Comparative Economic Studies (2021) 63:1-30
https://doi.org/10.1057/541294-020-00131-2

™

Check for
updates

Redistributive Politics in Russia: The Political Economy
of Agricultural Subsidies

Vasyl Kvartiuk' © . Thomas Herzfeld'2

Published online: 14 August 2020
© The Author(s) 2020

Abstract

This paper explores whether redistributive politics can explain differences in agri-
cultural subsidies in Russia, a country whose autocratic regime represents a fer-
tile ground for strategic redistribution. Relying on political economy literature, we
examine the strategies regional and federal Russian politicians utilize to allocate
and distribute agricultural subsidies. Using unique 2008-2015 panel data, we test
whether politicians target loyal or easily swayed voters and whether they use large
farms as vote brokers. We find federal and regional politicians to allocate more agri-
cultural subsidies when political competition against the dominant party is higher.
Moreover, they appear to also target large farms for voter mobilization.

Keywords Agricultural subsidies - Redistribution - Political competition - Vote
brokers - Russia

JEL Classification D72 - H77 - H23 - P16

Introduction

Although Russia spends large amounts of resources to support its agricultural sector, not
all farms benefit from these funds because allocation and distribution are highly unequal
among the regions (Uzun 2005; Uzun et al. 2016). Russia’s self-sufficiency doctrine!

! Russia’s food self-sufficiency strategy was first adopted within the country’s 2008—2012 State Program
for Development of Agriculture and then developed further by the consequent program for 2013-2020.
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generates large political interest toward agriculture, with 0.93% of the country’s GDP
allocated toward direct and indirect support (OECD 2017). However, the regions ben-
efit from these resources unequally since the composition of federal and regional® co-
funding differs greatly between the sub-federal units. Subsequently, subsidies per hectare
vary substantially across sub-federal units: sometimes we observe 20-fold differences.
There could be two main reasons for these imbalances: first, because agricultural sup-
port is legally a primary responsibility of the regions (Shagaida et al. 2015) that have a
substantial discretion in the size of the co-funding (Uzun et al. 2016), regional economic
strength may affect the size of local co-funding. Second, although federal co-funding of
agricultural subsidies is regulated by distribution formulas under the country’s current
legislation,’ de facto amounts may be substantially different (Frumina 2016). Controlling
for the major variables in the distribution formulas and other agricultural economic fac-
tors, we still cannot fully explain the differences in agricultural subsidies.

In light of the growing scholarly interest in redistributive politics in Russia,
this study draws upon political economy literature to analyze and further explain
the subsidies’ allocation and distribution. We examine how political incentives of
central and regional politicians in Russia may affect the distribution of agricultural
subsidies across and within the regions. A growing body of literature suggests that
within the setting of a competitively autocratic Russian regime, political actors
maximize their support by redistributing state resources (Popov 2004; Jarociriska
2010; Marques et al. 2016; Treisman 1998). However, all these scholars examine
the motives behind the distribution of intergovernmental transfers to the regions.
These analyses are lacking a more nuanced account of how Russian politics works
with respect to concrete groups of voters and to the support for specific sectors.
To our knowledge, this study is the first one to contribute to this body of litera-
ture by examining how central and regional governments appeal to a very impor-
tant voter group: rural residents, who represent roughly one-third of the Russian
population. Even though the agricultural sector employed about 7% of Russia’s
entire labor force in 2016 (RosStat 2017), agriculture is of central importance for
rural residents and subsidies may affect the growth of their local agricultural sec-
tors (Petrikov 2016; Uzun and Lerman 2017). Considering these circumstances,
politicians may instrumentalize agricultural subsidies to reward or incentivize voters
within a given sub-federal unit to support an incumbent political party. In particu-
lar, as “core voter” theory (Cox and McCubbins 1986) holds, incumbent politicians
will transfer more resources to politically loyal voter groups. “Swing voter” theory
(Dixit and Londregan 1996) describes another strategy, by which incumbents will
target those groups of voters that are more likely to swing to, and vote for, their side.
In other words, higher political competition may incentivize incumbents to cater to
certain voter groups (Besley and Burgess 2002). Because Russian agricultural sup-
port involves relatively independent federal and regional co-funding components,

2 The Russian Federation is formed by 83 federal entities, such as oblasts, krais, republics and cities.
Here, we use the terms “regions” as a synonym for these administrative units.

3 It would typically depend on local tax generation capacity, agricultural area, and some other more spe-
cific variables depending on the subsidy type.
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strategic redistribution may occur on both levels. In particular, federal politicians
may target “core” or “swing” regions, whereas local politicians may be incentivized
by the federal government to cater to local agricultural interests contingent on exist-
ing political competitors. Since Russia’s current party in power, “United Russia”
(UR), is highly hierarchical and well organized (Reuter 2010), the pressure from
the party leaders may coerce regional representatives to maximize political support.
Weingast (2009) argues that authoritarian regimes tend to make local elites depend-
ent on transfers from the center to ensure that manipulating their size is an effective
tool in controlling local elites.

Russian politicians may also have a strategy with respect to intra-regional dis-
tribution. Russia hosts some of the largest agricultural enterprises in the world,
employing a substantial share of the rural labor force (Lerman 2017). This may have
two implications for the politicians’ strategies: first, considering Russia’s experience
of using employers as vote brokers (Frye et al. 2018), federal and local politicians
may target large agricultural enterprises within their redistributive politics. Fed-
eral decision makers may see regions with predominantly large-scale agriculture as
an attractive avenue for buying votes via manipulation with agricultural subsidies.
Regionally, these enterprises may represent effective vehicles for voter mobilization
for local politicians who are pressured via party hierarchies. Second, large agricul-
tural businesses may be better organized and exert significant lobbying pressure.
Following Olson’s (1965) collective action theory, they have better administrative
capacity and face lower transaction costs for engaging in lobbying activities in com-
parison with small producers.

To test our hypotheses, we use a unique 2008-2015 panel data set on federal
and sub-federal shares of agricultural subsidies spent across 78 Russian regions.*
This allows us to follow two election cycles where the incumbent parties may have
faced a dilemma to strategically distribute agricultural subsidies among the regions
in order to maximize political support. Russia represents an interesting case since
we observe a large variation among comparable regions in terms of the degree of
political competition, farming modes and the amount of subsidies received. Because
redistribution has been shown to be effective for voter mobilization in both demo-
cratic and autocratic settings (Stokes 2007), with its weak institutions, Russia’s auto-
cratic regime represents a fertile ground for redistributive politics.

In general, the evidence suggests that Russian politicians may be allocating and
distributing agricultural subsidies with the end goal of maximizing their political
support. In particular, we find evidence that the federal government targets those
regions where the support for UR was lower in the past, while sub-federal politicians
appear to be motivated to allocate more co-funding should they face larger politi-
cal threats from local challengers. Regional governments appear to instrumentalize
large agricultural enterprises as vote brokers.

4 We exclude the regions of Khanty-Mansiyskiy, Yamalo-Nenetskiy and Nenetskiy, as well as the cities
of Moscow and St. Petersburg, due to distortions in the agricultural sector and data availability.
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Theoretical Framework

In Russia, the allocation and distribution of agricultural subsidies follows a co-fund-
ing scheme from federal and regional budgets. At the federal level, the law stipulates
a limited discretion over funds disbursement due to distribution formulas pertinent
to each type of subsidies (e.g., crop, livestock, etc.). Regional politicians have much
more discretion over the local co-funding since the law provides them with rough
guidelines only. Despite these laws, both levels decide on their co-funding shares
relatively independently and with substantial discretion.> Consequently, we model
total support allocation as a simultaneous game between the center and the regions
with ex ante expectations of each other’s contributions.

Federal Allocation

The rationale for using redistribution in a setting of political support maximization
was formally developed by Shepsle and Weingast (1981) and further extended to
incorporate different types of politicians’ strategic behaviors by Cox and McCub-
bins (1986) and Lindbeck and Weibull (1987). Following the logic of this family of
models, we assume a federal government that is exogenously incentivized to stay
in office (office-seeking politicians) and is able to increase its chances by making a
transfer to the regions in the form of co-funding within the agricultural support port-
folio. We assume that the voters’ utility is strictly positively related to these transfers
together with consumption and ideological stands. As a result, the theory suggests
that politicians can manipulate voters’ decisions via transfers. Political science liter-
ature puts forth a debate about whether politicians will target their “core” supporters
or the “swing” voters. Cox and McCubbins (1986) argue that political parties will
prefer to reward their loyal supporters and not run the risk of appealing to the uncer-
tain voters since they may not know their utility functions perfectly. On the other
hand, Dixit and Londregan (1996) suggest that if the politicians can reasonably pre-
dict how many votes their transfers will buy, they will tend to prefer the voters with
an uncertain ideological position, the “swing voters.”

The discussion on “core versus swing” voter strategy is still ongoing, with exist-
ing empirical evidence for both the “core” (e.g., Hiskey 2003) and the “swing” voter
theory (e.g., Dahlberg and Johansson 2002; Stokes 2005). More nuanced studies
have also emerged focusing on the context of electoral competition. For instance,
Aytac (2014) finds that Turkish incumbent parties were directing resources to the
districts with ideologically close challengers. On the other hand, Horowitz (2016)
places ethnic diversity within Kenyan electoral districts as a factor that determines
the targeting strategy. The evidence for the Russian context is not conclusive either.
Popov (2004) and Jarociriska (2010) are among the scholars who find evidence
that supports the “core voter” theory, as regions with a higher voting turnout for

5 Further details about the process of subsidy allocation and distribution can be found in "The Russian
Context" section.
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the ruling party enjoy more transfers from the federal government. Treisman (1998),
on the other hand, finds that regions with more protests received more intergovern-
mental transfers. These hypotheses have never been tested within the case of Rus-
sian agricultural support distribution. We use a standard operationalization—winning
margin with respect to the closest challenging party. If UR faced a serious competi-
tion in the region during previous elections, then the region can be considered a
“swing” one. On the other hand, if the difference in a winning margin between the
incumbent party and the closest challenger is large, we consider it a “core” region.

A key question that the politicians may be interested in is how effective redistrib-
utive politics are in transforming transfers into votes (Dixit and Londregan 1996). In
other words, a decision-maker’s problem is to identify a group of voters that would
generate the greatest returns in terms of votes under minimal uncertainty. Poor vot-
ers appear to be a particularly attractive target for redistributive politics because
marginal utility of income is higher for them (Dixit and Londregan 1998; Chubb
1982; Wilson and Banfield 1963; Brusco et al. 2004). An income gap between those
working in agriculture and the rest of the economy in Russia makes its rural popula-
tion a good candidate.®

A recent focus in the literature on redistributive politics is politicians’ usage of
vote brokers to help maximize political returns from transfers (Stokes 2005). Vote
brokerage involves generating incentives for voters to vote for a certain candidate
using coercion or in exchange for certain benefits (Rueda 2017; Gottlieb 2017;
Mares and Young 2018). In particular, employers have been widely recognized to be
effective vehicles for voter mobilization in developing (Baland and Robinson 2018)
and developed contexts (Hertel-Fernandez 2016). In the Russian authoritarian con-
text, Frye et al. (2018) find that workplace-based voter coercion works better than
vote buying because vote buying is simply more expensive in the middle-income
context. Large agricultural enterprises, as major employers in Russia’s rural areas,
may represent effective vote brokers because intimidation may be more effective
with fewer local alternative employers. As a result, we expect large-scale agricul-
tural production within a given region to facilitate the effect of federal-level strategic
subsidies.

Apart from being vote brokers, large farms may generate enough political pres-
sure in an attempt to maximize their receipt of agricultural subsidies. We model
voters not as mere observers but as active participants in agricultural policy forma-
tion. Voter groups pursuing a certain common interest may actively invest resources
trying to influence politicians in order to maximize transfer receipts (Becker 1983,
1985; Grossman and Helpman 1996). Accordingly, interest groups will exert pres-
sure on the politicians hoping for returns in terms of transfers. Pressure effectiveness
may be determined by the group size since smaller groups may have more capacity
to deal with the “free-riders” (Olson 1965; Becker 1985). As a result, smaller groups
may face lower transaction costs in exerting pressure. Our prediction is that regions
with smaller number of larger farms should be successful in securing larger federal

6 Average salaries in agriculture were close to 60% of the country-wide average during the years
2015-2017 (State Statistics Committee of Russia 2018).
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co-funding of agricultural subsidies. In addition, larger farms should have a capacity
advantage in dealing with the bureaucratic burden of applying for subsidies.

Regional Allocation

Having less legal constraints for allocating shares of co-funding toward agricultural
support, regional governments (just like their federal counterpart) may be driven by
electoral incentives. Regional governments were found to be important gatekeepers
for the center’s redistributive politics (Albertus 2015). In Russia, local politicians
may have incentives to maximize political support for the incumbent party in order
to please the party leaders at the federal level (Ross 2010). In a centralized Russian
context with a highly vertically integrated structure of UR, local governments may
function as extensions of the central bureaucracy with vertical intra-party account-
ability (Jarociniska 2010). The success of local politicians is not measured by local
economic indicators, but by the loyalty to UR (Konitzer-Smirnov 2005). Highly
hierarchical party structure is designed to minimize a potential influence of regional
elites and to effectively manage local politics from the federal level (Slider 2010). In
an effort to maximize political support for UR regional politicians may have incen-
tives to cater to certain interest groups, including agricultural ones, which could bro-
ker more votes in their favor. Local political competition may determine the extent
of the pressure on local politicians to invest efforts in vote maximization (Hansen
1991; Grossman and Helpman 2001). As a result, relatively flexible agricultural sub-
sidies may be instrumentalized to mobilize the voters from rural areas. In addition,
local decision makers may use large farms within their constituencies as vote bro-
kers just like their federal counterparts.

In a similar vein, the Cox—Meyerson framework (Cox 1987, 1990; Myerson
1993) explains why local politicians may target the agricultural sector instead of
other industries in their effort to please federal party leaders. Following the frame-
work, candidates maximize the support of their electorate by taking policy positions
or promising policy benefits. Politicians rationally choose their positions consider-
ing the positions of other candidates. Cox’s (1990) argument is that, in a propor-
tional representation system like Russia’s, the amount of votes needed to win will
decrease as the number of competitors increases. Political actors will have incen-
tives to appeal to smaller groups of constituents as the number of competitors rises,
widening the ideological distance between the candidates. The model predicts that
in the jurisdictions with high political competition, local politicians will cater more
to narrow interest groups, like the farming community.

In consideration of Russia’s political environment with its weak institutions, the
literature related to government capture may be instrumental in explaining regional
allocation of agricultural subsidies. Accordingly, Bardhan and Mookherjee (2000),
extending a standard Grossman and Helpman (1996) framework, argue that, under
certain conditions, local interest groups will be under higher uncertainty about
which party to capture if no party is overwhelmingly supported ideologically and
if the voters are more unpredictable in their voting behavior. This implies that farm
interest groups will be reluctant to capture a regional political party (that, in turn,
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will be incentivized to allocate more agricultural subsidies) should it face a credible
reelection threat. In this setting, traditional accountability to voters may be distorted
by industry-specific interests. In particular, since local UR party organizations are
extremely dependent on the federal level, there are nearly no accountability mech-
anisms to the regional inhabitants. With a minimal electoral threat from the vot-
ers, local politicians are prone to be captured by local interest groups (Bardhan and
Mookherjee 2006). The only disciplining mechanism for local politicians and, as
a result, the source of incentives to cater to local interest groups, is vertical party
accountability: local UR leaders may risk their careers should they deliver unsatis-
factory election outcomes.

The Russian Context

Russia’s current agricultural support aggressively pursues the goals of self-suf-
ficiency and is attempting to drastically expand the production of some products.
Most of the subsidies are directly bundled to production and represent a very trade
distorting type of support.” Only 13% can be classified as supporting activities for
agriculture (infrastructure, education, etc.), representing a relatively small share in
comparison with other countries (OECD 2017). Despite economic cycle fluctua-
tions, total state support in absolute terms has been rather stable over the last two
decades. Although its share in GDP has halved over a decade, it largely represents
expansion of the GDP during the 2000s and support as a share of GDP is still con-
siderably larger than in other industrialized countries.

Russian subsidies’ allocation is based on a co-funding scheme between the fed-
eral and regional governments. Although Russian legislation stipulates that agricul-
tural support is a primary responsibility of the regions, we observe a complicated
negotiation process between the federal and regional levels. The regions have a large
legal discretion in setting the sizes of different types of agricultural support. Each
specific law regulating distribution of each type of subsidies defines certain bounda-
ries set for each type of subsidies individually. They are generally rather broad and
provide a substantial degree of discretion, leaving regional politicians with large
decision-making powers. Local governments can also apply for federal co-funding
if they choose to do so, with the federal government typically conditioning federal
co-funding based on availability of regional programs of agricultural development
that outline major regional agricultural priorities. Based on these programs, the
regions sign a contract with the federal government on the co-funding of each type
of subsidy. However, depending on the demand and availability of funds, the amount
agreed to may need to be revised and corrected within the fiscal year via additional
negotiations. Interestingly, the regions are expected to report on spending of the fed-
eral shares of the co-funding but not of the regional ones.

7 Distorting support is by definition likely to affect production incentives and, as a result, distort trade
flows, undermining the idea of liberal markets (Potter and Burney 2002).
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Although Russian legislation provides clearer guidelines for federal co-funding
than the regional one, the federal authorities still possess substantial discretionary
powers in funding distribution. The allocation of the federal co-funding is guided
by the State Program for Development of Agriculture 2013-2020, which determines
major directions and priorities of the Russian agricultural sector. Each region’s share
of specific subsidies (e.g., livestock, crops, etc.) is regulated by laws that stipulate
specific distribution formulas. In their essence, these formulas are similar to the
principles of intergovernmental transfer distribution and would typically contain
variables reflecting the amount of available federal funding, the degree of budget-
ary self-sufficiency, some measures of local agricultural production intensity (e.g.,
livestock index, crop area, etc.) and some coefficients that are set by the Ministry of
Agriculture. The calculation of the latter appears to be rather non-transparent and
may partially represent the ministry’s discretionary leeway in subsidies allocation.
On the other hand, the degree of the budgetary self-sufficiency is a ratio of an index
measuring regional tax potential over an index of budgetary expenditures;® it basi-
cally measures the extent a region can cover its budgetary needs with the locally
generated tax resources. Despite these regulations, the de facto process of the nego-
tiations on the size of federal co-funding lacks transparency and may be vulnerable
to lobbying by interest groups (Frumina 2016). Even after the negotiations between
regions and the federal government are over, the budget corrections may be as high
as 30%. Although replication of the distribution formulas has not been done due to
unavailability of data, scholars typically find large unexplained imbalances in the
size of federal co-funding (Uzun 2015; Shagaida et al. 2015).°

Regional lobbies utilize this autonomy despite the fact that Russia’s institutional
lobbying infrastructure may still be weak. Many enterprises use direct lobbying
strategies including consultations with regional administrations, legislatures and the
governor (Frye 2002; Guriev et al. 2010). Large agricultural enterprises, especially
the ones operating within more than one region, may even be able to solicit federal
authorities. In addition, numerous business associations have emerged facilitating
exchange between enterprises and creating a link with the state authorities of vari-
ous levels (Guriev et al. 2010). Some of the agricultural associations are very inde-
pendent from the state, and some are highly integrated with regional and federal
ministries. Uzun (Uzun 2017) argues that large agricultural enterprises managed to
influence political decision making and to obtain disproportionately large levels of
agricultural support.

General power relations between the levels of the government have changed dra-
matically over the past two decades in Russia, with regions enjoying large freedoms
during the Yeltsin period in the 1990s. Each region bargained with Moscow over
the authority, which resulted in large imbalances between regions (Zhuravskaya
2010; Ross 2010). During this period, local governments were characterized by an
extreme elite capture (Guriev et al. 2010) and ad hoc intergovernmental transfers

8 Both of the indices are calculated based on a methodology that involves multiple variables and replica-
tion is prohibited due to lack of data availability (Government of Russia 2004).
° Qualitative expert interviews conducted in Moscow and selected regions confirm this assertion.
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that generated large geographical fiscal imbalances (Zhuravskaya 2010). The com-
mencement of Putin’s regime in 2001 is normally associated with vast centraliza-
tion processes within Russian intergovernmental relations (Robertson 2010; Reu-
ter and Remington 2009). The regions were stripped of their already limited fiscal
independence and were forced to transfer most of the tax revenues to the central
authority with the hope of getting some parts back in the form of transfers. Elite cap-
ture of local governments and intergovernmental bargaining survived, but the power
shifted to the federal level (Guriev et al. 2010; Zhuravskaya 2010; Parker and Thorn-
ton 2007). For instance, penetration of business interests in local legislatures can be
illustrated by the fact that just under half of the regional legislature members owned
businesses in the early 2010s (Reuter 2010). However, new rules of intergovern-
mental fiscal relationships improved substantially under Putin’s regime (Jarociriska
2010). Nevertheless, we observe a growing bulk of evidence of the federal govern-
ment’s maximizing political support via manipulation of transfers (Jarocifiska 2010;
Marques et al. 2016), state lending (Schoors and Weill 2017) and tax arrears (Pon-
omareva and Zhuravskaya 2004).

Further important aspects of centralizing trends that occurred in 2010 were secur-
ing a dominant position of UR and the appointment of the governors by the center.
During the period 2007-2015, UR was the leading political force in all of the regions
we are considering in this study. Such a position was in part achieved by creating
a vertical accountability system where “lower-standing” politicians had to repro-
duce successful election results for UR in order to stay in power (Konitzer-Smirnov
2005; Slider 2010; Reuter et al. 2016). Consequently, this shifted the accountability
incentives from the local electorate to the governments of the higher tiers, as dis-
cussed in the section "Regional Allocation". Because of these incentives, regional
politicians have to cater to local elites who may be instrumental in maximizing UR
support. Despite the centralization trends, we observe a substantial variation in the
degree of democratization and institutional development among the regions (Guriev
and Vakulenko 2015). This, among other things, strongly depends on the governor.
After 2005, all governors were appointed and evaluated by Putin instead of being
elected. As a result, many newly appointed governors were not even from the region
and would often commute to the region for work, while their families stayed in Mos-
cow (Nye and Vasilyeva 2015). Governors had similar indirect electoral incentives
as regional party leaders: their performance was evaluated based on their ability to
improve UR’s standing in the region, and in fact, often they would be party mem-
bers themselves (Reuter and Robertson 2012).

Data and Methods

In order to test our hypotheses about the incentives of the federal and regional politi-
cians in agricultural subsidies allocation, we utilize a data set encompassing 78 Rus-
sian regions and spanning from 2007 to 2015'" and distinguish between the regional

10" Unfortunately, data for the 2011 year are not available for all regions.
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and federal shares of co-funding. The data were provided by the Russian Ministry of
Agriculture with the assistance of the Nikonov All-Russian Institute of Agricultural
Problems and Informatics based in Moscow. Data sources for our independent varia-
bles are from the Russian Federal State Statistical Agency, the Russian Central Elec-
tion Commission, the database on Russian governors of the Institute for Industrial
and Market Studies of the Higher School of Economics, and the “SPARK” database
covering all registered enterprises.

Variables

As dependent variables, we use total regional and federal subsidies granted to farms
in a region i at a period ¢. This includes all the subsidies toward crop and livestock
production, including direct payments, along with the subsidies toward the interest
rates of short- and long-term credit. We exclude the support to general services as
funds allocation is typically guided by separate development programs. The vari-
ables are deflated using OECD deflators for Russia and using 2010 as a base year.
As we argued above, federal and regional politicians are likely to have substantial
discretion over distribution of these funds.

Table 1 demonstrates the descriptive statistics of the independent variables uti-
lized in the study. We follow Marques et al. (2016) and Govorun et al. (2016) and use
the winning margin of UR against the closest runner-up party during the last elec-
tions as a proxy for political competition in a given region. In the Russian context,
UR’s landslide win typically means a strong grip over local elites and effective polit-
ical machines (Reuter 2010; Reuter and Robertson 2012).11 Thus, we adopt a con-
tinuous operationalization of political competition. Larger winning margins imply
lower political competition and the fact that a region hosts predominantly “core”
voters. Conversely, close election results suggest higher numbers of “swing” voters
and, thus, higher political competition. UR won in every single region throughout
our sample with the exception of Altai Republic during the elections of 2003.'> The
most serious competitor was the Communist Party (KPRF), who turned out to be
the closest runner-up party in 70.83% of the cases within our sample. To test voter
brokerage, we construct a Gini coefficient capturing the inequality in current assets
among agricultural enterprises within a region. The idea is that a few large agricul-
tural enterprises with few competitors in the regions should represent effective vote
brokers for federal and regional politicians. Moreover, these enterprises should be
in a better position to lobby for more subsidies on both levels of the government.
The Gini coefficient is constructed on the whole universe of the enterprises avail-
able from the “Spark” database. Having gone through each observation, we see that
those regions with higher Gini coefficients coincide with the ones we would predict

" Whether political control of a given region is achieved via manipulation or is due to higher voters’
support is not important for our hypotheses. We are essentially interested in how the Russian government
responds to the regional political competition outcomes.

12 The “Agrarian Party” won a regional election by a margin of 4.31%; we set the variable “winning
margin” to zero to facilitate our estimations.
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to host large farms and vice versa.'® As a result, we believe this is a good proxy for
large farming within a region. We expect the regions with large farms to be more
successful in obtaining agricultural subsidies and to facilitate the effects of the polit-
ical competition.

We include a number of control variables. To reflect a region’s general bureau-
cratic capacity, we include the number of state employees per regions. Furthermore,
we control for the variables stipulated in a typical distribution formula. An impor-
tant part of each formula is the index of budgetary self-sufficiency that is regularly
published by the Ministry of Finance. If the federal government follows equalization
objectives, we would expect this index to be negatively associated with the federal
co-funding. However, we expect a positive sign for regional co-funding because fis-
cally strong regions should be able to afford more subsidies. Furthermore, depending
on the type of subsidies, distribution formulas typically include some agricultural
characteristics. The most basic ones are agricultural area and a livestock headcount,
both of which are included in our models. The general importance of agriculture in
the regional economy should be captured by the share of agriculture in the gross
regional product (GRP). On the other hand, regions hosting oil and gas extraction
industries should be in a better fiscal position to allocate regional subsidies for co-
funding, which, in turn, may affect the federal government’s decision to react to an
above average fiscal capacity. Furthermore, we control for a region’s population and
GRP growth.

Methods

Agricultural subsidies are determined for each region based on the values of the
previous years that are used as a baseline. Consequently, these variables are sub-
ject to autocorrelation. Since our panel data are of a dynamic nature and the unob-
served panel-level effects are correlated with the lags of the dependent variable, we
must include a lagged dependent variable among the regressors (Arellano and Bond
1991). To identify the model, we need to instrument this variable with instruments
that are exogenous to the region-level fixed effects (Blundell and Bond 1998). To
explore the link between the agricultural subsidies and the political economy vari-
ables, we estimate a two-step generalized method of moments (GMM) with finite-
sample corrected standard errors (Windmeijer 2005):

Yi=01Yy g+ BXyoy + B3Su1 + BaZiyy + Bs Xy 1Sy + a; + 1y,

where Y, is either total federal agricultural subsidies or regional co-funding in region
i ata period t; Y;,_, is a lagged dependent variable; X,_, represents a lagged winning
margin of UR in a region i; S;,_; is the Gini coefficient based on a farm’s current
assets within the region i; Z;,_, is a vector of control variables; and, finally, @; repre-
sents region- and year-specific fixed effects and u;, is an error term. We also include

13 We observe a substantial concentration of large farms in the European and South Siberian parts of
Russia.
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an interaction term between UR’s winning margin and the measure of farming scale
inequality (“Gini ag enterprises”). We would expect the effect of the political com-
petition to be moderated by the presence of large farms in a region. All the variables
enter the estimation in logarithmic form, and the monetary variables are represented
in real terms.

The system GMM estimation is based on the underlying assumption that lagged
dependent variables are correlated with the unobserved panel-level effects. The
methodology stipulates identification of the lagged dependent variable using instru-
ments constructed from the first differences and levels of its own lags. In particular,
this methodology constructs a matrix of instruments based on Y;,_,_, for the first-
difference equation and on AY;,_,_, for the equation in levels (Roodman 2009). Fol-
lowing Roodman’s (2009) terminology, apart from the lagged dependent variables,
we treat the following variables as “predetermined’: agricultural area, livestock
headcount and the share of agriculture in the GRP. Although unlikely, these vari-
ables could potentially be affected by the subsidies and, thus, we treat them as “pre-
determined.” To address the “technical” endogeneity, we use the lags of the rest of
the variables as “internal” instruments. To minimize the risk of autocorrelation and
reduce the number of instruments, we use second-order lags throughout our specifi-
cations. In addition, the system GMM technique allows us to use classical “external”
instruments. Finally, since Arellano and Bond (1991) and Blundell and Bond (1998)
find the two-step standard errors to be downward biased (although more efficient),
we implement a finite-sample correction, as suggested by Windmeijer (2005), to
address this problem.'*

We analyze two models for two different dependent variables, federal and
regional agricultural subsidies, but with identical specifications. Although politics
differ, the key determinants of spending decisions are all included on the right-hand
side of the model and, thus, allow testing for different mechanisms of influence. For
the former, political competition should motivate the federal government to distrib-
ute subsidies strategically, while for the latter it determines the extent of capture of
the regional government.

Problems of endogeneity of the explanatory variables are inherent for this type of
studies. In particular, the subsidies may affect the electoral success of UR within a
region. In the end, this is what the incumbent party may intend to do: influence elec-
toral outcomes with redistribution. We address this problem in two ways. First, we
lag all the independent variables (including the winning margins of UR) because a
vast majority of Russian budgetary decisions are made based on the previous year’s
information. We argue that agricultural subsidies in period ¢ cannot affect elec-
toral outcomes in period ¢ — I, which should minimize the danger for endogene-
ity. Second, we employ an instrumental variables (IV) approach to instrument for
the winning margin of UR. The idea of the IV approach is that, in order to meet
the exclusion restriction, the instrument is correlated with the instrumented variable
but not with the independent variable (Wooldridge 2009). We follow Marques et al.
(2016) and use vote share for the communist party in the previous election cycle as

14 We utilize a user-written routine “xtabond2” in Stata software.
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an instrument. As the main opposition party, the vote share for this party during the
previous elections should be correlated with the winning margin of UR but not with
the levels of agricultural subsidies in the current period. As a result, the IV meets
the exclusion restriction.

Results

Before proceeding to the estimation results, let us take a look at how subsidies
evolved over the period of our panel data. Figure 1 demonstrates the dynamics. The
first observation is that federal co-funding increased in absolute terms, whereas
regional levels have largely stayed the same. After 2013, both amounts went down
in line with the reductions in GDP growth during that time. Despite this, the fed-
eral share stayed way above the regional funding. This may be due to centralization
of fiscal intergovernmental relations over the last decade and a half. For instance,
according to RosStat’s official yearbooks, the number of regions that are fiscally
self-sufficient'> went down from 24 in 2005 to 14 in 2015. These net-contributing
regions are represented either by Moscow and St. Petersburg or by oil- and gas-pro-
ducing regions like Tatarstan Republic or Tyumen. As a consequence of the central-
izing reforms, regional budgets started relying more on transfers from the federal
level and agricultural subsidies were not an exception. Reliance on federal transfers
may have ensured the central government’s ability to control the region via redis-
tributive politics.

The data also show that the incumbent party in Russia managed to cement its
dominance to different degrees across the regions. Figure 2 presents the distribu-
tion of votes for UR during the two elections in our sample: 2007 and 2011. We
observe that, during both elections, there is a substantial variation in the support.
For instance, during the 2007 elections, UR enjoyed the lowest support in one of
the most industrialized regions, Yaroslavskaya oblast (53.13%), while the highest
support (over 90%) was typically achieved in the oil-producing republics and the
North Caucasus (Panov and Ross 2013). One should treat these figures with cau-
tion since these regions are typically described as the most authoritarian with weak
democratic institutions (Holland 2016). These regions are often closely controlled
by the federal government, and local elites are incentivized to choke any type of
political opposition.

Average support of UR decreased from 2007 to 2011, from 65.3% (315 seats in
the parliament) to 49.3% (238 seats). We observe a similar picture with the UR’s
winning margin: it dropped from an average of 53.3% during 2007 election to
29.0% during 2011 elections. If UR was overconfident in 2007 with the lowest win-
ning margin of 37.8% in Altai Krai, in 2011 there were 12 regions with the win-
ning margin below 10%. The popularity dropped in light of the 2008 financial crisis
that severely hit Russia and Putin’s government was struggling to secure even these

15 The tax base is sufficient to generate the necessary budgetary resources to cover regional expenses.
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Fig.2 Distribution of votes for the incumbent party in 2007 and 2011 elections within the sample.
Source: Authors’ calculations

modest (by Russian standards) results (Enikolopov et al. 2013). However, the varia-
tion in the support still persisted along with Moscow’s strong grip over the oil-pro-
ducing regions and Northern Caucasus republics.

We also see signs of industry concentration within the period of our sample.
Thus, the average Gini coefficient based on the farms’ current assets went from 0.67
in 2007 to 0.85 in 2015. These trends are in line with the emergence of mega-farms
in Russia (Visser et al. 2012; Uzun and Lerman 2017). Many of these enterprises are
ran by oligarchs who control roughly one quarter of the farmland in the most fertile
regions (Visser et al. 2012).

Our main estimations are presented in Table 2. In particular, we first present a
baseline a system GMM dynamic panel model as a baseline specification. Then we
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18 V. Kvartiuk, T. Herzfeld

add our instrument for UR’s winning margin and the interaction terms between the
UR’s winning margin and the Gini coefficient of the farms’ current assets. Examin-
ing the control variables first, we see that the coefficient of the budgetary self-suffi-
ciency is also positive in the specification with the federal co-funding as a dependent
variable, suggesting the federal government allocates more co-funding to the fiscally
strong regions. This suggests that intergovernmental equalization objectives are not
implemented in the context of agricultural subsidies. The application-based nature
of the federal co-funding probably results in richer regions having more ambitious
agricultural programs and, as a result, applying for more subsidies. In addition, we
find some evidence that regions with higher bureaucratic capacity—a higher num-
ber of state employees—appear to be more successful in obtaining federal subsidies.
Also faster growing regions tend to be more successful with the federal co-funding.

Turning to our main hypotheses, the first observation is that, across our specifi-
cations, UR’s winning margin is negatively and significantly associated with both
regional and federal agricultural subsidies. This finding is in line with the “swing”
voter hypothesis since federal transfers appear to be directed to the regions where
the incumbent party faces more competition. At the regional level, local politicians
appear to have a similar strategy: they allocate more agricultural subsidies if UR
faces fiercer competition. The effects appear to be relatively large in comparison
with the other covariates.

We also find a consistent effect of our proxy for large agricultural business con-
centration. In particular, the coefficient of the Gini index based on the farms’ cur-
rent assets is positive and significant across the specifications. This means that
the regions hosting large farms are more likely to obtain both regional and federal
co-funding of agricultural subsidies. Importantly, specifications with regional co-
funding as a dependent variable demonstrate negative and significant coefficients of
the interactions between the Gini coefficient and UR’s winning margin. Thus, the
effect of large-scale farming within the region is amplified by UR’s small winning
margins. To illustrate these findings graphically, we plot the marginal effects of the
farming mode on the predicted values of regional and federal subsidies depending
on the UR’s winning margin (Fig. 3). For the sake of simplicity, we set the win-
ning margin at the value of the top decile of its distribution to illustrate the “core”
region and at the bottom decile for the “swing” region. As a result, we can observe
two distinct effects of the Gini coefficient (together with 95% confidence intervals)
with low and high UR’s winning margins. Consistent with our theory, we see that
the regions where large farms dominate local agriculture are likely to obtain more of
both regional and federal co-funding of agricultural subsidies. Moreover, this effect
appears to be facilitated by high political competition (low UR’s winning margins)
on the regional level. At the federal level, the effect seems to be additive (shift of the
curve upwards) and multiplicative at the regional level (the slope becomes steeper).
In sum, the evidence is in line with our hypothesis that federal and regional govern-
ments use large agricultural businesses as vote brokers.
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Fig. 3 Predicted agricultural subsidies for “swing” and “core” regions depending on the farming mode.
Source: Authors’ calculations

Robustness Check

We first check whether our results hold using more parsimonious models. In particu-
lar, we re-estimate the same specifications using simple fixed-effects models with-
out inclusion of the lagged dependent variable on the right-hand side (see Appen-
dix 1 for details). The results largely mirror the ones presented in Table 2. Second,
because we used total agricultural transfers as a dependent variable, it may be
informative to check whether the established relationships hold with specific types
of subsidies as dependent variables. Allocation and distribution of each category of
agricultural subsidies are guided by separate governmental decrees. To see whether
our results hold for specific subsidies, we estimate specifications with three differ-
ent dependent variables: crops, livestock and credit. Table 3 presents the estimation
results. We see that the effect of UR’s winning margin is preserved throughout the
specifications. The same holds for most of the coefficients of the proxy for large-
scale farming (only one coefficient is insignificant for the specification with regional
livestock subsidies as a dependent variable). However, the interaction terms between
the Gini coefficients and UR’s winning margin are negative and significant only in
the specifications with livestock subsidies as dependent variables. Livestock farming
is typically more labor intensive and, thus, may represent better voter mobilization
possibilities.

Another important robustness check is based on a more aggregate measure of
agricultural subsidies and includes target federal programs and other subsidies that
are not accounted for by the main categories. One of these programs, for instance,
is called “Social Development of Rural Areas until 2020.” Other programs target
specific regions (e.g., “Socio-Economic Development of the Republic of Ingushe-
tia for 2010-2016") and could potentially represent redistributive measures of the
federal government. Finally, it is not clear what the category “other subsidies” (as
classified by the Russian Ministry of Agriculture) refers to. Unfortunately, we do not
have more detailed data for these subcategories. However, regressing this aggregate
measure of agricultural support on the same set of explanatory variables generates
results similar to our main estimations (see Appendix 2 for details). One exception is
the coefficient of the Gini index based on current assets of agricultural enterprises,
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which we cannot claim to be different from zero. The reason for this may be the fact
that total agricultural support includes federal target programs and other funding ori-
ented toward public goods financing, which is not distributed among agricultural
producers. As a result, the effect of large farms gets obscured by this noise.

We further experiment with the proxies for UR’s regional dominance. First, we
utilize the conjecture that UR may be interested in ensuring its dominance not only
within the Duma elections, but also within the elections of regional parliamentar-
ians. A solid dominance in the regional legislatures may increase the likelihood
of winning the federal-level elections. As a result, both regional and federal poli-
ticians may have incentives to redistribute in order to maximize political support
in the regional legislatures. Consequently, we should observe similar relationships
with respect to the elections of regional parliamentarians. To test this hypothesis,
we substitute UR’s winning margin in the Duma election with the winning margin
of its regional representation. Similar to our main estimations, we use a vote share
of the communist party in the last elections as an instrument. The coefficients of our
variables of interest and the interaction term are very similar to our main estimations
(see Appendix 2 for details). Finally, we re-estimate the regressions, substituting the
UR’s winning margin with a simple vote share. Estimation results are very similar to
Table 2 (see Appendix 3 for details). However, the interaction terms for the regional
subsidies are not significant anymore (although of the expected sign).

Conclusion

This study contributes to the literature on the political economy of redistribution
policies by examining Russian politicians’ incentives to cater to an important group
of voters: agricultural producers and rural residents. We modeled politicians’ behav-
ior in the context of agricultural subsidies distribution, both at federal and regional
levels, and found that one of the major factors guiding the distribution of agricul-
tural subsidies is the success of the dominant party (United Russia) within Russia’s
authoritarian regime. Moreover, we sought to answer the question of how the politi-
cians direct agricultural subsidies, and found evidence that the regional politicians
may use large agricultural enterprises as vote brokers.

Examining the incentives of the central government, we contribute to the debate
about whether it targets the “core” or “swing” voters while redistributing resources.
In the context of agricultural subsidies distribution, we find support for the “swing”
voters hypothesis because the federal government appears to allocate larger co-
funding shares of agricultural subsidies to those regions where the incumbent party
faces more competition. In other words, the federal government appears to buy votes
in those regions where it feels their investments will bring higher marginal returns.
This study goes beyond similar studies of Jarocifiska (2010), Marques et al. (2016)
or Popov (2004), who look at the allocation of intergovernmental transfers. Instead,
we focus on a very specific redistribution problem: agricultural subsidies toward a
very concrete interest group: agricultural producers. Rural voters may be of central
importance for UR because its ability to cement regional support has been largely
based on mobilizing rural residents with the help of strong local leaders (Golosov
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2014). Transfers may simply generate higher marginal utility for poorer rural voters
and, thus, represent an attractive target group for the politicians (Magaloni 2008).

Although fiscal centralization has increased under Russia’s authoritarian regime,
we find regional governments to be rather free in redistribution decisions and to be
largely driven by considerations of the political economy. Despite the authoritar-
ian context and consequently weak accountability mechanisms between local voters
and politicians, the hierarchical organization of the incumbent party incentivizes
regional politicians to maximize political support. In doing so, political parties may
rationally solicit more narrow interest groups when political competition intensifies
(Cox 1990). On the other hand, local interest groups may face higher risks seeking
rents from a particular party knowing that there is strong political competition in
the region (Bardhan and Mookherjee 2000). Our estimations grant support to the
Cox’s (1990) hypothesis because larger amounts of regional co-funding of agricul-
tural subsidies are associated with higher political competition. UR may need to
cater to different special interest groups should it feel that these “investments in
vote buying” could improve their political support in the next elections.

We find that local agricultural elites are an important stakeholder in local
redistributive politics. In particular, regions with highly unequal distribution of
farm size appear to be more successful in obtaining larger federal and regional
amounts of agricultural subsidies. This may reflect both superior lobbying capac-
ity of the super-large farms that may control hundreds of thousands of ha and the
government’s preference to deal with larger agricultural producers. Importantly,
regional governments appear to instrumentalize agricultural subsidies and use
large agricultural enterprises as vote brokers, conditioning subsidies on mobili-
zation of voter groups that could be influenced by a particular enterprise. These
findings are in line with Frye et al. (2018), who demonstrates that the most preva-
lent way of voter mobilization in Russia is intimidation at their workplace.
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Appendix 1: Fixed-Effects Estimations

Variables Total federal subsidies Total regional subsidies
UR winning margin —0.372%* — 1.002%%%* —0.338%* —0.814%%*
0.011) (0.000) (0.024) (0.000)
Gini ag enterprises 2.661%*** 9.113%%%* 3.241%%* 8.115%**
(0.002) (0.000) (0.001) (0.000)
Number of state workers 0.327 0.178 0.729%%* 0.616%**
(0.184) (0.391) (0.005) (0.007)
Index of budgetary self-sufficiency 0.192 0.262 0.253 0.306
(0.630) (0.525) (0.568) (0.511)
Ag area 1.415 1.432 1.975 1.989
0.411) (0.319) (0.226) (0.167)
Livestock headcount —1.296* -1.013 —1.702%%* —1.487*
(0.070) (0.145) (0.046) (0.078)
Share of ag in GRP —0.638** —0.541%* —0.741%* —0.668%**
(0.032) (0.063) (0.023) (0.037)
Share of extr in GRP 0.212 0.132 0.063 0.002
(0.192) (0.385) (0.694) (0.990)
GRP growth —-1.314 —1.173 0.166 0.273
(0.167) (0.179) (0.855) (0.739)
Population —0.306** —0.246%* —0.508%** —0.462%**
(0.043) (0.050) (0.003) (0.002)
UR winning margin*Gini ag enterprises — 1.851%%% —1.398%#%
(0.000) (0.002)
Constant 10.558 11.409 -0.071 0.572
(0.460) 0.351) (0.996) (0.961)
Within R? 0.356 0.403 0.431 0.455
N 467 467 467 467

p-values are reported in brackets

Note: no lagged dependent variables were included among the independent variables. All independent
variables are lagged

*Significant at 0.1; **significant at 0.05; ***significant at 0.01

Appendix 2: Estimations for the Robustness Check

Variables GMM DPM with IV
Total federal sup-  Total regional Total federal Total regional
port with target support with target subsidies subsidies
programs programs
UR winning —1201.154%** —264.045%
margin (0.006) (0.094)

e
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Appendix 2: (continued)

Variables GMM DPM with IV
Total federal sup-  Total regional Total federal Total regional
port with target support with target subsidies subsidies
programs programs
Local UR winning —0.457%%* —0.589%**
margin (0.000) (0.000)
Gini ag enterprises 216.709 —314.634 1.238%** 1.455%#*
(0.743) (0.264) (0.000) (0.000)
Number of state 125.824 —60.036 0.509%** 0.552%**
workers (0.716) (0.682) (0.000) (0.000)
Index of budgetary 1445.299 254.353 1.169%** 0.962%**
self—sufficiency  (0.118) (0.329) (0.000) (0.000)
Ag area —1912.251* —368.936 —0.545%#* —0.846%**
(0.066) (0.189) (0.009) (0.000)
Livestock head- 1200.296 548.097%** 0.184 0.504%**
count (0.128) (0.021) (0.223) (0.010)
Share of ag in 2197.787** —318.684 0.841%** 0.858%**
GRP (0.026) (0.260) (0.004) (0.001)
Share of extr in 294.130* 65.383 0.263%** 0.073
GRP (0.069) (0.322) (0.000) (0.136)
GRP growth 7005.954%** 1430.680* 2.484%** 6.619%**
(0.000) (0.064) (0.000) (0.000)
Population —643.730 23.052 —0.420%%* —0.629%*%*
(0.150) (0.851) (0.000) (0.000)
UR winning 176.954 353.111 —1.147 — 1.840%**
margin*Gini ag  (0.858) 0.414) (0.386) (0.000)
enterprises
Number of instru-  46/0.397 46/0.248 47/0.516 47/0.268
ments/Hansen
overID test
AR(1)! 0.035 0.282 0.048 0.027
AR(4)! 0.370 0.606 0.337 0.942
N 390 390 385 385

p-values are reported in brackets. Interaction effects are calculated using delta method

*Significant at 0.1; **significant at 0.05; ***significant at 0.01

'AR(2) and AR(3) tests are unavailable due to missing observations during 2011. All specifications use
vote share for the communist party in the previous electoral cycle as an IV
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Appendix 3: Estimations with a Simple Vote Share as a Measure
of Political Competition

Variables (GMM DPM) (GMM DPM with IV)

Federal Regional Federal Regional ~ Federal Regional  Federal Regional

Vote share —3.460%%* —2.706%% —3.482%%% —2.042%** _3383#** _2522%% _—4343%%* D A55%*
for the  (0.000) (0.040) (0.000) (0.007) (0.000) (0.025) (0.000) (0.017)
UR

Gini ag 1.519% 1.171* 1.508** 0.938 1.935%* 1.235% 2.596%* 0.966
enter-  (0.066) (0.067) (0.027) (0.168) (0.044) (0.076) (0.036) (0.164)
prises

Number  0.540* 0.335 0.622%%* 0.388 0.487 0.332 0.484 0.359
of state  (0.067) (0.309) (0.040) (0.242) (0.136) (0.309) (0.333) (0.259)
workers

Index of  0.902* 0.690%*  0.800 0.744%* 0.990%* 0.683**  1.196** 0.584
budget- (0.059) (0.019) (0.111) (0.025) (0.034) (0.018) (0.047) (0.185)
ary
self-suf-
ficiency

Agarea —1.334 -0.792 —1.358 —0.587 —1.989%*%  —1.042% —2.547*%** —(0.778

(0.142) (0.197) (0.147) (0.367) (0.007) (0.089) (0.003) (0.222)

Livestock 0.791 0.389 0.815 0.357 1.108%* 0.555 1.405%#*%  0.598

head-  (0.161) (0.344) (0.162) (0.403) (0.028) (0.150) (0.005) (0.112)

count

Share of ~ 1.395%% 0.626 1.327%* 0.664 1.517%* 0.575 2.015%* 0.198
agin (0.014) (0.196) (0.031) (0.254) (0.017) (0.215) (0.042) (0.823)
GRP

Share of  0.127 0.199 0.122 0.215 0.146 0.183 0.182 0.138
extrin  (0.227) (0.171) (0.255) (0.120) (0.210) (0.184) (0.359) (0.438)
GRP

GRP 6.577***  2.981%*%  6.837F**F  2753%* 6.494%%% 3 .069%*  4.961%**  2192%*
growth  (0.000) (0.030) (0.000) (0.027) (0.000) (0.021) (0.000) (0.014)

Popula-  —-0.572* -0.324  -0.624** —0.267 —0.700%*  —0.357 —0.680 -0.263
tion (0.078) (0.190) (0.045) (0.242) (0.046) (0.183) (0.110) (0.276)
Vote share 1.012 —-2.113 0.471 —2.466
for the (0.576) (0.219) (0.801) (0.167)
UR*Gini
ag enter-
prises

Number 43/0.127  43/0.482 43/0.160  43/0.495 44/0.127 44/0.530  42/0.064  42/0.290
of
instru-

ments/

Hansen

overID

test
AR(1)! 0.004 0.270 0.003 0.256 0.006 0.226 0.019 0.199
AR#) 0.400 0.300 0.378 0.398 0.337 0.296 0.256 0.408

e
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Appendix 3: (continued)

Variables (GMM DPM) (GMM DPM with IV)
Federal Regional ~ Federal Regional ~ Federal Regional ~ Federal Regional

1V for No No No No Yes® Yes Yes Yes

vote

share

for the

UR
N 390 390 390 390 390 390 390 390

p-values are reported in brackets
*Significant at 0.1; **significant at 0.05; ***significant at 0.01
'AR(2) and AR(3) test is not available because of missing observations during 2011

2As an IV, we use vote share for the communist party in the previous electoral cycle
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