


Abstract

Theories of fiscal illusion and political competition have different implications for (i) the

causal relationships between taxes and spending, and (ii) government size. These are tested using

data from u.s. states from 1950 to 1990. We find evidence that greater political competition

generally encourages bigger government, the Democratic Party is associated with bigger government,

and state governments which "tax first, spend later" are more likely to be large. Other factors related

to the fiscal illusion and political competition theories also appear to be important determinants of

government size.






















































