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This project investigates the effect of a possible risk of cabinet
termination on political agency problem (moral hazard and adverse selection). First, the possibility
of cabinet termination can incentivize a prime minister or government to increase their efforts.
Consequently, this may reduce the related moral hazard problems. Second, the possibility of cabinet
termination can improve the quality of governance. This is because a prime minister or government
exhibiting undesirable characteristics such as low competence to their voters should be dismissed
through the cabinet termination. Thus, a more competent government is more likely to survive.
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