the general education of the voters would be beneficial, in that the average level of irrational beliefs 

would decline, a more cost-effective way in achieving a more rational average vote would be to cut 

the spending on programs aimed at raising turnout28.  

 

2.4 Related research 
This section begins with a more theoretical comparison between John Stuart Mill, Plato and Bryan 

Caplan and then continues with contemporary empirical research. 

 

Caplan's conclusions are similar to those of John Stuart Mill in ”On Representative Government”29. 

Democracy might lead to bad results if the uninformed, uneducated majority dominates the 

informed and educated few. Mill proposed, among other things, that people who did not pay tax 

(during the time Mill was writing the poor did not pay taxes) should not have the right to vote. This 

way of reasoning echoes in Caplan's conclusion that democratic states of today would benefit from 

less spending on programs with raised turnout as the goal. The fewer who vote the more power to 

                                            
24 p. 158ff ibid. 
25 p. 195 ibid. 
26 p. 142 ibid. 
27 p. 157 ibid. 
28 p. 198 ibid. 
29 Mill, John Stuart Considerations on Representative Government 1862 Harper & Brothers Publishing, New York 

Available at: 
http://books.google.se/books?id=mY_d0oS8H2gC&dq=john%20stuart%20mill%20on%20representative%20govern
ment&pg=PR1#v=onepage&q&f=false (quoted: 20010 – 5 - 11) 
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the educated (who are more prone to vote and more affluent), and the better the policies. 

 Even though Caplan holds economists in especially high regard, he does not propose a 

guardian state of the kind of Plato's ideal state where the philosophers (or the experts) would be 

”kings”30. Rather, Caplan hold the view that the market as an institution should be more influential 

where it is possible. In respect to the influence of the educated and informed Caplan argues that 

”Given their incentives, politicians cannot disregard the public's misconceptions, but they often 

drag their feet”31 That is even though the politicians are not the ”guardians” in Plato's way, they are 

forced by democratic competition to satisfy both the voters beliefs and their needs. That is, that 

democracy is working well does not mean the same thing as good policies. 

 Another important aspect that differentiates Caplan from Plato is that while Plato argues that 

there is objective values that the philosophers are best suited to realize for the state32, Caplan have 

the view that it is not so much the values or the specific goals that differentiates the ”enlightened 

public” and the experts from the average citizen but rather the means to reach them. According to 

Caplan, ”All kinds of voters hope to make society better off, but the well educated are more likely 

to get the job done”33. The problem is not that the average citizen does not know his/her own best 

but that he/she does have biased beliefs regarding how these goals are best met. 

 

Mattias Nordin argues in his paper "The effect of information on voting behavior" that how 

informed the voters are affect the elections. Nordin uses survey data from voters and politicians 

from the 1979 and 1991 elections covering 25 municipalities in Sweden. The results from his 

analysis is that more informed voters have a higher probability of voting for a politician with 

similar preferences, regarding the municipal tax rate, as the voter. This would not affect the 

outcome would there exist no systematic bias in the preferences of the informed and the uninformed 

voters. However, Nordin shows that this is the case and concludes that if all voters were informed 

the left bloc in Sweden would have received 1-2 % less votes34. This is because informed voters 

preferred higher taxes than uninformed voters, and left-wing parties supported higher taxes. Nordin 

also finds that information is strongly positively correlated with education35. In his results Nordin 

                                            
30 p. 15 Lewin, Leif (1998) ”Upptäckten av framtiden” Norstedts Juridik AB. Stockholm  
31 p. 162 Caplan, Bryan 2007 
32 p. 16f Lewin, Leif 1998 
33 p. 157 Caplan, Bryan 2007 
34 p. 31 Nordin, Mattias (2009) "The effect of information on voting behavior" Working paper 2009:14, Department of 

Economics, Uppsala University. 
35 p. 16 Nordin, Mattias 2009 
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assumes that "...information does not have a direct causal effect on the tax preference"36.   

 

Mikael Elinder, Henrik Jordahl and Panu Poutvaara ask the question whether voters vote according 

to their self-interest. The authors use a difference-in-difference approach where they compare two 

similar groups in which one receives the "treatment", in this case a reform putting a cap on child 

care fees (a campaign promise from the social democrats). They find that the group who would gain 

from this childcare reform was affected by the election campaign promise from the social democrats 

in that they to a higher degree chose to vote for that party. They conclude that the social democrats 

received approximately 1.5% more votes as a result of this election campaign promise37. Another 

conclusion is that voters seem to be prospective, that is, they respond to promises, and to a certain 

degree vote their pocketbooks. 

 This fact could tempt politicians to target specific groups when proposing tax redistribution 

to get more votes. Nordin also notes that politicians should have incentives to target informed 

voters38. Thus, informed voters in distinct groups could be a possible target for office motivated 

politicians. The result from Elinder et al. goes against Caplan's theory because it provides evidence 

of selfish voting39. Caplan's theory assumes that voters tries to make everyone in the society better 

off, an example of this might be support for farm subsidies. Farmers represent a small proportion of 

the voters but farm subsidies are still popular. Caplan argues that the irrational voter believes that 

farm subsidies are essential in the provision of affordable food and thus is beneficial for the country 

as a whole40. Elinder et al. shows that the group who benefited from the reform also were more 

prone to vote for the party proposing the reform, that is, they voted prospective according to their 

pocketbook. Perhaps voters in general have systematic biases regarding many different economic 

issues and vote accordingly ceteris paribus. However, when there is a distinct gain in voting for a 

certain party (for example a promised reform) the "stand-by" rationality41comes into play and voters 

vote more rational and selfish. To promise a reform in benefit of specific groups is common in 

elections and if these triggers rationality in the voting decision it will overshadow the irrationality in 

the beliefs. If this is true Caplan's theory might be right if politicians do not behave in a "vote-

                                            
36 p. 31 Nordin, Mattias 2009 
37 p. 23 Elinder, Mikael, Jordahl, Henrik and Poutvaara, Panu (2008) "Selfish and Prospective: Theory and Evidence of 

Pocketbook Voting" CESifo Working Paper 2489 
38 p. 5 Nordin, Mattias 2009 
39 p. 18 Caplan, Bryan 2007 
40 p. 30 ibid. 
41 p. 130f ibid. 
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buying" way but will fail if this behavior in politicians triggers selfish voting.  

 
Dennis C. Mueller and Thomas Stratmann investigate the effects of variations in turnout across 

countries over time in "The economic effects of democratic participation". Their main finding is 

that there is an association between high levels of turnout and income equality42. This more equal 

distribution of income is associated with larger governments, which are associated with lower levels 

of economic growth. Mueller and Stratmann argue that the more equal distribution of income due to 

the increase in turnout is a class effect43. This analysis is a result of the theoretical assumption that 

voters are rational and self interested. Caplan would not have interpreted the results in this way 

mainly because he expects voters to vote not to forward their self-interest but to make the society 

better off44. 

 The methods the authors use are similar to the one in this paper in that they estimate 

regressions on panel data. The main theoretical difference is that Mueller and Stratmann assume 

that voters are rational45. This paper is based on the rational irrationality model developed by Bryan 

Caplan, which assumes that the general public holds irrational beliefs in a number of economical 

issues. The main methodological difference is that Mueller and Stratmann measure bad policy as 

slower GDP growth46. In this paper specific policy outcome variables, based in theory and empirics, 

are used. The results from this thesis should be more robust in that the theoretical background is 

clearer, and backed up by empirical evidence, and the number of potential sources of error should 

be lower for the different outcome variables used here than the crude GDP measure used by Mueller 

and Stratmann. There are many different variables that might affect the GDP/capita in a country. It 

is not just domestic policy decision but also the world market and the business cycle. Foreign aid, 

inflation and economic freedom are hopefully less complex in that they are less vulnerable to global 

trends and easier affected by domestic policy. 

 

In "Introduction: Consequences of low turnout" Georg Lutz and Michael Marsh reviews recent 

findings regarding the effects of lower turnout. Some argues that the poor and uneducated votes 

less, and if they would vote to a higher degree they would vote for left-wing parties. Thus, higher 

                                            
42 p. 1 Mueller, Dennis C. and Stratmann, Thomas (2003)  
43 p. 23 ibid. 
44 p. 157 Caplan, Bryan 2007 
45 p. 18 Mueller, Dennis C. and Stratmann, Thomas 2003 
46 p. 3 ibid. 
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turnout would benefit left-wing parties and lower turnout would benefit right-wing parties. This 

does not get any support in the research reviewed by Lutz and Marsh. Changes in turnout do not 

seem to affect the election outcome. Lutz and Marsh also recognizes, in line with Nordin, that 

informed voters are more left wing than the uninformed, and also do vote to a higher degree47. In 

conclusion Lutz and Marsh ask the question whether increasing turnout by raising the level of 

information among voters would affect the outcome itself, for example by benefiting left-wing 

parties48. 

 If combined with the results from Mueller and Stratmann lower turnout seems to affect 

policy but not the election outcome. That is, an increase in turnout does not benefit left-wing parties 

but affect the policy, for example do Mueller and Stratmann find that higher turnout is associated 

with higher government spending and higher levels of transfers49.  

 Caplan do not theorize about whether the irrationality among voters affects the elections in a 

right versus left way; he is interested only in the policy implications. The politicians give the people 

what they want, regardless party affiliation. Researchers have provided evidence of pocketbook 

voting, showed that more informed voters have a higher probability of voting for their most 

preferred politician, and that lower turnout does not affect elections but the policy in certain areas. 

However, there are no empirical research done regarding turnout and the theoretical predictions 

made by Bryan Caplan. 

3. Hypotheses 
According to Caplan, the well-educated are over-represented among those who vote50. The less 

educated on the other hand are less prone to vote. These voters are also characterized, according to 

Caplan, by a higher degree of irrationality in their views about policy and in their voting decisions. 

Furthermore, if the turnout increased there would be more irrational voters to vote and more 

reckless choices made. If the general pattern is that well-educated are voting to a higher degree than 

other groups, a decrease in the turnout should therefore increase the influence of the more educated 

voters. Thus, argues Caplan, there should not be any greater efforts to increase turnout since it will 

only affect the policy in an unfavorably way. 

                                            
47 p. 8 Lutz, Georg and Marsh, Michael (2007) "Introduction: Consequences of low turnout" Electoral Studies 26 

(2007) 539-547. 
48 p. 8 ibid. 
49 p. 23 Mueller Dennis, C. and Stratmann, Thomas 2003 
50 p. 157 Caplan, Bryan 2007 



Per Andersson  2010-06-07 
Master’s Thesis paper   Uppsala university 
Supervisor: Mikael Elinder  Department of Economics 
 
 
 

 12

 The proposed causal chain starts with a decrease in turnout, which means an increase in the 

proportion of rational voters. These voters will gain a greater impact in the democratic process 

which, in turn, will lead to better policy outcomes: 

 

Decrease in turnout → proportionately more rational voters → impact on policy  

 

The three outcome variables regarding policy used are: economic freedom, inflation and foreign 

aid. These are based on the four biases in Caplan's theory. 

 

3.1 Testable hypotheses 
Formally, the hypotheses can be stated as the following regression equation: 

 

Yit = α + β1Turnoutit + β2Educationit + β3GDP/capitait + β5Populationit + Di +εit 

 

Where α is the intercept, the different βs the regression coefficients for my different control 

variables (education, population and GDP/capita) and my explanatory variable (turnout), D is the 

control for country specific effects and ε is an error term. Y is the different outcome variables: 

foreign aid, inflation and economic freedom. Several regressions are performed where the outcome 

variable will change between the three different variables while the explanatory variable will 

remain the same. 

3.1.1 Expected results 
Table 1 shows the expected signs of the association between the explanatory variable, turnout, and 

the different outcome variables. 

Table 1. Expected results 

 
 

 

 

 Economic Freedom Inflation Foreign aid 
Turnout - + - 
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Table 2 shows the expected signs of the association between the control variables and the outcome 

variables. 
Table 2. Expected results continued. 

 Education GDP per capita Population 

Inflation - - + 

Economic Freedom  + + - 

Foreign aid + + - 

Turnout + -/+ -/+ 

 

Note that the explanatory variable is included. This is because some variables might affect both the 

explanatory and the outcome variables and thus contribute to a potential spurious relationship. A 

higher level of education is associated with more rational voters and this is associated with less 

inflation, more economic freedom and more foreign aid. Educated people are also more prone to 

vote so a higher level of education among the population should, ceteris paribus, be associated with 

higher turnout. GDP/capita is predicted to be associated with less inflation, more economic freedom 

and more foreign aid. A larger population lowers the price for irrationality and thus makes people 

vote less rational. This is associated with higher inflation, less economic freedom and lower foreign 

aid. These predictions are all based on Caplan's theory that was described in the previous section. 

4. Data 

4.1 Selection of countries 

19 countries are selected mainly on the basis of being democracies, recognized by Freedom House, 

for a long period of time51. More specifically the countries in the dataset have been considered 

democratic, or ”free”, since 1973. It is essential to follow the countries during a considerable time 

period since the effects of turnout on policies is probably a process that takes time. Furthermore, 

most countries only hold elections every four or five years which requires me to include a long time 

period in order to get a sufficient number of observations. 

                                            
51 Published by Freedom house. Available online at: http://www.freedomhouse.org/template.cfm?page=439 (quoted 

2010-5-11) 
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 The countries are also selected in consideration of data availability. For example is it of no 

use if the countries in the dataset do not give foreign aid or if there is no data for that variable for a 

specific country during the time period of interest. 

 After this selection process the dataset consists of 19 countries, most of them from Western 

Europe with the addition of the United States, Canada, Australia, New Zealand and Japan. All these 

countries have been democratic since 1973 and there is data available regarding the variables of 

interest for these countries over time. All countries in the dataset are listed in the appendix. 

 

4.2 Operationalization of variables 
 

The ideal case would be to find specific quantitative data that in a good way measure the different 

biases mentioned by Caplan. For example could detailed trade and immigration data be used to 

properly measure antiforeign bias. The main obstacle here is that Caplan seldom identifies specific, 

measurable policies/outcomes associated with the different biases. There is also a problem with how 

different data is defined, for example freedom of trade and immigration.  

 This section will start with the more unproblematic explanatory variable and then continues 

with the operationalization of the different outcome variables and a discussion regarding the 

problems with these. In the end follows a short discussion regarding omitted variables. 

4.2.1 Explanatory variable 
I will use variation in turnout as the explanatory variable. According to the hypotheses, an increase 

or decrease in the voter turnout will affect the policy outcome variables because of changes in the 

proportion of irrational voters. It differs between countries which election, for example the 

presidential election or the election to the parliament, is the most important. I will use turnout on the 

most relevant election. In presidential countries, and in semi-presidential countries where the 

president have the most political power, the turnout from the presidential elections are used, 

otherwise the data from the parliamentary elections is the numbers used. 

 The data for turnout is from IDEA's (Institute for Democracy and Electoral Assistance) 

database where turnout is measured as the total votes divided by the voting age population. The data 

is in the form of a value between 0 and 1. Germany is a special case here and I have used turnout 
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data from Western Germany before reunification and after 1990 the unified Germany52. This is 

because Western Germany was democratic while Eastern Germany was not. 

4.2.2 Outcome variables 

The outcome variables are based on the four biases identified in The Myth of the Rational Voter. The 

pessimistic bias is not directly linked to a testable policy in The Myth of the Rational Voter so I will 

leave this bias out of the analysis. I will first list the variables that I have chosen and explain why 

and after that briefly discuss the problems that made me omit certain variables.  

 The outcome variables that I find least problematic to operationalize and the ones for which 

there is good data are: economic freedom, foreign aid and inflation. 

4.2.2.1 Economic Freedom 
Instead of using different trade variables as an indicator of antiforeign bias and instead of business 

tax or size of government as indicators of antimarket bias, I have chosen to use an aggregate 

measurement: economic freedom from the Fraser Institute. This aggregate measure covers a lot of 

the antimarket, make-work and antiforeign biases.  

 Two measurements of economic freedom were considered, one from The Wall Street Journal 

and The Heritage Foundation53 and the other from the Fraser Institute54. I have chosen the index 

from the Fraser Institute because it covers a longer time period and is more akin to Bryan Caplan's 

notion of economic freedom.  

 

Economic Freedom of the World Index (Fraser Institute) 

This index is a chain-linked index from the Fraser Institute.  The four basic freedoms measured are: 

personal choice, voluntary exchange coordinated by markets, freedom to enter and compete in 

markets, and protection of persons and their property from aggression by others. These basic 

freedoms are measured in five areas:  

1. Size of government: expenditures, taxes and enterprises. 

                                            
52 Published by IDEA- The International Institute for Democracy and Electoral Assistance.  Electoral system, available 

online at: http://www.idea.int/esd/world.cfm Voter turnout, available online at: http://www.idea.int/vt/index.cfm  
(quoted 2010-5-11) 

53 Published by The Wall Street Journal and the Heritage Foundation. Available at: 
http://www.heritage.org/index/Ranking.aspx  (quoted 2010-5-11) 

54 Published by the Fraser Institute. Available at: http://www.freetheworld.com/index.html (quoted 2010-5-11) 
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2. Legal structure and security of property rights. 

3. Access to sound money.  

4. Freedom to trade internationally.  

5. Regulation of credit, labor and business55. 

 

Each country gets a rating between 1 and 10 where 10 is the highest possible score, that is, the most 

economically free. This way of measuring economic freedom can be criticized in many ways. It 

does, however, correspond to the theoretical predictions made by Caplan, and should thus be 

suitable. 

 

4.2.2.2 Foreign aid 
The outcome variable will be a simple measure of the level of foreign aid. Because of antiforeign 

bias people tend to see foreign aid as a big problem regarding government spending56. This is a 

simple and straightforward way to measure antiforeign bias where there are little problems with the 

data itself. A lowering of foreign aid would be a sign of irrationality and the hypothesis state that a 

higher turnout would be associated with this. 

 The measure of foreign aid is ”Official Development Assistance” and the figures are from 

the OECD Development Assistance Committee. More specifically the measurement is ”net 

disbursement” that is, the actual transfer of financial resources. The data covers all countries in the 

dataset and is considered credible. The figures are in constant (2008) USD prices as percentage of 

GNI and are reported annually57. 

 

4.2.2.3 Inflation 

If it is possible to choose between high inflation and low unemployment in the short run the rate of 

inflation would be one way that voter irrationality would affect policy outcome. It is not necessary 

that this relationship is true, it is enough that politicians believe that this short run trade off is 
                                            
55 p. xxi Published by the Fraser Institute. Available at: 
http://www.freetheworld.com/2009/reports/world/EFW2009_BOOK.pdf (quoted 2010-5-11) 

56 p. 58. Caplan, Bryan 2007. 
57 OECD- Organisation for Economic Co-operation and Development available at: 

http://stats.oecd.org/qwids/about.html (quoted  2010-5-11) 
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possible for it to work as an indicator of make-work bias. 

 A potential problem with this measurement is the European Central Bank and other domestic 

independent central banks. Some countries have recently made their central banks independent from 

politicians, either unilaterally or through joining the European Monetary Union. This is a problem 

because with these kinds of central banks it is not possible for the irrational voters to affect the 

inflation rate through democracy. That is, turnout should not be able to affect inflation in a direct 

way. The variation in the inflation variable will also be affected since ECB and other central banks 

use inflation targeting. This fact can also be seen as an opportunity. If we divide the EU-countries in 

two groups of which one did join the EMU and the other did not and look at differences in the level 

of turnout before the decision to join or not we might be able to say something about our 

hypothesis. In this case letting the experts take care of the monetary policy would certainly be the 

more rational decision in Caplan's view. However, this kind of stratification is not within the scope 

of this paper. 

 The inflation measurement used is the CPI index from OECD measured as percentage 

change on the same period of the previous year. The numbers are reported annually with 2005 as 

base year.58 

 

4.2.3 Omitted variables 
Below is a record of the variables that were omitted and why.  

 

4.2.3.1 Antiforeign bias 

Immigration  

People in general are more suspicious towards immigration than economists are. This is one 

example of antiforeign bias. Is it possible to use immigration as a way to measure this bias?  

 There is more than one way to measure a country's immigration policy. One way could be a 

simple measure of annual net migration but this measure might not be the best one for several 

reasons. For example, the antiforeign bias might be stronger towards different parts of the world. 

Caplan states that the irrational opinion might be more positive to trade agreements and 

                                            
58 OECD – Organisation for economic Co-operation and Development. Available at: 

http://stats.oecd.org/Index.aspx?DataSetCode=REV (quoted 2010-5-11) 
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immigration from neighbouring countries that share language and certain cultural traits59. A better 

measure here could be one that is not a crude immigration figure but a more precise one that 

includes more information on different immigration groups for example country of origin and 

educational background. These are only some of the difficulties in measuring the antiforeign bias 

through immigration figures. Due to the large problems with this way of measuring antiforeign bias 

this bias will be measured through the economic freedom-measure and through foreign aid. 

 

International trade 

The antiforeign bias affects trade in that voters do not fully grasp the concept of comparative 

advantages. Tariffs and quotas against foreign imports and subsidies to domestic industries is a sign 

of this disbelief in the gains possible from trade. However, different trade barriers have different 

effects and might offset each other. For example, suppose the overall tariff rate is chosen as a 

measure of antiforeign bias. If country A has lower tariffs than country B the conclusion is drawn 

that country A has a lower degree of antiforeign bias measured through trade than country B.  

However, tariffs are only one trade barrier. For example, country A might have many subsidies to 

domestic firms while country B has not. It is complicated to measure trade barriers in a valid way 

and a composite measurement is preferable. 

 

4.2.3.2 Make-work bias 

This bias is more difficult to translate into an outcome variable. A recent example of this bias is 

governments who support businesses that encountered difficulties during the financial crisis. These 

cases of government bailouts could be an example of make-work bias in that the government 

actively supports companies to save jobs. However this behavior is extremely hard to measure 

quantitatively over time. One potential variable that might be measurable is labor market 

regulations with the stated goal to ”save jobs”.  However, a credible valid way of doing this has not 

been found. 

  

4.2.3.3 Antimarket bias 

The most straightforward way to measure the anti-market bias is business taxation. This 

phenomenon can easily be connected to the public's general underestimation of the market 

mechanism. Businesses are regarded as greedy monopolies and excessive taxation of businesses 

                                            
59 p. 39 Caplan, Bryan 2007 
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might be an effect of strong irrational influence on policy. A large government sector might also be 

an indicator of a general mistrust of markets in favor of the state. A suitable measure of this has not 

been found and this bias is better measured with the aforementioned economic freedom measure. 

 

4.3 Control variables  
Education 
The first thing that comes to mind when considering control variables is education. Caplan's 

evidence shows that educated people are more rational in their political beliefs than people with less 

education. An increase in education might affect both the independent and some of the dependent 

variables. A control for different levels of education in different countries is thus essential in this 

kind of analysis.  

 The data for the different levels of education comes from Robert J. Barro and Jong-Wha 

Lee's dataset from 200060. The measurement chosen is ”average years of schooling”. Two other 

measures were also considered: the proportion of the population over 25 years old that have 

completed secondary education and the proportion of the population over 25 years old that have 

completed post-secondary education. The reason for choosing average years of schooling is that a 

decline in the first measurement, completion of secondary education, can be associated with an 

increase in the second one, completion of post-secondary education. That is, more people choose to 

go to university after finishing high school. The average years of school measurement can thus be a 

better way to measure education.61 

 One problem with this data is that one of the countries in this paper's dataset, Luxembourg, 

is missing. Another is that it measures Western and Eastern Germany separately before unification. 

In my data, I use Western Germany from 1973 until 1990 and after 1990 the unified Germany. The 

reason for this is that this paper only concerns democracies and Western Germany was democratic 

while Eastern Germany was not. There is also possible that the data from Western Germany are 

more credible than the data from Eastern Germany. 

 Another problem is that Barro and Lee's dataset only provides observations every fifth year. 

This leads to missing values in this paper's dataset. To solve this problem an alternative dataset is 

                                            
60 Barro, Robert J. and Jong-Wha Lee 2000. Published by Harvard University. Available online at: 

http://www.cid.harvard.edu/ciddata/ciddata.html (quoted 2010-5-11) 
61 Barro, Robert J. and Jong-Wha Lee 2000. Published by Harvard University. Available online at: 

http://www.cid.harvard.edu/ciddata/barrolee/readme.htm (quoted 2010-5-11) 
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created. How this dataset is created is described in the next section.  

GDP/capita 

GDP per capita is another important factor to control for. Rich and poor countries exhibit great 

differences in both the explanatory variable and the outcome variables. For example might the level 

of foreign aid be higher in richer countries than in poorer. The figures regarding GDP per capita are 

taken from the University of Pennsylvania database ”Penn World Tables”. The measurement is real 

GDP per capita in 2005 constant USD prices, chain-linked62.  

 

Population 

According to Caplan's theory the larger the electorate the lower the price for irrationality. Thus, a 

larger population should lead to a higher degree of irrationality in the outcome. Note the difference 

between this view of the effect of population compared to traditional voting models where an 

increase in the population leads to lower expected benefit from voting and a lower turnout. The 

traditional model stresses the lower expected benefits but Caplan stresses the lower price of 

irrationality. The numbers on population is from the Quality of Government dataset (2009)63 and the 

source is the United Nations64. Population is measured as number of inhabitants. 

 

Finally, I will include controls for country specific effects. This has the implication that I do not 

have to control for variables that do not change over time, for example colonial background and 

electoral system. 

 

4.4 Interpolation  

The education variable and my economic freedom variable are only measured every fifth year. This 

leads to problems with missing values and might unnecessarily weaken the statistical analysis. To 

solve this, an alternative dataset has been created where linear interpolation is used to estimate 

observations between the already existing observations. That is, the missing values are estimated 

between two points, for example the average years of schooling for 1975 and 1980, with the 

                                            
62 Published by University of Pennsylvania. Available online at: http://pwt.econ.upenn.edu/php_site/pwt_index.php 

(quoted 2010-5-11) 
63 Published by The Quality of Government Institute. Available at: 

http://www.qog.pol.gu.se/data/QoG_t_s_v17June09.dta (quoted 2010-5-11) 
64 p. 130 http://www.qog.pol.gu.se/data/QoG_Codebook_vJune09.pdf 
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assumption that the relationship between the two is linear. In my view, this assumption is not 

entirely unreasonable. If the average years of schooling of the whole population have risen by two 

years during a five-year period, it is reasonable to assume that this rise is gradual because the 

measure is an average. 

 When it comes to economic freedom, this assumption is not entirely as reasonable as it were 

with education. It is possible that a certain reform one year would increase the economic freedom 

more than the typical year. However, this increase should not increase the overall value that much 

because there are many different variables included in the measure, and a country seldom changes 

all of its policies overnight. Still it might be problematic with linear interpolation in this case.  

 Table 3 shows the descriptive statistics of the education and economic freedom variables, 

both the original ones and the ones with interpolated values. The variables with interpolated values 

are marked with a *. As is visible the values are almost identical. 

Table 3. Comparison of descriptive statistics of education and economic freedom. 
Variable obs mean std. Dev. min max

Education 108 9.12787 1.559187 5.28 12.25
Education* 468 9.146816 1.513244 5.28 12.25

Ec. Freedom 190 7.207145 .7813879 5.06422 8.565698
Ec. Freedom* 570 7.017791 .7771093 5.06422 8.565698  

 

4.5 Descriptive statistics 
Before the analyzing the results from the regressions, it might be interesting to look at the 

descriptive statistics. Table 4 shows descriptive statistics from the dataset with interpolated values 

for economic freedom and education. 
Table 4. Summary statistics. Dataset 2 

 

With the interpolated values for education and economic freedom the variable that limits the 

Variable obs mean std. Dev. min max

Foreign aid 695 .4487338 .2622654 .08 1.17
Inflation 700 4.762429 4.31573  -4.5 24.2

GDP/capita 665 25706.07 8575.051 11367.47 77783.5
Education 468 9.146816 1.513244 5.28 12.25

Ec. Freedom 570 7.017791 .7771093 5.06422 8.565698
Turnout 192 .7471359 .125642 .3494484 .9543259

Population 665 3.93e+07 6.11e+07 351409 3.06e+08
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observations is turnout with 192 observations. The mean level of voter turnout is 75% but with a 

fairly large standard deviation of 13 percentage points. The variable with the highest standard 

deviation compared to the mean is inflation, with values of 4.7 and 4.3 respectively.  

 

To explore the degree of multicollinearity and the relationships between the variables used in the 

dataset table 5 shows the pair wise correlations between the variables. 
Table 5. Pair wise correlations. Dataset 2 

 

No explanatory variables are perfectly correlated with one another and even though some are 

correlated to a high degree the values are not extreme65.  

 That turnout is positively correlated with inflation and negatively correlated with 

GDP/capita, education, economic freedom and population is according to the hypotheses. However, 

the positive correlation between turnout and foreign aid is not predicted, a higher level would lead 

to more irrationality and lower foreign aid. That the correlation between education and turnout is 

negative is puzzling, if more highly educated citizens vote to a higher degree then the relationship 

between turnout and education should be positive. There is, however, the possibility that the 

average years of schooling has increased and that the more highly educated vote more at the same 

time that turnout rates for the uneducated has dropped by such dramatic numbers that the overall 

trend is lower turnout. GDP/capita is positively correlated with education, economic freedom 

education and foreign aid. It is negatively correlated with inflation and turnout. If there is a pattern 

that rich countries have specific characteristics regarding the variables used GDP/capita should be a 

good control variable. 

 

I have also performed regressions with turnout as dependent variable and year as independent to 

find out if there is a downward or upward trend in turnout or none at all. These results suggest that 

                                            
65 More on multicollinearity in the sections "Empirical strategy" and "Robustness analysis". 

Foreign aid Inflation GDP/capita Education Ec. Freedom Turnout
Foreign aid 1.00

Inflation -0.067 1.00
GDP/capita 0.17  -0.50 1.00
Education 0.083  -0.29 0.48 1.00

Ec. Freedom  -0.14  -0.70 0.57 0.60 1.00
Turnout 0.28 0.34  -0.47  -0.42 -0.58 1.00

Population  -0.35 -0.065 0.073 0.22 0.18 -0.31
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year and turnout are negatively correlated, that means that the higher, later, the year the lower the 

turnout. This also holds when country specific effects are taken into account. This supports the 

general trend of lower turnout and can thus suggest that my sample does not deviate from other 

studies in this aspect. See the appendix for the full result tables.  

5. Empirical strategy 

The test consists of five different linear regression (OLS) models that are estimated on the dataset 

with interpolated values. 

The models are: 

 1. Yit = α + β1Turnoutit +εit  

 2. Yit = α + β1Turnoutit + β2Educationit +εit 

 3. Yit = α + β1Turnoutit + β2Educationit + β3GDP/capitait +εit 

 4. Yit = α + β1Turnoutit + β2Educationit + β3GDP/capitait + β5Populationit +εit 

 5. Yit = α + β1Turnoutit + β2Educationit + β3GDP/capitait + β5Populationit + Di+εit 

 

5.1 Ordinary least square regression 
The estimation method used in this analysis is a so-called ordinary least square regression. The 

ordinary least square regressions are based on a series of assumptions. How many, or how they are 

divided, varies with different authors. The assumptions described here are divided in to five parts, 

based on Peter Kennedy's "A Guide to Econometrics"66 

 The first assumption is that the relationship between the independent and the dependent 

variable is linear. When this assumption is violated we have specification error. These can be 

divided into three types. 1) The inclusion of irrelevant independent variables or the omission of 

relevant independent variables. 2) Nonlinearity: that the true relationship between the independent 

and dependent variable is not linear. 3) Changing parameters: this occurs when the parameters is not 

constant when the data is collected. 

 The second assumption is that the mean of the error distribution is zero. If this assumption is 

violated the slope of the coefficient estimates are not affected, only the intercept. 

                                            
66 Kennedy, Peter 2003 "A Guide to Econometrics" Blackwell Publishing, Malden. 
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 Thirdly it is assumed that the error terms are not correlated and all have the same variance. 

If the error terms do not have the same variance we have what is called heteroskedasticity. If the 

error terms are correlated the problem is called autocorrelation. 

 The fourth assumption is that if the sample for the independent variable is repeated it should 

not affect the observations. That is, it should not be any difference in the measurement. If this 

assumption is violated it could be due to an error in measuring, autoregression, or so-called 

simultaneous equation estimation (this means that the dependent variable is affected by an 

interaction of several independent variables). 

 The last assumption is that there is no perfectly linear association between the independent 

variables. If this occurs the regression exhibits multicollinearity. An additional assumption is that 

the number of independent variables is less than the number of observations. 

 Violations of any of these assumptions might make the results from the regression less 

robust and less credible. In the next section potential problems based on these assumptions is 

discussed in relation to the empirical analysis in this paper. 

 

The countries in my dataset are very heterogeneous. There are a lot of historical, institutional, 

cultural, religious and geographical factors that might, and might not, affect my analysis. It would 

be an almost impossible task to try to control for all these potentially important differences. To 

solve this problem, the fifth model includes controls for country specific effects, that is, factors that 

do not vary within a country, or over time, but between countries in the dataset. 

 

5.2 Robustness analysis 
Using interpolation might possibly introduce problems with autocorrelation, the situation were the 

error terms are correlated. This in turn will affect the credibility of the R2-values and the F-tests.  

 Another possible problem in the data is multicollinearity. A sign of multicollinearity is 

extremely high R2 - values and insignificant estimators. This does not, however, seem to be the case 

with my results.  

 Another problem is that the regression line tries to minimize the sum of the quadrated error 

terms and thus put to much weight on observations with a large variance in the error term. This 
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problem arises because OLS-regressions assume that the error term has a constant variance. Due to 

heteroscedasticity there is also a risk that the standard error is systematically underestimated which 

results in unreliable standard errors and significance tests. It is also possible that what looks like 

heteroscedasticity is really the result of an omitted variable, that is, that the model suffers from 

specification error. I have, as a solution to the potential problems with heteroscedasticity, chosen to 

allow for heteroscedasticity in the regression models. Thus, the standard errors shown in the result 

tables are robust standard errors.  

 Another thing to consider is the potential problems with the R2-value. R2 measures the 

strength of the model in explaining the variation in the outcome variable. For example a R2 of 0.1 

means that 10% of the variation in the outcome variable can be explained by the model. However, 

there are problems with R2. If more explanatory variables are included, the R2 cannot fall. Thus the 

R2 rises with the number of independent variables added, which results in an artificially high R2. 

This is solved in part when using the adjusted R2, which compensates for the number of 

independent variables, but with many observations the R2 and the adjusted R2 tend do converge. 

Furthermore, when using linear regression a low R2 does not necessarily mean that there is no 

association between the variables but can simply mean that the relationship is non-linear.  

 One problem with the analysis so far is that it is based on results where the effect of turnout 

is calculated on the outcome variables the same year as the explanatory variable, turnout. However, 

it might be reasonable to assume that it takes time between the election and the effect of policy, and 

between the results of the policy and the actual measurable result. For example, if the turnout one 

year is low the possible results from this might not be measurable until one or two years later. To 

solve this problem, lead variables for each dependent variable are created with one, two and three 

year shifts. The elections typically take place every four or fifth year in the dataset, so a time shift 

of maximum three years should fit. 

6. Results 
The results are presented for each outcome variable one by one. The dataset used is dataset number 

two with interpolated values for economic freedom and education, without time shifts of dependent 

variables. The time period covered is 1973-2009. The standard errors shown are robust standard 

errors. 

 The result tables for the regressions where shifted values for the different dependent 

variables are used are available in the appendix. The results from these regressions are included in 
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the analysis in the section below, however, to save space only the result tables with no shifts are 

included.  

 

6.1 Economic freedom  

Hypothesis: Increase in turnout → decrease in economic freedom. 

Table 6. Results for model 1-5. Dependent variable: Economic freedom. 

*, ** and *** denote significance level on the 10, 5 and 0.1 percent level respectively. Robust standard errors in 

parenthesis. The X marks the model/models with fixed effects included in the regression. 

 

The hypothesis stipulates that the higher the turnout the lower the economic freedom. This seems to 

hold even when controls for education, GDP/capita and population are included. The sign is right 

and statistically significant. Of all the models without fixed effects model 4 should be considered 

the most credible because it contains all the control variables. The estimates in model 4, in all 

different time shifts, are below -1 and statistically significant on the 1 % level. If we look at the 

estimate for the dataset without time-shifts the estimate is -1.51, and statistically significant for 

model 4. Economic freedom is measured on a scale from 1 to 10, where 10 is the highest (most 

free) score and turnout is measured as the number of voters divided by the voting age population, 

which yields a value between 0 and 1. This means that a one percentage increase in turnout is 

associated with a 0.0151 decrease in the economic freedom rank. For example, if country A have an 

economic freedom score of 7 (the mean value for this variable in the dataset) and turnout of 0.75 

(the mean value in the dataset) and the turnout increased to 0.76, these results suggest that, ceteris 

paribus, this is associated with an economic freedom score of 6.9849, a change of 0.2 % in this 

1 2 3 4 5
dependent var. Ec. freedom Ec. freedom Ec. freedom Ec. freedom Ec. freedom

Turnout  -3.51*** (.37)  -2.53*** (0.41)  -1.44*** (0.36)  -1.51*** (0.36)  -0.59 (1.19)
Education 0.21*** (0.042) 0.152*** (0.043) 0.15*** (0.043) 0.15 (0.14)
GDP/capita 0.000062*** (0.000012) 0.000063*** (0.000013) 0.00012*** (0.000027)
Population  -4.86e-10 (4.95e-10)  -1.27e-08** (5.84e-09)

obs 159 133 133 133 133
0.34 0.47 0.57 0.58 within: 0.70
0.34 0.46 0.56 0.56 between: 0.019

F-test 90.28*** 105.40*** 102.47*** missing 35.13***
Fixed effects - - - - X

R2

adj R2
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case.  

 However, one could easily argue that the control variables included are not enough. For 

example cultural differences between countries in voting behavior and different constitutional 

environments might be strong predictors for both turnout and economic freedom. Thus, model 5, 

which includes controls for country specific effects, should be even more credible. Table 7 shows 

the results from model 5 for each of the different time shifts in the outcome variable, economic 

freedom. 
Table 7. Results for model 5 with different time shifts. Dependent variable: Economic freedom. 

*, ** and *** denote significance level on the 10, 5 and 0.1 percent level respectively. Robust standard errors in 

parenthesis. The X marks the model/models with fixed effects included in the regression. 

 

The point estimate for turnout is consistently getting stronger while the robust standard error 

remains almost unchanged. A possible interpretation of this is that turnout seems to have an impact 

on economic freedom, but this impact takes some time. The association between turnout year 0 and 

economic freedom year 3 is -1.23 with a confidence interval between -3.84 and 1.37. The P-value 

has also decreased gradually and for the last dataset where the effect of turnout is calculated on 

economic freedom three years later it is 0.331. Even though this coefficient is not statistically 

significant it might be economically significant. A one percentage increase in turnout is associated 

with a -0.0123 decrease in economic freedom three years later. To achieve a change in the economic 

freedom score with one point an increase in turnout of almost 100 percentage points is required. 

Thus, the results can not be considered strong in an economic sense. This, combined with the 

relatively high p-value of 0.331, which makes the results fairly uncertain, suggests that the effect of 

turnout on economic freedom is weak, if not totally negligible. 

 

Year shift 0 1 2 3
Dependent var. Ec. freedom Ec. freedom Ec. freedom Ec. freedom

Turnout  -0.59 (1.19)  -0.89 (1.30)  -1.057 (1.30)  -1.23 (1.23)
Education 0.15 (0.14) 0.15 (0.14) 0.15 (0.14) 0.15 (0.13)
GDP/capita 0.00012*** (0.000027) 0.00012*** (0.000027) 0.00011*** (0.000027) 0.000099*** (.000026)
Population  -1.27e-08** (5.84e-09)  -1.47e-08** (6.09e-09)  -1.51e-08 (6.18e-09)  -1.24e-08** (5.74e-09)

obs 133 133 133 133
within: 0.70 Within: 0.67 within: 0.64 Within: 0.61

between: 0.019 Between: 0.014 between: 0.013 Between: 0.038
F-test 35.13*** 25.59*** 22.24*** 33.92***

Fixed effects X X X X

R2

adj R2
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6.2 Inflation 

Hypothesis: increase in turnout → increase in inflation. 

Table 8. Results for model 1-5. Dependent variable: inflation 

*, ** and *** denote significance level on the 10, 5 and 0.1 percent level respectively. Robust standard errors in 

parenthesis. The X marks the model/models with fixed effects included in the regression. 

 

The hypothesis for this variable is that an increase in turnout would lead to higher inflation through 

make-work bias. This seems to hold when controlling for education but the statistical significance 

disappears when controls for GDP/capita is included. GDP/capita is significantly negatively 

associated with inflation in all models where this variable is included. This is hardly surprising 

since more successful economies probably are characterized by both higher GDP/capita and lower 

inflation. In conclusion, when GDP/capita is included in the regression turnout does not seem to 

affect inflation. 

 Do these conclusions change when the dependent variable is shifted forward one, two and 

three years? The fifth model, which includes controls for country specific effects, is most interesting 

to analyze because factors such as electoral system are controlled for. When analyzing the results 

where the effect of turnout is calculated on inflation one, two and three years later there is some 

interesting things to notice. GDP/capita is significantly negatively associated with inflation the 

same year, one year later and two years later. However, when using the inflation three years after 

the election GDP/capita is no longer statistically significant. At the same time however, average 

years of schooling seem to be strongly negatively associated with inflation. That is, the more 

educated the voters, the lower the rate of inflation. This result is significant on the 5 percent level.  

1 2 3 4 5
Dependent var. Inflation Inflation Inflation Inflation Inflation

Turnout 12.055*** (1.97) 9.89*** (2.68) 0.67 (2.76) 1.35 (2.89) 2.55 (8.58)
Education  -0.43 (0.34) 0.039 (0.31) 0.033 (0.31)  -1.85 (1.085)
GDP/capita  -0.00053*** (0.000098)  -0.00054*** (0.000098)  -0.00052** (0.00019)
Population 5.09e-09 (5.84e-09) 5.94e-08 (4.34e-08)

obs 191 133 133 133 133
0.12 0.13 0.35 0.35 within: 0.48
0.11 0.12 0.33 0.33 between: 0.021

F-test 37.45*** 14.11*** 17.09*** 13.77*** 29.08***
Fixed effects - - - - X

R2

adj R2
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 If we take a look at model 4 in the dataset where the dependent variable, inflation, is shifted 

forward three years turnout is statistically significant at the 10% level with a point estimate of 4.18. 

This means that when calculating the association between turnout and inflation three years later, 

controlling for GDP/capita, average years of schooling and population, an increase in turnout by 

one percentage is associated with a 0.0418 percentage higher rate of inflation, a fairly weak effect. 

When controlling for country specific effects, the coefficient is even weaker (2.14) and no longer 

statistically significant, with a p-value of 0.785. Thus, when controlling for country specific effects 

the point estimate and the p-value suggest that it does not seem likely that turnout affects inflation.  

6.3 Foreign aid 

Hypothesis: increase in turnout → decrease in foreign aid. 

Table 9. Results for models 1-5. Dependent variable: Foreign aid. 

*, ** and *** denote significance level on the 10, 5 and 0.1 percent level respectively. Robust standard errors in 

parenthesis. The X marks the model/models with fixed effects included in the regression. 

 

In the first four models turnout is statistically significant associated with foreign aid, with a positive 

sign. This is interesting because the hypothesis suggests that lower turnout should decrease the 

antiforeign bias and thus be associated with an increase in the level of foreign aid. The results in 

model 1-4 instead suggest that a decrease in turnout is associated with lower levels of foreign aid. 

However, the point estimate is fairly weak. In model 4 the point estimate is 0.88 and statistically 

significant on the 1% level. This is interpreted as an increase in turnout of one percentage point is 

associated with an increase in foreign aid of 0.0088 percentage points. Keep in mind that foreign aid 

is measured as percent of GNI. 

1 2 3 4 5
Dependent var. Foreign aid Foreign aid Foreign aid Foreign aid Foreign aid

Turnout 0.57*** (0.12) 0.82*** (0.16) 1.072** (0.17) 0.88*** (0.15) 0.25 (0.28)
Education 0.043** (0.018) 0.030* (0.017) 0.032** (0.016) 0.063** (0.027)
GDP/capita 0.000015*** (5.37e-06) 0.000017*** (5.13e-06)  -6.99e-06 (9.54e-06)
Population  -1.46e-09*** (2.21e-10)  -2.73e-09 (2.19e-09)

obs 189 133 133 133 133
0.077 0.13 0.18 0.27 within: 0.085
0.072 0.12 0.16 0.25 between: 0.15

F-test 24.49*** 13.91*** 13.47*** missing 5.27***
Fixed effects - - - - X

R2

adj R2
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 Another interesting observation is that in model 5, where controls for country specific 

effects are included, the only statistically significant variable is average years of schooling. The 

regression coefficient is positive which means that a more educated population is associated with 

higher levels of foreign aid. This fact supports Bryan Caplan in his proposition that the higher 

educated voters vote more rationally and irrational voters might have biased beliefs about the level 

of foreign aid. One possible explanation for the somewhat contradictory results is a causal chain 

that starts with an increase in the average years of schooling which leads to both an increase in the 

turnout (more educated people vote more) and higher levels of foreign aid. Caplan's proposition that 

higher turnout would lead to lower foreign aid could thus be true ceteris paribus but with the effect 

of rising levels of education on both turnout and foreign aid this effect is overshadowed. Another 

possibility, that the level of education has increased but overall turnout decreased while the levels of 

foreign aid also has decreased would contradict Caplan's theory in that it then would be rational to 

lower the level of foreign aid. In any case, the point estimate of 0.063 is extremely weak and thus 

the possible effect of turnout of foreign aid low. 

 We turn again to model 5 for comparisons between the different time lags. When the 

outcome variable, foreign aid, is measured the same year as the other variables education is the only 

significant variable and it is positively associated with foreign aid. When we shift that variable 

forward one year education is no longer significant but turnout is, with a positive sign. When shifted 

forward two and three years none of the variables are statistically significant in model 5.  

 With the outcome variable, foreign aid, shifted one year the turnout estimate is statistically 

significant on the 5% level and with two years it is almost statistically significant with a p-value of 

0.113. However, the point estimates are weak, 0.46 and 0.38 respectively. This means that an 

increase in turnout by one percentage is associated with an increase in foreign aid by 0.0046 and 

0.0038 percentage points. With an initial level of foreign aid of 0.45 (the mean value of foreign aid 

in the dataset), that is 0.45 % of GNI, an increase of 0.0038 percentage points gives a value of 

0.4538, an increase of 0.84%. Thus, in this case, an increase in turnout with one percentage point 

increases foreign aid by almost one percent. This is a fairly weak effect and combined with the 

relative uncertainty due to possible statistical problems it is not possible to claim that the hypothesis 

is true. 
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6.4 Summary 
The expected results were: 

Table 10. Expected results revisited. 

 Economic Freedom Inflation Foreign aid 

Turnout - + - 

 

Throughout the analysis I consider the model which includes controls for country specific effects, 

model five, the most credible. This is because there are many country specific variables that are not 

controlled for in the other models. One example of this is whether the country is a parliamentarian 

or a presidential democracy. Countries with a parliamentarian system exhibit higher levels of 

turnout and without controls for country specific effects this fact might distort the analysis67. 

 In terms of statistical significance the expected results seem to be right for economic 

freedom as long as country specific effects are not controlled for. For inflation the expected results 

holds as long as GDP/capita is not controlled for in all dataset except when shifting the outcome 

variable forward three years. However, when controlling for country specific effects this coefficient 

looses its statistical significance. Turnout is statistically significant regarding foreign aid when the 

outcome variable is shifted forward one, two and three years, when not controlling for country 

specific effects. When shifting the outcome variable forward one year turnout is statistically 

significant even when controlling for country specific effects. However, the point estimate is so 

weak that the effect hardly could be considered economically significant.  

 For economic freedom and inflation the hypotheses does not seem to be true, both when 

looking at statistical and economical significance. The results for foreign aid are more difficult to 

interpret. There seems to be at least a weak effect of turnout on foreign aid, however, the sign is the 

opposite of that predicted by the hypothesis. Thus, the hypotheses do not seem to get any empirical 

support.  

When looking at the different R2-values it seems as the models is better at explaining the 

variation in economic freedom than inflation and foreign aid.  

If the results delivered strong estimates that were both economically and statistically 
                                            
67 p. 285 Lijpart, Arend (1999) "Patterns of Democracy - Government Forms and Performances in Thirty-six 

Countries"  Yale University Press, New Haven and London 
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significant for all models it would be possible discern whether the three different hypotheses was 

supported or rejected. For example if the association had the right sign, were statistically significant 

and had strong estimate. However, the results are weak both in the sense of economical and 

statistical significance with weak p-values and weak point estimates. Combined with the statistical 

problems that might affect the certainty of the estimates, the results suggest no clear association 

between turnout and the outcome variables. 

 

7. Concluding remarks 

Turnout has decreased throughout the western democracies in the recent years. While some scholars 

have argued that this might be a problem, Bryan Caplan is of another opinion: lower turnout might 

affect the policy in a positive way. This paper has presented an empirical analysis testing three 

hypotheses derived from Bryan Caplan's The Myth of the Rational Voter.  

 Regarding the effect of turnout on economic freedom and inflation the results suggests that 

when controls for country specific effects are included turnout does not have an effect on these 

variables. Furthermore, the estimates are very weak. The results regarding the effect of turnout on 

foreign aid is more interesting in that they suggest that it might be a weak positive effect. However, 

this is the opposite of what is stipulated in the hypothesis, where this relationship was supposed to 

be negative. Even though this result does not support the hypothesis from Caplan's theory it might 

be an interesting association to explore in future research. 

 There are a number of problems with this analysis that needs to be kept in mind when 

discussing the results. Firstly, there might be problems with the data. Inflation, for example, might 

not be affected at all by turnout due to independent central banks. Secondly, there are possibly 

problems with the specification of the regression equation, for example omitted control variables 

that might affect both the outcome variables and the explanatory variable. If there is a factor that 

affects both turnout and one or more of the outcome variables the associations visible in this 

analysis might be spurious. Even though I do not find empirical evidence that supports Caplan’s 

theory on the basis of my derived hypotheses it is not possible to completely reject Caplan's theory 

from these results. There is the possibility that I in my derivation of the hypotheses have 

misinterpreted Caplan.  At most it is possible to say something about the hypotheses while keeping 

in mind the different weaknesses of the analysis. 
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 In conclusion, when keeping in mind the weak estimates and the uncertainty associated with 

the results, I do not find evidence in support of Bryan Caplan's theory.  
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9. Appendix 
 

The countries included in the dataset are: 

Australia 

Austria 

Belgium 

Canada 

Denmark 

Finland 

France 

Germany 

Ireland 

Italy 

Japan 

Luxembourg 

The Netherlands 

New Zealand 

Norway 

Sweden 

Switzerland 

The United Kingdom 

The United States 

 

The relationship between turnout and time 

Linear regression 
 Table 11 

Dependent var. turnout 
year  -0.0035*** (0.00083) 
F-test 17.56*** 

*, ** and *** denote significance level on the 10, 5 and 0.1 percent level respectively. Standard errors in parenthesis 
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Linear regression with controls for country specific effects 
   Table 12. 

Dependent var. turnout 
year  -0.0031*** (0.00026) 
F-test 101.87*** 

*, ** and *** denote significance level on the 10, 5 and 0.1 percent level respectively. Standard errors in parenthesis 
 

 

Results with the dependent variables shifted forward one year 
Economic Freedom  

Table 13. Results for model 1-5. Dependent variable: Economic freedom. Time shift: one year 

*, ** and *** denote significance level on the 10, 5 and 0.1 percent level respectively. Robust standard errors in 

parenthesis. The X marks the model/models with fixed effects included in the regression. 

 

 

 

 

 

 

 

 

 

 

 

 

1 2 3 4 5
dependent var. Ec. Freedom Ec. Freedom Ec. Freedom Ec. Freedom Ec. Freedom

Turnout  -3.36*** (0.35)  -2.44*** (0.41)  -1.44*** (0.36)  -1.54*** (0.36)  -0.89 (1.30)
Education 0.21*** (0.042) 0.16*** (0.043) 0.16*** (0.044) 0.15 (0.14)
GDP/capita 0.000058*** (0.000013) 0.000059*** (0.000014) 0.00012*** (0.000027)
Population  -7.96e-10 (5.17e-10)  -1.47e-08** (6.09e-09)

obs 161 133 133 133 133
0.31 0.46 0.56 0.56 Within: 0.67
0.31 0.46 0.55 0.55 Between: 0.014

F-test 93.31*** 105.84*** 90.88*** 69.17*** 25.59***
Fixed effects - - - - X

R2

adj R2
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Foreign aid 
Table 14. Results for model 1-5. Dependent variable: Foreign aid. Time shift: one year 

 
*, ** and *** denote significance level on the 10, 5 and 0.1 percent level respectively. Robust standard errors in 

parenthesis. The X marks the model/models with fixed effects included in the regression. 

 

Inflation  

Table 15. Results for model 1-5. Dependent variable: Inflation. Time shift: one year 

*, ** and *** denote significance level on the 10, 5 and 0.1 percent level respectively. Robust standard errors in 

parenthesis. The X marks the model/models with fixed effects included in the regression. 

 

 

 

 

 

1 2 3 4 5
Dependent var. Foreign aid Foreign aid Foreign aid Foreign aid Foreign aid

Turnout 0.57*** (0.12) 0.82*** (0.16) 1.11*** (0.18) 0.89*** (0.15) 0.46** (0.21)
Education 0.039** (0.018) 0.024 (0.017) 0.026 (0.016) 0.016 (0.032)
GDP/capita 0.000016*** (5.74e-06) 0.000019*** (5.46e-06) 1.27e-06 (8.74e-06)
Population  -1.62e-09*** (2.31e-10)  -3.24e-09 (1.95e-09)

obs 191 133 133 133 133
0.075 0.12 0.18 0.29 Within: 0.061
0.070 0.11 0.16 0.26 Between: 0.19

F-test 22.76*** 13.37*** 12.73*** Missing 5.08***
Fixed effects - - - - X

R2

adj R2

1 2 3 4 5
Dependent var. Inflation Inflation Inflation Inflation Inflation

Turnout 12.68*** ( 2.043) 10.54*** (2.71) 2.42 (2.58) 3.32 (2.76) 5.78 (10.34)
Education  -0.35 (0.36) 0.059 (0.35) 0.051 (0.35)  -1.70 (0.99)
GDP/capita  -0.00047*** (0.000094)  -0.00048*** (0.000093)  -0.00043** (0.00018)
Population 6.75e-09 (5.01e-09) 4.31e-08 (4.49e-08)

obs 191 133 133 133 133
0.12 0.13 0.31 0.31 Within: 0.41
0.12 0.12 0.29 0.29 Between: 0.074

F-test 38.55*** 13.80*** 15.69*** 12.20*** 19.70***
Fixed effects - - - - X

R2

adj R2
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Results with the dependent variables shifted forward two years 
Economic Freedom 

Table 16. Results for model 1-5. Dependent variable: Economic freedom. Time shift: two years 

*, ** and *** denote significance level on the 10, 5 and 0.1 percent level respectively. Robust standard errors in 

parenthesis. The X marks the model/models with fixed effects included in the regression. 

 

Foreign aid 
Table 17. Results for model 1-5. Dependent variable: Foreign aid. Time shift: two years 

*, ** and *** denote significance level on the 10, 5 and 0.1 percent level respectively. Robust standard errors in 

parenthesis. The X marks the model/models with fixed effects included in the regression. 

 

 

 

 

 

1 2 3 4 5
dependent var. Ec. freedom Ec. freedom Ec. freedom Ec. freedom Ec. freedom

Turnout  -3.38*** (0.36)  -2.25*** (0.39)  -1.35*** (0.36)  -1.46*** (0.36)  -1.057 (1.30)
Education 0.21*** (0.041) 0.16*** (0.043) 0.16*** (0.043) 0.15 (0.14)
GDP/capita 0.000052*** (0.000013) 0.000053*** (0.000014) 0.00011*** (0.000027)
Population  -8.51e-10 (5.40e-10)  -1.51e-08 (6.18e-09)

obs 160 133 133 133 133
0.29 0.45 0.53 0.54 within: 0.64
0.29 0.45 0.52 0.52 between: 0.013

F-test 87.22*** 103.32*** 80.23*** 59.61*** 22.24***
Fixed effects - - - - X

R2

adj R2

1 2 3 4 5
Dependent var. Foreign aid Foreign aid Foreign aid Foreign aid Foreign aid

Turnout 0.60*** (0.12) 0.87*** (0.15) 1.16*** (0.18) 0.96*** (0.15) 0.38 (0.23)
Education 0.037** (0.018) 0.022 (0.017) 0.024 (0.016) 0.11 (0.029)
GDP/capita 0.000017*** (5.43e-06) 0.000019*** (5.21e-06)  6.57e-07 (9.10e-06)
Population  -1.51e-09 *** (2.28e-10)  -3.35e-09 (2.13e-09)

obs 186 133 133 133 133
0.081 0.14 0.20 0.30 within: 0.069
0.076 0.13 0.18 0.28 between: 0.18

F-test 25.01*** 16.38***  14.93*** missing 5.28***
Fixed effects - - - - X

R2

adj R2
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Inflation 

Table 18. Results for model 1-5. Dependent variable: Inflation. Time shift: two years 

*, ** and *** denote significance level on the 10, 5 and 0.1 percent level respectively. Robust standard errors in 

parenthesis. The X marks the model/models with fixed effects included in the regression. 

 
 

Results with the dependent variables shifted forward three years 
Economic Freedom 

Table 19. Results for model 1-5. Dependent variable: Economic freedom. Time shift: three years 

*, ** and *** denote significance level on the 10, 5 and 0.1 percent level respectively. Robust standard errors in 

parenthesis. The X marks the model/models with fixed effects included in the regression. 

 
 

 

 

1 2 3 4 5
Dependent var. Inflation Inflation Inflation Inflation Inflation

Turnout 11.34*** (1.83) 9.93*** (2.41) 2.87 (2.28) 2.86 (2.34) 0.57 (9.074)
Education  -0.18 (0.29)  0.18 (0.29)  0.18 (0.30)  -1.68 (0.97)
GDP/capita  -0.00041*** (0.000078)  -0.00041*** (0.000078)  -0.00036*** (0.00016)
Population  -7.92e-11 (4.39e-09) 3.21e-08 (3.76e-08)

obs 186 133 133 133 133
0.13 0.13 0.31 0.31 within: 0.40
0.13 0.12 0.29 0.29 between: 0.0020

F-test 38.39*** 13.76*** 18.34*** 13.64*** 11.64***
Fixed effects - - - - X

R2

adj R2

1 2 3 4 5
dependent var. Ec. freedom Ec. freedom Ec. freedom Ec. freedom Ec. freedom

Turnout  -3.27*** (0.34)  -2.23*** (0.37)  -1.45*** (0.37)  -1.56*** (0.36)  -1.23 (1.23)
Education 0.20*** (0.041) 0.16 *** (0.043) 0.16*** (0.043) 0.15 (0.13)
GDP/capita 0.000045*** (0.000014) 0.000047*** (0.000014) 0.000099*** (.000026)
Population  -7.99e-10 (5.47e-10)  -1.24e-08** (5.74e-09)

obs 153 133 133 133 133
0.30 0.46 0.52 0.52 Within: 0.61
0.29 0.45 0.51 0.51 Between: 0.038

F-test 91.54*** 99.47*** 77.66*** 57.26*** 33.92***
Fixed effects - - - - X

R2

adj R2
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Foreign aid 
Table 20. Results for model 1-5. Dependent variable: Foreign aid. Time shift: three years 

 
*, ** and *** denote significance level on the 10, 5 and 0.1 percent level respectively. Robust standard errors in 

parenthesis. The X marks the model/models with fixed effects included in the regression. 

 

 

Inflation 
Table 21. Results for model 1-5. Dependent variable: Inflation. Time shift: three years 

*, ** and *** denote significance level on the 10, 5 and 0.1 percent level respectively. Robust standard errors in 

parenthesis. The X marks the model/models with fixed effects included in the regression. 

 

 

 

1 2 3 4 5
Dependent var. Foreign aid Foreign aid Foreign aid Foreign aid Foreign aid

Turnout 0.63*** (0.13) 0.84*** (0.16) 1.094*** (0.19) 0.89*** (0.16) 0.25 (.26)
Education 0.031* (0.018) 0.019 (0.018) 0.020 (0.017)  -0.016 (0.021)
GDP/capita 0.000014** (5.61e-06) 0.000017*** (5.45e-06)  -7.84e-07 (7.65e-06)
Population  -1.53e-09*** (2.21e-10)  -1.50e-09 (1.80e-09)

obs 179 133 133 133 133
0.081 0.13 0.17 0.26 Within: 0.085
0.075 0.11 0.15 0.24 Between: 0.14

F-test 22.71*** 13.93*** 11.87*** Missing 3.33**
Fixed effects - - - - X

R2

adj R2

1 2 3 4 5
Dependent var. Inflation Inflation Inflation Inflation Inflation

Turnout 10.90*** (1.91) 10.00*** (2.47) 3.94* (2.37) 4.18* (2.41) 2.14 (7.75)
Education  -0.12 (0.30) 0.19 (0.30) 0.19 (0.30)  -1.90** (0.86)
GDP/capita  -0.00035*** (0.000080)  -0.00035*** (0.00008)  -0.00023 (0.00019)
Population 1.81e-09 (4.88e-09) 1.74e-09 (3.82e-08)

obs 180 133 133 133 133
0.12 0.13 0.27 0.27 Within: 0.35
0.12 0.12 0.25 0.25 Between: 0.023

F-test 32.50*** 11.86*** 12.98*** 9.72*** 13.91***
Fixed effects - - - - X

R2

adj R2


