Online Appendix 
In the paper, Table 3 reports the second stage of the 2SLS model where indicators of the historical periods during which countries’ current electoral rules were adopted are used as instruments in the first stage of the model. Supplemental Figure 1 reports the marginal effect of PR estimated from Column 2 of Table 3 across all observed values of Concentration. As before, the marginal effect of PR on subsidies is positive and statistically significant at low levels of Concentration. As Concentration increases, the positive marginal effect of PR declines and eventually becomes negative. At high level of Concentration, the marginal effect of PR is negative and substantively large. The standard errors on the estimated marginal effect of PR are slightly smaller in the 2SLS models than the OLS models. 
Supplementary Figure 2 demonstrates the marginal effect of Disproportionality on subsidy budget shares. This variable measures the disproportionality between the distributions of votes and legislative seats and provides greater variation than the dichotomous variable PR. While PR takes on only 2 discrete values (0 and 1), Disproportionality takes on 76 unique values in the sample used to estimated Supplementary Figure 2. In this figure, the marginal effect of Disproportionality on subsidy budget shares is represented by the solid line and is calculated using the coefficient variance-covariance matrixes from Column 2 in Table 2 for all observed values of Concentration. 
At low levels of Concentration, the marginal effect of Disproportionality is negative and statistically significant. As Concentration increases, the reductive effect of Disproportionality declines in magnitude and eventually becomes positive. At high levels of Concentration, the marginal effect of Disproportionality is positive and statistically significant. In other words, an increase in Disproportionality leads to an increase in subsidies for manufacturing industries when manufacturing employment is geographically concentrated. 

Supplementary Figure 3 demonstrates the marginal effect of Ballot on subsidy budget shares. This variable measures parties’ control over the ballot. Higher values of Ballot indicate greater incentives for candidates to cultivate a personal vote. Lower values indicate strong party systems where candidates’ best electoral strategy is to work on behalf of the party to maximize the party’s vote share. The marginal effect of Ballot is calculated using the coefficient variance-covariance matrixes from Column 4 in Table 2 for all observed values of Concentration. 
When the manufacturing sector is highly concentrated, the marginal effect of Ballot is positive and statistically significant. In other words, an increased in the candidate-centred nature of an electoral system has a positive effect on subsidy spending shares when sectors are geographically concentrated. The marginal effect of Ballot is negative and statistically significant at lower values of Concentration. When sectors are geographically diffuse, moving from a party-centred to a candidate-centred electoral system reduces subsidy spending shares. 

In addition to the various measures of electoral systems used in the paper, I also estimated the effects of a variable labelled Pind. This variable is designed to capture the free-rider effect on the incentives of individual candidates associated with belonging to a party list. Pind equals one minus the ratio of the number of lower-house legislators elected through party lists to the total number of lower-house legislators. In other words, Pind reports the proportion of legislators elected by plurality rule via a vote on individuals as opposed to party lists. This measure ranges from zero to 1. It takes a value of 1 in the UK where all of the legislators are elected by individual votes under plurality rules. In contrast, the variable takes a value of 0 in Poland, for example, where all legislators are elected in party lists. In effect, this variable measures both the ballot structure and the electoral formula. With a proportional electoral formula, the number of candidates elected from a list depends on the votes received by the whole list. These data come from Persson and Tabellini (2003).
The estimated effects of Pind are reported in Supplementary Table 1 and Supplemental Figure 5 illustrates the marginal effect of Pind on subsidy budget shares. When Concentration equals zero, the marginal effect of Pind is negative and statistically significant at conventional levels. In other words, when manufacturing is geographically diffuse an increase in the proportion of legislators elected by plurality rule via a vote on individuals reduces subsidies to the sector. As Concentration increases, the negative marginal effect of Pind becomes smaller in magnitude and eventually insignificant. At high levels of Concentration, the marginal effect of Pind is positive although it does not reach conventional levels of statistical significance. 

All models are re-estimated excluding the UK from the sample. Although excluding the UK reduces the sample size by nearly 10%, the key results remain correctly signed and statistically significant, as reported in Supplemental Table 2. The only exceptions are columns 4 and 6, where the sample becomes comparatively small. Additional jack-knife tests show that no single country-year is an influential outlier.

OLS models are estimated with Driscoll-Kraay standard errors and the Newey and West estimator with lag length one. These results are reported in Supplemental Tables 3 and 4 respectively. The key results are robust to these alternative model specifications. Specifically, the estimated coefficients on the interaction term L.PR*L.Concentration are all negatively signed and statistically significant. Most, but not all, of the Driscoll-Kraay standard errors are slightly smaller than the robust standard errors reported in the paper. Similarly, many of the standard errors estimated using Newey and West with lag length one are slightly smaller than the robust standard errors reported in the paper.

Supplementary Table 5 reports the descriptive statistics and source information for the variables used in the paper.  
Supplementary Table 1: Effects of Alternative Measure of Electoral Incentives on Subsidy Budget Shares
	
	(1)
	(2)

	
	
	

	L.Pind
	-0.318**
	-1.118**

	
	(0.123)
	(0.499)

	L.Pind*L.Concentration
	
	25.33*

	
	
	(14.09)

	L.Concentration
	-19.63***
	-20.02***

	
	(2.930)
	(3.002)

	L.Trade
	0.015***
	0.015***

	
	(0.003)
	(0.004)

	L.GDP per capita (log)
	-1.949***
	-1.957***

	
	(0.186)
	(0.187)

	L.Area (log)
	0.307***
	0.314***

	
	(0.058)
	(0.059)

	Constant
	16.418***
	16.434***

	
	(2.107)
	(2.109)

	Observations
	200
	200

	R-squared
	0.53
	0.54


Supplementary Table 2: UK Excluded

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

	
	
	
	
	
	
	
	
	

	L.PR
	0.728***
	5.279***
	5.279***
	1.871
	4.516***
	0.676
	4.747***
	5.837***

	
	(0.144)
	(1.340)
	(1.344)
	(2.496)
	(1.363)
	(2.284)
	(1.371)
	(1.392)

	L.PR*L.Concentration
	
	-170.42***
	-170.55***
	-34.16
	-140.08***
	12.52
	-155.34***
	-193.02***

	
	
	(50.99)
	(51.15)
	(98.19)
	(52.43)
	(90.08)
	(52.25)
	(53.03)

	L.Concentration
	-16.01***
	154.42***
	154.57***
	12.12
	123.52**
	-36.48
	148.65***
	161.74***

	
	(2.81)
	(51.20)
	(51.37)
	(98.33)
	(52.83)
	(90.64)
	(52.42)
	(52.76)

	L.Trade
	0.018***
	0.017***
	0.017***
	0.016***
	0.016***
	0.017***
	0.010**
	0.019***

	
	(0.003)
	(0.003)
	(0.003)
	(0.004)
	(0.003)
	(0.004)
	(0.004)
	(0.003)

	L.GDP per capita (log)
	-1.871***
	-1.867***
	-1.869***
	-1.798***
	-1.833***
	-2.024***
	-0.928***
	-1.701***

	
	(0.197)
	(0.196)
	(0.195)
	(0.189)
	(0.190)
	(0.195)
	(0.278)
	(0.202)

	L.Area (log)
	0.293***
	0.288***
	0.290***
	0.312***
	0.305***
	0.341***
	0.194***
	0.340***

	
	(0.058)
	(0.059)
	(0.063)
	(0.073)
	(0.061)
	(0.087)
	(0.070)
	(0.066)

	L.Federal
	
	
	0.019
	
	
	
	
	

	
	
	
	(0.129)
	
	
	
	
	

	L.Employment
	
	
	
	-0.753
	
	
	
	

	
	
	
	
	(2.079)
	
	
	
	

	L.Left government
	
	
	
	
	-0.193*
	
	
	

	
	
	
	
	
	(0.102)
	
	
	

	L.Number of parties
	
	
	
	
	
	0.100
	
	

	
	
	
	
	
	
	(0.072)
	
	

	L.Mobility
	
	
	
	
	
	
	6.286
	

	
	
	
	
	
	
	
	(4.193)
	

	L.Concentration^2
	
	
	
	
	
	
	
	164.629***

	
	
	
	
	
	
	
	
	(50.633)

	Constant
	13.692***
	9.184***
	9.173***
	13.109***
	9.710***
	14.857***
	2.609
	6.493**

	
	(2.288)
	(2.583)
	(2.609)
	(3.139)
	(2.516)
	(3.209)
	(2.885)
	(2.892)

	Observations
	207
	207
	207
	154
	207
	154
	189
	207

	R-squared
	0.480
	0.491
	0.491
	0.507
	0.499
	0.566
	0.211
	0.508


Supplementary Table 3: Driscol-Kraay Standard Errors

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

	
	
	
	
	
	
	
	
	

	L.PR
	0.300**
	1.589***
	1.589***
	1.971***
	1.416**
	2.186***
	0.926**
	1.636***

	
	(0.127)
	(0.444)
	(0.441)
	(0.348)
	(0.485)
	(0.280)
	(0.377)
	(0.437)

	L.PR*L.Concentration
	
	-42.14**
	-42.15**
	-48.39***
	-34.29**
	-56.76***
	-22.98*
	-45.28***

	
	
	(14.00)
	(14.09)
	(10.72)
	(15.78)
	(10.10)
	(11.07)
	(14.67)

	L.Concentration
	-15.50***
	25.96*
	25.97*
	26.48**
	17.48
	32.75**
	14.49
	18.35

	
	(3.82)
	(14.12)
	(14.12)
	(11.94)
	(16.15)
	(11.66)
	(11.89)
	(13.13)

	L.Trade
	0.017***
	0.018***
	0.018***
	0.015**
	0.017***
	0.015**
	0.012**
	0.019***

	
	(0.004)
	(0.005)
	(0.005)
	(0.006)
	(0.004)
	(0.006)
	(0.005)
	(0.005)

	L.GDP per capita (log)
	-1.804***
	-1.843***
	-1.843***
	-1.835***
	-1.815***
	-2.063***
	-1.18***
	-1.710***

	
	(0.119)
	(0.121)
	(0.122)
	(0.248)
	(0.106)
	(0.145)
	(0.206)
	(0.137)

	L.Area (log)
	0.257***
	0.274***
	0.274***
	0.258***
	0.293***
	0.285***
	0.201***
	0.310***

	
	(0.067)
	(0.067)
	(0.064)
	(0.062)
	(0.060)
	(0.083)
	(0.060)
	(0.087)

	L.Federal
	
	
	0.002
	
	
	
	
	

	
	
	
	(0.121)
	
	
	
	
	

	L.Employment
	
	
	
	-0.393
	
	
	
	

	
	
	
	
	(2.223)
	
	
	
	

	L.Left government
	
	
	
	
	-0.220**
	
	
	

	
	
	
	
	
	(0.088)
	
	
	

	L.Number of parties
	
	
	
	
	
	0.091
	
	

	
	
	
	
	
	
	(0.053)
	
	

	L.Mobility
	
	
	
	
	
	
	5.754
	

	
	
	
	
	
	
	
	(3.558)
	

	L.Concentration^2
	
	
	
	
	
	
	
	116.514***

	
	
	
	
	
	
	
	
	(34.208)

	Constant
	14.848***
	13.734***
	13.732***
	13.960***
	13.606***
	15.439***
	8.820**
	12.034***

	
	(1.863)
	(2.025)
	(1.986)
	(4.046)
	(1.893)
	(2.757)
	(2.978)
	(2.606)

	Observations
	227
	227
	227
	169
	227
	169
	209
	227

	Number of groups
	14
	14
	14
	14
	14
	14
	12
	14

	R-squared
	0.429
	0.438
	0.438
	0.471
	0.450
	0.533
	0.138
	0.447


Supplementary Table 4: Newey and West Estimator

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

	
	
	
	
	
	
	
	
	

	L.PR
	0.300**
	1.589***
	1.589***
	1.971***
	1.416***
	2.186***
	0.926
	1.636***

	
	(0.142)
	(0.521)
	(0.522)
	(0.508)
	(0.505)
	(0.536)
	(0.588)
	(0.540)

	L.PR*L.Concentration
	
	-42.14***
	-42.15***
	-48.39***
	-34.29**
	-56.76***
	-22.98
	-45.28***

	
	
	(15.16)
	(15.22)
	(13.51)
	(14.95)
	(14.79)
	(17.02)
	(16.00)

	L.Concentration
	-15.55***
	25.96*
	25.97*
	26.48**
	17.48
	32.75**
	14.49
	18.35

	
	(3.19)
	(14.38)
	(14.46)
	(12.06)
	(14.39)
	(13.36)
	(16.37)
	(15.17)

	L.Trade
	0.017***
	0.018***
	0.018***
	0.015***
	0.017***
	0.015***
	0.012**
	0.019***

	
	(0.004)
	(0.004)
	(0.004)
	(0.005)
	(0.004)
	(0.005)
	(0.005)
	(0.004)

	L.GDP per capita (log)
	-1.804***
	-1.843***
	-1.843***
	-1.835***
	-1.815***
	-2.063***
	-1.18***
	-1.71***

	
	(0.223)
	(0.224)
	(0.225)
	(0.236)
	(0.215)
	(0.229)
	(0.254)
	(0.231)

	L.Area (log)
	0.257***
	0.274***
	0.274***
	0.258***
	0.293***
	0.285***
	0.201**
	0.310***

	
	(0.071)
	(0.072)
	(0.078)
	(0.085)
	(0.074)
	(0.106)
	(0.081)
	(0.084)

	L.Federal
	
	
	0.002
	
	
	
	
	

	
	
	
	(0.167)
	
	
	
	
	

	L.Employment
	
	
	
	-0.393
	
	
	
	

	
	
	
	
	(2.389)
	
	
	
	

	L.Left government
	
	
	
	
	-0.220*
	
	
	

	
	
	
	
	
	(0.119)
	
	
	

	L.Number of parties
	
	
	
	
	
	0.091
	
	

	
	
	
	
	
	
	(0.085)
	
	

	L.Mobility
	
	
	
	
	
	
	5.754
	

	
	
	
	
	
	
	
	(3.919)
	

	L.Concentration^2
	
	
	
	
	
	
	
	116.514*

	
	
	
	
	
	
	
	
	(63.756)

	Constant
	14.848***
	13.734***
	13.732***
	13.960***
	13.606***
	15.439***
	8.820***
	12.034***

	
	(2.536)
	(2.514)
	(2.561)
	(3.357)
	(2.453)
	(2.914)
	(2.435)
	(2.902)

	Observations
	227
	227
	227
	169
	227
	169
	209
	227


 Supplementary Table 5: Descriptive Statistics and Variable Sources 

	Variable
	Source
	Obs
	Mean
	Std. Dev.
	Min
	Max

	Subsidies 
	IMF GFS
	383
	1.25
	1.21
	0
	7.44

	PR
	DPI
	285
	0.84
	0.37
	0
	1

	Concentration
	Brulhart, Author
	368
	0.04
	0.02
	0
	0.13

	Trade (% GDP)
	WDI
	472
	64.89
	25.91
	23.36
	145.52

	GDP per capita (log)
	WDI
	472
	9.66
	0.39
	8.36
	10.47

	Area (log)
	WDI
	473
	11.85
	0.97
	10.32
	13.22

	Federal
	Author
	573
	0.20
	0.40
	0
	1

	Employment 
	UNIDO
	233
	0.18
	0.04
	0.06
	0.27

	Left 
	DPI
	441
	0.38
	0.49
	0
	1

	# of coalition parties
	Martin, Author
	333
	2.04
	1.22
	1
	5

	Labour mobility
	Author
	445
	0.01
	0.01
	0
	0.11

	Disproportionality 
	Gallagher (1991)
	285
	5.25
	5.09
	0.41
	25.25

	Mean district magnitude (log)
	Johnson and Wallack (2011)
	237
	2.05
	1.25
	0
	5.01

	Ballot
	Johnson and Wallack (2011)
	251
	0.88
	0.65
	0
	2

	Pind
	Persson and Tabellini (2003)
	258
	0.15
	0.34
	0
	1


Supplementary Figure 1: Marginal Effect of PR on Subsidy Budget Shares
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Supplementary Figure 2: Marginal Effect of Disproportionality on Subsidy Budget Shares
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Supplementary Figure 3: Marginal Effect of Ballot Access on Subsidy Budget Shares
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Supplementary Figure 4: Marginal Effect of Pind on Subsidy Budget Shares
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