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University of lowa
Charles Tien,
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Graduate Center, CUNY

During spring 2000, we released to the press
a preliminary forecast of a Gore victory.
Indeed, one of us, in a widely-read quotation,
declared, “It’s not even going to be close”
(Washington Post, May 26, 2000, p. 1). We
were wrong, as were all of our fellow model-
ers. Indeed, among “five of the best forecast-
ers” identified by Robert Kaiser (Washington
Post, May 26, 2000, p. 1), the Gore projection
ranged from 53% to 60% of the two-party
popular vote, pointing to a Democratic land-
slide. Such gross error raises the question:
Should the models be junked? Some journal-
ists, pundits, and scholars have suggested the
answer is “yes.” We disagree. Remember that
forecasters of all stripes—modelers, pollsters,
marketers, campaign experts—failed to call
2000. (See the review of 49 forecasts, from
multiple and international sources, in Lafay
and Lewis-Beck 2000). The virtually total in-
ability to predict the Bush-Gore result also
reminds us that no model will ever be perfect,
that electoral behavior can never be fully
determined. Still, while falling short of perfec-
tion, we believe that modeling can be
improved.

The key to success lies with the reduction
of specification error, namely inclusion of the
proper independent
variables, properly
measured. Put
another way, better
theory will yield bet-
ter forecasts. As we
shall show, models
based on sounder
theory than that
available in 2000
manage to lower
prediction error substantially, for the post-
World War II election series in general and
for the 2000 race in particular. These models
inform us more fully about how voters re-
spond, especially with regard to the economy.
Here jobs, or their relative lack, play a deci-
sive role that has hitherto been neglected.
Once the job market is considered, a rather
precise forecast of the 2004 race becomes
possible.

Below, we review our core model and vari-
ous unsuccessful attempts to move beyond it.
Then, we consider a first revision, based on
retrospective-prospective economic voting
theory. Next, the institution of incumbency is
measured in a new way, and integrated into a
political economy-growth model. Finally, as an
experiment, a “jobs model” completes the
theoretical picture. After the models are evalu-
ated, the paper concludes with a point forecast
for 2004.
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The Core Model

In our forecasting work over the last 20
years, two variables have been at the core of
all the models—presidential popularity and
economic growth (Lewis-Beck and Rice
1982; Lewis-Beck and Rice 1984). These
variables compose the core theoretically and
empirically. With respect to theory, there is
little doubt that they move individual voters
(Lewis-Beck 1988; Lewis-Beck and Rice
1992). Empirically, their connections to elec-
toral outcomes are strong. Across the post-
World War II presidential election series,
presidential popularity (measured by the July
Gallup poll) and GNP growth (measured in
constant dollars over the first six months of
the presidential election year) correlate with
two-party popular vote share, respectively, at
.82 and .66. These correlations are doubly
impressive, given that the popularity (P) and
growth (G) measures are taken at a lead of
four to five months before the election. Of
course, this lead time is an advantage, not to
say a prerequisite, given the goal is predict-
ing the election well before the event.

This core political economy model, V =
f (P, G), is estimated (OLS) in column 1 of
Table 1, for the election series 1948—-2000.
While by usual standards of political science
explanation the supporting statistics (i.e., signifi-
cance tests and goodness-of-fit) are good, they
are not generally good enough to yield ex ante
forecasts of sufficient accuracy. Therefore, as
tests, in the past we have judiciously added
other variables to the core model. These vari-
ables were selected on grounds of theory, and
usually introduced into the model one at a time.
After the 2000 forecast error, we did extensive
testing of this sort, including potential independ-
ent variables from the following theoretical cat-
egories: the campaign, the economy, party poli-
tics, ethics, and institutional factors (Lewis-Beck
and Tien 2002, 173). None of the variables
measuring the campaign, the stock market, the
presence of Ralph Nader, or the ethics of the
Clinton administration managed statistical signif-
icance at conventional levels (Lewis-Beck and
Tien 2002, Table 4, 180). What did seem to
matter, however, was the time dimension of
economic voting, and the institutional features
of incumbency, discussed below.

First Revision: The Time
Dimension of Economic Voting

Classic economic voting theory says
electors punish the president’s party when the
economic record has been bad (Kiewiet 1983).
But revisionist work indicates that electors
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Table 1
Comparing Growth and Jobs Models
Dependent
Variable = Two
Party Vote Core Model (1) Revised Model (2) Growth Model (3) Jobs Model (4)
Constant 37.6" 37.99* 37.48* 31.16*
(12.60) (14.73) (19.08) (12.63)
Pres. Popularity .26” .25” .26” .26*
(3.82) (4.54) (6.03) (8.21)
GNP Change 1.29*
(1.98)
GNP x Elect 1.74* 1.50* 1.58*
(3.02) (3.35) (4.74)
Incumbent Party 2.07* 2.30"
Advantage (3.02) (4.31)
Jobs 59"
(3.09)
R2 .75 .82 .91 .96
Adj. R2 .71 .78 .88 .94
SEE 3.12 2.69 2.04 1.52
D-W 2.29 2.18 1.63 1.28
N 14 (1948-2000) 14 (1948-2000) 14 (1948-2000) 13 (1952-2000)

Where Two Party Vote = percentage of the two-party popular vote received by the incumbent party.

Pres. Popularity = Gallup approval rating of the president’s job handling measured in the first July poll
before the election.

GNP Change = percentage change (nonannualized) in GNP (constant dollars) from fourth quarter of
the year before the election the second quarter of the election year.

GNP x Elect = the growth rate in the real GNP across the first six months of the election year times
whether an elected president is running (scored 1) or not running (scored 0.5).

Incumbent Party Advantage = 1 if incumbent party candidate is the elected president (1956, 1972,
1980, 1984, 1992, 1996) or following a president who died in office (1948, 1964), 0 if incumbent party
candidate has a tolerable association with the previous president (1952, 1976, 1988), - 1 if incumbent
party candidate and the president are not united (1960, 1968, 2000).

Jobs = growth in jobs over first 3.5 years of president’s term. Data (not seasonally adjusted) are the
number of employed in Civilian Labor Force (16 years and older) from Bureau of Labor Statistic's
Current Population Survey of Households. Entries calculated by taking ((# employed in June of
election year - # employed in January of inauguration year) / # employed in January of inauguration
year) * 100.

Figures in parentheses are t-ratios; * = statistical significance at the .05 level, two-tail test; ** = statistical
significance at the .10 level, two-tail test.

R-sq. = the coefficient of multiple determination; adj. R-squared = the coefficient of multiple determination
adjusted for degrees of freedom; SEE = the standard error of estimate; N = sample size (observations on
elections from 1948-2000).

D-W = the Durbin-Watson statistic.

*

The question became how
better to incorporate the
economic voting time di-
mension. Fortunately, inde-
pendent work we were
doing on national economic
voting, using a pooled
cross-section of American
National Election Studies
from 1956-1996, provided
us with the critical clue
(Nadeau and Lewis-Beck
2001). That study demon-
strated that when an elected
president himself was run-
ning for election, economic
voting was largely retro-
spective. But, when the in-
cumbent party candidate
was not the president,
economic voting was largely
prospective. A president is
judged mostly on his record,
while a candidate of the
president’s party is judged
mostly on his promises.
This finding would seem to
help explain Gore’s failure
to gain much from strong
economic performance under
the Democratic administra-
tion. He was not the presi-
dent, and so benefited less
from the economic boom.

In other words, the eco-
nomic growth variable
should be modeled as an
interactive (G X E) term,
rather than an additive term
(G), since its impact de-
pends on whether the in-
cumbent candidate is the
president or not (E). Based
on our estimates from the
1956-1996 election survey
pool, the impact of eco-
nomic growth on the vote
would be about cut in half if
the candidate were not him-
self the president (Nadeau

will also punish the president’s party when there is the prom-
ise of a poor economic future (Clarke and Stewart 1994). In
other words, economic voting can be prospective, as well as
retrospective. Before the 1996 contest, to incorporate this theo-
retically compelling result, we added a prospective index
based on Gallup questions such as: “Which party—the Repub-
lican or the Democratic—will do a better job of keeping the
country prosperous?” (Lewis-Beck and Tien 1996, 474). While
conceptually sound, the measure was unfortunately empirically
flawed, as became clear by the 2000 contest. For one, it was
based on items not asked regularly. (Although the modal
month for asking was August, they were not actually available
in 2000 until October, which posed a grave problem of lead
time.) For another, the presence of this prospective index in
the 2000 model actually generated a worse forecast for

2000 than did the core model alone (Lewis-Beck and Tien
2001, 22).
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and Lewis-Beck 2001, 171). Therefore, to construct the inter-
action term, we multiplied G times E, where E is scored “1”
if the elected president is running and “.5” otherwise. This
revised model, V = f[P, (G x E)], is estimated in column 2
of Table 1. One observes that the relevant statistics are much
improved, generally supporting the theory. Further, the model
generates an out-of-sample forecast (from 1948-1996) for
Gore of 54.9%, down from the 56.7% of the core model
(Lewis-Beck and Tien 2001, 22).

Second Revision: The Advantages
of Incumbency

Incumbency does have its disadvantages. It has been gener-
ally observed that long-standing governments lose votes, paying
the “cost of ruling” (Paldam 1986). These “costs of ruling”
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might eventually spell “time for a change,” as Abramowitz
(1996) describes the feelings of voters after a party has served
two terms in the White House. Indeed, incumbency itself pre-
scribes its own undoing in the U.S. presidential system with a
two-term limit. But as long as the president, or his party, occu-
pies the Oval Office, the advantages of incumbency—media
access, resources, prestige—are there to exploit.

We imagine that the greatest incumbency advantage accrues
to an elected president running for reelection (1956, 1972,
1980, 1984, 1992, 1996). Such a candidate stands at the head
of his nation and party, and has had the experience, exposure,
and opportunities of years in office. (The same can be said of
those presidents running who came to the office through the
death of an elected president, as in 1948 and 1964.) At the
other extreme, the powers of incumbency are weakest when
the party candidate is not the president and does not have the
backing of the president. There are three cases of this type:
1960, 1968, 2000. Eisenhower’s disdain for Nixon in 1960
was well-known, as was Johnson’s disdain for Humphrey in
1968 (White 1961; 1969). With respect to 2000, the split be-
tween Gore and Clinton, largely of Gore’s own doing, was
widely publicized. In such a circumstance, the incumbent
candidate lacks traditional, important sources of support, and
would be expected to suffer accordingly at the ballot box.
Between these two extremes are the cases where the party
candidate is not the president, but relations between the two
men are more or less tolerable (1952, 1976, 1988).

This trichotomous Incumbency Party Advantage variable,
(labeled I and scored +1, 0, —1) is added to the above revised
model, taking the form V = f[P, (G x E), I]. That model is
estimated in column 3 of Table 1. Observe that it is easily
statistically significant, and suggests that for each increment of
incumbency advantage the party in the White House can
expect an additional two percentage points toward the popular
vote. Overall, the model statistics improve dramatically. The
adjusted R-square goes up 14 points, and the standard error of
estimate drops by over one-half a point. Most importantly, for
our purposes, the residual for
the 2000 prediction is just
2.34 percentage points, off
the mark by only about
one standard error. Theoreti-
cally, this is an extremely
important result, for it sug-
gests that the apparently
idiosyncratic Gore debacle

Figure 1

Houselholds

measures of consumer confidence about pocketbook and
nation. In our forecasting work, we have stuck with GNP. The
latest version of that model appears in column 3, Table 1, and
we call it a Political Economy-Growth model to emphasize the
role GNP plays. However, the inclusion of one particular eco-
nomic variable in a forecasting model is a short-hand. Partly,
this short-hand is forced on us by the limited number of de-
grees of freedom. We have said elsewhere that “these models
should have no more than three independent variables”
(Lewis-Beck and Tien 2002, 186). But, we have also argued
that individual voters look at various aspects of the economy,
and weight them differently, before arriving at a summary
judgment about how the economy is doing (Nadeau and
Lewis-Beck 2001). It is perhaps, then, worth exploring
whether another economic variable, or some combination of
economic variables, can be profitably added to the mix.

We have been led to experiment with a variable that has
hitherto been unstudied in the election forecasting world—jobs.
Our interest was sparked by the current controversy over job
growth, or its relative lack, under the Bush administration.
Economist Paul Krugman (New York Times, April 9, 2004,

p- 19) has argued that “this year’s election will be a contest
between a candidate who advocates a return to economic
policies that were associated with eight years of very solid job
growth, and one who advocates continuation of policies that
have, after three years, yielded exactly one good monthly jobs
report. . . . If the election is driven by economics at all . . . it
will reflect the job situation on the ground, which remains
grim.” In more guarded commentary, a reporter in The Econo-
mist_(June 12, 2004, p. 27) questioned the “jobless recovery”
and drew a parallel with 1992, when “George Bush senior lost
the 1992 election during a lackluster, job-scarce recovery.”

In Figure 1, one can see the cumulative job gains (in percent)
for each presidential administration, measured from its inaugura-
tion to the end of June, six months before the election. (Data
not available before 1952.) Looking at past administrations, the
poorest job numbers occurred under George H. W. Bush, when

Jobs Created Over First 3.5 Years of President’s Term

Unadjusted civilian labor force (16 yrs and older) from BLS a Current Population Survey of

can be explained by general
electoral forces in the Ameri-

can political system. Fore-
casting models of a system-
atic sort, such as this, do not
yet appear ready for the
scientific junkheap.

Last Revision: The
Jobs Experiment

% Growth in Jobs

Most forecasting models
include a measure of the
economy, but there is no
consensus on which one
measure to use. There are
objective indicators available,
such as unemployment, GNP,
GDP, or inflation. And, there
are subjective indicators on
hand, built from survey
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Growth = ({(# employed June election yr - # employed January of inauguration yri / # employed in January of inaugueation yr) = 100
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Table 2

Comparing the Growth Model to the Jobs Model: Forecasting Accuracy

model (column 4, Table 1)
are compared to the Growth
model (column 3, Table 1).

One observes no unusual

Jobs model Growth model Jobs Model Growth Model .
residuals residuals Predicts winner? Predicts winner? If)attern of remduals: Note
urther that, according to

1948 . 1.06 Yes these within-sample results,
1952 0.23 -1.10 Yes Yes the Jobs model predicts the
1956 1.22 0.23 Yes Yes 2000 election better than the
1960 1.95 0.94 Yes Yes Growth model does.
1964 —-0.23 0.59 Yes Yes We test the Jobs model
1968 0.08 1.83 Yes Yes with further experiments.
1972 0.93 1.71 Yes Yes Table 3 presents step-ahead
1976 -1.80 -1.75 No No forecasts from the Jobs
1980 0.06 1.85 Yes Yes model, going back to
1984 0.56 0.45 Yes Yes 1984. One observes that,
1988 1.07 1.98 Yes Yes out-of-sample, the Jobs
1992 -0.24 -3.35 Yes Yes model manages to forecast
1996 —2.05 —2.11 Yes Yes the 2000 result with only
2000 -1.77 —2.34 Yes Yes* 2.6 points of error. It also

*The models predicted that Gore would win the popular vote, which he did. However, Bush won the

Electoral College vote.

jobs grew by only 4.40 percentage points over the term. Un-
der the current administration, jobs have grown by 3.67 per-

centage points, an even lower number. These results force the
question: Will George W. Bush meet the same fate as his fa-
ther, becoming a one-term president?

When this Jobs variable is included in our forecasting
model—V = f[P, (G x E), I, J)]—the estimates change, as can
be seen from column 4 of Table 1. The Jobs coefficient is
clearly statistically significant, suggesting that for every
percentage point rise in jobs, the presidential party can expect
about another half-point of the popular vote share. Compare to
the Growth model in column 3. All the other coefficients are
stable in magnitude and their significance levels increase. Fur-
ther, the adjusted R-squared jumps 6 points, and the standard
error of estimate drops another half-point.' But, how robust are
these results? We ran a series of diagnostic tests—studentized
residuals, Cook’s D, DFBETAs among them—and detected no
troublesome signals, in particular no reasons to suspect the
2004 observation. In Table 2 the actual residuals from this Jobs

fares well for earlier elec-
tions, doing very well for
1992. The Jobs variable’s
increase in statistical sig-
nificance in the more recent elections hints that perhaps the
Jobs variable has become more and more salient for the
electorate. Its increased potency is also suggested by a small
but growing body of work that sees job insecurity emerging
as a key variable in economic voting (Lacy and Mughan
2002).

Forecast for 2004: Too Close to Call?

We have observations on our independent variables as of
August 27, 2004: P =47, G X E =132, 1= 1, J = 3.67. Plug-
ging these scores into the jobs model forecasts just 49.93% of
the two-party popular vote for President Bush. Strictly speaking,
then, the forecast is a two-party popular vote win for Senator
Kerry. However, the margin of error must be considered. The
standard error of estimate is 1.52. The suggestion is that Bush
could lose (or win) by a hair, i.e., [49.93 *+ 1.52] = [48.41,
51.45]. Taking this plausible amount of error into account, the
race is too close to call.

From Popular Vote

LBk to Electoral Vote:
Step Ahead Forecasts*: The Jobs Model Performance o “lectoral Vote:
2004 Mirrors
Dependent 2000?
Variable = Two Forecast Forecast Forecast Forecast Forecast It is the electoral vote
Party Vote for 2000 for 1996 for 1992 for 1988 for 1984 >
not the popular vote, which
Constant 31.35* 31.16* 32.92* 32.92* 32.80" ultimately counts in winning
(13.83) (15.97) (9.70) (8.92) (7.10) the presidency. Fortunately,
Pres. Popularity .28* .28* 27" 27" 27" the two variables are very
(9.04) (10.68) (8.10) (7.24) (5.73) highly related, r = .97
GNP x Elect 1.56* 1.56* 1.57* 1.59* 1.57* (Lewis-Beck and Tien 2002,
(5.09) (5.93) (5.54) (5.20) (3.5) 178). (If popular vote is
Incumbent 1.85* 2.03* 2.09* 2.14* 2.12* measured as percentage of
Party Advantage (3.25) (4.08) (3.81) (3.60) (2.98) the total vote, instead of
Jobs 0.55* 0.55* 0.47* 0.43 0.43 two-party vote, r = .92.)
(3.05) (3.57) (1.98) (1.62) (1.36) Further, as a rule of thumb,
Point Forecast 52.61 57.06 47.49 53.11 58.96 if a candidate’s popular
Actual Vote 50.3 54.74 46.55 58.9 59.17 two-party vote share ex-

*The forecast for each year uses data up to the previous election. For example, the forecast for 2000
is based on parameters estimated from OLS regression using data from 1952—1996.
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ceeds 50%, then he or
she can expect to win.
However, that rule is only
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an approximation. When this popular vote share falls just a
small amount above the “magic number” of 50%, then the re-
gression prediction is that the candidate will not gain a major-
ity of the electoral vote, even with this popular vote majority.”
Of course, this was the bitter experience of Al Gore in 2000,
when he received 50.3% of the two-party popular vote.

When electoral vote (EV) share is regressed (OLS) on
two-party popular vote (PV) share, N = 14 (1948-2000), the
following equation, R-squared = .94, SEE = 7.42, results
(Lewis-Beck and Tien 2002, 177):

EV = -202.90 + 4.96 PV + e. Eq. 1.

Plugging in the actual Gore popular vote outcome yields the
following prediction:

EV

-202.90 + 4.96 (50.3)
= 46.59%
= Gore loss.

Plugging in our Bush 2004 popular vote forecast yields the
following prediction:

EV = -202.90 + 4.96 (49.93)
= 44.75%
241 electoral votes

= Bush loss.

Thus, the electoral vote forecast literally agrees with the pop-
ular vote forecast, in that both say Bush will lose. But, as
with the popular vote forecast, we see that the margin is ex-
tremely close. If the electoral vote forecast were off one
standard error of estimate (at 7.42 percentage points), then
Bush could win. Using that one standard error of estimate,
it is plausible that the actual electoral vote share in percent
could be [44.75 £ 7.42], for a confidence interval of [37.33,
52.17]. Again, one suggestion is that the race is too close to
call.

Another suggestion from these results is dramatic. If the
Bush two-party popular vote share falls between 50-51 percent,
the electoral vote prediction from Eq. 1 above is that he would
lose. (See also footnote 2). Then, we would have a situation

Notes

*We wish to thank economist George Neumann, University of Iowa, for
his suggestions about measuring job growth. Of course, any errors we
made in that measurement are our own responsibility.

1. The jobs model does not include 1948 as data on job growth from
the household survey is not available for this year. To test the possibility
that the improvement in the fit statistics in the jobs model is due to
excluding the 1948 case, we ran the core and growth models without
the 1948 case. The fit statistics for the core and growth models do not
change much when the 1948 case is dropped.

2. The fact that the popular vote share is highly, almost perfectly,
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