
eligible governors and second-term lame ducks, com-
pared to first-term lame ducks. This is similar to the
effect of an extra $300 to $400 in real state per capita
income. As shown in column 7, the economic growth
rate is nearly 0.7 percentage points higher (about a
quarter of the average growth rate) under first-term
reelection-eligible governors than under first-term lame
ducks, reflecting the accountability effect; the positive
coefficient on the competence effect goes in the
expected direction but falls short of statistical signifi-
cance at conventional levels. These are, on the whole,
both substantively and statistically significant effects.

It is worth noting that, in all four cases, the
competence and accountability effects are of approx-
imately the same size; in no case does a statistical test
reject the hypothesis of equal magnitudes at conven-
tional levels of significance. This fact should not be
interpreted to mean that, in some general sense,
competence and accountability are of equal impor-
tance for the quality of governance. We are estimat-
ing the size of a particular accountability effect and a
particular competence effect in a particular electoral
setting. However, the similarity of the magnitudes in
these data is important because it suggests that, by
focusing on both accountability and competence, our
findings can resolve an extant empirical puzzle.

Resolving an Empirical Puzzle

As described in the literature review, Besley and Case
(1995a) find that per capita taxes and spending were

higher under term-limited governors than under
eligible governors between 1950 and 1986. However,
in a 2003 paper the authors find that the effect of
term limits on spending and taxes displays a marked
downward trend over the past 50 years. Besley and
Case do not distinguish first- and second-term lame
ducks; their regression models include a dummy
variable for all governors who cannot run for
reelection. They conjecture that some unobserved
factor has altered gubernatorial behavior over time.

Our results suggest that the changing effect of
gubernatorial term limits reflects changes in gover-
nors’ competence rather than their behavior. As states
have gradually switched from one- to two-term
limits, voters have increasingly been able to use
elections to weed out low-quality incumbents and
incumbents have had increased scope for on-the-job
learning. As average tenure has increased, perform-
ance by term-limited governors has increasingly
reflected the effect of greater incumbent competence,
offsetting the effect of lower effort over time. Since
the estimated competence effect is roughly the same
size as the accountability effect, the shift from one- to
two-term limits made it appear as though the impact
of term limits was declining to zero.

Robustness Tests

As noted above, a possible source of heterogeneity
in our empirical specification is that the pool of
candidates may change as a result of the relaxation of

TABLE 4 One-Term Limits vs. Two-Term Limits

Dependent variables
Expected signs on
coefficients:

Log of per
capita spending

2

Log of per
capita taxes

2
Borrowing cost

2

Economic
growth

2

(1) (2) (3) (4) (5) (6) (7) (8)

First-term eligible
(Accountability)

20.048**
(0.012)

20.065**
(0.015)

20.039**
(0.014)

20.039**
(0.018)

25.81**
(2.18)

214.04**
(3.45)

0.66**
(0.27)

0.82**
(0.33)

Second-term lame
duck (Competence)

20.041**
(0.012)

20.050**
(0.015)

20.030**
(0.015)

20.029**
(0.018)

26.75**
(2.47)

214.54**
(3.44)

0.45**
(0.29)

0.54*
(0.32)

Sample includes governors
in office at time of
two-term limit adoption?

Yes No Yes No Yes No Yes No

Observations 686 622 686 622 286 261 686 622
R2 0.98 0.98 0.98 0.98 0.72 0.75 0.69 0.68

Note: The omitted category is first-term lame ducks. Controls: state income, population, percent elderly and school-aged, Democratic
Governor, Democratic House, Democratic Senate, divided government, political competition in the House and Senate, governor’s years
of prior political experience, state-specific time trends, state fixed effects, and year fixed effects.
Robust standard errors in parentheses.
*Significant at 10% level.
**Significant at 5% level.
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