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Our main goal is to quantify the returns to a career in the United States Congress.
We specify a dynamic model of career decisions of a member of Congress and
estimate this model using a newly collected dataset. Given estimates of the struc-
tural model, we assess reelection probabilities, estimate the effect of congressional
experience on private and public sector wages, and quantify the value of a con-
gressional seat. Moreover, we assess how an increase in the congressional wage or
the imposition of term limits would affect the career decisions of politicians and the
returns from a career in Congress. (JEL D72, J44, J45)

Understanding the goals of elected office-
holders is of fundamental importance in politi-
cal economy. Since the appearance of Anthony
Downs’s (1957) seminal contribution, many
theories of representative democracy have as-
sumed that politicians care only about winning
elections.1 While useful in modeling many po-
litical decision processes, assuming that politi-
cians are solely interested in the goal of
reelection makes them seem like odd economic
agents. In fact, reelection may be better under-
stood as an (intermediate) objective to realize
other goals, like monetary income, the perks of

a powerful public office, or the desire to imple-
ment certain policies.2 This suggests an explo-
ration of politicians’ motivations in the context
of their political careers, and raises the funda-
mental question: What are the returns to an
individual from a career in politics?

A shift from a reelection focus to the study of
political careers may have important policy-
relevant implications. Consider, for example,
the case of term limits. Empirical work on U.S.
congressional elections has generated concerns
that very high incumbent reelection rates, and
the prevalence of large victory margins, may
have eroded public accountability of elected
officials.3 These concerns have led several in-
terest groups to advocate the imposition of term
limits as a possible remedy.4 This focus on
electoral success, however, may underestimate
the electoral risk of incumbents, since particu-
larly vulnerable incumbents may exit in antici-
pation of electoral defeat. Furthermore, by
altering the incentives faced by politicians, term
limits are likely to affect their career decisions
and may therefore have important consequences
for the composition of Congress.

Our analysis starts from the premise that pol-
iticians, like other economic agents, are rational
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individuals who make career decisions by com-
paring the expected returns of alternative
choices. The main goal of the article is to quan-
tify the returns to a career in the United States
Congress. To achieve this goal, we specify a
dynamic model of career decisions of a member
of Congress, and estimate this model using a
newly collected dataset that contains detailed
information on all members of Congress in the
post-war period. A novel feature of the data is
that they incorporate information about post-
congressional employment and salaries when
members exit Congress. This crucial piece of
information allows us to estimate the returns to
congressional experience in post-congressional
employment, which may be an important part of
the returns to congressional careers.

Our framework enables us to sort out the
relative importance of two key factors that may
induce people to pursue a political career: the
utility politicians derive from being in office
and the monetary returns to a career in Con-
gress. Using data on important legislative
achievements by members of Congress, we re-
late part of the nonpecuniary rewards from serv-
ing in Congress to the desire for political
accomplishments. Using our model, we also
assess the selection bias in estimates of election
probabilities based only on politicians who
choose to run, investigate the extent to which
politicians’ career choices respond to wage in-
centives, and evaluate the effects of term limits
on the value of a congressional seat and on the
career decisions of politicians.

The study of congressional careers has a long
tradition in American politics (see, e.g., Joseph
Schlesinger, 1966; John R. Hibbing, 1991). Re-
cently, several authors have studied the deter-
minants of representatives’ choices among three
basic career options: (a) run for reelection; (b)
run for higher office (e.g., run for Senate in the
case of House members); and (c) retire (see,
e.g., D. Roderick Kiewiet and Langche Zeng,
1993; Timothy Groseclose and Keith Krehbiel,
1994; Richard L. Hall and Robert P. van Hou-
weling, 1995; Groseclose and Jeff Milyo,
1999). Existing studies suffer, however, from
four main limitations that we seek to address.

First, prior studies have estimated static
choice models that do not take into account the
dynamic aspects of politicians’ career choices.
For example, the decision of a member of Con-

gress to seek reelection is likely to depend not
only on current payoffs, which depend, in turn,
on the probability of winning today, but also on
the option value of holding the seat, which may
depend on the probability of winning a bid for
higher office in the future. A second, closely
related, problem is that existing studies ignore
the career prospects of politicians after they
leave Congress (either voluntarily or via losing
an election). In deciding whether to run for
reelection, a politician may consider how post-
congressional wages are influenced by congres-
sional experience. If congressional experience
is valuable in the private sector, it may be
optimal for politicians to opt out of Congress at
a particular point in their careers to maximize
post-congressional payoffs.

A third limitation of existing studies is that
they typically ignore the selection bias created
by politicians’ decisions about whether to run
for reelection.5 If we ignore the fact that mem-
bers of Congress may decide whether to run for
reelection or higher office based, at least in part,
on their probability of success, this may result
in biased estimates of the probabilities of win-
ning elections (see, e.g., James J. Heckman,
1979). A fourth, and related, problem is the
failure to deal with unobserved heterogeneity.
While the importance of taking into account
politicians’ (unobservable) personal character-
istics, such as “valence” or “charisma,” has
been recognized by the theoretical literature
(see, e.g., Groseclose, 2001; Enriqueta Ara-
gones and Thomas R. Palfrey, 2002), the em-
pirical literature has not yet incorporated
politicians’ unobserved heterogeneity into the
analysis of their career choices.

In this article we provide a new, comprehen-
sive framework for the empirical analysis of
congressional careers that addresses these four
limitations. Specifically, we develop a dynamic
optimization model of the career decisions of a
member of the U.S. Congress. We extend prior
work by explicitly modelling their career oppor-
tunities outside Congress. In particular, we as-
sume that when a politician exits from
Congress, he/she can choose between two em-
ployment options: one in the private sector and

5 See Groseclose and Krehbiel (1994) for an exception.
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one in the public sector. The wage the politician
may obtain in each sector depends, among other
things, on congressional experience. In addi-
tion, we assume that politicians differ with re-
spect to their (unobserved) skills, which,
together with other (observed) characteristics,
may affect both their probabilities of winning
elections and post-congressional payoffs.6 We
also allow for the possibility that politicians
differ with respect to their preferences for hold-
ing public office, which may affect their utility
from achieving important legislative accom-
plishments during their congressional tenure
and hence their payoffs from serving in
Congress.

Our main findings can be summarized as
follows. First, congressional experience signif-
icantly increases post-congressional wages,
both in the private and public sectors. However,
the marginal effect of congressional experience
on post-congressional wages diminishes quite
rapidly with additional experience. Second, the
nonpecuniary rewards from being in Congress
are rather large (especially in the Senate), sug-
gesting that policy motivations and perks of
office play important roles in the career deci-
sions of politicians. In particular, monetary re-
turns alone (that is, wages in Congress and
post-congressional payoffs), cannot explain the
observed behavior of politicians, and the effect
of the congressional wage on their behavior is
quite small. Moreover, the payoffs from achiev-
ing important legislative accomplishments are
quite large (both in the House and in the Sen-
ate), although such accomplishments are rare.

Third, politicians’ unobserved skills (e.g., va-
lence or charisma), play an important role
throughout their congressional careers, as
“skilled” politicians have a substantially higher
probability of winning elections. Being a skilled
politician does not, however, seem to generate
better job-market opportunities outside Con-
gress. Thus, there is evidence of comparative
advantage, since the relatively skilled politi-
cians are not relatively productive in the private
sector. Fourth, we find that the selectivity bias
induced by politicians’ decisions whether to run
for reelection is actually rather modest. Reelec-

tion probabilities in the House and Senate are
indeed very high, even unconditionally. How-
ever, there is substantial selection in terms of
who runs for higher office, so that the uncondi-
tional probability of a House member winning a
bid for higher office is much lower than is
suggested by the observed frequency of suc-
cessful bids.

Finally, we find that the imposition of term
limits would substantially increase early volun-
tary exit from Congress and significantly reduce
the value of a congressional seat. Moreover, our
analysis indicates that the members of Congress
most negatively affected by term limits would
be those with better political skills, those who
value personal political achievements more, and
those who are older.

The rest of the article is as follows. In Section
I, we present the model. In Section II, we de-
scribe the data. In Section III, we present our
estimation results. In Section IV, we assess the
value of a congressional seat. In Section V, we
present the results of two policy experiments on
increasing congressional wages and imposing
term limits, respectively. We conclude with
Section VI.

I. A Structural Model of Congressional Careers

We assume that politicians make decisions
about running for reelection, running for higher
office, and exiting Congress (either to retire-
ment or another type of work) every two
years—the length of a House term. Politicians
are forward looking and realize that current
decisions affect the distribution of future pay-
offs. Thus, they must solve a dynamic optimi-
zation problem to determine the current
decision that maximizes expected present value
of lifetime utility (see, e.g., Zvi Eckstein and
Kenneth I. Wolpin, 1989; John Rust, 1994).

We assume that the earliest age at which a
person can be elected to Congress is 30, and if
a politician lives to age 80, then he/she must
exit Congress at that point.7 These assumptions
imply that the dynamic optimization problem
has (at most) 25 decision periods. Furthermore,

6 For example, the ability of politicians to empathize
with people may affect their ability to win elections.

7 Despite some well-publicized exceptions, entering
Congress prior to age 30 or staying after age 80 are rare
events.
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it greatly simplifies our analysis to assume that
exit from Congress is an absorbing state—that
is, the politician cannot return to Congress after
leaving, regardless of the age at which he or she
exits.8

Our model can usefully be decomposed into
several parts: (a) post-congressional payoffs;
(b) the decisions of members of Congress; and
(c) probabilities of winning elections, commit-
tee assignments, and legislative achievements.
We now describe these in turn.

A. Post-Congressional Payoffs

At the end of each two-year period, a politi-
cian who is in Congress has the option of exit-
ing. A key feature of our model is that, when a
politician exits from Congress (either voluntar-
ily or via electoral defeat), he/she can choose
between two post-congressional employment
options, or else retire. The employment options
are (a) work in a private sector occupation, or
(b) work in a public sector occupation (i.e.,
enter another political job).9

The wages the politician may obtain in the
two alternative occupations are determined by
age, education, and variables characterizing
congressional experience. We specify log wage
functions similar in functional form to those in
the human capital literature (see, e.g., Jacob
Mincer, 1958), except for the inclusion of the
congressional experience variables. Our wage
functions take the form:

(1) ln Wijt ! "0j # "1jSkilli # "2jBAi # "3jJDi

! "4jAgeit # "5jAgeit
2 # "6jTHit

! "7jTHit
2 # "8jTSit # "9jTSit

2

! "10jCOMit # "11jVEit # $ijt

where Wijt is the wage offered to individual i in

occupation j in period t, for j " 1,2, and t " 1,
... ,25.

This specification allows for the possibility
that individuals have different unobserved en-
dowments of skills for each occupation (as in
Michael Keane and Wolpin, 1997). The vari-
able Skilli indexes the (unobserved) endowment
vectors and is simply a dummy variable equal to
1 if the (unobserved) type of politician i is
“skilled.” The case where the dummy variable
Skilli " 0 corresponds to the default or “nor-
mal” type. The error term $ijt represents the
purely stochastic component of the wage offer,
which is revealed when the politician exits
Congress.10

Turning to the observables in the wage func-
tions, BAi and JDi are dummy variables denot-
ing whether individual i has a bachelor’s degree
and a law degree, respectively. THit and TSit are
the number of prior terms served in the House
and Senate, respectively. COMit is a dummy
variable equal to 1 if, during the prior term in
the House, a representative had served on a
major House committee.11 Political scientists
typically define the major House committees as
Ways and Means, Appropriations, and Rules
(see, e.g., Christopher J. Deering and Steven S.
Smith, 1990). The idea is that service on one of
these major committees may augment the hu-
man capital one brings to post-congressional
employment. For example, being a member of
the Ways and Means Committee might generate
knowledge that would enhance one’s value as a
lobbyist for companies seeking to obtain tax
breaks.

Finally, VEit is an indicator for whether the
politician exited Congress voluntarily rather
than via losing a reelection bid. Our rationale
for including this variable in the wage functions
is that the mode of exit may affect the value of
the politician in certain types of jobs. But the
sign of this effect is a priori ambiguous. Losing
an election may reduce the politician’s value in
jobs where popularity is important. But, on the-
other hand, exiting Congress voluntarily may

8 Returning to Congress after an exit is also a rare event
(it occurs in less than 5 percent of the cases), so we feel this
is a reasonable simplification.

9 By other political jobs, we are thinking primarily of
appointed positions, such as cabinet posts, bureaucratic po-
sitions, etc. We abstract from the fact that a politician might
have to run (or be confirmed) for some non-congressional
positions.

10 We assume that the vector of wage error terms $it "
($i1t, $i2t) has a bivariate normal distribution, $it # N(0,
AA’), where A is a lower triangular matrix with coefficients
a11, a12 and a22.

11 Committee membership is less important in the mod-
ern Senate (see, e.g., Barbara Sinclair, 1989).
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signal a desire to “slow down,” thus reducing
the perceived value of the politician to potential
employers.

A third option upon exit is retirement. In this
case, the politician may, depending on age and
length of service, be eligible to receive pension
payments. We describe the congressional pen-
sion rule in detail in Diermeier et al. (2004).
Here, we write the pension rule as PEit(Ageit,
THit, TSit) to indicate that the pension payment
PEit that individual i will begin to receive if
he/she retires at time t depends on his/her age as
well as terms in the House and Senate. Then, the
payoff in the retirement option is:

(2) PRit ! PEit$Ageit , THit , TSit%

! %L # %VEVEit .

The parameter %L captures the monetized
value of leisure, while %VE captures an addi-
tional value of leisure for those who exit Con-
gress voluntarily rather than via losing an
election. Thus, %VE & 0 captures the notion that
those who exit voluntarily desire to slow down,
so their value of leisure after exiting Congress is
relatively high.12 This enables our model to
capture the fact that those who exit voluntarily
are much more likely to choose retirement than
further employment, even conditional on age
and other characteristics. To achieve a more
compact notation, let XPit denote the set of state
variables relevant for the determination of post-
congressional payoffs. We have:

(3) XPit ! $Skilli , BAi , JDi , Ageit ,

THit , TSit , COMit , VEit).

Equations (1) and (2) give the per-period
payoffs for each of the three post-congressional
alternatives at exit. We do not model behavior
beyond the first choice that a politician makes
after exiting Congress.13 Rather, we assume that

exogenous death and retirement transition prob-
abilities govern outcomes from that point on-
ward. Specifically, if the politician chooses
employment option j, for j " 1,2, then he/she
will remain in that alternative until either retire-
ment or death. Once the politician enters retire-
ment he/she stays in that state until death. Let
&r(t) and &d(t) be the retirement and death prob-
ability, respectively. These are functions of t
since they depend on age at exit from Congress.
They also vary with age after exit, but it sim-
plifies the exposition to ignore this.14 Letting '
denote the per-period discount factor, the
present discounted value of private sector em-
ployment can be written as:

(4) PV1$Wi1t% !
Wi1t # %1CCOMit

1 ( ''1 ( &d$t%('1 ( &r$t%(

!
''1 ( &d$t%(&r$t%PV3$PRit%

1 ( ''1 ( &d$t%('1 ( &r$t%(

while, for the public sector, we have:

(5) PV2$Wi2t% !
Wi2t # %2W # %2CCOMit

1 ( ''1 ( &d$t%('1 ( &r$t%(

!
''1 ( &d$t%(&r$t%PV3$PRit%

1 ( ''1 ( &d$t%('1 ( &r$t%(
.

In equation (5), %2W captures the additional
utility of holding another political job. If poli-
ticians get nonpecuniary rewards from being in
Congress, it seems reasonable to assume they
may also get nonpecuniary rewards from other
political jobs. The parameters %1C and %2C cap-
ture the monetized value of having served on a
major House committee, which may generate
additional income from speaking engagements,
consulting, book contracts, etc. We allow the
value from these activities (which we do not

12 In principle, this desire to “slow down” could stem
from a taste shock, a health shock, a shock to family
structure, etc.

13 We do this because, in our data, we observe only the
first occupation (and first wage) after a politician exits
Congress.

14 We construct death probabilities, &d, from the em-
pirical hazard. Information on retirement from post-
congressional occupations, however, is (for the most part)
unavailable. Thus, we assume that the retirement probability
(&r) before age 62 is equal to zero, and specify that retire-
ment probabilities after age 62 are a logistic function of age.
The coefficients of the retirement probability function are
estimated jointly with the other parameters of the model.
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observe) to differ depending on whether the
politician’s post-congressional occupation is in
the private or public sector. Similarly, the
present discounted value of the retirement op-
tion is:

(6) PV3$PRit% ! PRit /'1 ( '$1 ( &d$t%%(.

Throughout the model, we assume there is an
idiosyncratic (politician-specific) taste shock
associated with each possible choice a politician
can make in any decision period. Thus, regard-
ing post-congressional choices, the values of the
three exit options may be written as Vj " PVj !
)j for j " 1,2,3, where )j is the taste shock
associated with alternative j. Following Rust
(1987), we assume all the taste shocks are i.i.d.
type I extreme value. This assumption allows us
to derive simple expressions for the expected
maximum value over the whole choice set,
VE(XPit), as well as for the probabilities a pol-
itician would choose any of the three
alternatives.15

B. Decisions of Members of Congress

We begin by considering the decisions of a
sitting senator. Of course, senators can run for
other offices, like president or governor. But
such decisions are rather infrequent, and to in-
clude them explicitly leads to drastic complica-
tions. Thus, we subsume these decisions in the
exit option.16

Even though a Senate term is six years, we
assume that senators make decisions every two
years, since early exit by senators is not uncom-
mon in the data. The set of options a senator
faces depends on whether his/her seat is up for
election in a given period. Define a state vari-
able ST (“Senate term”) that is equal to 1, 2, or
3 as the senator has served 2, 4, or the full 6
years of his/her term. If ST " 1,2 then the
senator has two options: to continue sitting in
the Senate or exit Congress. If ST " 3 then the

senator has to decide whether to run for reelec-
tion or exit Congress.

Denote by XSit the set of state variables rel-
evant to the decisions and/or electoral prospects
of senators. We have:

(7) XSit ! $XPit , SOSit , SOWt , Partyi ,

Achievei , Scandalit , STit , Cohorti%.

Obviously this includes XPit, the set of state
variables that determine the distribution of post-
congressional payoffs should the politician exit
the Senate, which we defined in (3). The state
vector also contains measures of the political
climate, which influence the senator’s re-
election chances, denoted SOSit (“state-of-the-
state”) and SOWt (“state-of-the-world”). These
state variables indicate, respectively, whether
conditions in the senator’s home state and ag-
gregate conditions favor election of a Democrat
or a Republican, or are neutral.

We describe the construction of SOS and
SOW in detail in Diermeier et al. (2004). Here,
it suffices to say that in each period, we classify
each U.S. state as being relatively good, neutral,
or bad for the election of Democrats (SOS)
based on the state’s vote in presidential elec-
tions relative to the national vote.17 Similarly, in
each period, we classify the situation in the
United States as a whole (SOW), based on the
aggregate outcome of all congressional elec-
tions to the House of Representatives. (Note
that we construct SOSit as a measure of the state
of the state relative to the aggregate state of the
world.) We assume that the senator knows the
state of his/her state as well as the state of the
world prior to making the decision on whether
to exit, run for reelection, or stay in the
Senate.18

15 For every choice we need only estimate the standard
deviation of the corresponding taste shock. For details on
the choice probabilities and the expected value functions,
see Diermeier et al. (2004).

16 That is, if a senator does become a governor, we treat
it just like any other post-congressional political job.

17 Minnesota, for example, would always be a good state
for Democrats, whereas a number of Southern states have
shifted from being good for Democrats to good for Repub-
licans during our sample period.

18 The state variables SOS and SOW are assumed to
evolve over time according to two (independent) Markov
processes with transition probabilities P(SOSi,t!1 ! SOSit)
and P(SOWt!1! SOWt), respectively. We estimate these
probabilities in an unrestricted way from the empirical
transition frequencies, and use those values in estimation.
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Cleary the variable Partyi, which indicates
whether a politician is a Democrat or Republi-
can, is also relevant since, for example, its in-
teraction with SOSit and SOWt affects a
politician’s electoral chances. We assume polit-
ical party is a fixed characteristic of a
politician.19

We allow politicians to differ with respect to
their (unobserved) political skills, summarized
by the variable Skilli, which is contained in
XPit. We also allow for the possibility that pol-
iticians have different unobserved preferences
for holding office, which affect the utility they
derive from important legislative accomplish-
ments. The variable Achievei indexes the (un-
observed) preference-type of a politician and is
simply a dummy variable equal to 1 if the
politician is an “achiever” (i.e., he/she values
personal legislative achievements). As with the
variable Skilli, the case where Achievei " 0
corresponds to the default or “normal” type.
Hence, since there are two possible skill-types
and two possible preference-types, our analysis
admits four different unobserved types of
politicians.

In our empirical work, we define “important
legislative accomplishments” to include such
things as sponsoring a major piece of legislation
or casting the decisive vote on an important
policy issue.20 Our assumption that there exists
an “achiever” type is motivated by the empirical
observation that important legislative accom-
plishments are attained only by a relatively
small subset of members of Congress, and that
these politicians, in turn, often have multiple
achievements.

The state variable Scandalit in (7) is an indi-
cator for being involved in a scandal at time t.
Obviously, this is relevant to a senator’s elec-
toral chances. Finally, Cohorti is a variable in-
dicating whether a politician entered Congress
in 1947–1965, 1967–1975, or 1977–1993. We

use this variable to capture changes in congres-
sional wages over time.21

Now consider the decision of a senator when
ST " 1. In this case, the senator’s seat is not up
for election, so the choice is simply to stay in
office or exit. If the senator decides to stay in
office, then he/she receives the per-period pay-
off from sitting in the Senate, which includes
the possibility of an important legislative ac-
complishment in the current session of Con-
gress. Denote by VS(XSit, s) the value of
choosing the Senate option given the relevant
state variables (XSit, s), where the second ele-
ment of the state vector indicates that the poli-
tician is already a sitting senator. We have:

(8) VS $XSit , s%

" WS$t% # %S # AchieveipAS$XSit%%AS

! *1Sit!'(1)&d (t))EV(XSi,t ! 1 , s).

The first four terms in (8) capture the imme-
diate payoff from staying in the Senate at time
t. WS(t) is the wage the senator receives, and %S
captures the monetized value of the per-period
nonpecuniary rewards from being in the Senate.
While all senators receive these rewards, those
of the type who value personal legislative
achievements (i.e., Achievei " 1) may also re-
ceive additional utility contingent on an im-
portant legislative accomplishment. We let
pAS(XSit) denote the probability of a political
achievement by a senator, while %AS is the
monetized value of the utility the achievement
generates.22 The term *1Sit is a stochastic com-
ponent to i’s utility from being in the Senate at

19 There are instances of politicians changing parties
while in Congress over the sample period, but to include the
possibility of changing party would substantially complicate
our model, and such instances are sufficiently rare (they
occur in less than half of 1 percent of the cases), that we feel
it is a reasonable approximation to ignore them.

20 Our measure of important legislative accomplish-
ments is based on Mayhew (2000). (See Diermeier et al.,
2004, for details).

21 Wage paths were very similar for members within
each entering cohort defined here, regardless of entry year.
Thus, we constructed cohort-specific wage paths using
time-specific averages across the cohort members. If we let
each entering class be its own cohort (i.e., have its own
wage path), it drastically expands the state space and in-
creases computational time. This cost did not appear justi-
fied given the limited variation of wage paths within
cohorts.

22 The assumption that only “achievers” derive utility
from accomplishments guarantees that %S and %AS are sep-
arately identified. Otherwise, identification would hinge
subtly on variation of pAS, the probability of achievement,
with XSit.
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time t, which may capture random fluctuations
in the nonpecuniary rewards over time.23

The last term in (8) captures the future com-
ponent of the value from staying in the Senate.
This is equal to the discount factor, ', times the
probability of survival to the next decision pe-
riod, (1-&d(t)), times the expected value of the
state the politician will arrive at in period t ! 1
given survival, EV(XSi,t!1, s). This is the ex-
pected maximum of the value of staying in the
Senate, VS(XSi,t!1, s), and the value of exit,
VE(XPi,t!1), in period t ! 1. The expectation is
taken over the time-t ! 1 realizations of the
variables SOS, SOW, and *1Sit!1, which affect
the value of these options at t ! 1.

Consider now the senator’s decision when
ST " 3.24 At that point the senator’s seat is up
for election, and he/she can run for reelection or
leave Congress. If the senator runs, the proba-
bility of winning is pS(XSit).

25 Hence, the value
of running for reelection to the Senate is given
by:

(9) VRS$XSit , s% ! pS$XSit%EVS$XSit , s%

# $1 ( pS$XSit%%VE$XP*it% # $%RS # *RSit%

which is equal to the probability of winning
times the expected value of sitting in the Senate
for the next period, plus the probability of los-
ing times the value of exit (recall that a senator
who loses a reelection bid then makes a post-
congressional career decision),26 plus the term

%RS ! *RSit. Here, %RS is the utility a senator
gets from running for the Senate (which may be
positive or negative, and whose sign is not
obvious a priori), and *RSit is the idiosyncratic
component of the utility of running for reelec-
tion, which is specific to senator i at time t.
Finally, XP*it denotes the XPit sub-vector of XSit
with VEit set to 0, since the senator exits via
losing rather than voluntarily.

Decisions of representatives are more com-
plex than those of senators, because representa-
tives may have the option of running for the
Senate. The choice set includes this option only
if a Senate seat is up for election in the repre-
sentative’s state. Moreover, if a Senate seat is
up for election, a representative’s chances of
winning the seat depend critically on the seat’s
incumbency status. If there is an incumbent
senator of the representative’s own party run-
ning for the seat, then (presumably) there is
little chance he/she can win it. If there is an
incumbent running from the other party then the
chances of winning may be better, but they are
still likely to be small. If the seat is open,
however, the representative’s chances of win-
ning may improve substantially.

Letting XHit be the set of state variables
relevant to the decisions and/or electoral pros-
pects of representatives, we have:

(10) XHit ! $XPit , SODi , SOSit , SOWt ,

Partyi , Achievei , Scandalit ,

Redistit , ESit , Cycleit ,

INCit , Cohorti)

where XPit denotes the vector of state variables
relevant to post-congressional payoffs; the vari-
ables SOSit, SOWt, Partyi, Achievei, Scandalit,
and Cohorti were already introduced when we
described the decisions of senators. Turning to
the newly introduced state variables, note that a
key aspect of a representative’s decision prob-
lem is to forecast when Senate seats in his/her
state will be up for election and, if they are,
whether an incumbent will be running, and what
the incumbent’s party affiliation is. The prob-
lem is complicated by the fact that each state
has two senators and it is uncertain when (and

23 We assume that *1Sit is equal to the difference of two
i.i.d. type I extreme value error terms. This generates a logit
form for the probabilities that the politician stays or exits
(since the value of the exit option, VE(XPi,t!1), has no
error). Note also that *1Sit is a state variable relevant to the
time t decision, but, since it is serially independent, we
follow convention and do enter it explicitly in our value
function expressions.

24 There are no important differences in the decisions of
senators when ST " 1 or ST " 2.

25 We assume the senator decides whether to run before
the random variable Scandalit is realized. Thus, the decision
to run is based on a probability of winning that is the
weighted average of the probabilities with and without a
scandal. We fix the probability of a scandal in the Senate at
0.0049, which is equal to the frequency in the data.

26 Note that we do not model the outcome of primaries
and general elections separately. If a senator or a represen-
tative loses a bid for reelection we do not distinguish if this
was due to losing a primary or a general election.
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if) Senate seats will become open, because sen-
ators may die in office, leave the Senate before
the end of their terms, or decide not to run when
their terms end.27

To capture these aspects of the problem, we
define new state variables that we call Cycle,
INC, and ES. The position of a state in its
“Senate cycle” refers to the number of periods
until each of its two Senate seats comes up for
election, barring unusual circumstances like
death or early retirement of sitting senators.
Cycle " 1,2,3 indexes the three possible posi-
tions in the cycle, which are (a,b) " (0,1), (0,2)
or (1,2), respectively, where a is the number of
periods until a Senate seat is first scheduled to
come up, and b is the number of periods until
the next Senate seat is scheduled to come up.
Thus, e.g., when Cycle " 1 there is a Senate
election scheduled for both t and t ! 1. The
variable Cycle evolves deterministically (i.e.,
scheduled elections are unaffected by deaths or
retirements of senators).

The state variable INC " 1, ... ,4 indexes the
four possible states of incumbency for a state’s
two Senate seats, with the seats ordered by
which one is scheduled to come up for election
first (as in the definition of Cycle). Letting D
and R denote Democrat and Republican, respec-
tively, the possibilities are (D,D) , (D,R) , (R,D) ,
(R,R). Thus, if INC " 3 we have (R,D) which
means the first seat has an incumbent Republi-
can, while the next has an incumbent Democrat.

The state variable ES (“election status”) de-
termines the set of options a representative
faces. If ES " 1 there is no Senate seat up for
election in the representative’s state, so his/her
only options are to run for reelection or leave
Congress. If ES " 2, 3, or 4, there is a Senate
seat up for election in the representative’s state.
There is an incumbent Democrat or Republican
senator running for reelection as ES " 2 or
ES " 3, respectively. If ES " 4 the seat is open.

ES and INC evolve stochastically because of
death and retirement by senators, and uncer-
tainty about whether incumbent senators will
run for reelection.28

Another state variable relevant to electoral
prospects is SODi (“state-of-the-district”),
which indicates whether conditions in the rep-
resentative’s district typically favor election of a
Democrat or a Republican, or are neutral, rela-
tive to the political climate in the representa-
tive’s state. We describe the construction of
SOD in detail in Diermeier et al. (2004). Here,
it suffices to say that we classify each district as
being relatively good, neutral, or bad for the
election of Democrats based on the district’s
vote in presidential elections relative to the state
vote, averaged over the period of the represen-
tative’s tenure. Thus, for each representative,
we define SOD as an average characteristic of
his/her district and assume that SOS and SOW
capture all time-varying aspects of the electoral
climate.29 For instance, a Democrat in a
strongly Democratic district will normally have
a high probability of reelection, but this proba-
bility is lower in years when the state and na-
tional political climate are favorable for
Republicans.30

Two other state variables that affect a repre-
sentative’s electoral prospects are whether his/
her district has been affected by redistricting (in

27 Clearly, a senator’s decision to exit may depend on the
identities of representatives who may run for his/her seat, as
well as on decisions of other senators. Similarly, a repre-
sentative’s decision to run for Senate may depend on which
other representatives from the same state are likely to do the
same. Hence, the decisions of politicians may be viewed as
outcomes of a dynamic game among the members of Con-
gress. While certainly interesting, such an extension is
clearly beyond the scope of our analysis. In this article we
abstract from all strategic considerations.

28 We specify that the vector (INC, ES) evolves accord-
ing to a Markov process with transition probabilities
P(INCi,t ! 1 , ESi,t!1!Cycleit, INCit, ESit). Note that INC and
ES could be predicted perfectly using lagged Cycle, INC,
and ES if incumbent senators always ran for reelection and
never left office due to death, appointment to other offices, or
early retirement. Thus, these are the natural variables to use in
predicting INC and ES. Of the 768 elements in this transition
matrix, only 240 are feasible and, within this subset, only 56
are positive. We estimate these elements using empirical fre-
quencies from the data, and then treat them as known in the
solution and estimation of the model.

29 Thus, in our model, a phenomenon like the shift of the
South from being solidly Democratic to being more Repub-
lican in recent years is captured by changes over time in
SOS, since SOD is measured relative to SOS. Also note
that, while we assume that SOD remains constant over a
representative’s time in office, it is allowed to change when
the identity of the district’s representative changes.

30 SOSit and SOWt also influence the chances of winning
a bid for higher office if a Senate seat is up for election.
And, even with no Senate election at time t, SOSit and
SOWt help forecast the chance of winning a Senate bid in
the future.
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which case the dummy variable Redistit takes
the value 1 and zero otherwise) and whether the
politician is currently involved in a scandal
(Scandalit).

The last variable in (10) is Cohorti, which, as
we noted when discussing senators, captures
changes in congressional wages over time. Addi-
tionally, Cohort is important for representatives
because, as is well known, House reelection prob-
abilities have changed over time. A preliminary
analysis of our data suggested clear breaks be-
tween the three entering cohorts we define.

The timing of events in the decision process
for a representative is as follows. At the end of
a two-year term, the representative decides
whether to exit, run for reelection, or, if the
option is available, run for Senate. At the time
this decision is made, the politician knows the
state of his/her district (SOD), as well as SOS
and SOW for the upcoming election. The rep-
resentative also knows whether a Senate seat is
up for election, whether an incumbent will run
for the seat, and, if so, the party of that incum-
bent. All these variables, along with the stochas-
tic realizations of Redist and Scandal, affect
his/her electoral prospects. If the politician de-
cides to run for the House or Senate, he/she then
gets a draw from a probability distribution that
determines the election outcome. If the politi-
cian wins reelection to the House, he/she then
gets draws from probability distributions that
determine (a) if he/she is made a member of a
major committee, and (b) if he/she has an im-
portant legislative accomplishment in that term.
Then the process repeats itself. On the other
hand, if the politician loses, or decides to leave
Congress, he/she chooses an exit option, and the
process terminates.

Consider a representative’s decision when
ES " 2, 3, or 4, so running for the Senate,
running for reelection, or exiting Congress are
all available options. The value of running for
Senate is then:

(11) VRS$XHit , h% ! pHS$XHit%EVS$XSS , s%

! $1 ( pHS$XHit%%VE$XP*it%

! $%HS # *HSit%

where h indicates that the politician is sitting in
the House. Equation (11) resembles (9), the

value to a sitting senator of running for Senate,
except that (a) the probability of winning,
pHS(XHit), is different (in particular, it also de-
pends on whether an incumbent senator is run-
ning for the seat), and (b) we allow the (mean)
direct utility or disutility to a representative of
running for a Senate seat, %HS, to differ from the
utility or disutility that a sitting senator would
receive.

On the other hand, the value of running for
reelection to the House is:

(12) VRH$XHit , h% ! pH$XHit%EVH$XHit , h%

! $1 ( pH$XHit%%VE$XP*it%

! $%RH # *RHit%

where pH(XHit) is the probability of winning
reelection to the House.31 The term %RH is
the value of the direct utility that a representa-
tive gets from running for the House (which
may be positive or negative, and whose sign is not
obvious a priori), while *RHit is the idiosyncratic
component of the utility of running for reelection,
which is specific to House member i at time t.

The expected value of sitting in the House
given reelection at time t is:

(13) EVH$XHit , h%

" WH$t% # %H # pC$XH*it%%C

! AchieveipAH$XHit%%AH

! '$1 ( &d$t%%EV$XHi,t ! 1 , h!XHit%.

The first four terms in (13) capture the current
component of the payoff from sitting in the
House at time t. WH(t) is the wage, and %H is the
monetized value of the utility of sitting in the
House. The parameter %C is the monetized

31 We assume a representative decides whether to run
before the random variables Redistit and Scandalit are real-
ized. Thus, the probability of winning in (12) is an uncon-
ditional probability integrated over the realizations of
Redistit and Scandalit. The probability of redistricting is set
at 0.2628, and the probability of a scandal in the House is
set at 0.0080, which are equal to the frequencies in the data.
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value of the utility of being named to a major
House committee, which is multiplied by the
probability of being named, pC(XH*it), to get the
expected utility.32

In addition, a representative of the type that
values personal legislative achievements (i.e.,
Achievei " 1) may also receive additional util-
ity that is contingent on having an important
legislative accomplishment in that period. We
denote the probability of a political achieve-
ment by a representative by pAH(XHit), while
%AH is the monetized value of the utility incre-
ment generated by an achievement. Expected
utility from legislative achievement is the prod-
uct of these terms.33

The last term in (13) is the future component,
which consists of the discount factor times the
probability of survival to the next decision pe-
riod, times the expected value of the state the
representative will occupy at time t ! 1 when
he/she next makes decisions about exiting Con-
gress or running for office. This expectation is
taken over several pieces of information, re-
vealed after the representative is reelected at t,
which affect the value of his/her options at time
t ! 1. These are the realizations of: (a) selection
to a major committee; (b) variables that affect
election prospects in the next election (SOS,
SOW, Redist, and Scandal); (c) the status of the
two Senate seats in his/her state at the time of
the t ! 1 election; and (d) the set of taste shocks
at time t ! 1.34

C. Probabilities of Winning, Committee
Assignments, and Legislative Achievements

In Section I B, we introduced six functions
that determine the probabilities of winning elec-

tions, important legislative achievements, and
being named to a major House committee. We
specify that each probability function, pS(XSit),
pH(XHit), pHS(XHit), pC(XH*it), pAS(XSit), and
pAH(XHit), has a logistic form. The state vari-
ables that enter each of these logit probability
functions are described in Table 1. The first
column of the table lists all state variables in our
model. In the subsequent columns, a check
mark indicates a state variable is included in a
particular probability function, a dash indicates
it is not pertinent, and a blank space indicates it
is intentionally excluded.

For example, in the third column, we describe
the probability of winning reelection to the
House, pH(XHit). This function includes the
politician’s age, terms in the House, major com-
mittee membership, whether the person is a
skilled politician, Cohort, Party, Redist, and
Scandal, and the set of variables that describe
the political climate for the election (SOD, SOS,
and SOW). But of course it does not include TS
and ST, which are only relevant for senators,
VE, which only matters after exit from Con-
gress, or ES, Cycle, and INC, which affect
only opportunities to run for Senate. The po-
tentially relevant variables that we chose to
exclude are BA, JD, and Achieve. The first
two were excluded because preliminary anal-
ysis suggested they were unimportant.35 We
exclude Achieve on theoretical grounds, since
Skill captures unobservables related to ability
to win elections. Recall that in our model
there are four types, given by all possible
combinations of Skill and Achieve. If
“achievers” also tend to be “skilled,” it will
be captured by the “skilled achiever” type
being relatively prevalent.

The probability functions of achieving im-
portant legislative accomplishments, pAS(XSit)
and pAH(XHit), are quite parsimonious, de-
pending only on terms in Congress, party
affiliation and, for representatives, member-
ship in major committees. Note that these
functions are relevant only for “achievers,”

32 Recall that in (3) we defined XPit as including the
House committee status state variable COMit, which is
therefore included in XHit. Hence, we let XH*it denote the
vector of state variables XHit, but with COMit replaced by
COMit)1.

33 The assumption that only “achievers” derive utility
from accomplishments guarantees that %H and %AH are
separately identified. Otherwise, identification would hinge
subtly on variation of pAH, the probability of achievement,
with XHit.

34 It is straightforward to work out the relevant value
functions for a sitting representative’s decision when ES "
1, where the option of running for Senate is not available.
They are therefore omitted.

35 Prior to estimation of the full model, we estimated
reduced-form logits that contained all the pertinent state
variables for each probability function, and conducted spec-
ification tests to determine which state variables could be
dropped.
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since only they have a positive probability of
achievement.36

D. Identification

As we noted in the introduction, most exist-
ing studies that estimate election probability
functions ignore the selection bias that arises
because we observe election outcomes only for
the selected sample of politicians who choose to
run. Our model implements a selection correc-
tion to deal with this problem. That is, one can
think of our model as generating a reduced form
decision rule that politicians use to decide
whether or not to run. This decision rule is
analogous to the choice (or “observation”)
equation in simple static selection models, such
as in Heckman (1979). As is well known (see,
e.g., the discussion in Heckman and Bo E.

Honore, 1990), identification of selection mod-
els hinges crucially on exclusion restrictions or
“instruments,” by which we mean variables that
enter the choice equation (i.e., the decision rule
for running), but not the outcome equation (i.e.,
the probability of winning function).37 Our
model generates a natural set of exclusion
restrictions.

For instance, Table 1 shows all the variables
that enter pH(XHit), the probability of reelection
to the House. The excluded state variables,
which affect decisions to run for reelection to
the House, but that do not enter pH(XHit), in-

36 Since only “achievers” derive utility from legislative
accomplishments, it is reasonable to assume that they are
the only politicians who will seek them.

37 Intuitively, the extent of selection bias is a decreasing
function of the probability of running. Exclusion restrictions
enable one to alter a variable, say X, that enters the proba-
bility of winning function, while simultaneously altering an
excluded variable, say Z, so as to hold the probability of
running fixed. This identifies the effect of X on the proba-
bility of winning, since, by holding the probability of run-
ning fixed, one holds the effect of selection fixed. Without
exclusions, a selection model is identified purely from func-
tional form and/or distributional assumptions.

TABLE 1—SPECIFICATION OF PROBABILITY FUNCTIONS

State variable pS(XSit) pH(XHit) pHS(XHit) pC(XH*it) pAS(XSit) pAH(XHit)

BAi
JDi
Ageit ! ! ! !
THit ! ! ! !
TSit ! — — — ! —
COMit(COMit)1)* — ! !* — !
VEit — — — — — —
Partyi ! ! ! ! ! !
Skilli ! ! ! !
Achievei ! !
SODi — ! ! —
SOSit ! ! ! !
SOWt ! ! ! !
Scandalit ! ! !
Redistit — ! —
STit ! — — — —
ESit — — ! — — —
Cycleit — — ! — — —
INCit — — ! — — —
Cohorti !

Notes: pS(XSit) is the probability of winning reelection to the Senate; pH(XHit) is the
probability of winning reelection to the House; pHS(XHit) is the probability of winning a
Senate election for a House representative; pC(XH*it) is the probability of being named to a
major House committee; pAS(XSit) and pAH(XHit) are the probabilities of an important
legislative accomplishment by a senator and a representative, respectively. A check mark
indicates a state variable is included in a particular probability function, a dash indicates it is
not pertinent, and a blank space indicates it is intentionally excluded. The asterisk indicates
that COMit)1 replaces COMit in the vector of state variables.
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clude variables that (a) influence the values of
post-congressional career options; and (b) influ-
ence the opportunity to run for higher office.
The former set of variables includes BA and JD,
which have an impact on wages outside of Con-
gress. It also includes the congressional pen-
sion.38 The latter set of variables includes ES,
Cycle, and INC, which determine whether a
Senate seat is up for election in the representa-
tive’s state, as well as the incumbency status of
the seat. These variables affect current and fu-
ture chances of winning bids for higher office,
but do not affect the probability of winning
reelection in the House.39

Another issue concerns identification of how
post-congressional wages depend on congres-
sional experience. Of course, we also have ex-
clusion restrictions here, because there are
many variables in our model that affect deci-
sions to exit Congress but that do not affect
wages. Most obviously, these include SOD,
SOS, and SOW, which influence reelection
prospects. It is important to note, however, that
we can identify only how incremental terms in
Congress affect post-congressional wages.
Since our dataset includes only members of
Congress, we cannot identify the effect of a
politician’s first term in Congress on post-
congressional wages (i.e., the effect of the first
term is subsumed in the intercept of our wage
functions). To identify the effect of the first
term would be difficult, because one would
need additional instruments that affect the
probability of running for Congress in the first

place, but that do not affect post-congres-
sional wages.

Next, consider how the fraction of “achiev-
ers,” &A, and the probabilities of achievement,
pAH and pAS, are identified. For simplicity, con-
sider only the House, and assume &A and pAH
are constants that do not depend on state vari-
ables or covariates. Now, suppose that a fraction
* of representatives has an achievement each
term. Further suppose that this same subset of
representatives has achievements every term. It
would then be clear that pAH " 1 and &A " *.
On the other hand, if there were no persistence
of achievement within an individual history, we
would estimate pAH " * and &A " 1. It is the
extent of persistence of achievement within in-
dividual histories that determines how the esti-
mates of pAH and &A fall between these two
extremes.40

Finally, consider identification of the utility
function parameters. Our model implies a struc-
tural decision rule for whether to run for reelec-
tion or higher office. This decision rule is a
function of a set of nonpecuniary rewards, along
with congressional wages, election probabili-
ties, and post-congressional earning opportuni-
ties. The political climate variables affect these
decisions only via their effect on election prob-
abilities, and the BA and JD variables matter
only because they affect outside earning oppor-
tunities. Thus, these two sets of variables pro-
vide instruments that identify the effect of
election probabilities and outside opportunities on
decisions to run for reelection or higher office.

Given that we can identify the monetary re-
turns to congressional experience, probabilities
of winning, and probabilities of achievements
and committee assignments as described earlier,
and given that we can identify how reelection
probabilities and outside earning opportunities
affect decisions to run for reelection and higher
office (as just described), the 13 utility function

38 In (2) we wrote the pension as a function of Age and
TH, which also enter the probability of winning reelection
in the House. The pension rule, however, has discontinuities
at particular age and experience levels (see Diermeier et al.,
2004). These discontinuities affect decisions to run (while
not affecting reelection probability), giving another source
of identification.

39 Similarly, variables that influence the decision of a
representative to run for the Senate, but that do not enter the
Senate election probability function, include: (a) variables
that influence the values of post-congressional career op-
tions; and (b) variables that influence the value of running
for reelection to the House. The latter includes SOD, the
state of the local district, and COM, committee status.
Finally, the variables that influence the decision of a senator
to run for reelection to the Senate, but that do not enter the
Senate election probability function, include only variables
that influence the values of post-congressional career op-
tions, since senators do not have a third option in our model.

40 The argument for identification of the fraction of
skilled politicians is similar. If, conditional on observed
state variables, election outcomes are i.i.d. when we look
within politicians’ histories over time, there would be no
evidence that some politicians are more skilled at winning
elections than others. But persistently “good” outcomes for
a politician over time (relative to predicted outcomes based
on observed state variables) imply that the politician is
“skilled.”
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parameters that capture nonmonetary rewards
(from sitting in Congress, running for office,
committee assignments, achievements, and
post-congressional political jobs) are left as free
parameters to help fit the wide array of condi-
tional choice frequencies we observe in the data
(i.e., the probabilities of running for reelection
or higher office, conditional on a politician’s
history and the political climate, and the prob-
abilities of choosing each of the three exit op-
tions, conditional on a politician’s state at exit).
Obviously, the utility function parameters are
massively over-identified, since the number of
conditional probabilities that the model at-
tempts to fit is enormous.

II. Data

We construct a dataset containing detailed
information on careers of all House and Senate
members who entered Congress from 1947 (the
80th Congress) to 1993 (the 103rd Congress).
Our data end in 1994, so we have complete
histories of members who left Congress before
January 1995. But histories are right-censored
for members who, in 1994, were reelected to
serve in the 104th Congress.

We define a career as uninterrupted service in
Congress. A career is terminated the first time a
member leaves Congress and either chooses
some other full-time occupation (either in the
private or the public sector), retires from pro-
fessional life, or dies. If a member has multiple
spells or interrupted service—an event that oc-
curs in less than 5 percent of the cases—only
the first spell is recorded. Individuals in our data
set may serve only in the House; or in both the
House and then the Senate (uninterrupted); or
only in the Senate. Our final sample contains
1,899 career histories.41

For each individual in our sample, the dataset
contains: (a) biographical data (i.e., age, place
of birth, educational background, family back-
ground, party affiliation, prior political experi-

ence) and the record of congressional service;
(b) a record of committee membership, possible
scandals while serving in Congress, and con-
gressional wages; (c) redistricting and congres-
sional opportunities data (i.e., opportunities to
run for a Senate seat, seat vacant or incumbent
present, party affiliation of the incumbent); (d) a
record of important legislative accomplish-
ments (i.e., sponsoring major pieces of legisla-
tion, delivering famous speeches, casting
decisive votes on important issues); and (e)
post-congressional data (i.e., type of first job
after service, first annual salary, pension bene-
fits). We describe the data in more detail and
discuss our data sources in Diermeier et al.
(2004).

Of the 1,899 people in our sample, 89 percent
begin their congressional career in the House
while 11 percent start in the Senate; 95 politi-
cians die in office; and 413 are still in Congress
at the end of our sample period. Of the 1,684
politicians who enter Congress in the House,
172 run for a Senate seat at some point in their
career, and 58 succeed. During our sample pe-
riod, there are 73 major scandals (66 involving
a House member), 2,167 cases where a House
member is affected by redistricting,42 and 270
important legislative accomplishments (133 by
House members). As Democrats controlled the
House during almost the entire sample period,
they account for 56 percent of the sample.
While 86 percent of the politicians in our sam-
ple have a bachelor’s degree, nearly half (49
percent) do not have a law degree.

We have post-congressional career informa-
tion on 1,141 of the 1,391 members who exit
Congress during our sample period. Of these, 52
percent enter the private sector, 35 percent take
another political job, and 13 percent retire. In
720 cases, we have information on their salary
or pension. The average annual salaries of
former members of Congress in the private and
public sectors (in 1995 dollars) are $252,583
and $122,576 (with standard deviations of
$67,392 and $43,319), respectively.

There are five variables we use in estimation
that we did not discuss in the model section.41 Ambiguous entries (e.g, missing information on a

person’s middle name may prevent us from distinguishing
members with the same first and last name) and observa-
tions with inconsistent or incomplete congressional records
were dropped from the data. Members who serve in the
Senate and then in the House—an extremely rare event—
are also dropped.

42 Although most redistricting activity occurs after a
decennial census, some redistricting occurs every election
year because of State Supreme Court rulings. Note that a
single redistricting may affect many representatives.
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HSE is a dummy equal to 1 if a member starts
his/her career in the House, and, conversely,
Enter Senate is a dummy equal to 1 if the person
starts in the Senate. Age at Entry indicates the
member’s age upon entering Congress. Family
is an indicator for whether an individual has
relatives who had served in Congress, Home is
an indicator for whether an individual serves in
the same state where he/she was born, and
Polexp is an indicator for whether an individual
had political experience prior to entering
Congress.

The variables Family, Home, Polexp, Enter
Senate, and Age at Entry are not state variables
in our model. We use them, however, together
with party affiliation, to help predict the unob-
servable type of a politician. Specifically, we
assume that the probability that Skilli " 1 and
the probability that Achievei " 1 are logistic
functions of these six variables. This allows us,
for example, to shed light on whether political
experience prior to service in Congress, or com-
ing from a “political family,” are positively
correlated with political skills, or whether a
politician who enters the Senate directly or who
is a member of a particular party is more likely
to value legislative accomplishments.

A large fraction of the sample (68 percent)
serves in the same state where they are born,
and a vast majority (78 percent) held another
local, state, or federal office prior to service in
Congress. Only a small fraction (6 percent) had
relatives elected to Congress before them. On
average, a member of the U.S. Congress starts
his or her congressional career at age 48.

III. Results

In this section, we summarize our estimates
and our main empirical findings, discussing
each component of the model in turn. The max-
imum likelihood estimates (and standard errors)
of the model parameters are reported in Table
2. For a detailed discussion of how we solve and
estimate the model (including the likelihood
function), see Diermeier et al. (2004).

A. Probabilities of Winning, Committee
Assignments, and Legislative Achievements

Several interesting results emerge from the
estimated probabilities of winning House elec-

tions, winning Senate elections, and being
named to a major House committee. Accumu-
lated experience or seniority in the House (mea-
sured by the number of terms in the House),
significantly affects the probability of winning
reelection in the House, the probability of being
named to a major House committee, and the
probability of winning a bid for a Senate seat.
On the other hand, accumulated experience or
seniority in the Senate (measured by the number
of terms in the Senate), does not significantly
affect the probability of winning reelection in
the Senate. Holding everything else constant,
age also has a significant effect on all these
probabilities, indicating that general experience
may also be a factor. Prior committee status
(captured by the indicator variable COMt)1) is
a strong predictor of the probability of being
named to a major House committee, indicating
a high degree of persistence in the composition
of such committees (as is consistent with a
seniority norm). Being a member of a major
committee also increases the reelection proba-
bility in the House. Negative events, like scan-
dals (either for a senator or a House
representative) or redistricting (for a House rep-
resentative), significantly reduce the probability
of winning an election.

Unobserved heterogeneity in ability, captured
by Skill " 0 or 1, plays an important role in
determining politicians’ electoral chances in
both chambers of Congress. On average, our
estimates imply that a House member who is a
“skilled” politician (e.g., one with a valence or
charisma advantage), has a 97.4-percent chance
of winning a reelection bid in the House, com-
pared to an 83.5-percent victory probability for
a “normal” type.43 Similarly, a senator who
is a skilled politician has, on average, an 87.6-
percent chance of winning a reelection bid in
the Senate, compared to only a 64.4-percent
victory probability for a normal type. And a
skilled politician in the House has, on average,
a 24.4-percent chance of winning a bid for the
Senate, compared to only a 7.5-percent chance
for a normal type.

43 These figures are obtained by averaging over all states
that occurred in the data. These are unconditional probabil-
ities, in the sense that observations are included in the
average regardless of whether the politician actually chose
to run.
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TABLE 2—MAXIMUM LIKELIHOOD ESTIMATES AND STANDARD ERRORS

Variable Estimate
Standard

error Variable Estimate
Standard

error

Panel A: Probability of winning in the House

Intercept )3.7193 0.3541
I[SOW " 1]*I[Party " R] 0.8858 0.2870
I[SOW " 2]*I[Party " D] 0.8904 0.1609
I[SOW " 3]*I[Party " D] 1.2112 0.1825
I[SOW " 3]*I[Party " R] )1.3936 0.1801
I[SOS " 1]*I[Party " D] )2.3441 0.3487
I[SOS " 1]*I[Party " R] 0.9529 0.2794
I[SOS " 2]*I[Party " D] )1.6466 0.3165
I[SOS " 3]*I[Party " D] )0.9674 0.2951
I[SOS " 3]*I[Party " R] )0.6420 0.2889
I[SOD " 1]*I[Party " R] 1.1560 0.2509
I[SOD " 2]*I[Party " D] 0.5690 0.1879
I[SOD " 3]*I[Party " D] 2.2821 0.2692
I[SOD " 3]*I[Party " R] 0.0122 0.2734
TH 0.2989 0.0569
TH2 )0.0114 0.0036
COM 0.3608 0.1776
Age 0.2574 0.0089
Age2 )0.0032 0.0001
I[Cohort " 2] 0.9910 0.3148
I[Cohort " 2]*TH 0.2047 0.2642
I[Cohort " 2]*TH2 )0.3385 0.1239
I[Cohort " 3] 0.3240 0.1485
I[Cohort " 3]*TH 0.0263 0.0104
I[Cohort " 3]*TH2 )0.0594 0.0175
Skill 2.4777 0.2909
Redist )0.2782 0.1250
Scandal )4.7276 0.4808

Panel B: Probability of winning in the Senate

Intercept 0.1523 0.3622
I[SOW " 1]*I[Party " R] )0.0737 0.1468
I[SOW " 2]*I[Party " D] 0.5035 0.1853
I[SOW " 3]*I[Party " D] 0.5922 0.1962
I[SOW " 3]*I[Party " R] )0.4537 0.1828
I[SOS " 1]*I[Party " D] 0.0024 0.3142
I[SOS " 1]*I[Party " R] 0.6365 0.2139
I[SOS " 2]*I[Party " D] 0.0013 0.3095
I[SOS " 3]*I[Party " D] )0.2119 0.3175
I[SOS " 3]*I[Party " R] )0.0497 0.2274
I[ES " 2]*I[Party " D]*HSE )4.9166 0.4249
I[ES " 2]*I[Party " R]*HSE )3.5031 0.3585
I[ES " 3]*I[Party " D]*HSE )4.1020 0.3767
I[ES " 3]*I[Party " R]*HSE )4.5837 0.4788
I[ES " 4]*I[Party " D]*HSE )3.6156 0.3750
I[ES " 4]*I[Party " R]*HSE )3.0244 0.3679
TH*HSE 0.3217 0.0744
TH2*HSE )0.0329 0.0083
TS )0.0819 0.3792
TS2 0.0535 0.0855
Age 0.0861 0.0077
Age2 )0.0014 0.0001
Skill 1.5194 0.3482
Scandal )2.4383 1.4305

Panel C: Probability of committee appointment

Intercept )8.2046 0.3149
I[SOW " 1]*I[Party " R] 0.1106 0.1958
I[SOW " 2]*I[Party " D] )0.6282 0.1748
I[SOW " 3]*I[Party " D] )0.2920 0.1658
I[SOW " 3]*I[Party " R] 0.3350 0.1927
I[SOS " 1]*I[Party " D] 0.9235 0.3206
I[SOS " 1]*I[Party " R] 0.5262 0.2625
I[SOS " 2]*I[Party " D] 0.8245 0.3145
I[SOS " 3]*I[Party " D] 0.8414 0.2792
I[SOS " 3]*I[Party " R] 0.0842 0.2735
I[SOD " 1]*I[Party " R] 0.3074 0.2210
I[SOD " 2]*I[Party " D] 0.2082 0.1708
I[SOD " 3]*I[Party " D] 0.0892 0.1992
I[SOD " 3]*I[Party " R] )0.1118 0.2519
I[COMt)1 " 1]*TH 0.1679 0.1002
I[COMt)1 " 1]*TH2 )0.0067 0.0059
I[COMt)1 " 0]*TH 0.3422 0.0670
I[COMt)1 " 0]*TH2 )0.0498 0.0062
COMt)1 5.8834 0.4238
Age 0.1864 0.0080
Age2 )0.0019 0.0001

Panel D: Probability of achievement in the House

Intercept )3.2931 0.1856
TH 0.1254 0.0176
COM )0.0709 0.2252
I[Party " D] 0.6896 0.2121

Panel E: Probability of achievement in the Senate

Intercept )1.9139 0.2307
TS 0.2081 0.0835
I[Party " D] 0.2454 0.1842

Panel F: Wage function in the private sector

Intercept 11.8478 0.0474
BA 0.0633 0.0276
JD 0.0367 0.0195
TH 0.0503 0.0071
TH2 )0.0030 0.0005
TS 0.2952 0.0542
TS2 )0.0642 0.0154
COM 0.0296 0.0433
VE )0.0849 0.0235
Age 0.0081 0.0011
Age2 )0.0001 0.0000
Skill )0.0286 0.0455

Panel G: Wage function in the public sector

Intercept 10.6393 0.0832
BA 0.0915 0.0510
JD 0.0134 0.0369
TH 0.0736 0.0145
TH2 )0.0054 0.0012
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The political climate variables enter the prob-
ability of winning functions in a very flexible
way (see Table 2). To help interpret their im-
pact, we present some examples. Consider a
48-year-old Democrat who is serving his/her
first House term in the 100th Congress, is not on
a major committee, faces no scandal or redis-
tricting, and is a normal type (i.e., Skill " 0).
Suppose SOD, SOS, and SOW, which we as-
sume can take on values 1, 2, or 3, as the
political climate is favorable for Republicans,
neutral, or favorable for Democrats (see Dier-

meier et al., 2004), all equal 2, implying a
neutral climate. Then, our estimates imply that
the probability of winning a House reelection
bid is 86.5 percent. But, if SOD, SOS, and SOW
all equal 1, meaning the climate favors Repub-
licans, this probability drops to only 42.5 per-
cent; if SOD, SOS, and SOW all equal 3,
meaning the climate favors Democrats, it in-
creases to 99 percent.

Now suppose an open Senate seat (i.e., no
incumbent running) is up for election in this
representative’s state. Then, if SOD, SOS, and

TABLE 2—Continued.

Variable Estimate
Standard

error Variable Estimate
Standard

error

Panel G: Wage function in the public sector (continued)

TS 0.4029 0.0854
TS2 )0.1004 0.0233
COM )0.1641 0.0865
VE 0.0042 0.0438
Age 0.0306 0.0021
Age2 )0.0004 0.0000
Skill )0.0968 0.0821

Panel H: Covariance matrix of wage error terms

a11 0.3710 0.0260
a12 0.4409 0.0292
a22 0.0000 —

Panel I: Probability of being “skilled”

Intercept )0.5816 0.5130
Family 0.4046 0.3775
Home 0.1562 0.1915
Polexp 0.3525 0.2098
Enter Senate )0.0165 0.9852
Age at entry 0.0664 0.0346
I[Party " D] 0.3862 0.2803

Panel J: Probability of being an “achiever”

Intercept )0.0688 0.5087
Family 0.7526 0.5209
Home 0.0306 0.2726
Polexp )0.3894 0.2976
Enter Senate 1.5118 0.3554
Age at entry )0.1472 0.0331
I[Party " D] )0.2396 0.2977

Panel K: Utilities from sitting in Congress

aH 40,732 23,254
aC 27,304 16,749
aS 424,619 84,974

Notes: The value of the log-likelihood is )8371.84. I[ . ] is an indicator variable that takes the value 1 if the expression within
brackets is true and 0 if it is false.

Panel L: Utilities from legislative achievements

aAH 338,517 118,556
aAS 403,982 288,756

Panel M: Utilities from running

aRH 228,586 22,047
aHS )658,739 103,034
aRS 327,109 286,312

Panel N: Utilities on exit

aL 253,917 9,403
aVE 63,499 9,505
a2W 178,031 9,202
a1C )21,399 14,308
a2C 15,055 12,424

Panel O: Standard deviations of taste shocks

+1H 217,375 22,901
+2H 216,585 22,329
+3H 215,420 22,679
+4H 212,478 25,421
+1S 388,701 78,244
+2S 526,056 110,430
+RS 902,362 230,618
+E 98,240 18,312

Panel P: Probability of retirement and discount factor

Intercept 2.3963 1.5649
Age ) 60 )1.0424 0.4590
' 0.8488 0.0216
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SOW all equal 2 (i.e., the climate is neutral),
his/her chance of winning a Senate bid is 14.8
percent. If the three climate variables all favor
Republicans, it falls to 9.5 percent. Presence of
an incumbent reduces the probability of a suc-
cessful Senate bid even more. For instance,
even if all the climate variables favor Demo-
crats, the chance of a successful Senate bid
against an incumbent Democratic senator is
only 4 percent.

As we have discussed, ignoring the fact that
members of Congress may decide whether to
run for reelection based, at least in part, on their
probability of success may lead to selection bias
in estimates of reelection probabilities. But our
model adjusts victory probability estimates by
taking into account how members of Congress
decide whether to run. To assess the impact of
selection on observed victory probabilities, we
simulate career histories from our model and
compare average victory probabilities between
politicians who choose to run and those who do
not run.

Our model implies that the average probabil-
ity of winning reelection to the House among
members who choose to run is 90.7 percent,
while the average victory probability among
those who do not run is 88.1 percent. Uncondi-
tionally, the victory probability is 90.4 percent.
These figures are open to different interpreta-
tions. Obviously, there is selection, in that vic-
tory probabilities are higher among House
members who decide to run for reelection. On
the other hand, the difference is modest, and the
unconditional victory probability is nearly as
high as the probability conditional on running.
We conclude that very high House reelection
probabilities are a real phenomenon, and not an
artifact of selection. The pattern is similar in the
Senate. Our model implies that the average vic-
tory probability among senators who choose
to run for reelection is 81.8 percent, while the
average victory probability among those who
choose not to run is 75.5 percent. Uncon-
ditionally, the victory probability is 80.8
percent.

Selection is much more quantitatively impor-
tant for the probability of winning a bid for
higher office. Our model implies that the aver-
age victory probability among House members
who actually make a bid for a Senate seat is
36.6 percent. But the unconditional probability

of winning a bid for the Senate is only 16.3
percent. This suggests that decisions of repre-
sentatives about whether to run for higher office
are quite sensitive to their chances of success.

Turning to the estimated probability of im-
portant legislative achievements by representa-
tives and senators, we find that accumulated
experience (i.e., seniority) increases the proba-
bility of a personal legislative achievement in
both chambers. Committee membership, on the
other hand, has no significant effect. Interest-
ingly, Democrat representatives and senators
are more likely to obtain important legislative
accomplishments than Republicans. This may
be because Democrats controlled both cham-
bers of Congress during most of our sample
period.

B. Post-Congressional Wage Functions

Our wage functions estimates allow us to
quantify the job-market returns to congressional
experience, which is one of the primary goals of
our research. Our findings indicate that congres-
sional experience significantly increases wages
in post-congressional occupations both in the
private and in the public sector. The marginal
effect of an additional term in Congress, how-
ever, decreases rather rapidly with experience.
Holding everything else constant, winning re-
election in the House (Senate) for the first time
increases post-congressional wages by 4.4 per-
cent (16.7 percent) and 6.3 percent (20.2 per-
cent) in the private and public sectors,
respectively. But averaging over members’ ac-
tual experience levels, the marginal effect on
post-congressional wages of an additional term
in the House (Senate) is equal to 2.4 percent
(5.2 percent) in the private sector and 2.6 per-
cent (2.4 percent) in the public sector.

Several additional observations are notewor-
thy. All other coefficients of the wage functions
have reasonable signs and magnitudes. Interest-
ingly, leaving Congress voluntarily is associ-
ated with lower wages in the private sector (but
not in the public sector). As we alluded to
earlier, this effect may arise because leaving
Congress voluntarily indicates a politician’s de-
sire to “slow down,” which would induce him/
her to pursue lower-paying but also less-
demanding jobs in the private sector. On the
other hand, leaving as a “loser” may preclude a
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member of Congress from pursuing some other
political offices.

An important finding is that a politician’s
unobserved skill-type has no effect on post-
congressional wages either in the private or
public sector. Politicians’ unobserved attributes,
such as valence or charisma, which, as illus-
trated above, play an important role throughout
their congressional careers by increasing their
probability of winning elections, do not seem to
translate directly into better job-market op-
portunities outside of Congress. Thus, skilled
politicians are not more productive in post-
congressional employment.44

C. Utility Function and Unobserved
Heterogeneity

The estimated utility function parameters im-
ply that monetary rewards alone (i.e., congres-
sional wages and post-congressional payoffs)
cannot explain the behavior of members of Con-
gress. Politicians also care about nonpecuniary
rewards. Our model enables us to place a mon-
etary value on the nonpecuniary rewards from
serving in Congress and, to some extent, to
decompose them by quantifying the benefits
from important political accomplishments. We
find that general nonpecuniary rewards amount
to over $200,000 per year for a senator and
about $20,000 to $35,000 per year for a repre-
sentative, depending on whether he/she is a
member of a major House committee. Nonpe-
cuniary rewards from achieving an important
legislative accomplishment are comparable for
representatives and senators and are both quite
large (i.e., about $350,000 and $400,000, re-
spectively).45 To provide a term of comparison,

note that the average annual salary of a member
of Congress in 1995 dollars over our sample
period is equal to $120,378.46 We conclude that
the nonpecuniary rewards from being in Con-
gress are rather large (especially in the Senate)
and that policy motivations may play an impor-
tant role in the career decisions of some
politicians.47

Turning to politicians’ unobserved heteroge-
neity, the estimated distribution of politicians’
types implies that 46 percent are the “skilled”
type while 27 percent are the “achiever” type.
Regarding the joint distribution, 11 percent are
skilled achievers, 35 percent are skilled only, 16
percent are achievers only, and 38 percent are
neither. Interestingly, politicians who are
younger when they first enter Congress, and
politicians who enter the Senate directly, are
more likely to be achievers. Political experience
prior to entering Congress and being a Demo-
crat are both negatively correlated with being an
achiever (although neither effect is statistically
significant). On the other hand, politicians who
are older when they first enter Congress are
more likely to be skilled. Being a skilled poli-
tician is also positively correlated with being a
Democrat and having prior political experience
(although neither correlation is statistically
significant).48

D. Goodness of Fit

Our model specification is quite parsimoni-
ous, given the number of outcomes and behav-
ior that the model must fit (i.e., winning
probabilities, committee appointments, political
achievements, choice probabilities while in
Congress, wages, occupational choices, and re-
tirement after exiting Congress). The only com-
ponent of the model where we obviously have a
great deal of leeway in terms of specification is44 The finding that unobserved heterogeneity in skills

does not affect the wage functions does not imply that we
could have estimated these functions separately from the
rest of the model using OLS. There is still selection in terms
of which post-congressional career option (private sector,
public sector, or retirement) is chosen. Variables like con-
gressional experience, voluntary exit, education, and com-
mittee status will be correlated with the error terms in the
wage functions among the subsamples of politicians who
select particular exit options, and are therefore endogenous.

45 Legislative achievements as we have defined them are
fairly rare. In our sample period we observe only about 11
on average per Congress. On the other hand, our estimates
imply that only 27 percent of politicians are the type who

care about achievement. This implies that the probability of
an achievement for a typical achiever is about 11/(535 *
0.27) " 7.6 percent per term, implying an expected value of
achievements of roughly $25,000 to $30,000 per term.

46 To convert nominal amounts into real we used the CPI
deflator and set 1995 as the base year.

47 Furthermore, the estimated nonpecuniary reward from
a post-congressional political job is about $90,000 per year.

48 However, the estimated coefficients of each of the two
type probability functions are jointly significant.
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in the utility function, but here we adopted a
very simple specification with only 13 funda-
mental parameters.49 We would argue that this
is extremely parsimonious, given the need to
capture both decisions while in Congress (8
dedicated parameters) and post-congressional
occupational choices (5 dedicated parameters).

To assess the overall fit of our model, we
present Table 3 and Figures 1 and 2, which
focus on different aspects of the data on con-
gressional careers and post-congressional deci-
sions, and compare the predictions of the model
to their empirical counterparts.50 Overall the
model tracks the behavior of politicians through-
out their congressional careers remarkably well.

In the top panel of Table 3, we summarize the
behavior of representatives for each possible
“election status” as described by the state vari-
able ES. Recall that ES " 1 if no Senate seat is
up for election in the representative’s state. If
ES " 2 or 3 a Senate seat is up for election, but
an incumbent Democratic or Republican sena-
tor is running for reelection. If ES " 4 the
Senate seat is open. The model predicts repre-
sentatives’ choices in each case so accurately
that, if we were to round to the nearest integer,
the choice frequencies would be exact, with one
exception. When there is an open Senate seat,
the model predicts that 87 percent of represen-
tatives run for reelection to the House, while in
the data only 85 percent run. To compensate,
the model slightly under-predicts exit and the
fraction of representatives who run for the Sen-
ate seat (each by 1 percent).

As we can see from Table 3, the overwhelm-
ing majority of House members run for reelec-
tion, regardless of ES. Only a small fraction of
representatives choose to give up their seat in
the House to run for a seat in the Senate. But the
percentage that runs for higher office is about
four times larger when no incumbent senator is
running for reelection.

In the middle panel of Table 3, we summarize
the behavior of senators for each possible value
of ST (“Senate term”), which is equal to 1, 2, or
3 as the senator has served 2, 4, or the full 6
years of his/her term, respectively. Again the
predictions of the model are very accurate. The
probability a senator runs for reelection is
slightly overstated (85 percent versus 84 percent
in the data). Note that the fraction of senators
who run for reelection is much smaller than that
for representatives, but still very high.

In Figures 1 and 2, we plot the survival
functions for members of the House and the
Senate, respectively. As we can see from these
figures, the model accurately predicts the ob-

49 Our logit functions for probabilities of winning and
committee assignments have a large number of parameters,
but the specifications of these functions are quite natural in
light of the existing literature. Also, the specifications of the
wage functions and the logit functions for probabilities of
legislative accomplishments and type probabilities are very
simple.

50 The model predictions are based on 10,000 simulated
individuals with the same distribution of initial conditions
as in the data.

TABLE 3—DECISIONS OF MEMBERS OF CONGRESS

Data Model

Panel A: Decisions of representatives

ES " 1
Percent rerun for House 93.15 92.99
Percent exit Congress 6.85 7.01
ES " 2
Percent rerun for House 91.06 90.84
Percent run for Senate 2.15 2.25
Percent exit Congress 6.79 6.91
ES " 3
Percent rerun for House 91.12 91.23
Percent run for Senate 2.34 2.30
Percent exit Congress 6.54 6.47
ES " 4
Percent rerun for House 84.76 86.77
Percent run for Senate 8.42 7.44
Percent exit Congress 6.82 5.79

Panel B: Decisions of senators

ST " 1
Percent stay in Senate 98.17 97.96
Percent exit Congress 1.83 2.04
ST " 2
Percent stay in Senate 95.34 95.38
Percent exit Congress 4.66 4.62
ST " 3
Percent rerun for Senate 83.85 85.24
Percent exit Congress 16.15 14.76

Panel C: Post-congressional career decisions

VE " 1
Percent private sector 41.61 39.63
Percent public sector 35.00 30.86
Percent retire 23.39 29.51
VE " 0
Percent private sector 61.27 55.53
Percent public sector 35.11 39.63
Percent retire 3.61 4.83
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served career decisions of politicians through
time in both chambers of Congress.51 Another
interesting feature of the data is that the mem-
bers of the House who choose to run for the
Senate do so relatively early in their careers as
representatives. If a representative does not run
for the Senate by about his/her fifth term, he/she
is very unlikely to ever do so. The model accu-
rately captures this pattern as well.

In the bottom panel of Table 3, we describe
the fit to post-congressional career decisions.
We distinguish between politicians who leave
Congress voluntarily (i.e., VE " 1) and those
who are forced out via losing an election (i.e.,
VE " 0), because their behavior is rather dif-
ferent. By and large, the model reproduces post-
congressional career choices reasonably well,
although not as well as it captures behavior
while in Congress. We understate the fraction of
voluntary leavers who enter the public sector
(31 percent versus 35 percent in the data), and
overstate the fraction who retire (29.5 percent
versus 23.3 percent). And we understate the
fraction of “losers” who enter the private sector
(55.5 percent versus 61.3 percent in the data),
while overstating the fraction who enter the
public sector (39.6 percent versus. 35.1 per-

cent). But the model does generate the patterns
that voluntary leavers are much more likely to
retire than “losers,”52 and that voluntarily leav-
ers are much less likely to enter the private
sector. This is consistent with our finding that
voluntarily leavers are offered lower private
sector wages.

IV. The Value of a Seat in Congress

In this section, we use our model to assess the
value of a seat in Congress. Much of the recent
literature on retirements from Congress has fo-
cused on monetary incentives, such as the op-
tion of converting unspent campaign funds to
personal use (see Groseclose and Krehbie,
1994; Groseclose and Milyo, 1999). Our model
allows us to address the following more general
question: What monetary payment (contingent
on exit) would render a member of Congress ex
ante indifferent between giving up his/her seat
prior to the expiration of his/her current term
and continuing his/her congressional career?
Let Valueit denote the answer to this question
for politician i at time t. We interpret this as the
monetized value of a seat in Congress for a
sitting member. Using our model, this value can
be easily calculated and is equal to the ex ante
difference between the value function of re-
maining in Congress and the value function of51 In the data, conditional on being elected to the House,

the average number of terms a representative serves before
exiting Congress is 4.9. The comparable figure for senators
is 1.9 terms. The average numbers of House and Senate
terms predicted by the model are equal to 4.5 and 2.1,
respectively.

52 The fraction of politicians who leave Congress volun-
tarily is 47.3 percent, while the model predicts 43.3 percent.

FIGURE 2. SURVIVAL FUNCTION FOR SENATEFIGURE 1. SURVIVAL FUNCTION FOR HOUSE
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voluntarily exiting Congress.53 In particular, for
a sitting House member we have:

(14) Valueit

! "
V! RH$XHit , h% ( VE$XPit% if ES ! 1

max+V! RH$XHit , h%,
V! RS$XHit , h%, ( VE$XPit%

if ES ! 2, 3, 4

while for a sitting member of the Senate we
have:

(15) Valueit

! #V! S$XSit , s% ( VE$XPit% if ST ! 1, 2
V! RS$XSit , s% ( VE$XPit% if ST ! 3.

The mean and standard deviation of the mon-
etized value of a House seat in 1995 dollars
computed using our estimated model are equal
to $616,228 and $170,415, respectively.54 For a
Senate seat, they are equal to $1,673,763 and
$344,302, respectively.55

How does the value of a seat in Congress
vary with individual characteristics? Table 4 re-
ports OLS regressions of the log of the mone-
tized value of a congressional seat, ln(Valueit),
on individual characteristics (i.e., BA, JD, Age,
Skill, Achieve, and Party), congressional expe-
rience, and the estimated probability of winning
reelection, for members of the House and the

Senate, respectively. Several interesting find-
ings emerge from this table. As we would ex-
pect, ceteris paribus, individual characteristics
that increase the outside opportunities of a
member of Congress (like having a BA or a JD)
lower the value of a seat in Congress. On the
other hand, being a “skilled” politician (or an
“achiever”) increases the value of a House seat
by 19 percent (13 percent) and that of a Senate
seat by 15 percent (16 percent). For a House
member, being on a major committee increases
the value of a House seat by 15 percent. Hold-
ing everything else constant, a 1-percent in-
crease in the probability of winning reelection
in the House (Senate) translates into roughly a
0.6 percent (0.8 percent) increase in the value of
a congressional seat. Interestingly, the value of
a Senate seat is 4.8 percent higher for
Democrats.

53 Note that by ex ante we mean before the politician’s
taste shocks at the time of the decision to run for reelection
are realized. If the ex ante value functions are equalized,
there is a 50–50 chance the politician will choose to exit
after the taste shocks are realized. This ex ante indifference
is identical to the criterion used in Groseclose and Milyo
(1999).

54 Like all other model predictions, these values are
obtained by using the model to simulate 10,000 career
histories.

55 Note that our estimates do not correspond to what
individuals who are not in Congress would be willing to pay
to obtain a seat in Congress. In fact, our counterfactual
experiment holds constant any accumulated congressional
experience (and the present discounted value of all future
returns it is expected to generate), and simply compares the
ex ante value of continuing in Congress to that of exiting
prior to the termination of a congressional term. To answer
the alternative question about value of entry, we would need
to collect additional data on unsuccessful candidates and
then model the initial decision to run for Congress. We
intend to pursue this line of inquiry in future work.

TABLE 4—OLS REGRESSIONS OF LOG-VALUE OF A

CONGRESSIONAL SEAT

Variable Estimate
Standard

error

Panel A: Value of a House seat

Intercept 12.5797 0.0151
BA )0.0791 0.0016
JD )0.0334 0.0012
Age 0.0240 0.0006
Age2 )0.0003 0.0000
TH )0.0569 0.0005
TH2 0.0002 0.0000
COM 0.1530 0.0015
Skill 0.1893 0.0013
Achieve 0.1312 0.0013
Democrat )0.0027 0.0011
Winning probability 0.6474 0.0042
R2 " 0.8836

Panel B: Value of a Senate seat

Intercept 12.1649 0.0576
BA )0.0384 0.0054
JD )0.0162 0.0036
Age 0.0679 0.0021
Age2 )0.0007 0.0000
TH )0.0494 0.0032
TH2 0.0029 0.0006
TS )0.0925 0.0058
TS2 0.0129 0.0011
Skill 0.1520 0.0063
Achieve 0.1608 0.0034
Democrat 0.0476 0.0035
Winning probability 0.8045 0.0243
R2 " 0.9210
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It is interesting to compare our estimates of
the values of House and Senate seats to those
obtained using alternative approaches, particu-
larly Groseclose and Milyo (1999). As dis-
cussed by Groseclose and Krehbiel (1994), a
1979 amendment to the Federal Election Cam-
paign Act prohibited members of the House
from transferring unspent campaign funds to
personal use after they left office.56 This amend-
ment also contained a “golden parachute provi-
sion,” however, which granted all House
members elected prior to 1980 grandfather sta-
tus. But a second amendment, passed into law in
1989, abolished this in 1992. Hence, in 1992,
158 members of the House were presented with
a one-time choice between voluntarily exiting
Congress and keeping their campaign war
chests for personal use, or running for reelection
and forever foregoing this opportunity.

While not directly comparable, this situation
provides at least a benchmark to assess the
outcome of our counterfactual experiment. In
particular, from the politicians’ decisions to
forego specific amounts of money we can make
some inference regarding properties of the dis-
tribution of the value of a House seat. Using the
Groseclose and Krehbiel (1994) data, for the
158 members of the House who faced this de-
cision, we computed descriptive statistics of the
dollar amounts in their campaign war chest de-
pending on whether they actually chose to rerun
or exit Congress. The mean and standard devi-
ation of these amounts (in 1995 CPI dollars) for
the 33 members of the House who voluntarily
exited Congress are $307,280 and $235,028,
respectively. For the remaining 125 House
members who decided to rerun, they are equal
to $234,809 and $232,711, respectively. These
two distributions overlap substantially, so there
is obviously no clear threshold, such that a
member exited if and only if the “golden para-
chute” exceeded that value.

Using these data, Groseclose and Milyo
(1999) estimate a model of the decisions of
affected House members whether to run for
reelection in 1992 versus exit Congress. The
amount in each member’s campaign war chest
provides an arguably exogenous source of vari-

ation in the value of the exit option, which helps
to identify the model parameters. Groseclose
and Milyo assume politicians’ utility is a con-
cave (CRRA) function of their wealth, and use
imputed measures of the personal wealth of
House members to estimate their utility from
the convertible campaign cash.57 Their maxi-
mum likelihood estimates imply that the value
of a House seat for a member of median age and
median wealth is about $3 million. The Grose-
close and Milyo estimates, however, are very
sensitive to the coefficient of risk-aversion in
the politicians’ utility function, and the likeli-
hood function of their model is very flat in this
parameter. According to Groseclose (2002) the
estimate of the value of a House seat falls to
only about $250,000 if they assume a linear
utility function. Given the flatness of their like-
lihood surface, they cannot reject linear or
nearly linear utility, so in fact their estimate
does not strongly contradict ours.58

V. Policy Experiments

An appealing feature of our structural ap-
proach is that we can use the estimated model to
evaluate the effects of various policy experi-
ments on careers of politicians and the value of
a congressional seat. Here, we analyze two ex-
periments: an increase in the congressional
wage and term limits.

Before we discuss these policy experiments,
an important caveat is in order. Since our data
contain only members of Congress, our analysis
is limited to the study of politicians conditional

56 This amendment did not affect the members of the
Senate since this option was never available to them.

57 According to their data, the average wealth of a House
representative in 1992 was $350,000. Only about 5 percent
had $1 million or more, and less than 2 percent had more
than $5 million.

58 A second important point is that the House members
who were grandfathered by the 1979 amendment to the
Federal Election Campaign Act and were still serving in
1992 were not a random sample of the population of all
members of Congress. This sample includes only those
members with unspent campaign funds who were not de-
feated and chose not to exit Congress prior to 1992. Those
House members who repeatedly rejected the option of leav-
ing during the 1980–1990 period (during which they could
have exited at any time and taken the campaign cash), are
likely to be members who had relatively high values of
remaining in Congress. Hence, any inference based solely
on their observed behavior may not generalize to the overall
population.
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on election to Congress. This implies that we
cannot evaluate the impact of counterfactual
experiments on the composition of the pool of
potential candidates who choose to run for Con-
gress in the first place. Our analysis of the
effects of congressional wages and term limits
is therefore only partial (i.e., it is conditional on
election to Congress). Nevertheless, we believe
it provides some new insights into the way such
policies may affect the behavior of politicians.

A. Congressional Wage Increase

The first experiment we consider is a 20-
percent increase in congressional wages (in real
terms). Our main finding is that the effects of
such a wage increase on the behavior of mem-
bers of Congress are modest. Averaged over all
relevant states, the probability a House member
runs for reelection increases from 91.2 percent
to 94.2 percent, and the probability a senator
runs increases from 85.2 percent to 87.1 per-
cent.59 For the members of the House, the prob-
ability of running for the Senate (conditional on
a seat being up for election) decreases slightly
from 3.0 percent to 1.9 percent. Overall, the wage
increase reduces early voluntary exit from Con-
gress only by about 2 percent, and has virtually no
effect on the overall average duration of con-
gressional careers or the post-congressional de-
cisions of politicians. These effects are fairly
similar across politicians with different (observ-
able and unobservable) characteristics.

Turning our attention to the effects of an
increase in the congressional wage on the value
of a congressional seat, we find that a 20-
percent wage increase boosts the average value
of a seat in the House by 22.9 percent and the
average value of a seat in the Senate by 9.8
percent.60 This difference can be explained by
the fact that, while the congressional wage is the
predominant component of the per-period ex-

pected payoff from serving in the House, it
accounts for a much smaller portion of the per-
period expected payoff from serving in the
Senate.

Recently, political economists have started to
investigate the idea that paying politicians bet-
ter may improve the average quality of politi-
cians and their performance in office (see, e.g.,
Timothy Besley, 2004). Our analysis suggests
that while a pay raise clearly increases the value
of holding office, the effects of congressional
wages on the career decisions of sitting mem-
bers of Congress are uniformly small, for all
types of politicians.

B. Term Limits

In the second policy experiment, we consider
a term limit regime where politicians can serve
a maximum of four terms in the House and two
terms in the Senate. This situation corresponds
to an actual proposal that was considered in the
early 1990s. In fact, between 1990 and 1994,
many states approved initiatives to limit the
number of terms served by their state legislators
and proposed to extend these limits to their
members of Congress (see, e.g., Gerald Ben-
jamin and Michael Malbin, 1992).61

Perhaps not surprisingly, we find that the
presence of term limits substantially increases
early voluntary exit from both the House and
the Senate.62 Averaged over all relevant states,
the probability a House member runs for reelec-
tion (to a second or third term) drops from 93.6
percent to 81.9 percent, and the probability a
senator runs for a second term drops from 87.0
percent to 77.1 percent. For House members,
imposition of term limits increases their proba-
bility of running for the Senate from 2.9 per-
cent to 6.7 percent.63

59 All statistics reported in Section V are based on sim-
ulations of 10,000 career histories using our estimated
model.

60 Note that the effect of a 20-percent wage increase on
the value of a seat can exceed 20 percent so long as the
value of the outside alternative is positive. Effects of less
than 20 percent will tend to arise if nonpecuniary returns are
a large part of the value of a seat. The effect estimates we
obtain are fairly homogeneous across politicians with dif-
ferent observed characteristics and unobserved types.

61 These proposals range from imposing limits of as little
as three to as many as six terms in the House. In our
analysis, we experimented with all possible combinations.
Qualitatively, the results were similar across all the different
cases.

62 We compare the choices of House and Senate mem-
bers under the two different scenarios prior to their fourth
House term and their second Senate term, respectively
(when, under the term limit scenario, they would have to
exit Congress).

63 These findings are consistent with the observed be-
havior of state legislators following the introduction of term
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A perhaps more interesting question, how-
ever, is whether term limits have an impact on
all individuals in the same way, or whether
politicians with different characteristics are af-
fected differently. We find that term limits have
slightly larger impacts on the behavior of more
skilled politicians, politicians who place more
value on political achievements, and politicians
who are older. These differences are more no-
ticeable in the House, although we also find
them in the Senate. On average, the imposition
of term limits reduces the probability that a
politician of normal type runs for reelection (to
a second or third term) in the House by about 10
percent. But for “skilled” politicians and
“achievers” the declines are about 13 percent
and 12 percent, respectively. Differences are
also apparent by age. On average, the imposi-
tion of term limits reduces the probability that a
relatively young politician (i.e., under or equal
to the mean age of 48) runs for reelection to a
second or third term in the House by about 11
percent. But for an older politician this proba-
bility goes down by about 13 percent.64

Turning to the effects of term limits on the
value of a congressional seat, we find that the
imposition of term limits reduces the average
value of a House seat by 39.8 percent and the
average value of a Senate seat by 26.2 percent.
Consistent with our previous findings, the mem-
bers of Congress who are most negatively af-
fected by term limits are those who have better
politicians’ skills, value personal political
achievements more, and are older. For example,
while term limits reduce the value of a House
(Senate) seat for a politician of normal type by
about 37 percent (20 percent), the reductions for
a “skilled” politician and an “achiever” are
equal to about 42 percent (29 percent) and 41
percent (27 percent), respectively.

Many pro and con arguments for legislative
term limits have been made (see, e.g., Benjamin
and Malbin, 1992, for a survey). Many have
emphasized that, since reelection prospects cre-
ate incentives for politicians to serve their con-

stituents, imposing term limits may induce
politicians to exercise less effort on behalf of
their voters (see, e.g., Besley and Anne Case,
1995; Jeffrey S. Banks and Rangarajan K.
Sundaram, 1998). The results of our analysis
suggest that another potential effect of term
limits is that they may discourage relatively
“skilled” politicians and politicians who are rel-
atively more “policy minded” from staying in
Congress. Our results also suggest that term
limits might tend to tilt the composition of Con-
gress toward younger and less experienced
politicians.

VI. Conclusions

In this article, we have presented a novel
approach to the empirical analysis of political
careers based on the specification and estima-
tion of a dynamic model of the career decisions
of members of the U.S. Congress. Using a
newly constructed dataset that contains infor-
mation on post-congressional employment, we
have estimated the returns to congressional ex-
perience, quantified the value of a congressional
seat, decomposed the overall returns to congres-
sional service between monetary and nonpecu-
niary rewards, and related part of the
nonpecuniary benefits from serving in Congress
to data on important legislative achievements.
By allowing for unobserved heterogeneity in
the skills and motivations of politicians, we
have estimated the frequency distribution of
politician types, related the unobserved types to
observable characteristics, and investigated the
role of politicians’ unobserved attributes in their
congressional and post-congressional careers.
We have also used our estimated model to as-
sess the effects of an increase in the congres-
sional wage and the imposition of term limits on
the behavior of elected politicians.

While our analysis extends and generalizes
most of the existing empirical literature on the
study of political careers, there are several im-
portant issues we have neglected to address in
this article which represent possible directions
for future research. One issue concerns the ini-
tial decisions of politicians to run for Congress
or, more broadly, the decisions of people to
become politicians. Progress on successfully
addressing this question critically hinges on the
collection of new data on the pool of potential

limits in the California state legislature in 1994 (see, e.g.,
Stanley M. Caress, 1996).

64 We find that the imposition of term limits has no
significant effects on the post-congressional behavior of
politicians.

371VOL. 95 NO. 1 DIERMEIER ET AL.: CONGRESSIONAL CAREERS



candidates for public office. Another important
issue concerns the role of fundraising and cam-
paigning in political careers. An extension of
our model, which incorporates these important
aspects of politics, could, for example, be used
to address the interesting question of whether
the intense fundraising and campaigning neces-
sary to run for Congress serves as a deterrent to
“public spirited” politicians, and tends toward
an adverse selection of “political dealmakers”
who are beholden to lobbyists and special in-
terests. Such a model could also be used to
assess the potential effects of various campaign
finance reforms like the ones that have recently
been proposed in the United States.
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