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This paper extends political budget cycles theory to corruption, where an incumbent
government considers controlling corruption based purely on political considerations.
Using panel data on 30 Indian states during the 1988–2009 period, I investigate whether
the timing of elections affects the incumbent government’s efforts to control corruption.
Consistent with the idea that an incumbent politician might exert greater effort to control
corruption during election years, I find that scheduled elections (as opposed to unsched-
uled elections) are associated with an increase in the number of corruption cases registered
by the respective state’s anti-corruption agencies, although the substantive impact is small.
Furthermore, I find this effect in ‘swing states’ where margin of victory for the incumbent
in previous elections has been narrow. On the other hand, there is no effect of scheduled
elections on corruption cases being investigated by anti-corruption agencies. Thus, the
argument that Indian politicians engage in ‘cheap talk’ on controlling corruption, especially
during election periods is suggestive at best. Journal of Comparative Economics xxx (xx)
(2015) xxx–xxx. Institutt for Sosiologi og Statsvitenskap (ISS), Norwegian University of Sci-
ence and Technology, Dragvoll, Building 9, Level 5, 7491 Trondheim, Norway.
� 2015 Association for Comparative Economic Studies. Published by Elsevier Inc. All rights

reserved.
1. Introduction

Are anti-corruption institutions subject to political manipulation? Anecdotal evidence from developing countries sug-
gests that this is the case, however to date no corroborating empirical evidence exists.1 The key difference when it comes
to anti-corruption activities between developed and developing countries is the role that anti-corruption agencies play. In
developed countries these agencies are independent and well-equipped with powers to investigate and prosecute those
involved in corrupt activities. In developing countries, however, it has been widely reported that anti-corruption agencies
are designed in a way that makes them vulnerable to political manipulation (Meagher and Voland, 2006). Gareth Newham,
Head of the Crime and Justice Program of South Africa notes that, ‘‘. . .allegations (of corruption) point to reasons for why the
political elite might choose not to strengthen the independence and ability of the Directorate of Priority Crimes Investigations
e, pitfalls
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(DPCI) to investigate corruption committed by those at the highest levels of government.’’2 Similarly, Jennett and Repucci (2006)
highlight how vulnerable anti-corruption agencies in countries like Vietnam, South Korea, Nigeria, Guatemala and Montenegro
are to political manipulation. Despite the large amount of similar anecdotal evidence, there is a dearth of empirical analysis on
this topic mainly due to lack of data on government’s anti-corruption activities and difficulty in quantifying political manipu-
lation of agencies. Focusing on states within India, this paper presents empirical evidence that anti-corruption institutions and
bureaus serve politicians’ political interests as they are directly controlled by state (subnational) governments.3

Along with its rapid economic growth over the last few decades, India’s rampant corruption has attracted a lot of local and
international attention (Global Integrity Report, 2009). Through examining 11 selected public services in India, Transparency
International India (TII) and the Centre for Media Study (CMS) find that roughly 22,728 Below Poverty Line (BPL) households
paid about Rs. 9000 million (US$ 212 million) in bribes to get access to basic need-based public services (Transparency Inter-
national Report 2008).4 In addition, according to the Corruption Perception Index (CPI) published by Transparency International
(TI), India was ranked 72nd out of 100 listed countries for control of corruption in 1999, slipping to 87th in 2010 to be equal
with Liberia and lower than Malawi and Lesotho (Transparency International, 2011). Big ticket scams have frequently occurred
in India over the last two decades.5 For instance, corruption charges related to the Bofors defense deal of 1987 not only united
the opposition parties, but also galvanized the entire country, forcing the Indian government to legislate the landmark Preven-
tion of Corruption Act in 1988 (Chawla, 1990). Likewise, the recent US$ 14 billion Telecommunication 2G spectrum auction cor-
ruption scam, involving the Telecommunications Ministry of India was ranked 2nd in the list of ‘‘all-time top 10 abuses of
power’’ by the Time magazine6 (Time, 2011). The bloody confrontation which has been taking place since 2010 between the
civil society groups and the Indian government is a symptom of the public’s exasperation with corruption. Civil society groups
[such as India Against Corruption (IAC), the National Campaign for People’s Right to Information (NCPRI), and Loksatta] are
advocating a strong new anti-corruption Ombudsman at both the national (known as Lokpal) and state levels (referred to as
Lokayukta), which are free from political interference, equipped with independent investigative and prosecution powers and
increased scope of jurisdiction. One of the main arguments of civil society groups is that the existing anti-corruption institutions
and laws have been used over the years by incumbent governments (irrespective of the party in power, both at central and
state-level) to serve their political interests.7 I test this argument empirically by integrating the theories on political budget
cycles, performance voting and political capture of anti-corruption institutions in India. In doing so, I examine if existing insti-
tutions have indeed served the electoral and political interests of politicians.

Using panel data on 30 Indian states during the 1988–2009 period, I find evidence that anti-corruption institutions are
subject to political manipulation during elections, whereby the incidence of scheduled elections (but not unscheduled elec-
tions) is associated with an increase in the number of corruption cases registered. However, the substantive impact remains
small. Furthermore, these findings hold for the ‘swing states’, where the margin of victory of the incumbent in the previous
election was narrow. However, I do not find any effect of state scheduled elections on corruption cases being investigated by
anti-corruption agencies. These findings shed light on the acknowledged, though under investigated, influence of political
manipulation on anti-corruption institutions in India. Although it is difficult to empirically test the causal link, the mere
presence of electoral cycle effects on anti-corruption activities serves as some suggestive evidence of the political manipu-
lation of anti-corruption agencies.
2 See: http://www.iss.co.za/iss_today.php?ID=1475, accessed: October 2011.
3 The prominent anti-corruption institutions in India are: (i) the Central Bureau of Investigation (CBI): the national investigative agency established in 1964,

which has two branches, namely the Anti-Corruption Division and Special Crimes Division. The Anti-Corruption Division concentrates purely on investigating
cases related to bribery and corruption, while the Special Crimes Division is focused more on conventional crime. (ii) The Central Vigilance Commission (CVC):
set up in 1964 to advise and guide police in the field of vigilance. Following the CVC, many states in India have adopted their own State Vigilance Commissions
(SVCs), broadly along the lines of the CVC. (iii) Lokayukta: an anti-corruption Ombudsman (at state-level) established in many states to redress citizens’
grievances. The following states have adopted the Lokayukta Act: Orissa (1970), Maharashtra (1971), Bihar (1973), Rajasthan (1973), Uttar Pradesh (1975),
Madhya Pradesh (1981), Andhra Pradesh (1983), Himachal Pradesh (1983), Karnataka (1985), Assam (1986), Gujarat (1986), Kerala (1988), Punjab (1995), Delhi
(1996), Haryana (1996), Chhattisgarh (2002), Jharkhand (2002) and Uttarakhand (2006). (iv) State police.

4 http://www.transparency.org/publications/newsletter/2008/august_2008/anti_corruption_work/india_household_corruption_study_2007, accessed:
September 2011.

5 See the list of various multi-million dollar corruption scandals unearthed in the recent past in India: http://www.bbc.co.uk/news/world-south-asia-
12769214, accessed: November 2011.

6 For full list see: http://www.time.com/time/specials/packages/completelist/0,29569,2071839,00.html, accessed: January 2012.
7 According to the Global Integrity Report (2009), none of the existing anti-corruption institutions are sufficiently protected from undue and excess political

interference in practice. Starting with appointments to defining powers, these institutions are directly controlled by the government. Appointments are often
biased and based on bureaucrats’ loyalty to the ruling party. Even the appointments of respective government departmental vigilance wings are made by the
government and not the CVC. Secondly, most of these investigative agencies are merely advisory in nature, except the CBI which is directly controlled by the
central government and does not have the power to investigate cases in the states without the permission of the respective state government. The allegation
against the CBI is that the incumbent state government, aligned with the center, often uses the CBI to frame their political opponents in cases related to
corruption (however, I could not verify this because the disaggregated data on cases registered by the CBI in states is not available). Thirdly, the scope and
jurisdiction of these institutions is often restricted to government servants and employees in the public sector. Even among government servants, not all top
level bureaucrats and politicians are covered. Most importantly, prosecuting the medium and top-level bureaucrats is highly difficult because before
investigating the suspect, the agencies must get permission from the same authorities against whom the case has to be investigated. Fourthly, none of the anti-
corruption institutions have powers to prosecute and hence have to rely on the judiciary system. The inefficiencies of the Indian judiciary system are well
documented by Chemin (2010, 2009). According to Chemin (2010), about 3.1 million cases are pending in all the 21 High Courts, and roughly 20 million cases in
the lower courts in India. Fifthly, most of these institutions have problems related to coordination and are severely under staffed and inadequately funded. It is
precisely because of these reasons the anti-corruption activities of the government have been politicized over the years.
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These findings have broad relevance for the study on anti-corruption institutions in the developing world, where we are
most likely to observe political manipulation. There is a very small, but growing literature in this area (for instance see
Meagher and Voland, 2006 for a comprehensive review on anti-corruption institutions across countries). This paper adds
to this literature in two ways. First, it suggests a new measure for capturing election cycle effects on an incumbent govern-
ment’s anti-corruption activities. Second, a relatively new body of empirical literature examines the importance of institu-
tions in controlling corruption. Apart from the broad socio-economic factors, Treisman (2007, 2000), De Haan and Seldadyo
(2006) and Clausen et al. (2011) all point toward a host of institutional factors associated with the control of corruption.
Aaken et al. (2008) demonstrate that de facto independence of prosecution agencies robustly reduces corruption of govern-
ment officials. Gerring and Thacker (2004) explore the effect of different political institutional arrangements on political cor-
ruption and find that unitary and parliamentary forms of government help reduce levels of corruption. Two other studies
also examine the impact of institutions on corruption. Bjørnskov (2011) and Dreher et al. (2007) find that an improvement
in institutional quality reduces the size of shadow economy and affects the corruption market. The exact relationship
between corruption and institutional quality is found to be ambiguous and depends on the relative effectiveness of the insti-
tutional quality in the shadow and corruption markets. However, these studies do not examine the potential political manip-
ulation of anti-corruption institutions that play a pivotal role in controlling corruption. I add a new dimension to this strand
of literature by providing an empirical test of the theories of political manipulation in India, namely why and how manip-
ulation of anti-corruption institutions occurs.

This paper also contributes to the strand of literature on political budget cycles, which argues that incumbent politicians
engage in opportunistic pre-electoral manipulation or cyclical manipulation in order to increase their chances of re-election
(starting with Nordhaus’s 1975 formal model of the political business cycle and followed by the works of Tufte, 1975; Fair,
1978; Rogoff and Sibert, 1988; Rogoff, 1990). There have been a number of studies covering industrialized countries (e.g.
Potrafke, 2012a) as well as developing countries including India that have examined the political determinants to fiscal pol-
icy, infrastructure, agricultural credit and law and order decisions. I, however, assume that an incumbent politician can also
exercise influence over anti-corruption institutions to maximize their chances of re-election. I thus provide an empirical test
of politically motivated cyclical manipulation of anti-corruption institutions in India. Compared to previous studies on polit-
ical budget cycles, this study has the advantage of using a significantly larger sample covering all 30 states in India during the
22-year post-economic reforms period spanning 1988–2009, allowing for state-fixed effects.

The rest of the paper is structured as follows. In Section 2, I derive some testable hypotheses illustrating why and how
political manipulation of anti-corruption institutions work in India. Section 3 describes the data and methodology adopted,
while Section 4 discusses the results. Finally, Section 5 concludes with some policy implications and identifies avenues for
further research.
2. Hypotheses

Corruption, understood as using public office for private gains, can have severely adverse effects on the socioeconomic
development of a country (Bardhan, 1997; Murphy et al., 1993; Shleifer and Vishny, 1993). The literature shows that corrup-
tion has negative effects on economic growth (Mauro, 1995), productivity (Dreher and Herzfeld, 2008), investment (Shleifer
and Vishny, 1993), entrepreneurship (Dreher and Gassebner, 2011), international and domestic trade (Bjørnskov, 2012;
Krueger, 1974), the informal sector (Dreher and Schneider, 2010), basic public services delivery (Transparency
International, 2007), and can entrap a country in poverty in the long run (Aidt, 2009).

The economic model of corruption is similar to Ehrlich’s (1973) work on the economic analysis of crime and punishment,
in which the probability of an individual resorting to corrupt practice pi depends on a host of factors (such as expected payoff
and opportunity costs: Xi) and, importantly, on the probability of getting caught or arrested (ai), followed by the probability
of getting investigated (ii), prosecuted and convicted thereafter (pi).
8 Of c
politica

Please
subna
pi ¼ ffXiðai � ii � piÞg ð1Þ
As punishing the convict is the prerogative of the judiciary in India, arresting the accused and investigating the case is
purely under the control of the executive branch of the government (Ghosh, 2006). In the Indian setting, the executive
branch of the government is susceptible to political manipulation for two reasons. First, an incumbent’s chance of re-election
is greatly influenced by bureaucratic output, which creates a large incentive for the incumbent to use coercive control mech-
anisms to maximize this output, other things being equal (Iyer and Mani, 2011; Mueller, 2009). Second, bureaucrats with
long-term career concerns have a history of susceptibility to an incumbent’s influence (see Iyer and Mani, 2011). Such
bureaucrats play into the hands of the incumbent in return for financial and material gains, such as being posted to more
prestigious job assignments, which give them the power to make influential policy decisions, or increase their gains from
rent seeking activities.8 The incumbent may thus exert pressure on an anti-corruption agency or state police, which are directly
under the control of the government, to crack down on corruption during election periods. This cyclical focus on anti-corruption
is associated with performance voting theory which argues that voters are interested in re-electing competent leaders (Powell
ourse this does not mean that a meritocratic bureaucrat with high skills, as per the Webarian notion of bureaucracy, will always be vulnerable to such
l pressures (Alesina and Tabellini, 2007).
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and Whitten, 1993). Poor outcomes in terms of economic conditions and governance issues are evidence of the incumbent’s
incompetence. Extending the same line of argument to corruption, it can be argued that voters reward lower levels of corrup-
tion, holding economic conditions constant, because they probably reflect the incumbent’s competence. Consider for example
the case where a citizen is dissatisfied with the rampant corruption which increased during the incumbent’s tenure. The per-
formance voting model predicts that the individual will vote against the incumbent in the elections under the assumption that
replacing the incumbent with different leader in office would produce different policies to tackle corruption. Thus, voters can
motivate the incumbent to focus on corruption by linking their vote to incumbent’s efforts to control corruption.

Numerous studies, starting with Nordhaus’s (1975) formal model of the political business cycle, show how opportunistic
incumbent politicians engage in pre-electoral manipulation of government policies to increase their chances of re-election
(Tufte, 1975; Fair, 1978; Rogoff and Sibert, 1988; Rogoff, 1990; Alesina and Sachs, 1988; Alesina et al., 1993; Besley and Case,
1995; Khemani, 2004; Shi and Svensson, 2006; Ghosh, 2006; Cole, 2009). Policy manipulation, however, need not be
restricted to socioeconomic issues alone. Extending this theory to anti-corruption institutions, we would expect the incum-
bent government to put pressure on these institutions to make visible increases in their activities during election periods to
increase incumbent popularity. The most visible activity being the number of anti-corruption cases undertaken. This is espe-
cially likely in India as the public have consistently taken a government’s stance on and efforts against corruption into
account when voting (source). With the absence of per-election polls, however, this cannot be said unequivocally, but the
presence of a cyclical trend in anti-corruption activities could provide evidence both that Indian governments believe it
to be true and that they use their influence over these institutions to their own advantage.9 Moreover, even if registering more
corruption cases during the run up toward elections does not yield any political mileage, if incumbent politicians believe that it
does, then this alone could result in political budget cycles in the registered corruption cases.

It is also noteworthy that during elections time, the issue of governance including corruption is often brought to the fore-
front of electoral debates and discourses. Therefore, any perceived inactivity during elections times with their increased
scrutiny of government activities, can be extremely costly for the incumbent government’s chances of re-election. The costs
associated with ‘naming and shaming’ the incumbent government for its inaction in curbing corruption can prove to be very
costly. This provides further incentive to manufacture evidence to signal the zero tolerance attitude of the incumbent on
corruption.10

An important point to note here is that it is unreasonable to expect that such effects hold across all elections. Scheduling
of elections, especially in India, does not always follow a constitutionally established pattern. Most often, elections occur
when the timing suits the preferences of the incumbent. Less often, they occur following the collapse of a government.
Therefore, as highlighted by Khemani (2004) and others, it is important to distinguish between scheduled elections and
unscheduled elections. While the former follow a constitutionally scheduled pattern and occur once every five years, the lat-
ter take place in the middle of an incumbent’s constitutionally established five year term. Unscheduled elections occur
because of the imposition of President’s Rule by the central government (which requires dissolving the state legislative
assembly and calling fresh elections)11 or coalition compulsions (e.g., withdrawal of support by a coalition partner insofar that
the government might not possess the required numbers to maintain its majority in the house), or shift in political alignments
(e.g., members of the ruling party quit the ruling alliance pushing the state government into a minority), or due to the incum-
bent calling early elections.12 If cyclical manipulation of anti-corruption institutions actually exists, it is possible that unsched-
uled elections may not be associated with an increase in corruption cases registered by anti-corruption agencies because the
nature and timing of such elections are often sudden and unanticipated. Thus, the incumbent during unscheduled elections
loses control over anti-corruption institutions, and these key career bureaucrats are less sure of where to put their allegiance.
On the other hand, the predictable timing of planned elections gives the incumbent the ability to time these spikes in activity to
reinforce the impression that they are hard on corruption. Therefore, it is more likely that the anti-corruption activities of state
governments are higher during scheduled elections compared to the unscheduled elections. In summary, as scheduled elections
are predictable, incumbent politicians and bureaucrats working under them have an ex-ante schedule to guide their anti-
corruption activities. When the state elections are unscheduled – due to collapse of coalition government or imposition of
President’s rule by the centre – it might prove difficult for the incumbent to adjust the anti-corruption activities accordingly.
Based on this discussion, I derive the following testable hypothesis:
9 Lack of pre-poll data, at least in the early and mid-1990s, for all 30 states makes it difficult to control for voters’ perception on corruption just before the
elections. Likewise, it is also difficult to control for each and every corruption case reported by local, national and English media, as well as newspapers in each
state and in every year due to the difficulty involved in accessing archives of the hundreds of newspapers in circulation in each of the 30 Indian states. However,
we do control for total newspaper (local, national and English language) circulation in each state, a proxy for media penetration and access to information on
anti-corruption activities in the country.

10 However, it is not very clear who becomes the target of anti-corruption agencies during the election period. Obviously, it is expected that the agencies
might not target corrupt individuals and officials known to be close to the incumbent. Unfortunately, the data used on corruption cases registered and
investigated do not provide details of the individuals and officials being convicted and prosecuted.

11 The reasons for recommending the President’s Rule is usually recommended when there is a failure in the constitutional machinery of the state (e.g.,
heightened political instability or a loss of law and order).

12 Although in the post-independence period, the state assembly elections in India were synchronized with national Parliamentary elections, due to several
unscheduled elections in different states in later years, the state legislative election cycles no longer coincide with the national election cycle. Also, each state
legislative election cycle does not coincide with other states’ legislative election cycles.
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Hypothesis 1. Scheduled elections, and not unscheduled elections, are associated with an increase in the number of
corruption cases registered.

Additionally, it is important to distinguish between the electoral effects on corruption cases registered and cases being
investigated by anti-corruption agencies for two specific reasons. First, an incumbent is only interested in using anti-corrup-
tion agencies to register cases in order to signal to voters her competence in fighting corruption. Hence, there is no political
need for the incumbent to actually follow up on investigations of those cases unless there is intense media pressure on a
particular case. A second and more practical reason is that investigation of corruption cases is often time-consuming and
is not under the control of the government per se. For instance, the nature of the investigation, the size and magnitude of
the case, the efficiency and effectiveness of investigative agencies, and other factors, which the government has no control
over, can significantly delay the investigation process.13 I thus expect that:

Hypothesis 2. Corruption cases investigated in a year are not responsive to scheduled elections.
According to the ‘pork barrel politics’ theory, the incumbent faces the dilemma of whether to channel resources to her

core support group or to the undecided voters. Competing theories of tactical redistribution suggest that such politically
motivated redistribution of resources depends on the political objective of the incumbent, which is to maximize her votes
(Cox and McCubbins, 1986; Lindbeck and Weibull, 1987; Dixit and Londregan, 1995). While Cox and McCubbins’ (1986)
model suggests that the decision whether to target resources toward the core support group or the undecided voters
depends on the incumbent’s risk taking attitude, the models of Lindbeck and Weibull (1987) and Dixit and Londregan
(1995) predict that if an incumbent’s objective is to maximize votes, as in parliamentary democracies like India, then
resources would be channelled to undecided voters whose voting decisions are determined by the amount of public goods
they receive, rather than their affinity with the incumbent or party ideology.14 In other words, more resources are allocated to
swing areas/regions, as swing voters are expected to switch their vote in favor of the incumbent. Similar results are discussed by
Shariff (2011), Keefer and Khemani (2009), Case (2001), Levitt and Snyder (1995) and Snyder (1989). Extending the same logic
to anti-corruption policy in India, intense electoral competitiveness, measured by the margin of victory in the previous elec-
tions, between the incumbent party and opposition parties might actually generate incentives for the incumbent to act more
swiftly on controlling corruption during the election period. There is a history of fierce electoral competition in India. In fact,
electoral competition has become even more intense during the study period adopted in this paper, where a small swing in vote
share can result in a change in government (Cole, 2009). I therefore expect:

Hypothesis 3. The increased number of corruption cases registered as a result of scheduled elections is more pronounced in
swing states than non-swing states.
3. Data and method

In this section, I describe the data, which is a panel dataset across 30 Indian states during the 1988–2009 period
(22 years), and the estimation specifications. The base specifications (3) and (4) are formulated below.

3.1. Estimation specification

The baseline specification estimates the number of corruption cases registered and investigated by the respective state
anti-corruption agencies separately (CCit), in state i in year t as a function of a set of elections Eit and other exogenous
variables Zit:
13 Thi
past sev
trail eve

14 Lind
incumb

Please
subna
CCit ¼ cEit þ bZit þ mi þ kt þxit ð2Þ
where mi denotes state fixed effects to control for unobserved state specific heterogeneity in the panel dataset, kt are time
specific dummies, and xit is the error term. Note that the Eqs. (3) and (4) are reduced form models of the impact of an election
period because the elections dummy is used as a regressor. It is difficult to quantify each link in the causal chain which is
associated with an increase in registered corruption cases during an election period, particularly during scheduled elections.
For the dependent variable I use two variables, namely the total number of corruption cases registered and investigated by
the respective state anti-corruption agencies in state i in India in year t, reported by the National Crimes Records Bureau
(NCRB hereafter) for the 30 states (see Appendix A) and five union territories from 1988 to 2009 which forms my study per-
iod. It is noteworthy that for most of the states, the data are only available from 1989 onwards. The NCRB was constituted in
1986, with headquarters in New Delhi under the Ministry of Home Affairs. The major task of the NCRB, among others, is to
function as a clearing house for information on crime and criminals operating at national and state levels. They coordinate
with the respective States Crime Records Bureaus (SCRBs) in collecting and processing crime statistics at the state and
s argument is also applicable to corruption cases which go for judiciary trail. Because cases under investigation also include cases accumulated over the
eral years and investigation being a time consuming process, the incumbent politicians have simply no control on the number of cases sent to judiciary
ry year. Indeed the impact of scheduled elections on cases sent to judiciary trail is statistically insignificant.
beck and Weibull (1987) also propose an alternative model where resources are more likely to be diverted to core support groups if the objective of

ent is to secure majority seats, as in presidential democracies, and if other parties are not as popular as the incumbent.
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Fig. 1. State-wise corruption cases registered.
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national level. Along with all other crime data, the data on corruption cases (registered and investigated by the respective
state anti-corruption agencies) are collected every year by each state’s vigilance department and are made available to
the NCRB, which then publishes these numbers in its annual reports. The most important reasons for selecting this dataset
are its reliability and the fact that it is the only credible dataset available which provides information on various forms of
crimes recorded at the state level and in major metropolises. The coding of each section for each state-year combination
is evaluated by a set of trained coders at the NCRB and is then cross-checked by the Ministry of Home Affairs’s Crime and
Criminal Network Tracking System (CCNTS) project.

The two main variables of interest are the number of cases investigated and the number registered. By registered I mean
filing a complaint and arresting the people by the state police in year t against whom there is a prima facie evidence of being
involved in corrupt practices. However, number of cases registered is not equivalent to number of arrests because of two
reasons. First, there could be several corruption cases registered by the police against one individual. Second, corruption
cases can be, and are registered against individuals who are absconding and yet to be arrested. Also, corruption cases reg-
istered are not yet sent to judiciary trial because they will undergo a detailed investigation by the police. Note that the score
of the corruption cases registered under Prevention of Corruption Act of 1988 does not include other forms of economic
offenses, such as drug trafficking, trafficking of cultural property, money laundering, smuggling, financial fraud and tax eva-
sion, but do include the criminal breach of trust. Fig. 1 captures the mean of number of corruption cases registered in across
the states during the 1989–2009 period. The mean of number of cases registered during the study period in our entire sam-
ple of states is about 104. By investigated I mean the registered cases being investigated by the state police to gather concrete
evidence that can withstand the judiciary trial. However, number of cases registered in year t is not equal to the number
cases under investigation in the same year. Investigating corruption cases in India is a time consuming process because
of various factors highlighted earlier. Therefore, lots of corruption cases registered in the previous years which are still under
investigation is being carried forward to the current year. It is based on this investigative report the judge in the court makes
a decision about whether there is sufficient ground for proceeding with a criminal case against the accused. Fig. 2 shows the
mean of number of corruption cases under investigation in all the states put together during the 1989–2009 period. The
mean of number of cases investigated during the study period in our sample is about 212. On average, Andhra Pradesh, Guj-
arat, Karnataka, Kerala, Punjab, Tamil Nadu and Uttar Pradesh are the states where larger number of cases in the 1989–2009
period are under investigation. Interestingly, both the average number of cases registered and investigated is low in West
Bengal and Assam, where the incumbent has been in power for more than three decades in the former, and more than three
consecutive five-year terms in the latter.

It is noteworthy that the data on corruption cases registered and investigated capture cases related to public servants,
including state and central government officials, officials from government owned firms, lower ranked and high level
government bureaucrats, officials working under various ministries and also individuals from the private sector. Under
the Prevention of Corruption Act of 1988, the state police and state anti-corruption agencies also have the mandate to
register cases against non-public servants against whom there exists prima facie evidence. Note that the data on cases
registered and investigated also include the cases at the state level dealt with by the CBI. The NCRB, however, do not provide
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disaggregated data on the number of cases registered and investigated by the CBI and respective state police forces or state
anti-corruption agencies.

The vector Eit includes the main variables of interest, namely state legislative assembly elections, which includes both
scheduled and unscheduled elections. Accordingly, the value 1 is coded in year t if state i holds scheduled state legislative
elections and 0 if otherwise. Likewise, another dummy variable is created where the value 1 is coded in year t if state i holds
unscheduled state legislative elections and 0 if otherwise. The elections data are from the Election Commission of India,
which provides complete details on each state and national election. As per the Indian constitution, scheduled elections
are those which are scheduled to take place every five years, and unscheduled elections are those which have occurred dur-
ing a five-year cycle. As pointed out by Khemani (2004), unscheduled elections occur for the reasons discussed earlier. Thus,
in my model any election occurring after the imposition of President’s Rule; or incumbent calling for an early election before
finishing the five-year term, is coded as unscheduled. In fact, during my study period close to 38% of total state legislative
elections are unscheduled elections. It is precisely for this reason that I distinguish between scheduled elections and
unscheduled elections – the timing of unscheduled elections is unanticipated and may not be exogenous to government pol-
icy on tackling corruption. On the other hand, scheduled elections are exogenous because allowing the incumbent the luxury
to predict the timing of such elections. Thus, it is reasonable to expect that the incumbent will strategically plan policies to
influence the outcome of scheduled elections. If this is indeed true, then I expect varying effects of scheduled and unsched-
uled elections on corruption variables. The distinction between these two types of elections allows me to test the first
hypothesis. The simple calculations shown in Fig. 3 reveal that on an average 21 cases of corruption are registered during
election years in all states put together during my study period. The average number of cases during a scheduled election
year, 16, is significantly greater than that during an unscheduled one, 5. Furthermore, on average 22 cases are registered dur-
ing the year before the elections followed by 19, 18 and 18 cases in the second, third and fourth years before elections
respectively.

To the baseline Eq. (3), I introduce pre-scheduled election year in state i in year t to examine how the temporal distance
from a specific scheduled election year affects corruption cases. I estimate:
15 Not

Please
subna
CCit ¼
X2

d¼1

wdTd
it þ cSEit þ bZit þ mi þ kt þxit ð3Þ
where Td
it is the vector of the electoral cycle comprising two dummy variables, capturing Td

it for d = 1 is a dummy coded if
state i in year t is one year after a scheduled election year (SEit) and d = 2 is another dummy variable if state i in year t is
two years after a scheduled election year. It is noteworthy that if the pre-scheduled election year dummy coincides with
an unscheduled election then it is treated as one year before a scheduled election. This effectively means that the year after
an unscheduled election year is then treated as four years away from a scheduled election year.15 This method is adopted by
Khemani (2004) to nullify the effect of the timing of unscheduled elections, particularly if it is viewed as an outcome of an event
e that introducing the pre-scheduled election year dummies into the model does not result in multicollinearity problem.
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whose effects do not last beyond the event. In other words, when a negative shock in a particular year causes an unscheduled
election but does not affect the probability that such a shock will occur in the future.

Finally, in order to examine other political considerations listed in the third and fourth hypotheses, I examine the follow-
ing specification:
Please
subna
CCit ¼ cSE SWit þ cSE ð1� SWÞit þ b2Zit þ mi þ kt þxit ð4Þ
where SE_SWit is a dummy for scheduled elections taking place in a ‘swing state’. The swing state is one where the margin of
victory of the incumbent in the previous elections against their rival contesting party was 5% or less of the total vote share. It
is important to note that electoral competition in India is very high. A swing of 5% of the vote share can often be the margin
that determines who wins that seat. SE_(1 � SW)it is the dummy for scheduled elections in a non-swing state, which allows
one to distinguish between the effects that scheduled elections have in swing vs non-swing states. The data for the dates of
national elections in swing states (i.e., margins of victory) are from the Election Commission of India’s statistical reports on
each state legislative election.

The vector of control variables (Zit) includes other potential determinants of corruption cases registered and investigated
in state i during year t. Since this is the first such study on elections and corruption in India, I follow the pioneer cross-coun-
try studies on determinants of corruption of Treisman (2000, 2007), Glaeser and Saks (2006), Aidt (2003), Dreher et al.
(2007), Aaken et al. (2008), Potrafke (2012b) and other comprehensive evaluations of early studies on corruption (Mauro,
1995). These models control for the effects of development by including respective states’ GDP (logged) in Indian rupees
using 1993–1994 constant prices, obtained from the Reserve Bank of India’s macroeconomic dataset (Mauro, 1998, 1995).
I also control for population (logged), as larger states tend to have more corruption cases registered (Glaeser and Saks,
2006). Following Brunetti and Weder (2003), Ferraz and Finan (2008) and Bjørnskov (2011), I also capture the effects of
the media by including the log of total newspaper (English, Hindi and the respective states’ local languages) in circulation
per-capita. As argued by De Haan and Seldadyo (2006), regulatory capacity is key in tackling corruption. To control for reg-
ulatory capacity, I include the number of total criminal cases (Indian Penal Code – IPC) pending investigation per policemen
in state i in year t. I expect a higher ratio is detrimental to the number of corruption cases registered and investigated
because of the increased pressure on police to deal with other criminal cases. The data for police infrastructure are obtained
from various annual reports on crime published by the NCRB. I also include a proxy for anti-corruption legislation in place to
control for corruption in each state by using a dummy which I code as 1 if the state has a Lokayukta Act (state Ombudsman
Act), and 0 otherwise. One major limitation is the lack of availability of data needed to produce a ‘perceived corruption’ index
of sorts which could be used to control for the strategic motives of the incumbent government. Using such an index, one
could expect that the number of registered cases would not increase during election years in cases where the government
is very corrupt and vice versa. The best I could do here is to capture the number of years various political parties have been in
power in state i in year t to control for the longevity of the incumbent in power (see Besley and Burgess, 2000). I expect the
longer the party is in power, the less its focus on controlling corruption. These variables include dummies for each of
the following parties in power, namely the Indian National Congress (INC hereafter), which is centre-left in ideology, the
Bharatiya Janata Party (BJP henceforth), which is centre-right, the Left Front led by the Communist Party of India-Marxist
(CPI-M), which are leftists, and other regional parties often considered soft left in ideology. Details on variable definitions
and data sources are reported in Appendix C.
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Table 1
Elections and control of corruption (cases registered).

(1) (2) (3) (4) (5) (6)

All elections (Vidhan sabha) 1.494
(0.55)

Scheduled elections (Vidhan sabha) 7.431* 6.718* 8.832** 9.463**

(1.81) (1.67) (2.02) (2.13)
Unscheduled elections (Vidhan sabha) �8.066** �7.306**

(2.55) (2.30)
1-year from Vidhan sabha elections 6.035* 6.687**

(1.89) (2.04)
2-years from Vidhan sabha elections 2.426

(1.00)
GDP in constant prices (log) 11.227** 11.378** 10.620** 10.913** 11.560** 11.466**

(2.45) (2.45) (2.41) (2.42) (2.49) (2.50)
State population (log) 17.060 15.493 16.649 14.949 13.375 12.890

(0.73) (0.67) (0.73) (0.66) (0.57) (0.56)
Newspapers’ circulation per head (log) 6.614** 6.630** 6.618** 6.639** 6.572** 6.709**

(2.10) (2.08) (2.16) (2.12) (2.04) (2.11)
IPC cases per police �0.851 �0.706 �1.321 �1.052 �0.423 �0.381

(0.33) (0.28) (0.51) (0.41) (0.17) (0.15)
Lokayukta Act 2.338 2.296 2.122 2.154 2.222 2.198

(0.68) (0.65) (0.63) (0.62) (0.63) (0.63)
INC ruling years �10.294** �11.71*** �8.994** �10.86** �12.01*** �12.054***

(2.45) (2.66) (2.45) (2.53) (2.66) (2.69)
BJP ruling years �5.078 �6.139* �3.314 �4.859 �6.028* �6.013*

(1.50) (1.77) (1.13) (1.43) (1.74) (1.76)
Left Front ruling years 6.806 6.104 8.448* 7.312 6.567 6.645

(1.29) (1.12) (1.70) (1.38) (1.19) (1.23)
Regional parties ruling years 4.169 3.300 5.086* 3.960 3.067 2.938

(1.47) (1.14) (1.84) (1.39) (1.07) (1.04)

Wald chi2 4597*** 4655*** 4642*** 4659*** 4677*** 4679***

State fixed effects Yes Yes Yes Yes Yes Yes
Time dummies Yes Yes Yes Yes Yes Yes
Goodness-of-fit test 15,971*** 16,022*** 15,993*** 15,798*** 15,401*** 15,341***

Number of states 30 30 30 30 30 30
Total observations 595 595 595 595 595 595

Notes: (a) Robust standard errors in parentheses.
(b) Reports marginal effects of all explanatory variables.

* p < 0.1.
** p < 0.05.

*** p < 0.01.
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As the count data on corruption cases registered and investigated are strongly skewed to the right (with an accumulation
of observations at zero) and display significant over dispersion, with the variance being greater than the mean (see descrip-
tive statistics reported in Appendix B), I estimate the regressions employing the Negative Binomial estimator to the Poisson
estimator – which restricts the variance equal to the mean (Lawless, 1987; Cameron and Trivedi, 1998). Note that the ‘good-
ness-of-fit’ test supports using the Negative binomial over the Poisson estimation method. I employ state specific and year
specific fixed effects and heteroskedasticity consistent robust standard errors (Beck and Katz, 1995). It is noteworthy that
there exists sufficient variation among elections, with 38% of the all-state legislative elections being unscheduled elections
(62% therefore being scheduled elections) to employ fixed effects without any likely problems occurring.
4. Empirical results

4.1. Baseline results

Table 1 presents the baseline results capturing the effect of elections and the electoral cycle on corruption cases regis-
tered. Table 2 focuses exclusively on corruption cases under investigation. In Table 3, I examine how other political consid-
erations (such as swing state effect) affect an incumbent’s efforts to control corruption. As discussed, all the models are
estimated using negative binomial regression estimations and results in all the Tables report marginal effects. Beginning
with column 1 in Table 1, the results show that elections in general, though positive, have no statistically significant effect
on the number of corruption cases registered. However, when disaggregating the elections into scheduled and unscheduled, I
find a positive effect of scheduled elections in column 2, which is significantly different from zero at the 5% level. The mar-
ginal effects16 suggest that a scheduled election year, holding other controls at their mean, is associated with roughly eight
16 I use the margins command in STATA 12.0 to compute the marginal effects.
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Table 2
Elections and control of corruption (cases investigated).

(1) (2) (3) (4) (5) (6)

All elections (Vidhan sabha) 5.510
(1.33)

Scheduled elections (Vidhan sabha) 7.673 7.891 5.548
(1.45) (1.47) (0.98)

Unscheduled elections (Vidhan sabha) 1.209 2.256
(0.22) (0.39)

1-year from Vidhan sabha elections �4.954 �5.275
(1.34) (1.27)

2-years from Vidhan sabha elections �4.678
(1.14)

GDP in constant prices (log) 11.760** 11.681** 11.633** 11.748** 11.572** 11.453*

(2.00) (2.00) (2.02) (2.00) (1.98) (1.90)
State population (log) �37.340 �37.340 �37.218 �37.317 �36.337 �36.004

(0.84) (0.83) (0.85) (0.83) (0.81) (0.78)
Newspapers’ circulation per head (log) 2.170 2.106 2.207 2.107 2.197 1.685

(0.42) (0.40) (0.43) (0.40) (0.42) (0.32)
IPC cases per police �7.058** �7.315** �7.165** �7.226** �7.459** �7.705**

(2.10) (2.16) (2.14) (2.12) (2.22) (2.21)
Lokayukta Act 10.379** 10.226** 10.094** 10.221** 10.319** 10.753**

(2.16) (2.12) (2.14) (2.11) (2.16) (2.18)
INC ruling years �7.537 �7.610 �5.580 �7.884 �5.568 �7.343

(1.53) (1.53) (1.26) (1.56) (1.24) (1.45)
BJP ruling years �6.302 �5.911 �4.299 �6.301 �4.580 �6.069

(1.34) (1.28) (1.00) (1.33) (1.06) (1.29)
Left Front ruling years 12.757 13.591 14.735* 13.064 14.559* 13.223

(1.51) (1.61) (1.76) (1.54) (1.74) (1.55)
Regional parties ruling years �5.112 �5.193 �3.867 �5.398 �4.023 �5.208

(1.17) (1.19) (0.94) (1.21) (0.97) (1.16)

Wald chi2 4597*** 4655*** 4642*** 4659*** 4677*** 4679***

State fixed effects Yes Yes Yes Yes Yes Yes
Time dummies Yes Yes Yes Yes Yes Yes
Goodness-of-fit test 15,971*** 16,022*** 15,993*** 15,798*** 15,401*** 15,341***

Number of states 30 30 30 30 30 30
Total observations 595 595 595 595 595 595

Notes: (a) Robust standard errors in parentheses.
(b) Reports marginal effects of all explanatory variables.

* p < 0.1.
** p < 0.05.

*** p < 0.01.
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additional corruption cases being registered than in other years. On the other hand, in column 3 I find that unscheduled elec-
tions actually have a negative effect on corruption cases registered, which is significantly different from zero at the 1% level. The
negative significant effect of unscheduled elections actually reflect uncertainty due to a collapse of the incumbent government
paving way for fresh elections resulting in anti-corruption agencies going slow on registering corruption cases in that year. The
marginal effect suggest that eight corruption cases are less registered in an unscheduled election year compared to other years
in the sample period under study. These divergent results with respect to scheduled and unscheduled elections underline the
importance of distinguishing the effects between the two. These results support Hypothesis 1, i.e., unscheduled elections are
unanticipated while scheduled elections are fully anticipated events, thereby providing incentives for politicians to engage in
manipulative politics with the hope of influencing the election outcomes.

In column 4, I include both scheduled elections and unscheduled elections together. As can be seen, I still find a positive
and significant effect of scheduled elections and a negative effect for unscheduled elections. Controlling for unscheduled
elections, the marginal effects show that a scheduled election year is associated with roughly seven more corruption cases
being registered. In column 5, I include a per-scheduled election year dummy. As seen, a pre-scheduled election year is also
associated with an increase in corruption cases registered, which is significantly different from zero at the 10% level. As
scheduled elections draw closer, there is an increase in roughly six additional corruption cases being registered by anti-
corruption agencies. In column 6, I include two dummy variables capturing one-year and two-years prior to a scheduled
election year. As seen, the number of cases tends to increase steadily as a scheduled election year draws closer. While
two-years prior to a scheduled election remain statistically insignificant, one-year prior to scheduled election is still remains
positive and significantly different from zero at the 5% level. Note that the scheduled election year variable also remains posi-
tive and statistically significant at the 5% level. The marginal effects suggest that, roughly two additional cases are registered
when the incumbent is two-years prior to a scheduled election (although this remains statistically insignificant), six and nine
additional cases are registered when the incumbent is one-year prior to and in scheduled election year. These results are in
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Table 3
Elections and corruption cases in swing-states.

(1) (2) (3) (4)

Cases registered Cases investigated Cases registered Cases investigated

State scheduled elections in swing states 14.658** 9.407
(2.00) (1.15)

State scheduled elections in non-swing states 3.019 6.667
(0.79) (1.09)

State unscheduled elections in swing states �5.211 4.460
(1.20) (0.57)

State unscheduled elections in non-swing states �10.566** �1.524
(2.49) (0.21)

State GDP in constant prices (log) 12.004*** 11.794** 10.996** 11.962**

(2.59) (2.02) (2.45) (2.05)
Total population (log) 16.359 �36.705 16.956 �37.378

(0.71) (0.82) (0.74) (0.85)
Newspapers’ circulation per head (log) 6.448** 2.049 6.716** 2.267

(2.03) (0.39) (2.18) (0.44)
IPC cases per police �0.633 �7.332** �1.238 �7.182**

(0.25) (2.16) (0.48) (2.14)
Lokayukta Act (dummy) 2.756 10.318** 2.103 10.052**

(0.79) (2.13) (0.62) (2.12)
Indian National Congress ruling years (dummy) �11.931*** �7.684 �9.299** �5.789

(2.71) (1.54) (2.49) (1.28)
BJP ruling years (dummy) �6.339* �5.967 �3.437 �4.359

(1.83) (1.29) (1.16) (1.01)
Left Front ruling years (dummy) 6.316 13.549 8.245 14.376*

(1.17) (1.61) (1.64) (1.70)
Regional parties ruling years (dummy) 3.276 �5.208 4.984* �4.029

(1.14) (1.19) (1.80) (0.97)

Wald chi2 4623*** 5934*** 4688*** 5919***

State fixed effects Yes Yes Yes Yes
Time dummies Yes Yes Yes Yes
Goodness-of-fit test 16,012*** 16,827*** 15,890*** 16,717***

Number of states 30 30 30 30
Number of observations 595 595 595 595

Notes: (a) Robust standard errors in parentheses.
(b) Reports marginal effects of all explanatory variables.

* p < 0.1.
** p < 0.05.

*** p < 0.01.
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line with the second hypothesis that if there is some evidence of an electoral cycle, with respect to corruption cases regis-
tered, then the idea of strategic manipulation of anti-corruption policy to affect political outcomes is feasible.

In Table 2, the dependent variable is the number of corruption cases investigated by anti-corruption agencies in the
respective states. As one can see here, in column 1, I do not find any statistical significance for all state legislative elections
grouped together. The effects remain statistically insignificant when disaggregating the elections into scheduled and
unscheduled in separate models, reported in columns 2 and 3 (in Table 2). Though the effect of scheduled elections is posi-
tive, it remains statistically insignificant with a p-value of about 0.14. On the other hand, unscheduled elections also remain
statistically insignificant. In columns 4 when including scheduled and unscheduled elections together, I do not find any sig-
nificant effect for either of the elections. I introduce pre-scheduled election year dummies in columns 5 and 6 (of Table 2). As
can be seen here, there is no relationship between the pre-scheduled election years and the number of corruption cases
being investigated. These results on the investigation of corruption cases lend support to Hypothesis 2 which reflects two
issues: First, unlike corruption cases registered, investigations are a time consuming process and a lot depends not only
on the investigative mechanism of the respective state police forces, but also on the availability of efficient police infrastruc-
ture to finalize the investigation and send the case to a judiciary trial. Second, as mentioned earlier, it is also plausible that
the incumbent is only concerned with signaling his or her competence, i.e., by increasing arrests of people involved in cor-
ruption during the election period, and may not be actually interested in following up with investigation of these cases.

Before moving further, I discuss the findings on the control variables reported in both Tables. Interestingly, in both mod-
els, the control variables remain largely consistent. There is a positive relationship between the level of state GDP and control
of corruption (both cases registered and investigations). Holding other variables at their mean, a standard deviation increase
in the (logged) state GDP would result in 19 more cases being registered and 18 more cases being investigated, which is
about 11% and 7% of the standard deviation of cases registered and investigated respectively. This could be a reflection of
two things. First, in a developing country like India, richer states tend to attract a lot of corruption because of the sheer size
of economic activity. Second, it also plausible that rich states tend to spend more on police infrastructure which can
Please cite this article in press as: Vadlamannati, K.C. Fighting corruption or elections? The politics of anti-corruption policies in India: A
subnational study. Journal of Comparative Economics (2015), http://dx.doi.org/10.1016/j.jce.2015.01.002

http://dx.doi.org/10.1016/j.jce.2015.01.002


12 K.C. Vadlamannati / Journal of Comparative Economics xxx (2015) xxx–xxx
effectively reduce corruption. The findings on newspaper circulation are interesting. Although newspaper circulation has a
strong positive impact on corruption cases registered which is significantly different from zero at the 5% level, it remains
statistically insignificant with respect to investigation of cases. One reason for this could be that the media can play a posi-
tive role in unearthing the scams and scandals associated with corruption, which in turn puts pressure on state administra-
tion to act (Bjørnskov and Freytag, 2011). However, once these cases are reported, there is often no follow up by the media on
the investigations and trials.17

The findings related to police efficiency measures, i.e., the total number of criminal cases per policemen, are even more
interesting. It seems to have no effect on cases being registered, but there is a strong negative effect on cases being inves-
tigated which is significantly different from zero at the 5% level. Holding other variables at their mean, a standard deviation
increase in total criminal cases per policemen would mean nine less corruption cases being investigated, which is about 3% of
the standard deviation of total corruption cases investigated. Likewise, I also find that states which have the Lokayukta (state
Ombudsman) in place are associated with roughly 10 additional cases being investigated than states without it. However, it
has no significant effect on corruption cases registered. Finally, with respect to political variables, in line with popular per-
ception, no particular political party being in power is associated with either an increase in corruption cases registered or
investigated. The exception is the Left Front, which is associated with an increase in cases being registered. This effect
remains statistically insignificant when it comes to investigations, however. Prominent among other parties is the Indian
National Congress and its allies, which has a negative effect on corruption cases registered at the 5% level.
4.2. Results on other political considerations

In Table 3, I test if the evidence for elections on controlling corruption is robust to another political variable that has been
identified in the public choice literature as an important predictor of manipulative politics—the proportion of votes. Accord-
ingly, I introduce two dummy variables in columns 1 and 2, namely scheduled elections in a swing state, and scheduled elec-
tions in a non-swing state, in order to examine if incumbent governments target regions where the electoral race is tight or
safe. As can be seen from column 1, I find a strong positive effect of scheduled elections in a swing state on the number of
corruption cases registered, which is statistically significant at the 5% level. When estimating marginal effects, I find holding
control variables at their mean, that scheduled election years in swing states result in roughly 15 additional cases being reg-
istered in comparison to non-swing states (see column 1). Although positive, I do not find a statistically significant effect in
either swing or non-swing states for corruption cases under investigations (see column 2). In columns 3 and 4, I replicate
these results by replacing scheduled elections with unscheduled elections. I do not find any significant effect of unscheduled
elections on both corruption cases registered and investigated.18 These findings highlight that the effect of elections are sta-
tistically distinguishable between states which happen to be swing states, and those that are not. This also means that incum-
bent state governments target states where the electoral race is tight, instead of the safe states where the incumbent is expected
to do better.19 Once again, the control variables reported in Table 3 are consistent with the theoretical expectations.
4.3. Checks on robustness

I examine the robustness of the main findings in the following ways. First, I re-estimate the baseline regressions, varying
the set of main independent variables, i.e., the scheduled elections dummy. I generate a dummy if the scheduled elections in
a year occur after March, thus ignoring all the scheduled elections which would have occurred during January–March. It is
unreasonable to expect that a spike in the number of corruption cases registered would have occurred during the first two
months in a calendar year after which scheduled elections take place.20 Moreover, the elections code of conduct, which pro-
hibits incumbent politicians from using policy instruments for electoral gains, comes into play weeks after the announcement of
the election schedule by the Election Commission of India. I find that, in total, there are eight such scheduled election years
across all states. Re-estimating the baseline results without these scheduled election years yields almost identical results as
reported in Tables 1 and 2. In fact, the statistical significance of the scheduled elections dummy increased from 5% (as reported
in Table 1) to 1% level.

Second, I split the sample by years to exclude the first three years after the Prevention of Corruption Act came into being
in 1988. The idea behind excluding these first three years is to allow for state governments across the board to establish the
required anti-corruption bureaus to tackle corruption in their respective states. The new results do not depict any significant
17 Of course there are some exceptions, especially if the cases are associated with ministers or businessmen, and the nature and size of the corruption is large
and attracts public attention. For instance, the corruption cases associated with the Commonwealth Games and 2G telecom licenses, in which not just
businessmen were arrested, but also politicians – prominent among them a cabinet minister of telecom – were put behind bars, are prime examples of the
media following up with the investigation of cases associated with big ticket corruption.

18 These results remain the same even after controlling for swing state dummy in the models.
19 Note that interacting swing state dummy with scheduled elections dummy yields almost identical results, i.e. swing states conditional upon scheduled

elections witness more corruption cases being registered. However, the statistical significance drops from 5% as reported above to 10% level. The interaction
effects however remain statistically insignificant for corruption cases investigations.

20 Unfortunately, the NCRB does not provide monthly information on the number of corruption cases being registered and investigated by the respective state
anti-corruption agencies.
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change in the baseline results reported in Tables 1 and 2. Excluding another two years from the sample and the results are
not drastically different.

Third, following Brandt et al. (2000) and King (1988), I replicate the baseline results reported in Tables 1 and 2 using an
alternative estimate technique, namely a zero-inflated negative binomial method. Although it is true that there is over dis-
persion in the corruption cases data, it provides a good test for the robustness of my main findings as an alternative estima-
tion technique. The results from the zero-inflated negative binomial estimations do support the main findings. This apart, the
results also support the previous findings on electoral cycles associated with corruption cases registered.

Fourth, as an additional test for robustness, following Dreher and Gassebner (2008), I exclude the few observations with
extreme values reported in both corruption cases registered and investigated. Despite this, the baseline results are qualita-
tively unchanged, suggesting that the results are not driven by extreme values.

Fifth, I also added additional variables namely, total state government spending as a share of state GDP and police per
square meter (logged) in the baseline models. Controlling for these variables does not alter the main findings of the study.
This suggests that the main results are not just coming from more government spending near elections, including spending
on police that might lead to more corruption cases and prosecution.

Sixth, I also estimate the baseline models on corruption cases registered and investigated using the pooled OLS fixed
effects method. Both the dependent variables are logged.21 The main results remain robust to using OLS fixed effects models.
More specifically, scheduled election years are associated with an increase in registered corruption cases by 24% which is sig-
nificantly different from zero 10% level. It is noteworthy that the statistical significance of schedule elections has come down
from 5% to 10% in the OLS models. On the other hand, unscheduled elections remain statistically insignificant. None of the elec-
tion variables retain statistical significance in the corruption cases investigations. Note that estimating OLS fixed effects with
per-capita cases (logged) also yields identical results.

Seventh, I provide an alternative definition of swing-state by replacing victory margin of 5% in vote share with 3%. The
results still hold when replacing the 5% victory margin in terms of vote share with 3%. In a second alternative definition
of swing state, I code the value 1 if a scheduled election in a state where the incumbent’s seat share in the state legislative
assembly in the previous elections was under the range of 55–50% and 0 otherwise. This measure highlights whether the
incumbent was running either a coalition government or a mere majority government in the state legislative assembly.
The main results still remains robust to using both these alternative definitions of swing-state.

Eight, it is plausible that unscheduled elections might be endogenous to corruption cases registered and investigated,
especially if the incumbent chooses to call early elections. The issue is not trivial, because those who argue that the timing
of unscheduled elections are sudden and unanticipated also make causal claims that governance related issues might trigger
unscheduled elections. Also, controlling corruption in a state might be correlated with other omitted variables such as civic
associations, which I have not accounted for in the model. In order to deal with this problem, I use an instrumental variable
approach wherein I instrument for the endogenous unscheduled elections. The factors which cause unscheduled elections, as
argued by Khemani (2004), are numerous. These include imposing President’s rule, political instability and an incumbent
using the option of calling early elections. Keeping in mind these three factors, I use three instrumental variables. First, I
use a dummy coding the value 1 for a state if the incumbent party or the leading party of a coalition government, from which
the Chief Minister of the state i in year t comes from, belongs to the same party as that of the central government (or the
leading party of a coalition government), and 0 otherwise. It has been pointed out that the imposition of President’s rule,
either due to political volatility or law and order problems in states, is more likely in states where the ruling party is not
aligned with the center (Arulampalam et al., 2009; Khemani, 2004). Second, political volatility in a state is also associated
with fragile coalition governments or splits within the party. Several instances in Indian states viz., Arunachal Pradesh,
Assam, Goa, Haryana, Jharkhand, Karnataka, Uttar Pradesh, among others, point toward this. I dummy code a value 1 for state
i in year t if it is governed by a coalition government, and 0 otherwise, to capture political instability. Finally, incumbent gov-
ernments can call early elections based on macroeconomic conditions (Pluemper et al., 2008). Using economic variables
might violate the instrument exclusion restriction. I therefore use the seat share of the single largest party in the ruling gov-
ernment in the state legislative assembly. I expect incumbents whose seat share is below the threshold of a simple majority
(i.e., 51% of seats) have more incentive to call early elections compared to ‘survivors’ lasting a full five-year term.

The normal procedure in the next step would be to utilize the two-stage least squares (2SLS-IV hereafter) method. How-
ever, employing instrumental variables in non-linear models such as negative binomial may be problematic. I therefore
regress the endogenous variable – unscheduled elections – on the selected instruments using the conditional logit fixed
effects (which is the first stage regression). I then regress the dependent variables – number of corruption cases registered
and investigated – on the predicted the values of the endogenous variable from the first step along with the control variables
using negative binomial estimations (second stage regressions). In doing so, I correct for standard errors by bootstrapping
with 100 replications (Wooldridge, 2002). The 2SLS-IV estimations with fixed effects were employed to check the validity
of the instruments, which depends on two conditions. Firstly, the instruments must be correlated with the explanatory var-
iable in question – otherwise they have no power. The variables discussed above are expected to be correlated with the
endogenous variable. Secondly, the instruments should not vary systematically with the disturbance term in the second
stage equation, i.e., [xit|IVit] = 0. In other words, the instruments cannot have independent effects on the dependent variable.
21 I add 0.1 for observations with 0 value in both corruption cases registered and investigated before log.
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The validity of the instruments is checked by the Hansen J-test, and the null-hypothesis of exogeneity cannot be rejected at a
conventional level of significance.

After controlling for endogeneity associated with the unscheduled elections, using the predicted values generated from
the first stage regression remains statistically insignificant. It is interesting to note that in the baseline models the unsched-
uled elections was negative and significant at 5% level in column 3 of Table 1. After controlling for possible reverse feedback
effects, it becomes statistically insignificant. Thus, after controlling for possible endogeneity concerns, the impact of
unscheduled elections on both cases registered and investigated remains statistically insignificant.22 The results with respect
to the selected instruments in the first-stage analysis find that the coalition state governments dummy, and the seat share of the
single largest party in the state assembly, explain unscheduled elections which are significantly different from zero at the 5%
level, respectively.

Finally, to build further confidence in my results, I use randomization test in which I shuffle the scheduled election year
dates randomly. I then use this shuffled variable (in place of the observed variable) to re-estimate the model. I repeat the
randomization and estimations roughly over 1000 times which yield a reference distribution of Z-statistics. Note that the
observed Z-statistic from the baseline model is 2.44. So, by comparison if the observed Z-statistic is larger than 95% of
the simulated Z-statistics then the null hypothesis of no relationship between scheduled elections and corruption cases reg-
istered by anti-corruption agencies is rejected. The Fig. 4 demonstrates the reference distribution of over 1000 Z-statistics
that are obtained from the randomization test. The vertical reference line indicates the Z-statistic on the baseline model
(which is 2.44). As can be seen, more than 95% of the times I obtain results that are of lesser statistical significance than
in the baseline model. The robustness check results are not shown here due to brevity but are made available in online
appendix. In summary the results are robust to sample split, alternative specification, and testing procedures.
5. Conclusion

The idea that incumbent governments may manipulate fiscal and other economic policies in their bid to increase the
chances of re-election have been well documented in both developing and industrialized countries. However, almost all
the studies predominantly focus on macroeconomic policy outcomes. In this paper, I posit that policy manipulation to max-
imize the chances of re-election can also be associated with key governance related issues. Most relevant among these is the
policy on anti-corruption, which is widely seen as India’s most pressing governance problem today. This paper aims to
broaden the scope of enquiry and study empirically the effect of the timing of elections on incumbent governments’ efforts
to control corruption in India. Specifically, I use a new dataset to demonstrate empirically the effects of state legislative
assembly elections on the total number of corruption cases registered in that particular year, as well as the total number
of corruption cases under investigation by the respective states’ vigilance bureaus and anti-corruption agencies. Much of
what we know about the political influence on anti-corruption institutions to control corruption is based on anecdotal
evidence.
22 Note that these results remain the same when estimated using 2SLS-IV method. The joint F-statistics is about 13.3 (at 1% significance) and the Hansen J-
statistic remains statistically insignificant.

Please cite this article in press as: Vadlamannati, K.C. Fighting corruption or elections? The politics of anti-corruption policies in India: A
subnational study. Journal of Comparative Economics (2015), http://dx.doi.org/10.1016/j.jce.2015.01.002

http://dx.doi.org/10.1016/j.jce.2015.01.002


K.C. Vadlamannati / Journal of Comparative Economics xxx (2015) xxx–xxx 15
My findings are easily summarized. Using panel data on 30 Indian states during the 1988–2009 period, I find that sched-
uled elections are associated with an increase in the number of corruption cases registered by state anti-corruption agencies,
while unscheduled elections are not given that their timing is sudden and unanticipated. Though this is consistent with the
idea that an incumbent might exert greater effort in an election year to control corruption, the substantive impact is small. In
addition, I find that the cases registered by state anti-corruption agencies tend to increase marginally as a scheduled election
year draws closer. Furthermore, I find these effects to hold in ‘swing states’, where the margin of victory of the incumbent in
the previous election was tight. In terms of the number of corruption cases being investigated by anti-corruption agencies,
results show that scheduled elections have no impact.

Three main policy implications follow from these results. First, the results highlight that political budget cycles are not
restricted to economic and fiscal policies alone. Rather, such cycles are also associated with key governance related issues
such as the government policy on anti-corruption. If the effective provision of public goods shapes voters’ perception of gov-
ernments, then considering the control of corruption as a basic public good would provide incentives for incumbent politi-
cians to manipulate anti-corruption activities in the hope of influencing election outcomes. The results of this paper indicate
that closer attention should be paid to the supposedly widespread political manipulation of anti-corruption institutions in
the developing world. Second, the interesting and contrasting results related to corruption cases registered vis-à-vis inves-
tigated suggest that politicians do not display political will post elections to effectively combat the menace of corruption.
This also means that politicians, willingly or unwillingly, are unable to ensure a consistent level of effective policy enforce-
ment (through strengthening anti-corruption institutions and laws) to try preventing corruption during their tenure in
office. Manipulating anti-corruption agencies during elections for electoral gains has serious implications for anti-corruption
policy not just in India but across the developing world. The potential long-term effects could be politicization and weaken-
ing the very institution designed to tackle corruption. Finally, these findings highlight the need for strong, independent anti-
corruption institutions, both at national and state level in India, equipped with independent investigative and prosecution
powers and which are not merely advisory in nature: a move which has been advocated by several civil society groups.
The design of this system could seek to build on existing literature including enacting new and effective laws to protect
whistleblowers and incorporate a grievance redressal system, coupled with judiciary reforms, is also important because
the corrupt in India, as in other developing countries, face little deterrent due to long delays in prosecuting perpetrators
in court (Chemin, 2011).
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Appendix B. Descriptive statistics
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Number of Corruption cases registered
 103.983
 166.499
 0
 2598
 596

Number of Corruption cases investigated
 211.239
 284.143
 0
 1572
 595

State Scheduled Elections
 0.128
 0.335
 0
 1
 624

State Unscheduled Elections
 0.085
 0.279
 0
 1
 624

One-year prior to State Scheduled Elections
 0.171
 0.377
 0
 1
 624

Two-years prior to State Scheduled Elections
 0.183
 0.387
 0
 1
 624

State GDP in Constant Prices (log)
 10.139
 1.667
 6.31
 13.15
 639

Newspapers circulation per head (log)
 �1.284
 1.395
 �4.43
 1.26
 624

IPC Cases per Police
 1.899
 1.053
 0.2
 4.7
 623

Lokayukta Act (dummy)
 0.513
 0.500
 0
 1
 624

Indian National Congress ruling years (dummy)
 0.494
 0.500
 0
 1
 624

BJP ruling years (dummy)
 0.199
 0.399
 0
 1
 624

Left Front ruling years (dummy)
 0.093
 0.291
 0
 1
 624

Regional parties ruling years (dummy)
 0.375
 0.485
 0
 1
 624
Appendix C. Data definitions and sources
Variables
 Definitions and data sources
Corruption cases Registered
 Total number of corruption cases registered by state police, CBI corruption branch under
Prevention of Corruption Act, 1988 in state i in year t. The data was obtained from
various Annual reports on economic offences from National Crimes Records Bureau,
Government of India, New Delhi
Corruption cases Investigated
 Total number of corruption cases being investigated by state police and CBI corruption
branch under Prevention of Corruption Act, 1988 in state i in year t. The data was
obtained from various Annual reports on economic offences from National Crimes
Records Bureau, Government of India, New Delhi
Scheduled and Unscheduled
elections
Dummy coding if the state i in year t witnessed a scheduled election or unscheduled
election and 0 otherwise respectively. The data was obtained from various state
assembly election reports published by the Election Commission of India
Pre-scheduled election years
 Separate dummies coding the value of 1 if a state i in year t is one-year, two-years away
from an scheduled election and 0 otherwise. The data was own construction based on
the information published by Election Commission of India on various state legislative
assembly elections
State GDP (log)
 State GDP in 1993–1994 constant prices (Indian Rupees) from Reserve Bank of India

State Population (log)
 Total population count in each state sourced from government of India census

Newspapers’ circulation
 Total number of newspapers including English, Hindi and local languages circulation in

thousands per head in state i in year t obtained from Press Registrar of India

Lokayukta Act dummy
 Dummy coding whether a state has Lokayukta Act (Ombudsmen) in place and 0

otherwise. The data was own construction based on the information provided by
respective state governments
Political Parties in power
 Dummy coding whether a state is ruled by Indian National Congress, Bharatiya Janata
Party, Left Front and Regional Party and 0 otherwise respectively. The data was own
construction based on the information published by Election Commission of India
Total cases under
investigation per police
Total number of criminal cases (as per Indian Peneal Code – IPC) being investigated by
police as a share of total civil police force in state i in year t. The data was obtained from
various Annual reports on state-level police infrastructure from National Crimes
Records Bureau, Government of India, New Delhi
Appendix D. Supplementary material

Supplementary data associated with this article can be found, in the online version, at http://dx.doi.org/10.1016/j.jce.
2015.01.002.
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