
16: Consequences of Democratic Institutions 729

upward trend in fiscal activity among countries in the Organisation for Economic 
Co-operation and Development (OECD) during the postwar period, a period generally 
considered a time of economic growth and increased industrialization. This can be seen by 
looking at how the black dots, which represent the OECD average level of fiscal activity in 
each year, rise over time. Note, though, that not only do the black dots rise over time, but the 
“boxes” and “whiskers” lengthen too. This indicates not only that the mean level of govern-
ment fiscal activity among OECD countries increased during the postwar period but also 
that the cross-national variation in the level of government fiscal activity increased as well. 
Wagner’s law does not provide a straightforward explanation for this continued and increas-
ing variation in the level of fiscal activity across countries that, in regard to wealth and 
industrialization, were probably becoming increasingly similar over time (Le Pen 2005; Li 
and Papell 1999).

What might explain this cross-national variation in the level of fiscal activity? One expla-
nation that has been offered as an improvement over Wagner’s law emphasizes the conflict-
ing preferences that citizens have with regard to fiscal policy. As our discussion of the 
Meltzer-Richard model in Chapter 9 indicated, there are good reasons to believe that citizens 

Total Public Fiscal Activity by Year in Twenty-One  
OECD Countries, 1947–1997Figure 16.3

C
en

tr
al

 G
o

ve
rn

m
en

t 
R

ev
en

u
es

 a
n

d
 

Ex
p

en
d

it
u

re
s 

as
 a

 P
er

ce
n

ta
g

e 
o

f 
G

D
P

60%

80%

100%

120%

40%

20%

0%

19
50

19
53

19
56

19
59

19
62

19
65

19
68

19
71

19
74

19
77

19
80

19
83

19
86

19
89

19
92

Source: Franzese (2002b, 17).

Note: The black dots indicate the mean level of total public fiscal activity in the OECD countries; the vertical black 
lines indicate the maximum and minimum levels of total public fiscal activity in the OECD countries; the vertical size 
of each box indicates one standard deviation above and below the mean in the OECD countries.




