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Reassessing the Trade-off Hypothesis:
How Misery Drives the Corruption Effect
on Presidential Approval

A vast number of economic and political analyses since the 1990s conclude that corruption is
a serious impediment to growth (Ades and Di Tella, 1999; Mauro, 1995). The persistence of
corruption in young democracies not only hampers their economic potential, but it undermines
trust in government and delegitimizes the very institutions that should uphold the rule of law
(Anderson and Tverdova, 2003; Chang and Chu, 2006; Della Porta, 2000; Seligson, 2002). Moreover,
corruption increases political alienation and discourages political participation, creating a fertile
ground for populist candidates who further weaken checks and balances to consolidate their hold
on power (Davis, 2004; McCann and Dominguez, 1998).

Yet, corruption has not only persisted and taken new forms, but politicians with a tarnished
reputation have been elected, and even re-elected, at the highest levels of government in several
countries. To add insult to injury, democratically-elected politicians who have championed reforms
with the goal of limiting opportunities for corruption often manipulated these reforms for personal
gain. Some of the most notorious cases have happened in Latin America, the region that we
investigate. For example, Carlos Menem (1989-99) was re-elected to a second term in Argentina
on a record of strong economic performance despite widespread allegations of corruption involving
him and high profile members of his administration. Much the same can be said about Brazilian
President Luiz Inicio Lula da Silva (2003-2010), who presided over a period of unprecedented
prosperity and won re-election despite a rash of scandals which forced out some of his closest
cabinet members.

Why do people support leaders that condone corruption? A recent media report on Argentina
expresses a widely-held view: “Social research confirms that there seems to be an ‘implicit contract’

of the Argentine people with their leaders which metaphorically says something like this: you
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give us jobs and consumption, and we tolerate your ‘dirty’ deals, but if benefits cease we will
listen to those who expose you”.! Indeed, research in the social sciences speaks of a “trade-off”
hypothesis according to which citizens might fail to hold governments accountable for corruption
when economic outcomes are positive (Kurer, 1993; Pereira, Melo and Figueiredo, 2009; Rundquist,
Strom and Peters, 1977).

We argue that inflation and unemployment, rather than poor economic growth, make citizens
wary of their government’s inability to curtail corruption. That is, we at best expect corruption
to drive down government approval in contexts of high inflation and unemployment. In a nutshell,
our expectation follows from knowledge that inflation affects everyone, whereas growth may have
a varied impact on different social strata. We also make an important methodological contribu-
tion. Previous work relies on respondents’ perceptions of corruption as predictors of vote choice
or government approval rather than on actual participation in corrupt acts. Such studies hold
perceptions to be genuine assessments of corruption, without grappling seriously with the notion
that perceptions may be tainted by partisan affiliation or sympathy for the government; in fact,
corruption perceptions may be endogenous to the very outcomes, like presidential approval, they
purport to explain. To overcome this problem we use corruption victimization measures which
minimize endogeneity bias produced by perception measurements (Gingerich, 2009; Seligson, 2002,
2006).

We base our analysis on 80+ surveys from the Latin American Public Opinion Project, which
provide consistently-worded questions over several years in most Latin American countries. Focus-
ing on countries with a shared history and similar developmental experiences yields unquestionable
advantages. Specifically, the understanding of what corruption means is likely to be more similar
in places like Peru or the Dominican Republic than in, say, Finland or Taiwan. Similarly, the fact
that all Latin American countries in our sample are presidential regimes reduces the possibility
of confounding because of extreme variations in “clarity of responsibility” for corruption (Powell
and Whitten, 1993; Tavits, 2007), which would be more worrisome if our sample were to include
parliamentary regimes.

The results are largely consistent with our hypotheses, but with a remarkable accent that makes

L«Does Cristina Ferndndez have time to combat the scourges of insecurity and inflation?”, Merco Press, Monday,

September 9, 2013.



us less pessimistic about the prospects of holding politicians accountable for corruption. Across a
variety of economic situations—from high to low growth, from full employment to massive unem-
ployment, and from stable to inflationary environments—citizens who experience corruption tend
to disapprove of their president’s performance. Contrary to a strong version of the trade-off hy-
pothesis, victims of corruption give presidents low marks even under conditions of macroeconomic
stability, high employment, and good economic growth. However, we uncover some evidence consis-
tent with a weaker version of the trade-off hypothesis: Though citizens that experience corruption
tend to chastise their presidents, they are much more likely to do so in situations of high inflation
and unemployment. Monetary instability and lack of employment opportunities, but not dismal
economic growth, are the catalyzers that turn citizens’ experiences of corruption into low rates of
presidential approval.

We develop our argument as follows. Section 1 frames our expectations regarding the conditional
effect of corruption victimization on presidential approval within established research programs.
Section 2 introduces the data on which we base our claims. We develop a multilevel model of
presidential approval that accounts for the characteristics of our data in Section 3, and in Section 4
we discuss our main findings. We conclude in Section 5 that Latin American respondents are more
sophisticated, demanding, and willing to hold presidents accountable for corruption than previously

thought.

1  Why would economic outcomes drive variation in the corruption effect?

According to the trade-off hypothesis, individuals that perceive and/or suffer corruption do not al-
low these perceptions and experiences to inform their attitudes toward incumbents, including levels
of presidential approval, which is the outcome we inspect. When they do, we refer to the existence
of a “corruption effect.” Our goal in this paper is to evaluate whether economic outcomes—
inflation, unemployment, growth—have an impact on the corruption effect. This requires that we
first summarize existing knowledge about the effect of corruption, on the one hand, and of economic
outcomes, on the other, on approval. Only then will we consider why the corruption effect might
itself be affected by economic outcomes.

Academic analyses that address the puzzle of citizen support for corrupt politicians are a recent



phenomenon. A few studies have tried to identify potential rationales behind this behavior. Two of
the most important rationales concern information—voters continue to support corrupt politicians
because they are ignorant of their corruption proclivities—and material gain—voters obtain tangible
policy benefits from incumbents and are willing to overlook their corruption proclivities, even when
these are known (Kurer, 2001; Golden, 2009). A number of empirical analyses of corruption build
on the information rationale. Looking at Brazil, for example, Pereira, Melo and Figueiredo (2009)
find that federal congressmen facing corruption charges are less likely to run for re-election, whereas
Ferraz and Finan (2008) discover that voters penalize incumbents when judicial investigations and
audit reports uncover corruption, particularly in electoral years. Two further case studies in Italy
(Chang, Golden and Hill, 2010) and Brazil (Winters and Weitz-Shapiro, 2013) using different
methodologies and research designs indicate that the availability of reliable information plays a
pivotal role in punishing corrupt incumbents.

Another stream of academic works on corruption stays close to the notion of policy benefits.
These contributions theorize that citizens decide whether or not to support an incumbent politician
based upon the performance of the economy or upon receiving material incentives; in other words,
these studies consider the possibility that economic outcomes affect government approval.? Avail-
able evidence, particularly in advanced democracies, certainly shows that governments are more
likely to be re-elected during good economic times while they are more likely to suffer electoral de-
feats in economic downturns (Kayser, 2009; Kayser and Wlezien, 2011; Kinder and Kiewiet, 1981;
Lewis-Beck, 1988). When it comes to the role of economic conditions and corruption assessments
in understanding incumbent support, Stokes (2001) explains the impeachment of Venezuelan Pres-
ident Carlos Andrés Pérez (1989-1993) on embezzlement charges by emphasizing his inability to
turn around the economy. On the contrary, Presidents Carlos Menem (1989-1999) in Argentina
and Alberto Fujimori (1990-2000) in Peru enjoyed considerable popular support for most of their
tenure despite mounting corruption allegations precisely because they succeeded most of all in
ending hyper-inflation, which had devastated both countries by the late 1980s.

At the cross-national level, Choi and Woo’s (2010) analysis of 115 developing countries also

2Along the rationale of support in exchange for direct material benefit, Winters and Weitz-Shapiro (2013) find
no evidence for a version of the trade-off hypothesis in which voters are expected to support corrupt politicians as

long as they benefit from private side-payments.



shows that corruption becomes an important and negative factor when the incumbent governments
are held responsible for poor economic performance. In a recent study covering a cross-section of
nineteen Latin American countries, Zechmeister and Zizumbo-Colunga (2013) find that economic
conditions mediate the effect of corruption perceptions on presidential approval. Their work un-
covers evidence that, at the individual level, presidential approval ratings are strongly affected by
the interaction between subnational economic conditions and perceived levels of corruption. As
a result, good economic conditions—proxied by the proportion of respondents within subnational
administrative units that report recent losses in household income—tend to make individuals more
tolerant of corruption, while bad economic conditions magnify the negative impact of corruption
perceptions. This finding is consistent with the trade-off logic, but its reliance on self-reported
measures of economic improvement aggregated at the subnational /regional level and on corruption
perceptions tends to exaggerate the magnitude of the trade-off effect.

The importance of presidential approval ratings as a measure of citizen control is similarly
well established in the literature. As Carlin, Love and Martinez-Gallardo (forthcoming) note,
presidential approval ratings serve as a form of executive accountability in off election years not
only in the United States (Gronke and Newman, 2003), but also in Latin America. In fact, there is
enough evidence to suggest that presidents across the region are sensitive to public opinion shifts
since sustained negative trends may bolster congressional opposition and defections within their
governing coalitions (Calvo, 2007). Moreover, ignoring approval rates may result in street riots
that force abrupt resignations from office, as has happened in Argentina, Brazil, and Ecuador
(Pérez Linan, 2007). There is also substantial evidence demonstrating the relationship between
corruption and presidential approval ratings. A number of studies find that corruption negatively
affects people’s evaluation of both political institutions and incumbent presidents (Canache and
Allison, 2005; Hochstetler, 2006; Pérez Linan, 2007).

Finally, the literature has documented over the past two decades an impact of inflation, unem-
ployment, and even economic growth on approval ratings and electoral outcomes, although there
is no consensus on which of these variables is most important (Lewis-Beck and Stegmaier, 2008;
Carlsen, 2000). Just looking at Latin America, Johnson and Ryu (2010) report that inflation, but
not growth, has a negative effect on presidential approval in Central America. Echegaray (2005)

comes to similar conclusions for Latin American elections as a whole, whereas Remmer (2003)



concludes that inflation and growth have a similar impact on electoral outcomes. At the oppo-
site side of the spectrum, Singer (2013) argues that, on balance, growth is paramount in shaping
electoral support over the long haul. In spite of these conflicting results, we do know that Latin
Americans hold their politicians accountable for the state of the economy (Gelineau, 2007) and
presidential approval ratings are particularly dependent on it (Carlin, Love and Martinez-Gallardo,
forthcoming).

We know, then, that macroeconomic outcomes affect presidential approval, and that a corrup-
tion effect also exists on presidential approval. We want to know, however, whether the corruption
effect on presidential approval varies in magnitude depending on economic conditions. We expect
inflation and unemployment to have a greater impact than economic growth on the size of the
corruption effect. To rationalize this expectation, consider the original justification behind Arthur
Okun’s celebrated misery index (misery = inflation rate + unemployment rate). The logic be-
hind this index is that inflation and unemployment are more accurate gauges of the impact of bad
economic conditions on the purchasing power of an average citizen. Inflation is a tax that affects
all citizens; more specifically, situations of high inflation are extremely disruptive, and ordinary
citizens have little capacity to protect themselves from its worst effects. By the same token, high
unemployment rates suggest that labor markets may be extremely tight, so that even those lucky
enough to be employed cannot easily search for better-paid jobs. The primacy of inflation and
unemployment as potential drivers of the corruption effect is also well documented in Powell and
Whitten’s (1993) clarity of responsibility thesis according to which citizens perceive both factors
to be under the control of the incumbent government.

Conversely, the effect of economic growth in shaping people’s evaluations is not straightforward
in an environment of capital mobility and trade openness. In the specific context of contemporary
Latin America, economic growth in many countries has recently been driven, as it was a century
ago, by a new boom in the export of commodities, which remains a trade shaped largely by
external conditions and well beyond government manipulations. Following this logic, some scholars
have argued that citizens are less likely to hold incumbents responsible for economic growth as
economies have become more interdependent due to globalization (Hellwig and Samuels, 2007).
We suggest that as globalization decouples economic growth from economic voting considerations,

it also diminishes the impact of economic growth on the corruption effect. We test in Section 3 the



proposition that inflation and unemployment, more so than economic growth, drives the corruption

effect in Latin America.
2 Presidential approval, corruption victimization, and economic outcomes

We base our analysis on information from 141,000+ respondents in eighty-three nationally represen-
tative AmericasBarometer surveys fielded in eighteen Latin American countries between 2004 and
2012, thus including between three and six available survey rounds for each country.? The outcome,
presidential approval, is an ordered categorical variable that captures respondents’ assessments of
the country’s current president on a five-point scale, from “very bad” to “very good”; in all cases,
the survey question identifies the current president by name.* The distributions of responses across
surveys are quite varied, though in general they are all unimodal, and in most cases the modal
qualification of the president’s job is “average.”®

The main individual-level predictor in our analysis is corruption victimization. As we noted

before, scholarly work typically employs questions on perceptions, rather than wvictimization, to

3The countries we consider are Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Dominican Republic,
Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay, and Venezuela.
Eighty-seven surveys are available to the public, and in parts of our analysis we include them all; however, we dropped
Brazil 2006, Ecuador 2004, Guatemala 2004, and Mexico 2004 from our main analysis because these surveys lacked
several crucial questions.

4Ttem M1 reads: “Speaking in general of the current administration, how would you rate the job performance of
President NAME CURRENT PRESIDENT?” Thus, respondents know which president they ought to assess even
where presidential elections may have occurred recently. Naturally, the surveys were collected at various times with
respect to a country’s presidential election calendar, which means that some respondents have had a longer time to
form an opinion of the sitting president. We do not expect these varying “lead” times to systematically correlate
with the economic variables whose impact we want to assess (presidential elections are, after all, exogenously timed),
but they may well affect respondents’ propensities to approve of the president, which is why we include random
cutpoints in our models. In two surveys—the 2010 rounds in Chile and Uruguay—an additional item (Mla) includes
an approval question for outgoing Presidents Bachelet and Vazquez, and in Costa Rica 2006 M1 explicitly refers to
“the past government of President Pacheco.” To ensure consistency, we use M1 as the outcome variable across all
surveys.

5An online appendix contains question wording, summary statistics, rates of missingness for all indicators, and a

host of complementary analyses.



Figure 1: Rates of bureaucratic corruption victimization as a predictor of Transparency Interna-
tional’s corruption perceptions index scores in 83 LAPOP surveys
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gauge the incidence of corruption in a country. In fact, the surveys we use include a question that
asks respondents whether they perceive corruption among public officials to be common (item EXC7).
We do not find much fault with perception measures when they are aggregated at the country level,
as in fact country-level measures of corruption tend to show strong correlations across different
datasets. However, considering corruption perceptions as a predictor of presidential approval at
the individual level is problematic, since respondents are likely to develop and/or rationalize both
attitudes simultaneously. In other words, there is a risk of tautology in that individuals may
disapprove of their government because they perceive corruption, but declare high perceptions of
corruption because they disapprove of their government. This endogeneity bias might yield grossly

exaggerated estimates of the effect of corruption.b

5We have in fact estimated a variety of models using the indicator of corruption perceptions instead of corruption
victimization; invariably, estimated effects are much larger when we use corruption perceptions, which is consistent
with our speculation that perception reports are at least partly driven by presidential approval. For a review of the
literature on the endogenity issue, particularly focusing on economic perceptions, see Kayser and Wlezien (2011). On
endogeneity and measures of corruption perceptions see Seligson (2006). Evidence of endogeneity, on the one hand,

obtains from the fact that corruption perceptions tend to correlate with perceptions about government performance



To lessen this concern, we inspected a variety of corruption victimization items in the Americas-
Barometer surveys. Seligson (2006) grounds the use of corruption victimization on the sociological
literature on crime victimization and argues that corruption victimization items are less likely to
suffer from these obvious endogeneity concerns, while simultaneously recognizing that such con-
cerns cannot be entirely eliminated.” Several survey questions elicit reports on bribe solicitation
in exchange for services offered by municipalities, public hospitals, and court systems, but many
of these questions are asked inconsistently throughout surveys or inquire about very specific be-
haviors that respondents may or may not tie to presidential competence.® We thus limited our
inquiry to one item that questions whether public employees (empleados piblicos) have attempted
to extort a bribe from the respondent (EXC6).” We call this bureaucratic corruption and use it as
an indicator of victimization because this is a behavior that respondents are likely to trace back to
high echelons of government. The bureaucratic corruption indicator has prima facie validity as a
measure of the incidence of corruption. To see this, we plot Transparency International’s Corrup-
tion Perceptions Index against the percentage of respondents in each survey that report extortion

attempts by bureaucrats in Figure 1.19 There is a positive correlation between rates of bureau-

on human rights, inflation, jobs, or access to public services (Abramo 2008, Rose and Mishler 2007, Klasnja, Tucker
and Deegan-Krause 2012). On the other hand, Tverdova (2011) and Morris (2008) find that mass perceptions of
corruption closely track elite evaluations of corruption, which presumably are less affected by presidential approval.

"See Klasnja, Tucker and Deegan-Krause (2012) and Morris (2008) for discussions on the link between corruption
perceptions and victimization. We have inspected survey-specific corruption victimization rates and established that
they do not vary drastically within countries (though naturally they vary a bit more in countries where the average
corruption victimization rate is high), even when the individual-level effect of corruption victimization varies dras-
tically within countries, as we show in Figure 2. Furthermore, none of the indicators of economic activity that we
analyze—unemployment, inflation, growth—are statistically significant predictors of cross-survey corruption victim-
ization, but they are good predictors of corruption perceptions. Though true exogeneity would require randomized
assignment of respondents to various corruption victimization conditions, this evidence is consistent with Seligson’s
(2006) view that the corruption victimization items are less likely to produce inflated estimates of corruption effects.

8For example, police corruption wvictimization likely elicits responses about local-level police officers (Klasnja,
Tucker and Deegan-Krause 2012, Morris 2008).

9This dummy indicator is coded 1 when the respondent reports a bribe solicitation during the twelve months
prior to the interview.

0Tyansparency International’s CPI is a measure at the country-level that aggregates information from various



Figure 2: Unpooled and partially-pooled coefficients of corruption victimization in 83 surveys of
Latin American citizens (these coefficients summarize the effect of victimization on respondents’
proclivities to approve of the president). Unpooled coefficients are estimated in 83 ordered probit
models of presidential approval in as many country-year surveys. Partially-pooled coefficients are
from Model 3 (Table 1). All models control for respondent’s vote choice in the previous election
(anti-incumbent, pro-incumbent, or abstention), left-right self-placement, income, education, age,

gender, and urban/rural environment.
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cratic corruption and CPI (0.44), though there is ample variation in bureaucratic victimization
among countries with high corruption scores. In our sample, the average bureaucratic corruption
report rate is about 6% (£4%), with a maximum rate of 20.5% observed in the Guatemala 2004
survey. Our task is not to determine whether victims of bureaucratic corruption disapprove of their
presidents unconditionally, but how their disapproval varies under positive and negative economic
conditions.!!

We control for a set of individual-level covariates that are likely to determine both corruption

victimization and presidential approval. We include a standard battery of socio-economic status in-

surveys among experts, business organizations, and citizens.

HThere might be some concern that our results rest on a relatively small number of respondents that report
corruption victimization. To assuage this concern, we estimated alternative individual-level models using (i) reports
of police bribe attempts, (ii) an additive index of reports of bureaucratic and police bribe attempts, and (iii) an
either/or index of reports of bureaucratic and police bribe attempts (see Appendix). Especially with (ii) and (iii),
the number of respondents reporting corruption more than doubles; however, estimates of the effect of corruption
victimization on presidential approval remain similar across indices. Other victimization items are not always included

in all LAPOP surveys, limiting our attempts to construct alternative indices.
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dicators (age, education, gender, self-reported income, urban/rural environment) based on previous
findings that these might determine the chances of experiencing corruption while simultaneously
driving presidential approval proclivities (Canache and Allison, 2005; Seligson, 2006; Golden, 2009).
We also include items that capture the political position of the respondent vis-a-vis the government.
Among the latter, we consider self-reported ideological placement on the left-right continuum and
the respondent’s vote in the previous election (pro-, anti-incumbent, or abstention), since we know
that citizens that report voting for a losing presidential candidate are likely to express disapproval
of the current government and will also be more likely to perceive widespread corruption and per-
haps exaggerate the incidence of bribe solicitations (Davis, Camp and Coleman, 2004; Anderson
and Tverdova, 2003).12

Before introducing our survey-level indicators and modeling strategy, we emphasize the im-
portance of estimating the effects of corruption in a multilevel model that can cope with causal
heterogeneity across countries and throughout time. Causal heterogeneity is readily apparent when
we gauge the association between corruption victimization and presidential approval across sur-
veys. Figure 2a displays unpooled estimates of the corruption victimization coefficients from or-
dered probit models of presidential approval based on 83 surveys in which we also control for the
individual-level confounders identified above. As is obvious from this display, the effects of corrup-
tion perceptions on presidential approval vary dramatically: for example, they take large negative
values in Brazil 2006 or Venezuela 2008—suggesting that respondents that report bureaucratic
bribe attempts are very likely to offer scathing appraisals of the president—but we also see null
effects in about one-half of country-year datasets. The grey horizontal bar is a 95% confidence
interval of the naive complete-pooling estimate of the effect of corruption victimization on presi-
dential approval (—0.05 £ 0.003). Because these models are based on standardized predictors, the
deleterious effect on presidential approval of suffering corruption is not —0.05, but actually larger:

compared to an individual that does not suffer corruption, a corruption victim is expected to drop

2Tn our original specifications, we also included the respondent’s opinion on the recent performance of the national
economy as a predictor, based on Anderson’s (2007) analysis of retrospective sociotropic appraisals of the economy.
We omitted this variable because we suspect it is endogenous to approval (cf. Erikson 2004, Evans and Andersen

2006, Palmer and Duch 2001). Our results, however, do not depend on the omission or inclusion of this covariate.
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13 Were we to make

2 (out of 5) points in her approval of the president in the average survey.
inferences based on the complete-pooling estimate, we would likely conclude that corruption and
presidential approval are inversely related everywhere. Yet, as the trade-off hypothesis suggests
and Figure 2a corroborates, we neither expect nor do we witness corruption victimization driving
presidential approval downward in every single country.!?

We have established that the effects of corruption victimization on presidential approval vary
across surveys. We now turn to whether a trade-off logic can account for this variation. To
do this, we need to include indicators of economic performance—along with level of economic
development and other controls—at the survey level. As indicators of economic performance we
consider economic growth, inflation (log scale), and unemployment.!?

Figure 3 shows the economic paths of Argentina, Mexico, Peru, and Venezuela during the period
under inspection, along with the average experience of growth, employment, and inflation in the
region. In general terms, the period that we inspect includes all sorts of economic experiences:
from very high growth rates (7.29% in Venezuela 2004) to severe recession (—2.68% in Mexico

2009), from extremely low rates of inflation (0.2% in Panama 2004) to episodes of hyperinflation

(51.5% in the Dominican Republic in 2004), and from low to high unemployment (3.9% to 18.4%

BPredictors are standardized in all of our models to aid the process of estimation through maximum likelihood
and MCMC later on. The coefficient estimate implies that a standard deviation change in corruption victimization is
associated with a half-point decrease in presidential approval (in these models, presidential approval is not considered
an ordered category, but a continuous variable with values 1, 2, 3, 4, 5; we model this outcome appropriately below).

1 All of our inferences are based on models estimated on multiply-imputed (MI) datasets. We used the method
of multivariate imputation by chained equations (Van Buuren and Groothuis-Oudshoorn 2011), using the outcome
variable and all right-hand side covariates at the individual level as predictors of missing values. We combine estimates
from MI datasets using Rubin’s rule (Rubin 1987). Descriptive statistics for listwise-deleted and multiply-imputed
datasets are in the online appendix, along with alternative models based on listwise-deleted data.

50ur economic indicators are from the Penn World Tables (Heston, Summers and Aten, 2011) (GDP per capita),
World Bank’s World Development Indicators (GDP per capita growth through 2012 and unemployment through
2011), the IMF-World Economic Outlook (unemployment through 2012), the Economic Council on Latin America
(unemployment through 2012), and the Inter-American Development Bank (inflation through 2012). Please note that
unemployment rates for 2012 are based on estimates from the IMF and the ECLA. In simpler preliminary models
we used contemporaneous values of inflation, unemployment, and growth; in the models we report we use averages of

these figures including the year in which the survey is administered and the immediately-preceding year.
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in Honduras 2008 and Dominican Republic 2005, respectively).!6 At the same time, we cannot
exaggerate the extent of variation in economic circumstances during this period. After all, Figure 3
shows that there are tightly coupled co-movements in the series, especially around the period of
global recession in 2008-2009 when a trough in economic growth coincided with a peak in inflation
and unemployment across countries. Equally important, the paths of economic growth across
countries tend to correlate; to wit, the paths of unemployment in Argentina, Peru, and Mexico in
Figure 3 tend to stay close to the regional unemployment average. With 83 surveys, however, we
anticipate that these correlated series will still furnish enough information to estimate the effects

of macro-economic variables with some precision.

3 Modeling causal heterogeneity across surveys

Our research strategy calls for the analysis of the impact of corruption victimization on presidential
approval; our conjecture is, however, that these effects are conditional on country-level economic
performance. In this section, we employ multilevel specifications (i) that appropriately capture the
varying impact of country-level covariates on individual-level attitudes toward corruption and gov-
ernment and (ii) that prevent overconfidence in estimates of uncertainty (i.e., we avoid fictitiously
narrow standard errors on country-level covariates). The factors that arguably impinge on the
effect of corruption victimization on presidential approval vary at both the individual and survey
(country-year) levels. The strategy that optimally exploits this information structure is estimation
of a partially-pooling model where observations at the individual level are nested within surveys
(Gelman et al., 2004; Raudenbush and Bryk, 2002; Steenbergen and Jones, 2002).

We start with an appropriate specification for the observed ordered categories of presidential
approval, our outcome indicator (approval., is the approval response of respondent r in survey
s). We assume that a latent continuous variable y, in combination with a set of cutpoints 7;

determines whether the respondent will choose category j (where j is one of five categories from

16We need to clarify that unemployment rates in Latin America refer for the most part to the urban “formal”
sector of the economy, which excludes a proportion of the self-employed economically-active population that does not
directly pay taxes or receive transfers from the state. The size of the “informal sector” varies across countries, and
we have not found a good way of proxying for this varying size. We use these figures because we think they provide

visible signals of how tight labor markets, formal or informal, might be at any given point in time.
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“very bad” to “very good”), as shown in Equation 1:

(very bad  if Yrs < Tis
bad it T < yry < Tos
approval,, = ¢ average if 795 < yrs < T3s (1)
good if 35 < yry < Tus
very good if 74 <yl

The survey-specific cutpoints 7,; capture the notion that individuals with similar characteristics
(i.e., identical values of individual-level variables) may nonetheless evaluate presidents differently
in different surveys. In other words, the cutpoints “soak up” the effect on presidential approval of
survey-specific factors that are not explicitly controlled in the model, such as the amount of time
that the president has been in power.

The second step links the latent variable v, to a series of individual-level covariates, as shown
in Equation 2:

Yrs = Qs + 05 - corruption victimization,, + X508, + Zysy (2)

Equation 2 differs from more conventional descriptions of ordered probit models in including a
survey-specific intercept cs.!” Covariates X, observed at the individual level have unmodeled ran-
dom coefficients B, that vary across surveys, whereas covariates Z,, also observed at the individual
level, have fixed coeflicients v. To determine whether individual-level covariates should be modeled
with random or fixed parameters (i.e., whether they belong in X or Z), we first considered variation
in the unpooled coefficient estimates of each individual level covariate (much as we do in Figure 2a
for the unpooled coefficient estimates of corruption victimization). After determining that there
was only minimal cross-survey variation in some of the unpooled coefficients, we substituted them
for fixed effects in the final model specifications. Covariates with fixed effects include education,

age, gender, and urban/rural environment. Covariates with random effects include a respondent’s

"Note that to achieve identification, we add a sum-to-constant constraint on the four survey-specific 7,; parame-
ters. We do this by imposing a prior distribution on 7,; by which these parameters are “centered” around each ag,
but with wide a priori variance. The result is that the cutpoints are entirely identified by the numbers of individuals
within each country that fall within the five different response categories, and not by information from the survey-level

covariates.

15



previous vote choice (anti-incumbent or pro-incumbent, with abstention as the baseline category),
left-right self-placement, and income.

The multilevel setup is essential to test our hypotheses, since these concern the capacity of
inflation, unemployment, and growth to predict the magnitude of random coefficients d5 in Equa-
tion 2. These coefficients measure the effect of corruption victimization on an individual’s latent
propensity to approve of the government. We make coefficients d; and intercepts a a function of

survey-level economic conditions E and control covariates W, as seen in Equations 3 and 4.

6s =0p +Es0 + WA + 02 (3)

Qs = CO + Esc + Wip + O-gz (4)

Our hypotheses about trade-off effects require us to consider parameters 8 intently; these pa-
rameters capture how the effects of corruption victimization vary under different values of growth,
unemployment, and inflation. Negative effects of inflation and unemployment (6 < 0) and positive

effects of growth (0 > 0) would be consistent with a trade-off logic.'®

18We estimate the effect of individual- and survey-level covariates on presidential approval in a framework of
“modeled varying intercept, modeled varying slopes” (Gelman and Hill 2007). The “random effects” specification
takes advantage of within-survey and cross-survey variation to estimate the conditional impact of corruption on
approval, but may suffer from “heterogeneity bias.” To eliminate such bias, we follow Mundlak’s advice of including
survey-specific means of individual-level covariates—i.e., W—at the survey-level (Mundlak 1978, Bell and Jones 2012).
We estimate the model in a Bayesian framework, since this framework guarantees full propagation of estimation
uncertainty into all parameters. Moreover, Bayesian estimates of uncertainty tend to be more conservative than
ML estimates (Raudenbush and Bryk (2002, ch. 13); Stegmueller (2013)). We stipulate conjugate uninformative
multivariate normal distributions for parameters 6, ¢, «, 3, 7, and 7, and uniform distributions on the range [0,50]
for 02 and o%. Ten Markov chains were run for each model for five multiply-imputed datasets (that is, two chains
of about 20K iterations thinned every tenth scan for each imputed dataset; see fn. 14). We explored posterior
distributions graphically and statistically (using Gelman-Rubin’s R statistic) for evidence of non-convergence. The

online appendix contains the Jags code for this model.
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Table 1: Multilevel ordered probit models of presidential approval. Estimates are mean and stan-
dard deviation of parameter posterior distributions. Models predict 50.3% of individual responses;
the proportional reduction of error statistic for these models is about 0.12 (see fn. 19). Fixed effects
estimates are: 0.02+0.01 for education, —0.01+0.01 for age and gender, and 0.026 +0.01 for urban.

Model 1 Model 2 Model 3
Parameter Mean SD Mean SD Mean SD
Predictors of corruption random effect (6 and \)
Intercept —0.076  0.009 —0.076  0.009 —0.076  0.010
GDP —0.007 0.015 —0.008 0.015 —0.009 0.016
Unemployment —0.021 0.012
Inflation —0.015 0.009 —0.020 0.010
Misery —0.023 0.011
Growth —0.002 0.010
Corruption (mean) 0.023  0.009 0.026  0.009 0.029 0.010
Antincumbent (mean) —0.022 0.010 —0.022 0.010 —0.022 0.010
Proincumbent (mean) —0.004 0.010 —0.004 0.010 —0.004 0.010
Ideology (mean) 0.000 0.010 0.005 0.010 0.009 0.012
Income (mean) —0.009 0.010 —0.010 0.010 —0.011 0.011
Education (mean) 0.015 0.013 0.011 0.013 0.012 0.014
Age (mean) —0.013 0.015 —0.013 0.015 —0.012 0.015
Women (mean) 0.022 0.011 0.022 0.011 0.022 0.011
Urban (mean) —0.008 0.016 —0.019  0.016 —0.024 0.018
o} 0.053  0.009 0.051 0.010 0.054  0.009

Predictors of random intercept (¢ and p)

Intercept 0.328 0.064 0.328  0.065 0.328 0.063
GDP —0.067 0.120 —0.084 0.121 -0.102 0.115
Unemployment —0.012 0.088
Inflation —0.165 0.068 —-0.162  0.070
Misery —0.176  0.077

Growth —0.147 0.068
Corruption (mean) —0.035 0.078 —0.008 0.078 —0.048 0.082
Antincumbent (mean) —0.293 0.079 —0.301 0.076 —0.273  0.075
Proincumbent (mean) 0.231 0.073 0.227  0.073 0.225 0.071
Ideology (mean) 0.059 0.074 0.104 0.073 0.086  0.080
Income (mean) —0.036  0.073 —0.051 0.074 —0.029 0.073
Education (mean) —0.071  0.092 —0.082 0.094 —0.030  0.097
Age (mean) 0.092 0.109 0.108 0.107 0.115 0.106
Women (mean) —0.097 0.081 —0.104 0.081 —0.114 0.080
Urban (mean) —0.188 0.113 —0.252 0.124 —-0.214 0.131
a2 0.580 0.051 0.579  0.051 0.566  0.052

Random effects (3)

Anti-incumbent —0.228 0.022 —0.228 0.023 —0.228 0.023
Pro-incumbent 0.384 0.024 0.385 0.024 0.384 0.024
Ideology (L1) 0.063  0.030 0.062  0.030 0.062 0.030
Income (Q10) 0.024 0.017 0.023 0.018 0.024 0.017
Survey-level variance parameters

Anti-incumbent 0.192 0.017 0.193 0.017 0.192 0.017
Pro-incumbent 0.208 0.018 0.208 0.018 0.208 0.018
Ideology (L1) 0.266  0.022 0.266  0.022 0.266  0.022

Income (Q10) 0.141 0.014 0.141 0.014 0.141 0.014




4 Results

Table 1 presents summary results of three models based on different combinations of macroeconomic
indicators. Because estimation of Bayesian models based on such a large amount of data is extremely
time-intensive, we selected combinations of macroeconomic indicators that we expected to be good
predictors of the “corruption effect.”

The models in Table 1 reveal interesting patterns about how Latin American citizens with differ-
ent socio-economic and ideological characteristics evaluate their presidents under varying economic
circumstances. Though a full evaluation of all ancillary results is beyond the scope of this paper,
the accompanying online appendix includes a variety of graphical summaries of these patterns. In
this section, we focus exclusively on how corruption victimization affects respondents’ views of the
government. More importantly, we discuss how the effects of corruption on presidential approval
vary under different economic conditions.

For this purpose, consider the estimates of the “corruption effect” (d5), which depends on 6 and
A (Equation 3). Estimates of these parameters appear in the first few rows of Table 1. The intercept
estimate (first row) confirms that the average effect of corruption victimization on presidential

approval is negative across surveys (—0.08 + 0.01). For example, Model 1 suggests that at mean

levels of all survey-level controls, a corruption victim will decrease her average propensity to approve

9We address issues of model fit in several ways. First, we estimated simpler models without random country-
specific cutpoints and/or random covariate effects on much smaller training samples. The deviance statistic for our
complete models (around 11,240) suggested a much-improved fit over simpler models including random cutpoints
(12,328), which in turn improved markedly over models with completely-pooled cutpoints (13,380). Second, by
allowing partially-pooled cutpoints we obtain a very good fit, at the aggregate level, between predicted frequency of
responses to presidential approval and observed frequencies. For example, predicted frequencies for the five presidential
approval responses based on Model 1 are 0.056, 0.121, 0.440, 0.310, and 0.073, compared to observed frequencies of
0.057, 0.120, 0.439, 0.311, and 0.074. Third, we report a proportion of correct predictions in each model (% correct).
For each observation, the predicted value of presidential approval is the category with largest predicted probability,
and the proportion of correct predictions simply tallies how often this predicted value coincides with the observed
value. Fourth, because the modal response (“average” presidential approval) is selected quite often, we also present a
proportional reduction of error statistic that conveys improvement of our predictions over a demanding baseline that
uses the modal response to predict all values. The naive prediction that all respondents will assess the president as
average would be correct about 44% of the time. Our models improve on this demanding baseline, as suggested by

proportional reduction of error statistics that hover around 0.12.
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Figure 4: Predictors of the effect of corruption victimization on presidential approval. Estimates
are 80% and 95% credible intervals based on the posterior distribution of parameters in Model 3.
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of the government (y* in Equation 2) by about 0.31—to gauge the relative size of this impact,
consider that the standard deviation of estimated latent propensities hovers around 0.6.2° The
heterogeneous effect of corruption victimization we had observed in Figure 2a is still conspicuous
in the partially-pooled model, as witnessed by the estimates of the corruption victimization effect
shown in Figure 2b (these estimates are from Model 1). Compared to the unpooled estimates
of Figure 2a, the partially-pooled estimates suggest that a “corruption effect” exists in a larger
number of surveys. The estimate of 02 (= 0.05 £ 0.01) captures variation in the partially-pooled
effects.

We have established that individuals that experience corruption are prone to have more negative
views of the government, but also that the size of this effect varies across surveys. The question
now is whether cross-survey variation in the size of these effects is driven by economic factors—
inflation, unemployment, growth—after controlling for survey-level confounders. We provide in
Figure 4 a graphical representation of the effects of all survey-level covariates on random intercepts
and random coefficients (these estimates are all from Model 3). Recall that coefficient estimates
in Figure 4a capture the direct effect of survey-level indicators on presidential approval, whereas
the estimates in Figure 4b relay the impact of survey-level indicators on the “corruption effect.”
For example, respondents that voted pro-incumbent are more likely to approve of the president
(the estimate of pro-incumbent in Figure 4a is positive and bounded away from zero), but they
are neither more nor less likely to disapprove of the president if they are corruption victims (the
corresponding estimate in Figure 4b straddles zero).

We focus on Model 3 to comment on the estimated effects of inflation, unemployment, and
growth. The picture that emerges for inflation is in principle consistent with the trade-off hypoth-
esis: as can be seen in Figure 4b, the 95% credible interval for the inflation coefficient is negative.
This estimate implies that citizens that have experienced corruption at the hands of bureaucrats
are more likely to award worse grades to their presidents under conditions of high inflation than

under conditions of price stability. Alternatively, Latin American citizens tend to be more forgiving

20A11 covariates at both individual and survey levels are standardized. The average negative effect in Figure 2b
appears to be larger (—0.08 vs —0.05) than the complete-pooling estimate depicted by the gray bar in Figure 2a, but
consider that the partially-pooling estimate is based on a model that appropriately captures the ordered-categorical

nature of the outcome variable.
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of corruption as long as the government maintains a stable macroeconomic environment.

To build a better intuition for the substantive magnitude of this effect, the first plot in Fig-
ure 5 displays the expected impact of inflation (log scale) on the corruption effect, laid over the
distribution of partially-pooled survey-specific effects.?!’ We confirm that in countries undergoing
processes of high inflation, respondents that experience corruption are much more likely to express
disapproval of the president than in countries with monetary stability. We hasten to add that this
estimated effect obtains after controlling for survey-level and individual-level confounders. For ex-
ample, compare a citizen that has experienced bureaucratic bribery in two different countries, one
with a low inflation rate (2.7%, which corresponds to 1 in the log scale, as in Panama 2006), and
one with a severe inflationary problem (20.1%, about 3 in the log scale, as in Venezuela 2008). The
expected change in the underlying propensity to approve government performance would then be
about 0.09 (£0.05), or about two-fifths of the standard deviation of corruption effects across surveys
(05 = 0.23) and slightly more than one-tenth of the standard deviation of the latent propensity to
approve the president (SD(7*) = 0.6). We would not characterize this latter effect as colossal, but
it definitely leads to conspicuous shifts in the president’s approval numbers.??

The point estimate of the effect of unemployment in Model 3 is also negative, but the 95%
credible interval for this parameter straddles zero. To place this result in perspective, consider
unemployment rates in El Salvador 2012 (5.7%) and Colombia 2008 (11.3%), which roughly cor-
respond to the 25" and 75" sample percentiles. The propensity of an average respondent to
disapprove of the president would be about 0.04 & 0.025 lower in Colombia than in El Salvador.
This is a relatively small effect (a bit over one-twentieth of the standard deviation of y*) and
is estimated less precisely. We also consider the possibility that the high rates of both inflation
and unemployment drive the corruption effect downwards. To test this proposition, we substitute

Okun’s misery index for inflation and unemployment in Model 2. The misery index is simply the

21To build these plots, we sample directly from the joint posterior distribution of parameters, thus appropriately
accounting for uncertainty in, and patterns of correlation among, coefficient estimates. All other variables are held
at mean sample values.

22This indirect effect of inflation on presidential approval is complemented by the direct effect displayed in Fig-
ure 4a. Regardless of whether they are corruption victims or not, citizens of countries with high inflation rates are

more likely to disapprove of the president than citizens in countries with low inflation rates.
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Figure 5: Predictors of the effect of corruption victimization on presidential approval conditional

on inflation and unemployment.

effects form Model 3. Predictors are standardized.
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sum of the rates of inflation and unemployment for each of our observations. As can be seen in
Table 1, combining inflation and unemployment into a single misery index yields larger estimates
of the effects of macroeconomic conditions. The direct effect of misery on presidential approval is
—0.176 £ 0.08, and the effect of misery on the corruption effect is —0.023 + 0.011. This effect is
slightly larger than the inflation effect detected in Model 3.

Venezuela’s inflation rate over the period 2006-2010 is higher than the recent modal experience
in Latin America, as can be gleaned from Figure 5.22 One concern is that Venezuela’s observations
may be outliers that drive the impact of economic outcomes on the corruption effect. In general,
Venezuela’s observations are not particularly leveraged. In fact, when we consider the values of
survey-level indicators, only Venezuela 2010 among the four observations from that country has a
high degree of leverage; three other observations (Brazil 2012, Chile 2012, and Guatemala 2004 )
have similarly large degrees of leverage.?*

Be this as it may, we have re-estimated Models 2 and 3 on a sample that excludes all Venezuelan
surveys, not just the one with high leverage. Table 2 displays these new estimates of the effects of
inflation, unemployment, growth, and misery on the size of the corruption effect. Excluding obser-
vations from Venezuela has an impact on uncertainty intervals: standard deviations are somewhat
larger for these new estimates, increasing from around 0.01 to about 0.013. More problematically,
the estimates of the impact of inflation and misery now suggest no impact on the corruption ef-
fect.?’ In contrast, the posterior density of the unemployment coefficient based on the smaller
sample is basically identical to the one we estimate on the full sample: the estimate is negative,
but not reliable enough that it excludes zero.

The exclusion of all observations from Venezuela eliminates the impact of inflation on the cor-

2Inflation rates are also arguably higher in Argentina, but the official reports of inflation on which we base our
analysis paper over this reality (see, inter alia, “Argentina’s inflation problem”, The Economist, February 25, 2012).

24The hat values for these four observations (around 0.34) are more than twice as large as the mean hat value in
the sample (h = 0.15).

2’Maximum-likelihood estimates of these quantities confirm that inflation is not a statistically significant predictor
of the corruption effect when we exclude Venezuela, but the estimate of misery remains negative and significant at
the 90% confidence level. Part of the explanation for this discrepancy lies in the fact that ML estimates of uncertainty
in multilevel models tend to be optimistic, whereas the Bayesian estimates we use here are appropriately conservative

(Stegmueller, 2013).
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Table 2: Coefficients correspond to estimates of the impact of economic factors on the corruption
effect, based on a sample that excludes all Venezuelan surveys.

Model 2 Model 3
Parameter Mean SD Mean SD
Misery —-0.01 0.011
Inflation —0.003 0.013
Unemployment —0.018 0.013
Growth —0.003 0.011

ruption effect. How should one then interpret the contribution of Venezuela to these estimates?
We think the answer hinges on two related questions: First, should all Venezuelan observations
be dropped, or only those with high leverage? We have opted to eliminate all Venezuela obser-
vations, but a more consistent and principled decision rule would have been to eliminate the four
observations, only one of which came from Venezuela, with high leverage. Second, we note that
though Venezuela’s inflationary experience over the past few years has been dismal, this is hardly a
reason to exclude Venezuela from our models. We do not know of any theoretical reasons to expect
that citizens of other Latin American countries would have behaved any differently than Venezue-
lans, had they experienced similar high rates of inflation. This is not to deny the uniqueness of
Venezuela’s development over the last decade, but to justify removal one would need to elaborate a
theory of why inflation matters exclusively under the set of conditions that characterize Venezuela
and not anywhere else. Our own view is that information provided by the Venezuelan observations
should be, at worst, only mildly discounted. In the end, however, the reader should reach her own
conclusions on whether all observations should be weighted equally or whether Venezuela should
be discounted entirely.

Back to the full sample, we find essentially no impact of economic growth on the corruption
effect, which is inconsistent with the economic performance trade-off hypothesis. We only enter
growth as a predictor in Model 3, where we also control for unemployment and inflation; in this
sense, it bears remembering that the estimate we recover is of the partial effect of growth on
presidential approval after accounting for the effects of inflation and unemployment, which are
likely to mediate the effect of growth on presidential approval. In thinking about the effects of
growth, inflation, and unemployment, consider as well that our models control for level of economic
development (GDP per capita) based on the argument that more developed countries might enjoy

an “approval premium”, might be more effective in limiting corruption, and may also be able
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to generate better economic outcomes. However, we do not find evidence consistent with this
argument. Basically, level of economic development has no discernible impact on our estimates of
the corruption effect.

We comment finally on whether the magnitude of the corruption effect on presidential approval
is conditional on the level of corruption in the country. That is, we want to understand whether
a respondent that experiences corruption displays the same propensity to blame the government
regardless of the incidence of bribery. To this effect, our models include within-survey means of
corruption victimization as predictors in the survey-level models. These variables are included to
eliminate the risk of heterogeneity bias (see fn. 18), but their coefficients have a useful interpretation.
For example, as the number of corruption victims increases in a country, the negative effect of
corruption victimization on presidential approval becomes slightly less pronounced (the estimate is
0.03 + 0.01 in Model 3). One interpretation of this finding is that citizens become inured to acts
of corruption in countries with high levels of corruption victimization, so that they do not even
bother to let personal experiences of bureaucratic corruption affect their approval of the president
for better or worse. By the same token, respondents in relatively clean countries would be quick to
lambast the government for the occasional bribery mishap. If this interpretation were correct, we
would conclude that a virtuous circle of sorts obtains in Latin America: In countries with relatively
low corruption, citizens that experience corruption are much less likely to “let it go.” However,

this good governance effect (0.03) is too small to be of substantive importance.

5 Conclusion

We have tested in this paper one version of the trade-off hypothesis that postulates that citizens are
less likely to punish governments that condone or engage in corruption as long as they deliver good
economic results. We have focused on Latin America using a multi-level analysis based on a much
larger amount of survey data than in previous studies and using an estimation strategy, Bayesian
inference, that recovers appropriately conservative estimates of uncertainty. We contended at the
outset that the way previous works have measured corruption perceptions, often based upon limited
public opinion data sets, may have led to exaggerated and idiosyncratic assessments of the impact

of economic performance on what we call the “corruption effect.” In particular, we were suspicious
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of analyses that suggest that Latin American voters support leaders that condone corruption as
long as they deliver good economic outcomes. We find that when it comes to presidential approval,
Latin American voters in recent years have not behaved as uninformed, easily-duped citizens.
Instead, those who experience corruption are always more likely to offer negative assessments of
the president’s ability. We believe that our main findings constitute an important contribution to
the current scholarly debate, since they attenuate the more pessimistic conclusions of works that
find evidence for a strong version of the trade-off hypothesis.

Having said that, we find some evidence in favor of a weaker version of the trade-off hypothesis:
those that suffer corruption and find themselves in a situation of poor economic performance are
even more likely to offer pessimistic assessments of the sitting president. This is especially true
when governments are unable to guarantee a stable macroeconomic environment or employment
opportunities. However, the magnitude and reliability of this effect depends heavily on the inclusion
of information from Venezuela, which has much higher than average inflation during the period
under inspection. We have to admit that different individuals will weigh this evidence differently,
depending on whether they feel that Venezuelan observations should be discounted entirely. Our
view is that they should not be discounted at all, as we know no economic theory that suggests
that individuals react differently to inflation across national contexts. In any case, let us emphasize
that citizens that suffer corruption do not give presidents a free pass as long as they preserve price
stability. We find that experiences of corruption lead to presidential disapproval even in settings
with very low inflation. We also underscore that, against expectations based on the trade-off
hypotheses, economic growth neither increases nor decreases the effect of corruption on presidential
approval. Theoretically, we expected that inflation and unemployment would increase the size of
the corruption effect but economic growth would not.

Despite lapses in macroeconomic stability, Latin America has become more affluent and achieved
a better distribution of wealth in the past decade (Ferreira et al., 2013). As it continues to do so,
it may start to display a pattern of convergence with advanced industrial societies where citizens,
once they attained improved economic conditions, began to demand better government and greater
accountability from their elected officials. Moreover, unlike the pessimistic views about the en-
trenchment of corruption noted at the beginning of the paper, the evidence that we uncovered

should be good news for both domestic and international actors working toward strategies aimed
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at curbing corruption. If indeed people’s evaluations of government are negatively affected by cor-
ruption most of the time, and become more negative with worse economic outcomes, it is then
possible to capitalize on their malaise by proposing candidates and/or policy initiatives which can
alter the status quo. To put it differently, there seems to be a pragmatic constituency out there
that would vote for honest and competent political leadership. In and of itself, this is a good sign
for those who believe that democratic governance in the region can be much improved in the near
future. As Shifter (2011, 120) argues, “[ijncreasingly, the region is behaving politically much like
other parts of the world, where standards of performance and effectiveness are decisive in determin-
ing electoral choices and outcomes.” Based on our findings, perhaps the time has come to update
the stereotype of the Latin American voter who supports “corrupt but effective” over “clean but

inept” politicians to one that will settle for nothing less than clean and effective governments.
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*Highlights (for review)

Highlights

e We hypothesize that inflation and unemployment drive citizen willingness to pin
corruption on the incumbent.

e We test this hypothesis on survey data from eighteen Latin American countries
between 2004 and 2012.

e We do not find support for a strong trade-off hypothesis: regardless of economic
context, citizens who suffer corruption tend to disapprove of their presidents.

e We find some support for a weak trade-off hypothesis: in contexts of high
inflation, those who suffer corruption give even lower approval rate to
presidents.



