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Table A.4	 Summary statistics

Statistic N Mean St. Dev. Min Max

Investment (pc) 7,784 321.998 153.187 0.000 2,243.076
Business tax rev. (pc) 7,784 315.951 224.790 –64.243 2,985.287
Liquidity loans (pc) 7,373 404.307 875.424 0.000 8,363.025
Admin. capacity (per 1,000 capita) 7,352 1.308 0.498 0.000 5.083
Party: Left (ref.: right) 7,544 0.327 0.469 0.000 1.000
Party: Regional voter assoc. (ref.: right) 7,544 0.140 0.347 0.000 1.000
Investment subsidies (pc) 7,784 123.304 76.199 –5.511 754.429
Social security exp. (pc) 7,762 368.154 259.171 0.003 1,799.417
GDP (pc) 7,763 29.290 13.630 8.442 182.128
Unemployment (change) 7,749 –0.066 3.022 –16.687 14.506
Net migration (per 1,000 capita) 7,369 2.718 6.285 –40.600 59.300
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Figure B.4	 Interaction effect of administrative capacity and left party
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Figure B.5	 Instantaneous interaction effects for regional voter association
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Appendix C	 Robustness tests

Table C.1	 Replicating Table 1 with pooled OLS models (i.e., no fixed-effects)

Dependent variable: Investment (per capita)
(1) (2) (3)

lag(Investment (per capita)) 0.732*** 0.722*** 0.715***
(0.008) (0.009) (0.009)

Business tax revenue (per capita) 0.113*** 0.119*** 0.091***
(0.008) (0.008) (0.010)

Liquidity loans (per capita) –0.009*** –0.008*** –0.008***
(0.001) (0.001) (0.001)

Admin. capacity (per 1,000 capita) –5.453** –3.479 –3.879
(1.951) (2.207) (2.203)

Party: Left (ref.: right) –12.230*** –26.031***
(2.370) (3.920)

Party: Regional voter assoc. (ref.: right) 2.753 –22.834***
(3.148) (6.201)

Investment subsidies (per capita) 0.290*** 0.304*** 0.310***
(0.016) (0.017) (0.017)

Social security expenditure (per capita) 	 –0.059*** –0.053*** –0.055***
(0.005) (0.005) (0.005)

GDP (per capita) –0.192 –0.253 –0.182
(0.126) (0.135) (0.136)

Unemployment (change) 0.799* 0.766* 0.740*
(0.346) (0.370) (0.369)

Net migration (per 1,000 capita) 0.947*** 0.820*** 0.804***
(0.163) (0.183) (0.183)

Business tax revenue x left 0.042***
(0.009)

Business tax revenue x regional voter assoc. 0.088***
(0.019)

Constant 50.172*** 51.797*** 61.058***
(4.210) (4.618) (4.914)

Observations 7,263 6,394 6,394
R2 0.719 0.707 0.709
Adjusted R2 0.719 0.707 0.708
Residual Std. Error 80.675 (df = 7253) 82.866 (df = 6382) 82.669 (df = 6380)
F Statistic 2,065.226*** 

(df = 9; 7253)
1,402.793*** 

(df = 11; 6382)
1,195.171*** 

(df = 13; 6380)

Note: *p<0.05; **p<0.01; ***p<0.001.
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Table C.2	 Replicating Table 1 with models that only include unit-fixed effects

Dependent variable: Investment (per capita)
(1) (2) (3)

lag(Investment (per capita)) 0.392*** 0.354*** 0.353***
(0.010) (0.011) (0.011)

Business tax revenue (per capita) 0.140*** 0.143*** 0.115***
(0.009) (0.010) (0.011)

Liquidity loans (per capita) –0.012*** –0.014*** –0.014***
(0.002) (0.002) (0.002)

Admin. capacity (per 1,000 capita) 19.711*** 21.530*** 21.003***
(3.178) (3.644) (3.643)

Party: Left (ref.: right) –6.541 –21.828***
(3.501) (5.017)

Party: Regional voter assoc. (ref.: right) –2.647 –13.266
(4.440) (7.539)

Investment subsidies (per capita) 0.711*** 0.747*** 0.754***
(0.021) (0.023) (0.024)

Social security expenditure (per capita) 0.020** 0.022** 0.021**
(0.007) (0.007) (0.007)

GDP (per capita) –0.108 0.379 0.397
(0.213) (0.248) (0.247)

Unemployment (change) 0.573 0.606 0.594
(0.305) (0.326) (0.325)

Net migration (per 1,000 capita) 0.512** 0.402* 0.395*
(0.177) (0.200) (0.199)

Business tax revenue x left 0.045***
(0.011)

Business tax rev. x regional voter assoc. 0.037
(0.022)

Constant –11.050 –22.257 –15.452
(18.528) (19.474) (19.514)

Observations 7,263 6,394 6,394
R2 0.794 0.789 0.789
Adjusted R2 0.782 0.775 0.776
Residual Std. Error 71.030 (df = 6871) 72.614 (df = 6000) 72.514 (df = 5998)
F Statistic 67.680***

(df = 391; 6871)
57.016***

(df = 393; 6000)
56.930***

(df = 395; 5998)

Note: All models include unit-fixed effects, which are omitted from the table; *p<0.05; **p<0.01; ***p<0.001.
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Table C.3	 Replicating Table 1 with GMM models (Arellano–Bond estimator)

Dependent variable: Investment (per capita)
(1) (2) (3)

lag(Investment (per capita) 0.221*** 0.224*** 0.224***
(0.004) (0.004) (0.004)

Business tax revenue (per capita) 0.169*** 0.171*** 0.123***
(0.002) (0.002) (0.003)

Liquidity loans (per capita) 0.023*** 0.023*** 0.022***
(0.001) (0.001) (0.001)

Admin. capacity (per 1,000 capita) 10.663*** 7.743* 7.784**
(2.942) (3.023) (3.002)

Party: Left (ref.: right) –6.651** –35.778***
(2.250) (3.513)

Party: Regional voter assoc (ref.:right) 1.042 –7.075
(3.063) (4.924)

Investment subsidies (per capita) 0.818*** 0.814*** 0.816***
(0.004) (0.004) (0.004)

Social security expenditure (per capita) –0.005 –0.007 –0.016***
(0.004) (0.004) (0.003)

GDP (per capita) 0.655*** 0.856*** 0.893***
(0.084) (0.092) (0.092)

Unemployment (change) –0.775** –0.839** –1.035***
(0.269) (0.273) (0.275)

Business tax revenue x left 0.081***
(0.005)

Business tax revenue x regional voter assoc. 0.023*
(0.011)

Observations 397 397 397

Note: *p<0.05; **p<0.01; ***p<0.001.
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Appendix D	 Sensitivity analyses 

Table D.1	 Replicating Table 1 for Western Germany only

Dependent variable: Investment (per capita)
(1) (2) (3)

lag(Investment (per capita)) 0.344*** 0.310*** 0.310***
(0.011) (0.012) (0.012)

Business tax revenue (per capita) 0.164*** 0.165*** 0.144***
(0.010) (0.010) (0.013)

Liquidity loans (per capita) –0.007** –0.008*** –0.009***
(0.002) (0.002) (0.002)

Admin. capacity (per 1,000 capita) 14.882*** 20.829*** 20.940***
(3.541) (4.040) (4.041)

Party: Left (ref.: right) –5.222 –18.230**
(3.920) (5.766)

Party: Regional voter assoc. (ref.: right) 1.539 –3.468
(4.922) (8.517)

Investment subsidies (per capita) 0.755*** 0.800*** 0.804***
(0.028) (0.030) (0.030)

Social security expenditure (per capita) 0.001 0.002 0.001
(0.009) (0.009) (0.009)

GDP (per capita) 0.331 0.337 0.276
(0.275) (0.312) (0.313)

Unemployment (change) 0.675 0.629 0.625
(0.504) (0.517) (0.517)

Net migration (per 1,000 capita) 0.069 –0.084 –0.087
(0.259) (0.301) (0.301)

Business tax rev. x left 0.034**
(0.011)

Business tax rev. x regional voter assoc. 0.016
(0.024)

Constant 42.542* 19.635 27.384
(20.638) (21.645) (21.783)

Observations 6,180 5,469 5,469
R2 0.808 0.803 0.803
Adjusted R2 0.796 0.790 0.790
Residual Std. Error 70.936 (df = 5829) 72.469 (df = 5120) 72.417 (df = 5118)
F Statistic 70.013*** 

(df = 350; 5829)
59.987*** 

(df = 348; 5120)
59.759*** 

(df = 350; 5118)

Note: All models include district- and year-fixed effects, which are omitted from the table; *p<0.05; **p<0.01; 
***p<0.001.
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Table D.2	 Replicating Table 1 for Eastern Germany only

Dependent variable: Investment (per capita)
(1) (2) (3)

lag(Investment (per capita)) 0.300*** 0.299*** 0.294***
(0.024) (0.027) (0.027)

Business tax revenue (per capita) 0.115*** 0.143*** 0.089*
(0.031) (0.034) (0.045)

Liquidity loans (per capita) –0.024** –0.025** –0.024**
(0.008) (0.008) (0.008)

Admin. capacity (per 1,000 capita) 3.924 –0.142 1.552
(7.334) (8.370) (8.380)

Party: Left (ref.: right) –13.984* –29.481**
(6.018) (10.434)

Party: Regional voter assoc. (ref.: right) –4.353 –43.273**
(8.163) (15.965)

Investment subsidies (per capita) 0.661*** 0.696*** 0.715***
(0.032) (0.036) (0.037)

Social security expenditure (per capita)	 0.034** 0.029* 0.030*
(0.012) (0.014) (0.014)

GDP (per capita) 0.306 –1.709 –2.252
(1.331) (1.564) (1.572)

Unemployment (change) 0.284 0.010 0.031
(0.658) (0.781) (0.779)

Net migration (per 1,000 capita) –1.246*** –1.388*** –1.458***
(0.355) (0.414) (0.417)

Business tax rev. x left 0.080
(0.045)

Business tax rev. x regional voter assoc. 0.206**
(0.074)

Constant 42.876 66.558 78.650*
(32.936) (38.275) (38.512)

Observations 1,083 925 925
R2 0.829 0.823 0.825
Adjusted R2 0.813 0.804 0.805
Residual Std. Error 51.596 (df = 992) 52.726 (df = 833) 52.519 (df = 831)
F Statistic 53.411***

(df = 90; 992)
42.594***

(df = 91; 833)
42.099***

(df = 93; 831)

Note: All models include district- and year-fixed effects, which are omitted from the table; *p<0.05; **p<0.01; 
***p<0.001.
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Table D.3	 Replicating model 2 and 3 from Table 1 without Bavaria and Baden-Württemberg

Dependent variable: Investment (per capita)
(1)

Without 
Bavaria

(2)
Without 
Bavaria

(3)
Without 

Bavaria and 
Baden-Württem-

berg

(4)
Without 

Bavaria and  
Baden-Württem-

berg

lag(Investment (per capita)) 0.287*** 0.287*** 0.318*** 0.332***
(0.013) (0.013) (0.014) (0.014)

Business tax revenue (per capita) 0.196*** 0.172*** 0.188*** 0.144***
(0.012) (0.014) (0.012) (0.013)

Liquidity debt (per capita) –0.004* –0.004* –0.004* –0.007**
(0.002) (0.002) (0.002) (0.002)

Admin. capacity (per 1,000 capita)	 25.191*** 24.739*** 22.231*** 20.995***
(4.412) (4.414) (4.309) (4.565)

Party: Left (ref.: right) –10.874** –22.641*** –8.590* –24.333***
(3.811) (5.475) (3.676) (5.915)

Party: Regional voter assoc. 
(ref.: right)

–2.599
(5.086)

–10.851
(8.461)

–0.293
(5.153)

–10.968
(9.864)

Investment subsidies (per capita) 0.639*** 0.643*** 0.618*** 0.756***
(0.027) (0.027) (0.026) (0.031)

Social security expenditure 
(per capita)

0.026**
(0.008)

0.025**
(0.008)

0.035***
(0.008)

0.008
(0.009)

GDP (per capita) 0.413 0.251 0.581 0.456
(0.401) (0.405) (0.388) (0.347)

Unemployment (change) 0.413 0.414 0.502 0.597
(0.397) (0.397) (0.377) (0.507)

Net migration (per 1,000 capita) –0.421 –0.406 –0.358 0.179
(0.270) (0.270) (0.263) (0.318)

Business tax rev. x left 0.036** 0.055***
(0.012) (0.011)

Business tax rev. x reg. voter assoc. 0.029 0.066*
(0.026) (0.031)

Constant 14.997 25.882 1.281 4.965
(21.798) (22.084) (20.827) (21.927)

Observations 4,573 4,573 4,089 4,173
R2 0.742 0.743 0.723 0.809
Adjusted R2 0.723 0.724 0.703 0.796
Residual Std. Error 67.585 (df = 4257) 67.530 (df = 4255) 63.915 (df = 3817) 69.390 (df = 3912)
F Statistic 38.908***

(df = 315; 4257)
38.754***

(df = 317; 4255)
36.775***

(df = 271; 3817)
63.762***

(df = 260; 3912)

Note: All models include district- and year-fixed effects, which are omitted from the table; *p<0.05; **p<0.01; 
***p<0.001.
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Table D.4	 Re-estimating coefficients of interest from Table 1 with a Jackknife approach

Dependent variable: Investment (per capita)
(1) (2) (3)

Business tax revenue (per capita) 0.162*** 0.165*** 0.141***
(0.001) (0.010) (0.012)

Liquidity loans (per capita) –0.007*** –0.009*** –0.009***
(0.002) (0.002) (0.002)

Admin. capacity (per 1,000 capita) 15.442*** 19.455*** 19.460***
(3.346) (3.815) (3.814)

Party: Left (ref.: right) –6.742 –19.010***
(3.528) (5.080)

Party: Regional voter assoc. (ref.: right) –0.646 –9.912
(4.494) (7.650)

Business tax rev. x left 0.036***
(0.001)

Business tax rev. x regional voter assoc. 0.032
(0.023)

Note: The table shows results from a Jackknife resampling approach. All models from Table 1 were re-
estimated 13 times, each time dropping all observations from one state from the analysis. The average of 
the coefficients and standard errors across these 13 models was then calculated. The results for all variables 
of interest are shown above. All models include control variables and district- and year-fixed effects, which 
are omitted from the table; *p<0.05; **p<0.01; ***p<0.001.


