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Abstract

Why do environmentally and economically costly fossil fuel subsidies persist? One explanation
may be election timing, since rising gasoline prices can harm a leader’s reelection prospects.
Drawing on theories of retrospective economic voting, | argue that incumbents reduce the risk of
electoral backlash by controlling gasoline prices as an election nears, especially when they cannot
offset rising prices with more comprehensive social assistance policies. | evaluate this argument
using monthly gasoline price data from 1990-2015 for more than 90 democracies. | find that when
incumbents are uncertain about their electoral prospects, the impact of a pending election on
gasoline prices is negative in democracies with low state capacity, and the effect is economically
meaningful in terms of reduced per-liter cost. The findings contribute to our understanding of the
political determinants of fossil fuel subsidies, opportunistic business cycles, and the political and
distributional challenges of adopting effective climate policy.
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Introduction

Governments regularly intervene to control the retail price of gasoline. Though the
principal determinant of gasoline prices is movement in the global oil market —which no
government can dictate — policymakers can minimize the extent to which rising supply costs are
passed on to consumers. For instance, over recent decades dozens of countries have simply
declared administrative price freezes, which can last anywhere from a few months to a few years
at a time. Others use price stabilization funds to offset rising supply costs and keep pump prices
lower. Still others cut or eliminate fuel taxes, force domestic fuel suppliers to hold down
wholesale prices, limit or ban refined petroleum exports, or even force nationally-owned
producers and refineries to operate at a loss (Kojima 2013; Couharde and Mouhoud 2020; Coady
et al. 2017). Despite the diversity of methods, each constitutes a fossil fuel subsidy as they are
government measures that reduce the cost of consumption (Drake and Skovgaard 2024: 1).

Publicly financed fossil fuel subsidies, including for the transportation fuels emphasized
in this paper but also for coal and natural gas used for electricity generation, have predictable
economic, environmental, and human costs. Fossil fuel subsidies encourage overconsumption,
increase emissions of greenhouse gasses, and delay investments in clean energy (Drake and
Skovgaard 2024; Arzaghi and Squalli 2023; McCulloch, Moerenhout and Yang 2021; Harring et
al. 2023; Coady et al. 2019; Vieites et al. 2023; Sterner 2009). Economically, the most
conservative estimates suggest that fossil fuel subsidies cost upwards of $500 billion annually
(Skovgaard and Van Asselt 2019, 2). Subsidized transportation fuels also lead to a variety of

public health challenges, including higher rates of obesity (Colgan and Hinthorn 2021).! Even

! Transportation fuels include gasoline, diesel, and even liquified petroleum gasses such as
butane and propane, which are used in certain settings. More detailed discussion of my specific
measurement emphasis on gasoline prices can be found in the research design section.



when governments refrain from directly controlling prices, most continue to under-tax fossil fuel
(and especially gasoline) consumption relative to the total negative externalities generated
(Coady et al. 2019).

Given their wide-ranging costs, world leaders and intergovernmental agencies agree that
effective climate policy requires phasing out these subsidies. Taking such actions, however,
imposes steep economic costs on consumers and political costs on incumbents. It is unsurprising,
then, that successful subsidy reform is rare and remains a critical gap in mitigating global climate
change (Martinez-Alvarez et al. 2022; Nascimento et al., 2022; Rentschler and Bazilian 2017,
892). Alarmingly, the global scale of subsidies appears to be moving in the wrong direction;
recent data show that total fossil fuel subsidies doubled from 2020 to 2021 as the global
economy recovered from the COVID-19 pandemic (Organization for Economic Cooperation
2022), and likely crept higher still as energy prices spiked in 2022.

This paper focuses on the persistence of one particularly large and consequential class of
fossil fuel subsidies, namely the various support mechanisms described above which
governments can use to control retail gasoline prices. Gasoline subsidies account for a large
share of transportation fuel subsidies, which in total account for nearly one-quarter of all energy
related emissions globally (Mahdavi, Martinez-Alvarez, and Ross 2022). | rely on theories of
economic retrospective voting (e.g. Healy and Malhotra 2013; Lewis-Back and Stegmaier 2000)
to argue that democratic policymakers are especially willing to control gasoline prices when an
election nears. Gasoline prices are easily observable and salient indicators of voter’s personal
economic fortunes and a government’s broader economic competence. Both mechanisms suggest

that rising prices can trigger electoral backlashes that threaten re-election prospects. Thus,



governments concerned about their electoral fortunes should be more willing to control gasoline
prices as an election draws near.

However, this process will not unfold identically across all democracies. Instead, the
effect will be concentrated in settings where voters do not believe the regime has sufficient
capacity to offset the increased prices with more targeted or comprehensive social assistance
policies. By contrast, voters that believe government can credibly provide alternative
compensation programs are less likely to punish leaders electorally when retail gasoline prices
rise. If the risk of electoral punishment is lower, the need for governments to control prices at
election time also diminishes. As such, my theory can be viewed as a version of the “attentive
electorate” thesis, which argues that though voters punish incumbents for economic misfortune
(including from natural disasters which no government can control), they are also attentive to the
actions of leaders to provide relief (e.g. Gasper and Reeves 2011; Bechtel and Hainmueller 2011;
Heersink et al. 2022; Cole, Healey, and Werker 2012). The main theoretical modification is that
rather than emphasize voter’s evaluations of direct action to compensate for economic hardship, I
emphasize voter’s beliefs about the potential for compensating social assistance policies, as
approximated by levels of state capacity.

| test this argument using monthly gasoline price data from the years 1990 — 2015 for
more than 90 democratic regimes. I identify 376 elections where incumbents were not confident
of victory before voting began; that is, where the prospects of an electoral backlash are largest.
The monthly nature of the data allows me to construct a finely-grained measure of election
proximity, which | then show has a negative and statistically significant impact on gasoline
prices in democracies with low levels of state capacity. The impact of election proximity is

economically meaningful in terms of the reduction in per-liter prices, and the results are robust to



a wide variety of measurement and modeling strategies. Given the generally rising oil and
gasoline prices throughout much of the time period observed, evidence that prices decrease as an
election nears provides strong support for the argument.

My findings contribute to three separate research agendas. First, the findings clarify how
political institutions shape the size of fossil fuel subsidies and their persistence. Most prior work
treats subsidies as tools of political survival. Blankenship and Urpelainen (2019: 424), for
instance, note that governments use fuel subsidies “...to distribute resources to powerful interests
in exchange for political support.” Consequently, many studies tend to emphasize domestic
political institutions, especially regime type.? For instance, a number of studies argue that fuel
prices will be lower in autocracies, since subsidies are highly visible to citizens, help reduce
potentially destabilizing unrest, and are comparatively easily to implement, “even by inept
autocratic leaders” (Strand 2013: 5; see also Victor 2009). By contrast, consumer prices are
higher — and thus fuel subsidies lower — in democratic regimes. This logic rests on a number of
familiar political economy arguments, including the larger winning coalitions in democracies
which push leaders to favor broader and more comprehensive portfolios of public goods
(McAlexander, Yang, and Urpelainen 2023: 4; van Beers and Strand 2013: 5-6; Bueno de
Mesquita et al. 2005).

Though theoretically intuitive, the cross-national empirical evidence for this claim is
mixed. Several papers, including Kim and Urpelainen (2016) and Overland (2010), report
evidence that autocratic regimes have lower gasoline prices. Two recent articles (McAlexander,

Yang, and Urpelainen 2023; Hankla, Rioja, and Valev 2023) examine how changes in global oil

2 Zhang’s (2023) emphasis on transnational policy diffusion in fuel tax policy is a notable
exception to this emphasis on domestic factors.



prices “pass through” to retail gasoline prices and find that democratic regimes are more
responsive to these benchmark price changes — evidence that is consistent with the general
argument that authoritarian regimes are more likely to subsidize prices. Yet others, most notably
Mahdavi, Martinez-Alvarez, and Ross (2022), find no significant difference in the size of fuel
subsidies between autocratic and democratic regimes.

My findings contribute to this literature by shifting the focus to price differences within
regime types, which are larger (and arguably more theoretically interesting) than differences
between autocratic and democratic average values. A cursory examination of the data is
illustrative; while authoritarian regimes have lower average gasoline prices than democracies
(%0.85 versus $1.23 USD per liter, respectively), the standard deviation is virtually identical in
both groups, as are the minimum and maximum prices. Moreover, the range of values within
regime types is quite large; in democracies, there is a roughly four-fold gap between the lowest
ten percent and highest ten percent of prices.®

I build on a few recent studies that also examine variations within broad categories of
political regimes, most notably McAlexander, Yang, and Urpelainen (2023). These authors show
that democracies with low levels of institutional capacity are more likely to control gasoline
prices, presumably because they are unable to adopt more efficient policy alternatives to cheaper
fuel. Others studies emphasize different moderating factors or focus on variation within
authoritarian regimes, and thus are less relevant to the study below. Martinez-Alvarez, Hazlett,
Mahdavi and Ross (2023) emphasize leader transitions, although they find little evidence that
new leaders or leaders with certain characteristics are more likely to reduce fossil fuel subsidies.

Mahdavi, Martinez-Alvarez, and Ross (2022) test for an election timing effect on fuel prices and

3 See the sections below for a description of the data sources.



report null results, although they assume that any election timing effect would be universal
across regime types and not conditioned by a moderating variable — two key differences from the
argument | develop below. Finally, Hankla, Rioja, and Valev (2023) focus on variation within
autocracies and argue that regimes with a weaker hold on political power have a greater
incentive to control consumer prices.

Second, the findings contribute to an emerging literature in political science that studies
when and where national climate policies can succeed. On the one hand, domestic politics in
many democracies seem primed for aggressive climate action, including the adoption of national
climate policies which phase out fossil fuel production and consumption to work toward net-zero
targets. Pro-environmental Green parties have proliferated and mainstream parties have
committed to addressing climate change (Furceri, Ganslmeier and Ostry 2023). Public concern
for the climate emergency even persisted through the COVID-19 health and economic crises
(Bergquist et al. 2023). However, climate policy adoption has been relatively slow; more than
half of G-20 countries are behind in meeting their emissions reduction targets established in
recent climate accords and important policy gaps remain (Nascimento et al, 2022).

A growing literature explains this by identifying the intersecting economic and political
costs of effective climate policy. Such policies can, at least in the short term, lead to higher
energy prices, job losses, and other spatially concentrated and highly visible negative
externalities (e.g. Aklin and Mildenberger 2020; Stokes 2016; Zhang 2023). Democratic leaders
thus face an intertemporal dilemma (Jacobs 2016), as effective climate policy is critical for long-
run wellbeing but creates immediate distributional and electoral challenges for risk-averse
elected leaders (Colgan, Green, and Hale 2021; Finnegan 2023). This tradeoff can explain a

number empirical puzzles beyond the slow rate of policy adoption, including the incomplete



implementation of climate policy. For instance, an early contribution to this literature is Battig
and Bernauer (2009), who show that democratic regimes struggle to move from political
commitments to actual reductions in emissions, since the latter requires real economic
consequences that might imperil the political survival of elected leaders.

My work builds on several papers which argue that leaders are especially hesitant to incur
these costs at election time. For instance, Fankhauser, Gennaioli, and Collins (2015) find that
democracies are less likely to adopt climate legislation immediately before an election and
suggest that the mechanism is incumbent’s fear of electoral backlash. Furceri, Ganslmeier, and
Ostry (2023) find that passing climate change legislation has a larger negative effect on
government’s popularity and vote share when elections are near. Schulze (2021, 50) shows that
democracies facing upcoming elections focus on “soft climate policies” — positive financial
incentives for carbon-saving behavior, including subsidies for renewable energy sources — since
“hard climate policies” like fossil fuel bans or tax increases would lead to economic costs that
harm their electoral prospects.*

Finally, my emphasis on election timing means that this paper also contributes to the
broad literature on opportunistic business cycles (Nordhaus 1975; Tufte 1978; Keech 1980).
Empirical studies in this tradition typically emphasize how election timing influences
macroeconomic outcomes. Where scholars have focused specifically on government subsidies,
they tend to rely on disaggregated government spending categories (Drazen and Eslava 2010).
However, aggregate categories of government spending on public services are likely to contain

measurement error, including from the underlying reporting of data. Moreover, emphasizing

4 Though not emphasizing election timing, Finnegan (2023) is closely related, as he argues that
leaders subject to high levels of political competition are especially fearful of letting energy
prices rise.



government spending data assumes that citizens actually receive these intended benefits
(Mazaheri 2017: 187), while measures like economic growth or inflation make an even larger
assumption that voters view the economy in shared, objective terms sufficient to give credit or
assign blame (Anderson 2007: 279).

By contrast, gasoline prices are observable, comparable across countries, directly impact
voters’ daily lives, and shape sociotropic evaluations of economic performance (Cheon,
Urpelainen, and Lackner 2013). Subsidies that reduce retail prices are, relatively speaking, easier
to implement for governments seeking to improve economic conditions before an election
(Strand 2013). In sum, my focus on gasoline prices helps capture the kind of fiscal expansion —
and subsequent improvement to citizen’s economic well-being — that is at the heart of most

business cycle theories.

Election Timing, State Capacity, and Gasoline Prices

My argument relies on the theory of retrospective economic voting, where voters use
their personal pocketbook assessments and broader attitudes about the performance of the
economy at large to evaluate incumbents (Fiorina 1981; Healy and Malhotra 2013). The
canonical version emphasizes a punishment-reward mechanism; voters reward incumbents with
reelection when the economy is performing well but punish incumbents by reducing their
electoral support during economic hardship. Electoral punishment is not simply a desire to be
vindictive when economic times are tough. To the contrary, voters use past performance to make
a prospective decision about the economic competence of an incumbent versus an untested
challenger. Of course, incumbents cannot control economic circumstances that precede an

election, nor are they responsible for random events that reduce economic performance including



natural disasters and bad weather. Nevertheless, voters frequently punish incumbents in what
Achen and Bartels (2016) call blind retrospection (see also Cole, Healy, and Werker 2012;
Gasper and Reeves 2011).

This retrospective logic is particularly relevant to rising gasoline prices, which are easily
visible. Voters can assess trends in retail fuel prices without any sophisticated political
knowledge (Ansolobehere, Meredith, and Snowberg 2014). Gasoline consumption is also
inelastic to price changes, so even comparatively small increases can have large impacts on
household budgets (Kim and Yang 2022: 314). A number of studies have linked rising gasoline
prices to lower incumbent approval ratings and vote shares (Harbridge, Krosnick, and
Wooldridge 2016; Kim and Yang 2022; Ansolabehere, Meredith, and Snowberg 2014). Finnegan
(2023: 1258) summarizes the argument bluntly: “vote-seeking politicians are reticent about
drawing the ire of voters who prefer low energy prices.”

When domestic prices are already controlled — through price freezes, low taxes, or any
other support mechanism — this same retrospective logic suggests that politicians will be hesitant
to withdraw these supports as an election nears. Gasoline consumption subsidies hold retail
prices at rates well below international benchmarks, so even modest reform efforts can raise
pump prices dramatically. Doubling or even tripling of prices is possible, along with subsequent
ripples across prices of other goods and services (Perry 2020; Coady et al. 2017). Moreover,
these effects are near instantaneous, with prices rising overnight in many instances.

This risk is compounded by the unique political dynamics that tend to accompany
suddenly rising gas prices. Large fuel price increases have sparked dozens of riots and other
forms of political unrest over recent decades, including in rich countries and poor countries,

democracies and non-democracies, and energy exporters and importers (McCulloch et al. 2023;



Valdamannati and de Soysa 2020). The risk of protest is especially high when citizens blame
rising prices on government inaction (von Uexkull, Rod, and Svensson 2024). Rising gasoline
prices can also serve as a focal point to unify otherwise fractious political opposition. Transport
union members, whose profits are threatened by rising prices, can paralyze daily life in urban
centers by striking (Houeland 2021). Each of these presents additional headwinds for incumbents
seeking re-election.

However, the extent to which these negative economic trends translate into punishment
for incumbents — and thus shape their incentive to control prices as an election nears — is not
identical across all regimes. Here my theory draws on an extension to the economic retrospective
voting model, typically described as the “attentive electorate” hypothesis. In this version,
economic hardship does not reflexively translate into punishment at the polls. Instead, voters
“assign praise or blame based on the authority and actions of the politician” (Gasper and Reeves
2011, 342).

Much of the evidence on attentive electorates comes from studies of government
responses to natural disasters. Healy and Malhotra (2010), for instance, show that incumbent
party presidential vote share can actually increase in the wake of tornado damage, so long as
leaders make disaster declarations that release federal funds for rebuilding. Gasper and Reeves
(2011) similarly show that voters who experience damaging severe weather condition their
political response on whether governments intervened to mitigate the damage. Cole, Healy, and
Werker (2012) provide evidence of similar processes in India, where vigorous response by the
ruling party to bad weather that damaged crop yields reduced electoral punishment. Bechtel and
Hainmueller (2011) provide further comparative evidence by showing that an effective response

to devastating flooding by the ruling party in Germany lead to electoral gains that lasted multiple
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election cycles.> A particularly relevant study is Stokes (2016), who studies the electoral
response to wind energy projects that offered diffuse benefits as part of an energy transition
strategy but spatially-concentrated costs via reduced housing values, noise, and aesthetic
concerns. Stokes shows that voters only punish the governing party responsible for the policy’s
implementation.

I modify this attentive electorate model in one important way. Rather than emphasize
voters’ evaluations of direct action to compensate for economic hardship, | emphasize the
potential for compensating social assistance in the face of rising gasoline prices. One way to
think about this potential is through the lens of credibility; survival-minded governments will
signal their intention to assist citizens with the economic costs of rising gasoline prices.
However, voters know that the various approaches to reducing fuel prices are administratively
easy, requiring only a small fraction of the resources and capabilities required to offset rising
costs with other redistributive programs or further investments in the quantity and quality of
public goods like health care, education, housing stock, or transportation (Strand 2013). The key
decision for voters is therefore whether they believe that such government promises of additional
social assistance programs are credible.

Voters who assess such promises as credible are like the voters who avoid blind
retrospective punishment, though the mechanism is an assessment of the potential for
compensatory action rather than the direct observation of disaster declarations or the like. Such
voters are less likely to engage in the punishment process implied by economic retrospective

voting. From an incumbent’s perspective, the reduced risk of an electoral backlash means that

> The ability to undertake these more sophisticated decisions can also be moderated by political
institutions, such as variations in the clarity of responsibility for policymaking (Powell and
Whitten 1993), and whether voters and incumbents are co-partisans (Heersink et al. 2022).
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the incentives to engage in the costly process of controlling gasoline prices are diminished. By
contrast, voters who view such promises as lacking credibility are more likely to engage in this
retrospective punishment. The absence of credible alternatives means that voters place a
particularly high value on maintaining one specific policy that they believe their government can
accomplish, namely keeping gasoline prices low. It is in these settings that governments should
take particular care to control gasoline prices as an election nears. This constitutes the core
testable hypothesis in this paper, namely that the effect of a pending election on governments’
control of gasoline prices will be largest when incumbents cannot credibly commit to alternative
compensatory programs.

Two separate literatures support this argument. The first is comprised of survey analysis
that directly assesses citizens’ attitudes toward fossil fuel subsidy removal. For instance, Kyle
(2018) studies gasoline subsidies in Indonesia and shows that local corruption, as a signal of
administrator’s competence and impartiality, decreases public support for reform. This pattern is
evident even amongst rural villagers who benefit the least from administratively set prices and
would benefit the most from their replacement with more comprehensive and targeted social
protection. Similarly, Hoy et al. (2023) examine survey data from 12 middle income countries
and find that support for proposed fuel subsidy reform plummets amongst citizens who doubt the
government’s ability to implement alternative compensation programs. Broadly similar findings
are also reported in McCulloch, Moerenhout, and Yang’s (2021) study in Nigeria, Harring et
al.’s (2023) cross-national survey, and Alkon and Urpelainen’s (2018) focus on electricity
subsidies in rural India. Each of these studies suggests that voters evaluate subsidy policy with

specific reference to what governments can (and often cannot) provide in their place.
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Second, the argument is consistent with several prominent political economy arguments
that emphasize the connection between credibility and the persistence of inefficient policies.
Acemoglu and Robinson (2001), for example, show formally that inefficient redistributive
schemes such as farm subsidies persist because the current political system cannot credibly
commit to future policy alternatives. Similarly, Keefer (2007) argues that political elites’
inability to make credible commitments to voters leads to an excessive reliance on clientelist
policies, including high levels of corruption, weak rule of law, and greater public spending.

How do voters assess the regimes’ ability to provide compensating policies? | argue that
the level of state capacity acts as a strong signal of the credibility of government commitments.
In terms of the conditional hypothesis examined below, the level of state capacity should
moderate the effect of election timing on government control of gasoline prices. Rising prices are
more likely to trigger an electoral backlash when state capacity is low, so it is in these settings
that incumbents should be particularly likely to control prices when an election nears.

In the simplest terms, state capacity represents the ability to “get things done” (Lindvall
and Teorell 2016, 8). More specifically, state capacity refers to the power to achieve objectives
(Lindvall and Teorell 2016, 7) or the material resources and organization necessary for states to
implement policies and achieve goals (Cingolani 2013). These are mid-range views of the
concept, between narrow versions emphasizing territoriality and the monopoly of violence and
highly specific conceptualizations that examine individual policy areas or sectors and thus risk
conflating the capacity to act with the decision to do so (Hanson and Sigman 2021, 1497). Yet
even this view of state capacity contains multiple dimensions. States possess extractive
capacities that facilitate the collection of revenue from their societies. Coercive capacities ensure

that internal populations are protected, order is maintained, and laws are complied with.
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Administrative capacities capture the organizational sophistication necessary to develop and
implement policies and regulate other activities. As Hanson and Sigman note, these dimensions
are “mutually constitutive and interrelated” and that “...significant strength in any one dimension
likely requires at least some strength in the others” (2021: 1499,1508).

High levels of state capacity thus allow leaders to “do more with less” (Gilbreath and
Turmanidze 2017: 219). This includes providing more benefits to supporters in the first place (as
in Bueno de Mesquita et al. 2005), but should also allow leaders to boost goods to supporters to
offset unanticipated economic shocks. By contrast, low levels of state capacity hamper leaders’
ability to extract resources and deliver public goods to their supporters. This too is rooted
existing political economy work. For instance, Bustikova and Corduneanu-Huci (2017)
demonstrate that weak state capacity prevents political elites from credibly committing to the
creation of public goods. As a result, low levels of state capacity are associated with greater
reliance on clientelism, including higher rates of bribery and lower levels of government
effectiveness.

Finally, it is important to note that this conditional expectation does not imply that voters
and leaders in high-capacity democracies are ambivalent to higher gasoline prices. Rather, it
implies that such voters view government promises to replace inefficient subsidies with
comprehensive social assistance programs as more credible, and that such leaders have
additional extractive and administrative capacities at their disposal to cushion the economic
shock of rising fuel prices without alienating their supporters. Given this argument, higher prices
are less likely to provoke the same kind of electoral backlash. When the likelihood of an

electoral backlash is reduced, government’s pressure to keep prices low as an election
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approaches is reduced. | leave a detailed analysis of the direct impact of state capacity on fuel
prices for future work.

To the best of my knowledge, no prior study examines the interplay of election timing,
state capacity, and fuel prices (or subsidies) across a large sample of countries. Mahdavi,
Martinez-Alvarez, and Ross (2022) test a simple version of an election timing effect on a
measure of the per-liter gasoline tax, using dummy variables to measure the four quarters before
(and after) an election, but report null findings. However, their analysis differs considerably,
most notably by assuming that any election timing effect would be universal across regime types
and not conditioned by a moderating variable. As such, this analysis is a novel contribution to the

literature.

Empirical Approach and Results

To test this argument, | assemble a dataset consisting of all electoral and liberal
democratic regimes, as defined by Luhrmann, Lindberg, and Tannenberg (2017), observed
monthly. The time span of the dataset is determined by the availability of data measuring the
dependent variable, namely the price of a liter of regular-graded gasoline, converted to constant
US dollars. Fuel price data is from Martinez-Alvarez, Hazlett, Mahdavi, and Ross (2023), and
includes monthly prices from 1990 through 2015, though gaps in coverage exist. In some
analyses described below and in the Online Appendix, | included additional monthly data that
extends the time frame through the end of 2018, thus including the post-2015 slump in the global

price for oil and its refined products.® Prices are reported for gasoline only, not other fuels used

® Additional data obtained from globalpetrolprices.com. I follow the authors’ approach to convert
from prices in local currencies.
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for transportation, such as ethanol or diesel fuel. However, gasoline is the most commonly used
transportation fuel across countries, and pricing dynamics of other grades and fuels tend to be
similar (Hankla, Rioja, and Valeev 2023: 81). Measuring fuel prices directly accords with the
theoretical argument above, but also captures the end results of a wide-ranging set of
interventions that governments can pursue to control retail prices. Nevertheless, | show in the
Online Appendix that the results are identical if these retail prices are replaced with a measure of
the price gap between retail prices and the international benchmark price for a liter of gasoline
(Ross, Hazlett, and Mahdavi 2017).’

The sample is further constructed by revisiting the theoretical argument about when
governments control fuel prices. The essential component is that an election must present
sufficient possibility of an electoral backlash. This means, at a bare minimum, that the incumbent
leader or ruling party is uncertain about their ability to prevail before the vote is held. Though all
democratic regimes, as measured using the data described above, have free, fair, and multiparty
elections for the executive and legislature, they do not all present equal levels of uncertainty over
the outcome. In fact, according to expert-coded data from Hyde and Marinov (2012), specifically
their variable NELDA12, incumbents were confident of victory before the balloting occurred in
more than 40% of all elections held in democracies between 1990 and 2004 (though this share
drops sharply in the remaining ten years in the sample). There is little reason to believe that

incumbents who are confident of victory would devote the resources necessary to control

" The global petroleum market is tightly integrated, thanks to the proliferation of oil producers,
the fungibility of oil (where different grades can be blended to compensate for quality
differences), and high trading volumes in interconnected markets. Domestic retail prices should,
in the absence of government intervention, converge to a global benchmark, with only small
exceptions for local transportation costs and differences in fuel quality (Kojima 2013: 5). My
regression approach includes country fixed effects, so no matter if the retail price or the price gap
to international benchmarks is used, the focus is on within-country variation.
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gasoline prices. By contrast, leaders who are uncertain about their electoral prospects are, by
definition, more focused on minimizing an electoral backlash brought on by high fuel prices. It is
only in these elections where we expect governments to be most willing to control gasoline
prices, especially when they cannot credibly commit to alternative compensatory programs. Put
directly, the sample includes only those elections where incumbents were not confident of their
victory ahead of election day. In conjunction with the other variables employed in the regression,
this results in 376 executive or legislative elections.®

After identifying these elections, I construct a continuous measure of election proximity.
| start by using Hyde and Marinov’s (2012) data to identify the month that an election occurred. |
then identify each month’s position in an election cycle (i.e., the first month after an election, the
second month after an election, etc.) and the total length of the election cycle, defined as the
number of months between elections. Dividing the former by the latter creates a measure of
election proximity; the value is 0 in an election month, 1.0 in the last month of the election cycle,
and 0.5 at the midpoint. Thus, higher values indicate that an election is closer. Han (2022) and
Michelitch and Utych (2018) use similar approaches with annual data. The baseline sample
contains data for 91 democracies and more than 13,000 monthly observations across these 376
distinct elections and their corresponding election proximity values. Further details on the sample
and descriptive statistics are reported in the Online Appendix.

I use Hanson and Sigman’s (2021) latent variable approach to measure the second key

independent variable, state capacity. Hanson and Sigman (2021) conceptualize state capacity as

8 In the results presented below, | examine executive and legislative elections separately and find
the expected effect in each sub-sample. I also examine the results when including all elections —
that is, including those where incumbents were confident of victory ahead of time — in the
sample and find, rather predictably, null results.
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comprising extractive capacities that facilitate the collection of revenue, coercive capacities that
maintain order, and administrative capacities sufficient to regulate activities and implement
policies. Empirically, they collect data on more than 20 distinct indicators of these dimensions,
including the frequency of census administration, measures of military expenditure, total tax
revenues collected, and expert assessments of bureaucratic quality, to name only a few. Hanson
and Sigman (2021) use Bayesian latent variable analysis to extract a single estimate from these
inputs. This estimate serves as the main measure of state capacity; in the context of the argument
above, higher values indicate a greater ability for states to credibly commit to and implement
more targeted, comprehensive, and administratively complex social programs. This measure of
state capacity is available annually through 2015. In the Online Appendix, | demonstrate that the
results are robust to two alternative measures of the concept from the Varieties of Democracy
project (Coppedge et. al, 2023), specifically an expert-coded measure of a state’s fiscal capacity
and a measure of the impartiality of the bureaucracy.®

My main empirical approach relies on two-way fixed effects regressions. Before
proceeding, however, | use the data outlined above to address a few implications of the argument
in descriptive fashion. First, I examine the relationship between the main measure of state
capacity and gasoline prices. A key part of my argument is the positive correlation between these
variables. Regimes with higher levels of state capacity are better able to provide a wide array of
social assistance policies. Consequently, the political need to control gasoline prices should be

lower, and thus retail prices should be higher. Figure 1 reports a simple examination of this

% Each of these alternative measures of state capacity is included in Hanson and Sigman’s (2021)
latent variable approach. However, each variable is also available for a longer time period,;
therefore using these alternative measures independently also examples estimation sample to
include three additional years of fuel price data (2016-2018). Results are reported in the Online
Appendix, and are substantively identical to those reported in the main manuscript.
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connection, namely a scatterplot of state capacity and price per liter (aggregated up to annual
country averages) for the main estimation sample. Two linear fit lines are included. The solid
line reflects the relationship between the variables measured annually, while the dashed line
corresponds to simple country averages of each variable over the entire time period. As expected,

higher levels of state capacity are associated with higher gasoline prices.

Figure 1: State Capacity and
(Annual Average) Fuel Prices

Price Per Liter

State Capacity
(Hanson & Sigman 2021)

A second descriptive exercise tackles the core expectation in the argument directly,
namely that low-capacity governments worried about an electoral backlash are more likely to
control fuel prices as an election draws near. Specifically, Figure 2 uses the main regression

estimation sample to identify “low” and “high” capacity countries, defined as the bottom and top
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ten-percent of observations in terms of state capacity. Then, for each group, | calculate the
average price per liter and plot these averages as the measure of election proximity increases.
This is a blunt test — the figure averages prices across a wide array of countries included in each
group and does not account for any potential confounding variables that might influence fuel
prices or other country-specific factors. Yet the results are consistent with the expectations in the
paper; for low-capacity democracies, average prices tend to decline as an election nears. For

high-capacity democracies, by contrast, average prices are quite stable across election cycles.

Figure 2: Election Timing,
State Capacity, and Fuel Prices
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| test the hypothesis more precisely by estimating two-way fixed effect regressions with
the measures of election proximity, state capacity, and their multiplicative interaction term as
covariates. Standard errors are clustered on countries. The first model is the naive regression that
includes only these three covariates. | then estimate two additional regressions that include
measures of potential confounders. The first includes a measure of GDP per capita, since
subsidies may be larger in poorer settings, and oil income per capita, since hydrocarbon
endowments can facilitate subsidies. These measures are obtained from the World Development
Indicators and Ross and Mahdavi (2015), respectively.*® A second model adds a measure of
electoral democracy, from Teorell et al. (2019), which accounts for the variations in political
rights within this broadly inclusive sample of democracies. Country and time fixed effects
account for unobserved heterogeneity between units and common time period shocks that may

impact fuel prices, such as changes in the global oil market.

10 The Online Appendix demonstrates that the results are consistent when substituting the
measure of oil income with a measure of proven oil reserves. This substitution also enlarges the
time sample by three additional years.
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Table 1: Two-Way Fixed Effects Regressions

(1) Ex3 (2) *kk (3) *kk
Election Proximity -0.049 -0.061 -0.060
(0.022) (0.022) (0.022)
State Capacity 0.125 0.172 0.138
(0.098) (0.115) (0.109)
Election Proximity x State Capacity 0.026" 0.035™ 0.034™
(0.014) (0.015) (0.015)
(log) GDP per capita -0.197 -0.209
(0.202) (0.193)
(log) Qil income per capita -0.024 -0.007
(0.027) (0.024)
Electoral Democracy 2.176™
(0.624)
Countries/Observations 91/13,319 88/12,462 88/12,462

NOTE: Dependent variable is measure of gasoline price per liter. Standard errors clustered on countries in
parentheses. Sample is democratic regimes, observed monthly from 1990-2015. Country and year-month fixed
effects and constant also included. State Capacity is Hanson & Sigman’s (2021) latent variable measure.
"p<0.10, " p<0.05 " p<0.01

The results are reported in Table 1. Across each model reported, the interaction term is
positive and statistically significant, while the measure of election proximity has a negative and
statistically significant coefficient. This suggests that pending elections have negative impacts on
gasoline prices in low-capacity settings. The gradual inclusion of additional control variables
does not alter these conclusions. To further explore the results, Figure 3 plots the marginal effect
of election proximity on the per liter price of gasoline, across the range of observed values state
capacity. Figure 3 uses the estimates from Table 1 (model 3). The histogram reports observed

values of the moderating variable.
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Figure 3: Marginal Effect of Election Proximity
on Price Per Liter
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State Capacity (Hanson & Sigman 2021)

Figure 3 demonstrates that in low-capacity democracies, the marginal effect of election
proximity is negative. Substantively, this implies that gasoline prices decrease as an election
draws near. The effect is statistically significant for values of the moderating variable that
encompass roughly half of the estimation sample. Though the analysis focuses only on the
observed price shifts, and not the choice of specific policy levers such as increasing subsidies,
reducing taxes, or otherwise intervening in markets, these results must nevertheless be set against
a time period where for the vast majority of observed months, gasoline prices were trending
upward. Evidence that prices decrease when elections near is consistent with the theoretical
argument advanced above on the strategic need to control prices to avoid electoral backlash. The
results are also economically meaningful — at low levels of the moderating variable, the expected

per-liter price reduction is between 5 and 15 cents per liter. On the high end, this represents more
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than ten percent of the average per-liter price across the entire sample. Put differently, amongst
low-capacity democracies, a pending election is associated with up to a ten-percent decline in

consumer gasoline prices.
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Table 2: Two-Way Fixed Effects Regressions, Robustness Analyses

(1) () ©) (4) ®) (6)
Executive  Legislative
Elections Elections

Election Proximity -0.059™  -0.060""  -0.058"  -0.060"" -0.052" -0.060™"

(0.022) (0.022) (0.023) (0.022) (0.031) (0.022)
State Capacity 0.152 0.143 0.147 0.138 0.085 0.270™

(0.107) (0.112) (0.110) (0.110) (0.129) (0.131)
Election Proximity x State Capacity =~ 0.033™ 0.034™ 0.033™ 0.034™ 0.044" 0.029™

(0.015) (0.015) (0.016) (0.015) (0.025) (0.014)
(log) GDP per capita -0.206 -0.248 -0.223 -0.209 0.407 -0.409

(0.192) (0.196) (0.199) (0.192) (0.262) (0.265)
(log) Qil income per capita -0.012 -0.009 -0.004 -0.007 -0.068" 0.030

(0.023) (0.027) (0.022) (0.024) (0.039) (0.025)
Electoral Democracy 21897 21177 221577 2.144™ 2.262" 2.260™

(0.622) (0.637) (0.632) (0.792) (0.653) (0.926)
Presidential -0.184™

(0.082)
Proportional Representation 0.051

(0.086)
Executive ldeology -0.041™
(0.015)
Regime corruption -0.036
(0.293)

Observations 88/12,462 87/12,283 86/11,917 88/12,462  55/4,544 65/7,917

NOTE: Dependent variable is measure of gasoline price per liter. Standard errors clustered on countries in parentheses. Sample is democratic
regimes, observed monthly from 1990-2015. Country and year-month fixed effects and constant also included. State Capacity is Hanson &

Sigman’s (2021) latent variable measure. " p < 0.10, ™ p < 0.05, ™ p < 0.01
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These results are robust to a wide array of modifications to measurement and modeling
choices. Table 2 presents these results as regression coefficients only, as space constraints
preclude the inclusion of the relevant marginal effects plot for each robustness check. Models 1
through 4 examine the robustness of the findings to the inclusion of additional control variables
capturing plausible confounding variables. These include measures identifying presidential
systems, regimes that use proportional representation electoral rules for legislatures, the
ideological orientation of executives, and the level of corruption.!! These additional variables
generate a few interesting findings. Presidential regimes tend to have lower prices per liter,
perhaps because directly elected executives are particularly vulnerable to economic
dissatisfaction amongst voters (Gasper and Reeves 2011). Executives from leftist political parties
are also associated with lower fuel prices. Models 5 and 6 return to the main specification from
Table 1, but focus only on executive and legislative elections, respectively. Across each of these
specifications, the core empirical result — the positive and statistically significant interaction term
and the negative and statistically significant coefficient for election proximity — is consistent.

The Online Appendix contains a variety of additional robustness analyses, including
replicating the results presented above with two alternative measures of state capacity. | also
present regression results that include alternative measures of oil production, such as the per-
capita value of oil and gas exports and proven oil reserves, and regressions that substitute Ross,
Hazlett, and Mahdavi’s “price-gap” measure of implicit gasoline subsidy as the dependent
variable. Section 5 in the Online Appendix provides further rationale for excluding from the

sample those elections where incumbents were confident of victory ahead of time, and

11 See the descriptive statistics table in the Online Appendix for a full description of these
variables and their sources.
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demonstrates that including such elections in the sample produces null results. Finally, | test for
non-linearities in the interaction effect, following Hainmueller, Mummulo, and Xu’s (2019)
approach. Interested readers should consult the Online Appendix for a full presentation, though

none of these alternative approaches overturns the findings presented above.

Conclusion

Publicly funded fossil fuel subsidies impose large economic and environmental costs yet
have been difficult to phase out. This paper has explained the persistence of one large class of
such subsidies, namely the various support mechanisms that governments employ to control the
retail price of gasoline. Drawing on theories of retrospective economic voting, this paper
developed a modified version of the attentive electorate hypothesis, where rising gasoline prices
raise the risk of an electoral backlash, especially when voters do not believe the government has
sufficient capacity to take compensating action. Analysis of monthly gasoline price data allowed
a precise examination of how election proximity is associated with reduced prices in such
regimes. The negative effect is economically meaningful and robust to a wide array of
measurement and modeling variations.

These results help resolve long-standing debates in the literature about how political
institutions shape the size and persistence of this important class of fossil fuel subsidies. At the
same time, they also encourage future studies on follow-up questions, such as whether certain
kinds of regimes (for instance, domestic oil producers) are more likely to adopt a specific
subsidy strategy like limiting pass-through of rising supply costs than other approaches, whether
efforts to reduce fuel prices before elections actually improve incumbent’s electoral fortunes, and

if so, how and under what circumstances.
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My findings also speak to the discipline’s growing recognition that competitive
democratic elections may present barriers to adopting effective climate policy, especially
because energy transition policies have distributive consequences. A number of studies now
convincingly link costly climate policy to losses for incumbent governments (e.g. Stokes 2016),
though the political consequences do not stop there. For instance, Voeten (2024) examines how a
policy change that increased taxes on fossil fuel energy to fund subsidies for green energy
alternatives resulted in an increasing vote share for radical right parties, especially amongst
voters who already spent a large share of household income on energy bills. As such parties
typically oppose energy transition policies, adopting climate policy legislation risks undermining
future success by further empowering such actors. The key innovation in my paper is the precise
focus on election timing. Nevertheless, the findings should be viewed as contributing to the
field’s understanding of how electoral politics and climate policy interact.

My results provide additional evidence of key tenets of this literature, including how the
distributive consequences of energy transition policies shape national, sub-national, and even
international climate policy. Colgan, Green, and Hale’s (2021) approach, for example, argues
that energy transition policies create distributive challenges between actors whose assets
accelerate climate change and those whose assets are vulnerable to climate change. It is these
distributional struggles, as opposed to a failure of collective action, that shapes climate policy. In
their model, obstructionist behavior by actors whose assets are disproportionally harmed by

energy transition policies — e.g. oil field owners — can prevent the adoption of effective climate

policy.
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Scholars have already applied a similar logic to the study of gasoline subsidies. For
example, Blankenship and Urpelainien (2019) argue that retail gasoline subsides persist in part
because of their more diffuse usage across a large number of middle-class households. Reform
would concentrate the losses in a politically important group of voters. My results are consistent
with this argument; a pending election provides a built-in opportunity for such climate
“obstructionism,” as office-seeking politicians are especially hesitant to cause economic harm to
a broad group of voters.

This winner-versus-loser distributional challenge is further compounded by the
intertemporal nature of effective climate policy. Addressing climate change requires the
imposition of costly policies today, with the full benefits only emerging years or decades into the
future. Of course, climate change is not the only social problem with this temporal dimension
(Jacobs 2016) and decades of scholarship has connected incumbents’ reelection pressures to the
underinvestment in long-term policies to improve societal welfare (e.g, Keech 1980).
Nevertheless, the scope of the climate change problem, and the consequences of failing to
mitigate the worst consequences, requires that scholars and policymakers alike have a clear view

of these challenges.
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