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Abstract:

This paper explores temporal variation in partisdiacts on social spending growth in OECD countowesr

the period 1971-2002. We argue that partisan &ff@e jointly conditioned by globalization and the

mobilizational capacity of organized labor. Witloving-windows analysis, we show that partisan efec

increased from the mid-1970s to the late 1980glaer disappeared in the 1990s. We show furthér tha

partisan effects rose with globalization in the @9@nd early 1980s, a period characterized bygrisibor

strength in many OECD countries, but this is no¢ tior the post-1985 period, characterized by dei

labor strength. Most importantly, our analysisizates globalization was associated with decligagisan

effects in countries that experienced union dedhirntbe 1980s and 1990s, but it was associatednsitig

partisan effects in countries in which unions reradistrong.



The idea that parties of the Left and the Righeicad the distributive interests of their core

constituencies and therefore pursue different nesmoomic and social policies has inspired a greak of

research in comparative political economy. As Ke@®95:66) noted some time ago, the literature on

partisanship and macroeconomic policy in the U&slfy assumes that “party differences regardinglgo

have remained fixed or constant.” This assumptltaracterizes much of the comparative literatureels

but a number of scholars, notably Pierson (19961apand Huber and Stephens (2001a, 2001b), hguedr

that government partisanship became less saliesttdial policy in the course of the 1980s and ©9@0%.

Against the decline-of-partisanship thesis, Korpl #alme (2003) and Allan and Scruggs (2004) detraias

that government partisanship remained an impodetgrminant of the benefits provided by social insae

schemes in the 1980s and 1990s. We seek to aatettilb this debate about inter-temporal variatiothe

effects of government partisanship in the realmmamfial policy and, in so doing, to advance the teoa

agenda suggested by Keech: to explore the conslitiat affect the goals pursued by parties.

The question of changes in the salience of govenhpertisanship must not to be conflated with the

question of shifts in the center of political grtgtvi For our purposes, the critical question iswbéether

Left-leaning governments are less prone to engagelifare-state expansion today than they were tiian

thirty years ago, but rather whether the policieksedt-leaning and Right-leaning governments have

converged or diverged. There is lots of evidencguggest that the center of political gravity nobte the



Right in most OECD countries in the 1980s and 1990% the extent that Right parties moved farthea i
rightward direction than Left parties, however, weuld observe an increase in partisan differensesdal as

a rightward shift of all parties.

Building on Garrett (1998), we argue that partisanflict over the public provision of social weléar
is jointly conditioned by globalization and theesigth of organized labor. In Rodrik’s (1997) watlewn
formulation, globalization constrains the abilifygmvernments to expand public spending, but atseetates
demand for more social protection, especially amamgkilled workers. As Garrett suggests, Leftipart
have a particularly strong incentive to respontheéodemand for more social protection because Uedki
skilled workers are part of their core constituenciike Garrett, we hypothesize further that strongns

render Left parties more prone to respond to glpatibn by increasing social protection.

In most OECD countries, unionization increasededd Isteady at high levels from the late 1960s
through the early 1980s, but fell sharply from éaely 1980s through the 1990s. Following the |lajithe
argument sketched above, we should expect accadeghibalization to have translated into greatetigen
conflict over social spending in the 1970s and $980As union decline set in, however, the incestifos

Left-leaning governments to resist the pressursscsted with globalization should have diminished.

Pooling data for sixteen OECD countries, we es&naateries of error-correction models of total
public spending on social programs (measured iognérof GDP).  We begin by estimating the same model

with data from 1971-80, 1981-90 and 1991-2002,tard supplement this analysis by re-estimating the



model for consecutive ten-year and fifteen-yeaiopksr (deleting the earliest year and adding a mesent

year to each new “window”). To anticipate, we shibat partisan effects on social spending growth

increased across the OECD countries from the mi®4d $hrough the 1980s, but declined sharply in the

course of the 1990s. This pattern not only chgksrKorpi and Palme’s (2003) emphasis on the eas#

of partisan effects, but also calls into questiorecclements of the account of the decline of ganship

provided by Pierson (1996, 2001a).

To bolster our own argument, we subsequently dite an interaction between partisanship and

globalization and estimate this model with diffareabsets of our data. First, we estimate the ineitle

data from 1970-85 and 1990-2002, the former beipgraod of labor strength and the latter a peribldloor

weakness. Secondly, we estimate the model with fdam 1980-2002 for two sets of countries: those i

which unionization declined and those in whichetchsteady or increased. The first exercise shbats

partisan effects rose with globalization in the @®@nd early 1980s, but not in the 1990s. Morestety,

the second exercise shows that globalization wescesed with declining partisan effects in cowegrihat

experienced union decline in the 1980s and 1994ist tvas associated with rising partisan effeots i

countries in which unions remained strong.

It is hardly necessary to point out that the growfthggregate social spending is to a large extent

determined by parameters that governments do retttyi control. Moreover, much of the existing fae¢

state literature stresses that partisan confliet sacial policy pertains primarily to attributefsttoe welfare

state that are not captured by aggregate spendug$ (Esping-Andersen 1990; Korpi and Palme 2003;



Allan and Scruggs 2004). We would expect parteféects to be more pronounced if our analysis were
restricted to discretionary spending or to formsadial spending that are particularly redistribeiti We use
aggregate social spending as our dependent vapabiarily because this allows us to cover a longsrod
than more disaggregated social spending measundd aitow us to do. (Disaggregated social spending
data are only available from the OECD for the @280 period). To reiterate, our analysis is pritpar
concerned with how and why partisan effects hawngad over time. We are less interested in thetigue

of how the impact of government partisanship comp4o that of other determinants of social spentling

The paper is organized into four sections. Inriéxet section, we engage in a critical review of
existing literature and develop the argument abmipartisan effects being jointly conditioned by
globalization and labor strength. We then exptassetup of our empirical analysis, discuss
methodological issues and introduce the varialplelsided in our models. In the third section, wesent
and discuss the empirical results. We concludedbiyng some of the limitations of our analysis and

identifying directions for further research.

1. Theoretical framework

A.  Government partisanship and social protection
In the comparative welfare-state literature, th@ppsition that the partisan composition of

government matters to policy outcomes is closedpasted with the “power resources approach” dgeslo



by Korpi (1983, 2006) and adopted, with modificagpby many other scholars, most notably Stephens

(1979), Esping-Andersen (1990) and Huber and Step{8001a). As formulated by Korpi, the power

resources approach treats trade unions and Léfepas representatives of working-class interadtse

“democratic class struggle.” The public provisairsocial welfare caters to the interests of woskdefined

broadly as wage-earners with limited economic reseg) by insuring their income stream against the

vicissitudes of the market, reducing their dependem their employers if not their dependence on

employment in general, and by redistributing incand consumption opportunities. Power resourceryhe

expects employers and other social groups thabtdpnmarily depend on income from dependent

employment to resist the expansion of public welfsystems, especially public welfare systems basdbe

principle of social citizenship. The extent to elinigovernments provide for social protection and

redistribution thus depends first and foremostrenability of unions and Left parties to mobilizenkers

politically.

The proposition that government by Left partied pibduce significantly different policy outcomes

than government by Center-Right or Right partidsyisio means self-evident. Several important ezl

traditions downplay the significance of who governsVhile Marxists typically emphasize the structura

constraints that the logic of capitalist accumolatimposes on Left parties in government, otheesstthe

importance of interest groups, bureaucratic paliind the policy biases of particular institutional

arrangements. The power resources approach alsdssin stark opposition to the median-voter fraoréw

associated by Downs (1957). From the Downsiarpeets/e, parties are more or less exclusively corexe



with winning elections, and elections are won bgtaeang the support of voters at the center ofgbigical

spectrum. Public policy is not determined by thefgrences of the core constituencies of the panppwer,

but rather by the preferences of the median voter.

As Strom (1990) and Garrett (1998:28-31) both argaetisan and median-voter theories need not be

mutually exclusive. It is surely reasonable topsge that most political parties are both officekseg and

policy-seekingj.e., that they want to win elections and also wardexve the interests of their core

constituencies. In Garrett’'s (1998) formulatiore should expect governing parties of different tjzl

persuasions to pursue distinctive distributive @e$ so long as the pursuit of such policies da¢shmeaten

their prospects of re-election.

Several modifications of power resource theoryssitginitial formulation in the 1970s deserve & b

noted. To begin with, the traditional partisanstsigument, based on juxtaposing Left parties reméyy

labor to any and all other parties to their Rightloe political spectrum, has been modified by gaeing

that Christian Democratic parties have a long tradliof support for public provision of social waité.

Secondly, proponents of the partisanship thesie Baught to unpack social spending and to exphare t

effects of partisanship on dimensions of crossemalivariation other than sheer size of the welsaage.

Thirdly, proponents of the partisanship thesis haeerporated the idea of a “hegemony effect:” siyheft

parties that are successful in enacting sociatmegawill force Center-Right parties to embrace niefest

social policies in order to compete electorally brpi 1983).



To capture the long-term effects of partisanshipbét and Stephens (2001a) use cumulative cabinet

shares held by Left parties and Christian Demacyarties in their analysis of levels of governmgregnding

over the period 1960-85. Huber and Stephens fiadgovernment participation by Left parties had a

substantial positive effect and that governmentiggpation by Christian Democratic parties had aere

larger effect on overall government spending is tiériod. While Christian Democratic participation

government is more strongly associated with spgndmsocial security transfers, the share of calsieats

held by Left parties emerges as a much better gigddf civilian government consumption and esfdicthe

size of the public sector (cf. Iversen and Cusa&ifd02.

B. The decline-of-partisanship thesis

According to Pierson (1996:150), “the power researapproach has had considerable success in

accounting for cross-national variations in sopiavision during the three decades following Wahldr 11,”

but it cannot explain more recent developmentstli&eks in social programs,” Pierson argues, “haenb

far more moderate than the sharp drop in labongthein many countries might lead one to expect.”

Moreover, “there appears to be little correlati@tmzeen declines in left power resources and theniate of

retrenchment” (Pierson 1996:150). In a similany&luber and Stephens (2001b:221) speak of a “sharp

narrowing of political differences” with respectdocial policy in the 1980s.

As to why the salience of partisanship has dec|iféetson advances two basic arguments that are



echoed by Huber and Stephens (2001b). On theamd the OECD-wide deceleration of economic growth

has given rise to a condition of “permanent austérvhich constrains the ability of Left parties éngage in

further expansion of the welfare state. On thewolttand, broad-based popular support for existicgas

programs ensures that parties committed to radmahsizing of the welfare state will not be eleattyr

successful. As part of the latter argument, Preggmnts out that the postwar expansion of theavel&tate

itself transformed the electoral landscape by argdarge new constituencies with a material siakbe

maintenance, if not the expansion of the welfaagespublic employees working in welfare-related/ses

as well as recipients of old-age pensions, unenmpdoy benefits and social assistance. At least s6me

these welfare-state clienteles are well-organizetithey all have an intense interest in the sqrarams

from which they derive benefits, as distinct frdme diffuse interests of the average taxpayer. idrsBn’s

words (2001a:413), “the welfare state’s electoesebis not only enormous, but primed to punishtip@ns

for unpopular initiatives.”

Probing the logic behind Pierson’s arguments iinportant to distinguish between a diminution of

partisan differences and shifts in the center difipal gravity. Pierson’s argument about the gnogvsize and

political influence of welfare-state clienteles pates that Right parties strategically adopt npewelfare

policy positions in order to attract (or avoid ab¢ing) these groups. The question immediateearwhy

Left parties do not respond in the same mannen in@ease in the electoral importance of welfaates

clienteles. Why should the existence of largetelat constituencies with a strong preference tdslic

welfare provision produce a diminution of partighffierences, as distinct from a leftward shift lo¢ tentire



political spectrum? To the extent that the growoftivelfare-state clienteles affects parties of lagftl the
Right differently, it seems at least as plausibleuppose that this development has been a soupegtisan
differentiation. Most obviously, unionized publieetor employees emerged as a core constituencgfof L
parties in many OECD countries in the course ofithi#0s and 1980s.

In a similar vein, it strikes us as more plaustblsuppose that parties of the Left and the Right
diverge with regard to taxation and social spendimgng periods of slow economic growth than topmge
that they diverge during periods of rapid growtlag@es 1982). Slow economic growth generates déman
for further social spending among voters diredtigatened by unemployment, but it also generatesae
for tax relief among workers/voters whose privai®oimes stagnate while they continue enjoying soegess
of protection against unemployment, by virtue ofigaty or skills. To the extent that Left partiedy more
on unskilled workers for electoral support, theyl wot be able to deliver the same amount of tdiefras
Right parties. Even some of Pierson’s own formaret suggest that “hard times,” especially fiscaes,
provide cover for Right parties to pursue unpopsfanding cuts that serve the interests of thee& co
constituencies.

In sum, the variables invoked by Pierson and byddand Stephens to explain the decline of
partisanship thesis are theoretically ambiguoushesé variables could plausibly be sources of @artis
convergence, but they could also be sources atpartiivergence. Alternatively, they might afféc

center of political gravity, but not the distancsveeen parties.
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C. Globalization and labor strength revisited

Arguably, competitiveness and macro-economic camgs associated with globalization reduce the

room for policy differences between governmentdifiérent partisan colors. A clear implication of

Katzenstein’s (1985) interpretation of the expereenf small European states is that their expasunerld

markets has been a source of political consenaustihg compensatory domestic policies. In a mathe

different vein, there are good reasons to supgdriade openness, the internationalization @irfanal

markets and the growth of cross-border capital titglsince the 1970s have constrained the purduit o

expansionary macro-economic policies by Left-legrgovernments. For our purposes, the question

becomes whether the new neo-liberal consensugsespect to macro-economic policy in the 1990s

(institutionalized as EMU in Europe) translateipartisan convergence with respect to social spgnd

growth.

Garrett's (1998) influential analysis is typicaigsociated with the proposition that the condisain

that globalization imposes on the growth of thefarel state have been offset by the fact that gizdiadn

increases economic insecurity and thereby generatesased societal demand for compensatory social

policies (cf. Rodrik 1997). This rendition of Gati®argumentation is not entirely accurate. Fartsts, it

deserves to be noted that most of Garrett's reigresssults show aegative association between his

globalization variables and various measures oéguwent spending (though the association is seldom

statistically significant). Garrett's argumentist that globalization promotes public spendingasithe

board, but rather that globalization generatesgaartconflict over public spending or, in other d&rthat
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partisan effects increase with globalization. Kbg to this argument is the proposition that treeaurity
generated by globalization primarily affects uriski| low-income workers. For organizational and
ideological reasons, Left parties are particuleglsponsive to the demands of these voters. Irt,shor
globalization promotes partisan conflict becausdfécts core constituencies of Left and Rightipart
differently.

Garrett introduces an additional layer of complekly arguing that the extent to which Left
governments respond to globalization-induced denhansiocial protection is contingent on labor-marke
institutions.  This step in Garrett's argumentatiests on two premises: (a) re-election is the damt
motivation of incumbent governments and (b) re{@eacdepends on macroeconomic performance. For
Garrett, the question of whether organized labsufficiently encompassing and coordinated to
accommodate compensatory social spending by ekegaisge restraint thus becomes critical. Put
differently, globalization and union organizatiamjtly condition partisan conflict over social splerg and
we should only expect Left governments to resporgldbalization-induced demand for social protectio
when unions are strong. Figure 1 illustrates #peetations about partisan effects on social spendi
growth that emerge from this theoretical framewbrk.

[Figure 1]

Two issues require some further discussion. THinbeith, it deserves to be noted that the

association between globalization and economicundy has been the subject of some controverslyan

comparative political economy literature. Streggimat global markets are not necessarily moreti®ldan
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domestic markets and that openness may serveecsdivrather than concentrate risk, Iversen ansCk

(2000:317-324) show that more open economies didomoaverage, experience more volatility of output

employment and wages in the period 1970-93 (cb. Alssina and Glaeser 2004:68-71). By focusing on

aggregate volatility, however, Iversen and Cusgakiie the crucial point that the insecurity gerextdty

globalization pertains to employment and wagesaofiqular segments of the labor force. Followirap&ve

and Slaughter (2004, 2006), we also believe thraida direct investment (that is, the movement of

productive assets across national borders) occapi@sre prominent place in the globalization-insig#gzu

nexus than either Garrett or lversen and Cusaagreze. Finally, let us emphasize that in our te&oal

framework globalization is not only a source oflldidased insecurity and demand for social protetgtbut

also a constraint on the ability of Left partieptosue partisan objectives.

The second issue concerns the importance thaeéGassigns to wage restraint as the mechanism

whereby labor strength alters the incentives fdt gevernments to pursue partisan objectives. &gty

of unions to determine nominal or real-wage growtbder the economic conditions of the 1980s and 4,990

characterized by mass unemployment and intensiftednational competition, may well be questioneth

addition, Garrett’'s argument seems to assume ticélsspending will translate into inflation unlessions

respond by exercising wage restraint. If governsiehoose to fund social spending growth by hightss

of taxation, it is by no means obvious why thisiddde so. However, the argument about wage iesisa

not a necessary feature of the thesis that glaiadiz and labor strength jointly conditions pantigslitics.

Alternatively, we might simply suppose that unioegresent workers who have become less securesasla
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of globalization and that strong unions render lpeftties more responsive to the policy preferenté¢isese
workers. While Garrett assumes that labor strengtkes the supply social protection more econotyical
viable, this alternative view posits that laboesgth renders the demand for social protection npoligcally
effective> Globalization and union organization still jointiondition partisan effects in the manner

illustrated by Figure 1.

Our empirical analysis uses a composite measugi®bélization taken from Dreher (2006) and treats
union density as a proxy for the marketplace paamer political influence of organized labor. Foe th
sixteen countries included in our analysis, Figuemmarizes the evolution of these two variables the
period from 1971 to 2002. With respect to thedyasse of globalization, this graph is entirelynsestent
with the story that Garrett (1998) conveys. Howetlee decline of unionization pictured here stands
sharp contrast to Garrett's emphasis on the stabililabor-market institutions (see also Figureetow).
Generalizing across OECD countries, the 1970s ndatie culmination of the postwar growth of unions.
Most countries experienced a reversal of the upwayectory of unionization some time between 188

1985 and a steady decline of union density in §&0 years following this reversal.

[Figure 2]

While the fiscal constraints associated with gltdadion are likely to have a more direct impacg th
process whereby globalization affects economiccusty and thereby generates pressure on Leftgsatti

promote more social spending is bound to be a shmwing one. The consequences of changes in
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unionization for this process will surely take sedgears to play themselves out as well. Allowfiogsome
lag in partisan policy responses to globalizatiod anion decline, the argument developed aboveesigg
that we should observe rising partisan effectsamms spending growth in the 1970s through at l&@sfirst

half of the 1980s and to observe falling partisti@cts from the late 1980s onwards.

2. Analytical set-up

A. The dependent variable

The dependent variable of our empirical analysenisual change in total social spending, expressed
in percent of GDP. For the period since 1980,daia on social spending come from the OECD’s new
Social Expenditures Database; for the period padr980, we rely on the dataset constructed by &ram
earlier OECD publications (presented in Swank 2002)s defined by these sources, “social spending”
includes spending on social assistance, health care for the elderly and disabled, child carmila
allowances, housing subsidies, parental leave ansa, unemployment insurance, sick pay insurande an

public pension$.

Figure 3 shows the evolution of annual changesabsspending in percent of GDP averaged across
the sixteen countries included in our analysis. a@rount of series breaks for several countriesexetuded
1980 in generating this figure. The sharp spikeohserve in 1974-75 and 1991-92 are not partigular

mysterious as they correspond to internationalssoas during which GDP, the denominator of oundp®y
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measure, contracted in many countries. Figure&g illustrates the importance of controlling tdranges
in GDP in modeling the effects of partisanship atiter variables on changes of social spending icepe of
GDP. In addition, it is noteworthy that sociaéaging growth in non-recession years appears te hav
decelerated, on average, over the thirty yearsredvay our analysis.

[Figure 3]

B. The core explanatory variables

The key variables in our theoretical framework gmgernment partisanship, globalization and labor
strength. We rely on Cusack’s “cabinet centerrakgy” (CABCOG) index as our measure of government
partisanshifi. This index is constructed by assigning a scoeatth party based on its location on the Left-
Right continuum. The cabinet center of gravithen computed by summing the scores of the parties
represented in the cabinet, weighted by their sbfcabinet portfolios. In Cusack’s most recensian, the
index potentially ranges between -100 (all cabsesits held by parties of the extreme Left) and(200
cabinet seats held by parties of the extreme Rightp facilitate interpretation, we have inverted tndex,

so that higher values signify more leftist governtmand standardized it to vary between 0 and 1.

The classification of parties underlying the CABC@®asure is time-invariant.  This is potentially
problematic to the extent that parties have rejoostl themselves on the Left-Right continuum oherttme
period covered by our analysis. The alternatiygr@gch of relying on election manifestos to claspdrties

(Gabel and Huber 2000, Kim and Fording 2002) da¢stiike us as an entirely satisfactory solutmithis
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problem. Using a manifesto-based classificatiba,question becomes whether government by palniées t
promise to expand the welfare state tends to beméed with more rapid growth of welfare spendingn
our view, it is equally legitimate, and perhaps enmteresting, to ask whether parties that haditioaally

been conceived as parties of the Left and the Righhave different preferences for welfare spagd

To reiterate, we are interested in how the effettgpovernment partisanship have changed over time.
According to the proponents of the decline-of-aniship thesis, we should observe a more or less
continuous decline of partisan effects from the-a8d0s (or perhaps the late 1970s) onwards. Byrasn
the standard rendition of power resource theoryjkand Palme 2003) predicts persistent partistacest
Our own approach treats the effects of partisanahipintly conditioned by globalization and unization,

leading us to expect partisan effects to rise nlt®70 and 1980s and then fall in the 1990s.

Our measure of globalization is a composite indesconomic integration developed by Dreher
(2006)? Ranging between 0 and 1, this index combines mea®f trade and investment flows with
measures of legal (regulatory) barriers to tradeaapital mobility.  With foreign direct investmesaid
portfolio investment flows measured separately heraises principal components analysis to assigghige
to the eight sub-components of his index. Whileanecertainly open to the idea that different f@iwh
globalization may have different political conseqees, Dreher’s index captures our understanding of
globalization as a multifaceted phenomenon withtreaiictory implications for partisan politics.  dur

theoretical framework, globalization generates dehrfar social protection among core constituenofdseft
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parties as well as constraints on the ability eSthparties to pursue expansionary policies angdiver of

organized labor alters how Left parties negotihésé contradictory pressures.

Union density constitutes but one dimension of Slagtrength,” but it is surely a very important

dimension. Available measures of the centralizatibauthority within unions or coordination acressons

tend to be quite crude and time-invariant. Comigreuch measures with union density in a composite

index of labor strength (e.g., Garrett 1998:11ih8Yyitably downplays temporal variation in labaresigth.

Because our analysis focuses on changing dynarhpariisan politics and social spending rather &ros

national variation in levels of spending, we préteuse union density alone as a proxy for lab@nsgjth.

Also, union density is particularly relevant forrqaurposes given that our core argument emphagiees

ability of unions to represent the interests o$ Iekilled workers vis-a-vis Left parties ratherrthheir ability

to exercise wage restraint. As with globalizatie,do not have strong expectations regarding itleetcbf

effects of union density. Once again, our coreiargnt is that strong unions amplify the incentifard_eft

parties to respond to globalization by boostinga@pending growth.

C. Control Variables

As noted earlier, it is essential for to contral édonomic growth given that our dependent varigble

social spending measured in percent of GDP. lasspending remains constant, GDP growth

automatically translates into a decline in sogurgling by this measure. Arguably, GDP growth also
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facilitates the expansionary policies by looserbndgetary constraints, but the negative “denommeffect”

is likely to swamp any positive effects of GDP. |&ed to the effects of economic growth, our madsb

controls for public debt measured in percent of GDPor obvious reasons, we expect levels of pusgiat to

be negatively associated with growth of social sig@n

Spending on the elderly accounts for a very larg@@rtion of total social spending in all the OECD

countries and many welfare states also targetremld Holding GDP and welfare-state generosity tzons

an increase in these targeted groups’ share abthkepopulation will automatically translate irtt@her

social spending in percent of GDP. We included&eendency ratio, defined as the share of the popal

below the age of 15 and above the age of 64, irapalysis primarily to control for the transitorfyexts of

changes in this variable and do not have stronga&agions regarding the long-term association betwe

levels of dependency and growth of social spendirithe unemployed constitute another obvious, asiyea

measurable, target group of social spending. Als ghildren and the elderly, changes in the sizdisf

group (measured relative to the total labor foefégct social spending in a more or less autonfashion.

On the other hand, Huber and Stephens (2001a) asysaasively that persistently high levels of

unemployment tend to generate fiscal and poligoalditions conducive to welfare-state retrenchment.

Following Huber and Stephens, we expect the ungmpat rate to have a negative coefficient when we

control for the (positive) transitory effects otieases in the unemployment rate.

Finally, we control for deindustrialization, whittersen and Cusack (2000) treat as the primary

source of economic insecurity in OECD countriethmlast quarter of the twentieth century. Follogvi
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Iversen and Cusack, we measure deindustrializasdhe percentage of the population not employed in

industry or agriculture and expect this variabl&éopositively associated with growth of socialrspag.

Our models do not include institutional variablastsas neo-corporatism, constitutional veto points,
and electoral rules. With social spending as #y@eddent variable, Huber and Stephens (2001a)wadkS
(2002) report significant effects of these variableBeing essentially time-invariant, they arelijke matter
primarily for cross-national variation in levels sdcial spending.  Again, our analysis focusesen t
dynamics of social spending growth. The countmnodues included in our models control for the ef$emtt
time-invariant institutional variables and elimiaany omitted variable bias arising from the abseaicsuch

variables.

D. Satistical model specifications

To examine the relationship between governmenigaaighip and social spending, we estimate a
series of error correction models. In such modbksdependent variable is expressed as the fifstahce
in the variable of interest and change in the v@hfeeach of the independent variables appeanseoright-
hand side of the regression equation along witlléhwel values” of these variablesThis setup is motivated
by the idea that when one of the independent @sathanges, the dependent variable will adjustieh a
fashion that some underlying equilibrium relatiapdbetween the dependent variable and the indepénde
variable in question will be maintained (see Be8R2, De Boef and Keele 2008). Put differently, error

correction models allow us to distinguish betweangitory adjustment effects and enduring effetts o
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changes in the independent variables. For read®psace, our discussion focuses on enduring sffect

Our baseline model takes the following form:

Ayt = O + @iea + 2BjXier £ 2YAX + it

where Ay, is the change in social spending, expressed irepead GDP, from the previous year in couritry
in yeart. X is a vector of the independent variables ihiced above. The subscrjpefers to the particular
independent variabley; refers to country-specific intercepts anid the disturbance term, which we assume is
distributed around a mean of zero with variaoe They coefficient captures short-term, transitory effects
of a one-unit increase in one of the ‘change’ \déa (\X;;) while the long-runenduring effects of a one-unit
increase in one of the ‘level’ independent varialfl&,.;) are estimated by dividing the coefficient for the
particular level variabl@; by the error correction rateg., by the coefficient for the lagged ‘level’ depend
variable f/-q).

As noted above, our social spending data seriec@rastructed by splicing together two different
datasets, with 1980 representing a series breaMIfour countries. In addition, there are twelve
documented series breaks in the post-1980 speddiagand we have strong reasons to believe tharéhe
1980 data contain undocumented series breaks agdwelto definitional changes). It is well knotrat
OLS may produce seriously incorrect results eveamiy a small fraction of the data is generatecby
different process from the rest (Western 1995; Meland Sekhon 2004). Robust regression addrdsses t
problem by down-weighting observations that constiinfluential outliers, but entails potential en@inty

in the estimation of standard errors. Insteadpresent OLS estimates with dummy variables fotabim
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country-years that were identified as outliers muenber of diagnostic tests including robust weightTo
take into account panel heteroscedasticity, wertgqamel-corrected standard errors (Beck and K@@5)L
Though the coefficients are not reported belowcamrol for country-specific fixed effects by
including a full battery of country dummies in alir regression models. Unmodelled country-specific
factors can be a significant source of bias intype of analysis (Hsiao 1986) and minimizing tio¢eptial
for such bias by including country dummies has beecommon practice in comparative political economy
in recent years. As noted by Kiviet (1995), howewuseluding unit-specific fixed effects with thegiged
dependent variable on the right-hand side of theton may yield an inconsistent estimator (see iskell
1981). This problem is most likely to arise whkea humber of cross-sectional units (N) is large tamd
series (T) are relativelghort. The shortest time series that we employdecten years (i.e., T=10 while
N=16), which renders the “Kiviet problem” unlikely. As we report in Appendix 3 and in Figure 4, we
observe very similar effects of partisanship ona®pending growth when we estimate our baseliodeh

without country-specific fixed effects.

3. Empirical results

A. The evolution of partisan effects

Determined by the availability of data for Dreheglsbalization index, our dataset covers the period

1971-20002. While the first column of Table 1 skdhe results that we obtain when we estimate our
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baseline model with data for this entire period1:2002, the following three columns show the restiiat

we obtain for 1971-80, 1981-90, and 1991-2002. r(ibke the table easier to read, we report neitlner o

estimates of the transitory effects of changebénindependent variables nor our estimates of cpspecific

fixed effects).

[Table 1]

The coefficient for the lagged level of social sgieg is negative and statistically significant Ihad

the models reported in Table 1. This coefficiemvites a ready check on the equilibrium propexiesur

model. Any coefficient between -1 and 0 implieattthe effects of a change in any of the independen

variables are progressively reduced over time,dimdusocial spending to converge to a long-term

equilibrium rate. In model (3), for instance, frerameter estimates of the lagged level of sopehding

indicate that approximately 85% (1 - .15 = .85aafhange in one year persists into the next yeat ginother

85% persists into the following year, and so on.

Consistent with our expectations, GDP growth isrsity associated with less rapid growth of social

spending not only for the 1971-2002 period as aleyhmut also for each of the three subperiods. idhis

follows from GDP being the denominator of sociasging. More substantively meaningful, the reslts

Table 1 confirm that high levels of public debt stained the growth of social spending in the 1%5tG%

1980s and suggest that the constraints associdtetiigh levels of public debt abated in the 19904s

expected, the coefficient for unemployment is negah all four models, but it is only statisticaBignificant
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for the period 1971-2002 as a whole. Contrarywérden and Cusack (2000), we never obtain a statlgt

significant coefficient for deindustrialization,aiigh the sign of the coefficient is consistentlgifee. For

the dependency ratio, we observe an enduring pestfect in the 1970s and no effect whatsoevénen

1980s and 1990s.

For the entire period 1971-2002, the coefficientgiobalization has a positive sign, but the

coefficient is barely larger than the standardrerrdVhen we estimate our model with data for eaatade

separately, we find that globalization was stroraggociated with less social spending growth inl8is as

well as the 1990s. The coefficient for the 1980also negative, but fails to clear any conventitmashold

of statistical significance. Contrary to the expéons of power resource theory, union densigcisially

associated with less social spending growth wheestienate the model with the complete dataset. théet

negative association between unionization and kspending growth appears to hold only for the qubri

1991-2002. While this period was evidently chagazed by below-average social spending growth in

highly unionized countries (in the first instantiee Nordic countries), we hesitate to infer thabarzation

caused these countries to diverge from the average.

For our purposes, the main point of Table 1 is plealing data for our sixteen countries over the

period 1971-2002 misses important temporal vaaticthe effects of government partisanship.  Ifhae

only estimated our model with the complete datasetwould have to conclude that the partisan makéup

government has absolutely no relevance for sopatding. However, we obtain a partisan effect ithat

both statistically and substantive significant wenestimate the model with data for 1981-90 onlyo
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illustrate the substantive significance of thieetf consider that a change from a Conservativergovent to

a Labour government in the UK corresponds to aghamfrom 0.23 to .0.73 on Cusack’s partisansiiex.

Taking into account the equilibrium adjustment nagbhms of social spending growth, our results iaigic

that a change in government partisanship of thignmade was associated with an enduring 0.56 ptagen

point increase in social spending in the 1980s. cd@ytrast, we do not observe any partisan effeeitirer

the 1970s or the 1990s.

To analyze temporal variation in the effects of@ownent partisanship (or any other independent

variable) by decade is, of course, an entirelyteatyi convention. Other periodization schemes inigh

more readily justified on theoretical grounds, thet problem of arbitrary periodization can be aedid

altogether by engaging in moving-windows analysi§his means that we re-estimate the same model for

consecutive ten-year periods fixed, dropping thiéesh year and adding the next year to each navdauw.

Based on the same error-correction model as thtsesported in Table 1, the left-hand panel gjuFe 4

traces the evolution of our point estimates ofdfiect of government partisanship (with 95% conficke

intervals) across 23 consecutive ten-year window#s a robustness check, the right-hand panel skiosvs

evolution of partisan effects based on estimatimgetrror correction model without country-spediified

effects.

[Figure 4]
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With the error-correction model, we do not obseamg statistically significant effects of government

partisanship in the first five windows (1971-80dhgh 1975-84), but the size of the coefficient @ases

steadily over these windows. For the subsequzmnisidows (1976-85 through 1981-90), we observe

partisan effects that are statistically significan®5% confidence level. The partisan effect app&o

decline as we drop observations from the late 1@idsadd observations from the late 1980s. Fodovus

11-14 (1982-91 through 1984-93), the effect isorgekr statistically significant at 95% confideneed|.

For window 15 (1985-94) we observe a sharp but tearyg resurgence of partisan effects. For lastisev

windows (1987-96 through 1993-2002), there areigruifecant partisan effects and no apparent trerithe

right-hand panel of Figure 4 tells essentiallyshene story. From the eighth window (1978-87) tgtothe

fifteenth window (1985-94) we obtain partisan eféethat clear the 95% threshold of statistical iicgnce.

Partisan effects decline as we add observations fine late 1990s.

It is important to keep in mind that our estimatéthe effects of the cabinet center of gravitytaier

to the behavior of governments with more leftigresentation relative to governments with lesssleft

representation. Looking at Figure 4, it is temptio attribute the decline of enduring Left-goveamn

effects in the late 1990s to a rightward shift eftlparties, but this decline could also be due leftward

shift of Center-Right parties. Whether Left pastimcame less pro-welfare or Center-Right pargéesaine

more pro-welfare is a question that our analysmhoaresolve.

The results presented in Table 1 as well as Figwlearly contradict the claim that partisan cantfli

over social policy declined in the 1970s and 1980Ehe proponents of the decline-of-partisanshigithe
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might invoke the decline of partisan effects in ldite 1990s as support for their view, but thisntes
unsatisfactory. After all, the argument advance®terson (1996, 2001) and Huber and Stephens §2081
not simply that the salience of government pargbgnhas declined: rather, their argument is thatstlience
of government partisanship has declined becaudgeajrowing importance of welfare-state clienteled the
onset of permanent austerity. Both of these “dausahanisms” should have been operating alreathyein

1980s.

The same objection applies to the proposition ghatalization reduces the room for partisan
differences with respect to social spending as aglhacroeconomic policy. Globalization might be
invoked to explain the decline of partisan effectthe 1990s, but why did globalization not havs #ffect
already in the 1970s and 1980s? One possibleé@oliat this puzzle would be to argue that the ¢ffet
globalization are conditional on domestic politicahfigurations and that many OECD countries passetke
threshold of globalization in the late 1980s olye#890s. However, this line of argument leavesrike of

partisan effects in the late 1970s and the 1986splained"®

The challenge is to provide a coherent analytigahework for explainingpoth the rise and the
decline of partisan effects. Herein lies the ps®of the thesis that globalization and labor gfifejointly
condition the partisan politics of social spending@he temporal variation in partisan effects shawmhable
1 and Figure 4 are certainly consistent with tlgaarent that Left parties will respond to the (skithsed)

insecurity generated by globalization by engagmgampensatory social spending when unions aragstro
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while the constraints imposed by globalization w#éherate partisan convergence when unions are wéak

the following section, we probe the causal mecimasigosited by this argument a bit further.

B. Conditional effects of government partisanship

Our core argument implies a three-way interacéimmong the following three variables: government

partisanship, globalization and union density. amnerror-correction setup, modeling this interactiould

require us to estimate no less than eight interad¢grms simultaneously. Not surprisingly, mullicearity

becomes a serious problem. Table 2 reports thdtsed two alternative analyses, which test imgticns of

our core argument in ways that are less demanditigeadata.  In both analyses, we estimate the

conditional effects of government partisanship rgant upon globalization in two different contexigse

characterized by labor strength and the other byrlaveakness.

[Table 2]

The two contexts are temporal in the first analysiGeneralizing across the OECD countries, it

seems reasonable to characterize the 1970s aydl880s as a period of labor strength.  On therdthad,

the period since 1990 can surely be characterigedperiod of labor weakness. Using our unionitiens

data, Figure 5 illustrates this distinction. Thwplication of our core argument is that partisdea$ should

rise with globalization in the earlier period ahdtt partisan effects should fall with globalizatiarthe latter

period.
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[Figure 5]

The first two columns in Table 2 report the resaftestimating our baseline model with the addition
of an interaction between partisanship and gloaabdn for 1971-85 and 1990-2002 separately. Based
these results, Figure 6 shows the effects of gowem partisanship conditional on globalization acle
period. Consistent with our argument, the leftehpanel indicates that partisan effects increasdd w
globalization in the period 1971-85. By contrabpbalization does not appear to have had anyteffethe

partisan politics of social spending in the perl®@®0-2002

[Figure 6]

The results presented in Figure 6 do not necd&ggaave our claim that the mobilizational capacity
of unions conditions the implications of globalizatfor partisan politics. An alternative intertagon
might be that the implications of globalization fmartisan politics change with globalization itsek., that

increasing globalization initially promotes partiship but this effect disappears as globalizatmmtioues.

The second analysis reported in Table 2 addresseshijection. Here we take advantage of thetfadta
handful of countries bucked the general trend foons to lose members and political influence & 1880s
and 1990s. As shown in Table 3, Belgium and thedldaountries share this distinction. The thindla
fourth columns of Table 2 show the results thabl&in when we estimate our interaction model daka
from 1980-2002 for these five countries as one gyraebaracterized by labor stability, and for thet & our

countries as a second group, characterized by tdmine. Figure 7 in turn shows the coefficidiots
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government partisanship conditional on globalizafmr each group of countries. The results conform
closely to the predictions of our core argumentor the countries where labor’s organizational gtiemeld
up in the 1980s and 1990s, we find that partistectsf rose with globalization over this period. r Fo
countries characterized by labor decline, on therohand, we find that partisan effects fell with

globalization®®

[Table 3, Figure 7]

4, Concluson

The timing of the decline of partisan effects thathave identified by means of moving-windows
analysis does not conform to the expectationsaddlof who argue that slow growth and large welsaage
clienteles have brought about a decline of parteftects. While the pressures of globalizationhmhig
plausibly be invoked to explain the decline of @am effects in the 1990s, this leaves the rigeaaisan from
the mid-1970s through the 1980s unexplained. fibsi$ that globalization generates pressures dn Lef
parties to expand the welfare state when unionstesag and pressures in the opposite directiomwimeons
are weak provides a coherent framework for exptaitine rise as well as the decline of partisarcesfd he
finding that globalization in associated with rigipartisan effects over the period 1971-85, buiowet the
period 1990-2002 lends plausibility to this arguinerMore decisively, our analysis indicates that

globalization is associated with rising partisaie@s in countries where the strength of organiabdr held
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up in the 1980s and 1990s, but it was associatedfalling partisan effects in countries that exgeced

extensive union decline.

An obvious limitation of our analysis is that whitellows for inter-temporal variation, it assumes

that there is a common causal logic across alDEEED countries. We readily admit that pooled tiseeies

cross-section analysis may hide significant vaoratn causal effects across individual countrieslosters of

countries as well as variation in causal effeceravne (cf. Rueda and Pontusson 2000). The retevaf

varieties of capitalism and different types of &beal systems for the politics of social spendiegatves

further exploration, but it is an inherent limitati of regression analysis that we must assume sauosal

homogeneity either across countries or across time.

Another obvious limitation of our analysis is tlitsdssumes that the effects of changes in

government partisanship are monotonic. In othedgjoour analysis assumes that the effect of isarga

the cabinet representation of Left parties frono2er30% is the same as the effect of increasiag#inet

representation of Left parties from 30% to 60%tkat the effect of increasing Left representatimmt zero

to 60% is twice as large as the effect of increptift representation from zero to 30%). It seemost

plausible to suppose that there are thresholdtsfieeolved here: at a minimum, that policy becomes

‘disproportionately’ more partisan when partiesngafifective control of the government. By inclugliany

and all reallocations of cabinet portfolios, oualysis probably underestimates the effects of switgfrom

Right-dominated to Left-dominated government (@ewersa). As noted at the outset, it is alsdylileat

we would find larger partisan effects if we coudstrict our analysis to discretionary spending or,
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alternatively, if we focused on forms of social sgieg with a particularly strong redistributive fike.

Further research is necessary to explore theseriami@uestions.  Suffice it to say here that there

obvious reason to suppose that taking threshodgtisfinto account or distinguishing between disanery

and non-discretionary spending would alter ourifigd concerning the rise and decline of partiséecef on

social spending growth. Our data do not indiclage big changes in government partisanship were mor

common during the period for which we observe digaint partisan effects (roughly 1975-90) and iesloot

seem plausible to suppose that the relative impoetaf discretionary spending increased in thigoper

Focusing changes in partisan effects, the pregetistussion has neglected another noteworthy

feature of our moving-windows analysis: the absei@ny significant partisan effects in the 1970kike

the decline of partisan effects in the 1990s, fihding represents a challenge to power resoureerth As

noted early on, however, some proponents of poesaurce theory incorporate the idea that the partis

differences are relatively small in countries whieeét parties have established a degree of pdlitiegemony,

forcing Center-Right parties adopt more pro-welfaoécies in order to be electorally viable. Apglito the

problem of inter-temporal variation, the logic big argument implies that if our analysis couldektended

back in time (using different data) we might obgepvevious waves of partisan conflict over publefare

provision and redistribution, with each wave beioitpwed by a period of consensus—*“social democrati

consensus” in the 1960s and “market-liberal consgna the late 1990s. Could some modified vergbn

the theory developed in this paper explain eacyefes of partisanship? This is another questanwe

wish to pursue in future research.
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Finally, we wish to emphasize the need to pay rttegeretical and empirical attention to the

guestion of whose interests unions represent. rLa@owements of similar strength, measured by union

density, may have quite different constituenciessaror less exposed to the labor-market insecsritie

generated by globalization. For instance, we ktimat labor movements vary in terms of the relative

importance of unions in sheltered sectors, anda@|gublic-sector unions (cf. Garrett and Way 300Guch

variables can be expected to affect not only upiafierences for social spending, but also the itnpiac

globalization on union preferences. New data cobe is necessary before we can begin to incotpora

these considerations into the analytical framevpodposed above. Suffice it to note, for the tiraen, that

we are convinced that “interest analysis” must gonchin hand with “power analysis.”
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Endnotes

! In using an error-correction model, we follow,@rg others, Franzese (2000) and Iversen and Cusack

(2000). The countries included in our analysistaesusual suspects: Australia, Austria, Belgiumméatia,
Denmark, Finland, France, Germany, Ireland, Itdapan, the Netherlands, Norway, Sweden, the UKtand
US.

2 1t should also be noted that the type of analysis we engage in here (most obviously the moving-
windows component) presupposes annual observaifdhe dependent variable, which precludes using
measures of direct redistribution based on the inbairg Income Study. See Bradktyal (2003) and
Iversen and Soskice (2006) for studies of parteféects on redistribution.

¥ While Pierson provides very little systematicdmrice in support of his claim that the salience of
government partisanship has declined, Huber angh8tes (2001:212-219) regress average annual clirange
various welfare-related spending measures on agdreff cabinet shares in 1960-72, 1973-79, 198(A4,
1991-95. This exercise produces large positivdficaents for 1960-72, sizeable but insignificant
coefficients for 1973-79, and small, entirely imgfgcant coefficients for 1980-90 and 1991-95. NMinly

18 observations, however, Huber and Stephenstyatulicontrol for the effects of variables othearth

government partisanship is severely restricted.vethat government spending is expressed in peoten

GDP, the absence of any controls for GDP growflaisicularly troublesome.



34

* Note that the argument summarized by Figure faperto the relative magnitude of partisan effectder

different combinations of globalization and labtyesgth and does not presuppose any specific asgnsp

about the size of partisan effects in the absehg®balization and strong unions.

®> In a similar vein, Pontusson and Rueda (forthaginargue that political mobilization of low-income

voters, measured by voter turnout, condition Leftyresponses to rising income inequality.

® As we shall see, Belgium and the Nordic countiiesked the general trend. The reasons for thindec

of union density lie beyond the scope of this papés shown by Lange and Scruggs (2002), globatinat
does not appear to be a major cause of this dewelop at least not in any direct and straightfodisense.
" To minimize discrepancies between the two dataser measure of total social spending for 1980220
excludes spending on active labor market prograrBge Appendix 1 for variabtéefinitions and data
sources and Appendix 2 for descriptive statistics.

®  Following Huber and Stephens (2001) and Swan@ZR0ve have also estimated our models with cabinet

seats held by Left parties and by Christian Dentacparties. Available upon request, the resutd £ft

cabinet shares are not qualitatively different frithose that we report below.

° Note that Dreher’s (2006) indices of politicabiasocial globalization are not part of our analysis

19 Methodologists also advocate error correction @eds a solution to potential unit root probleBedk

1992; Franzese 2002). The Levin-Lin-Chu test fat woots (an augmented Dickey-Fuller test for pdol

data) yields no evidence of non-stationary in @pehdent variable (transformesdtatistic = -9.813,
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p<0.000). It should also be noted that the LangiMgkiplier test allows us to reject the null hypesis of
serially correlated errors (test results availalgen request).

' The thirteen outliers are Australia 1976, 198@igikim 1975, 1980, Finland 1993, Germany 1980airé!
1985, Italy 1980, the Netherlands 1977, 1990, aodusy 1980, 2000, and Sweden 1974. Six of these
outliers correspond to documented breaks in thalsgigending data series.  Accounting for 2.5%uwf o
total observations, all these observations andimer @bservations had studentized residuals gréear3
and were weighted at less than .01 in robust regnes Available upon request, robust regressisolte
confirm our main empirical findings.

12 The conditional effects of partisanship generateddtimating the interaction models specified betoey
also very similar with a random-effects specifioat{results available upon request).

13 Similarly, the growing share of social spendingeiged by labor-market outsiders who are not a core
constituency of Left parties might plausibly beoked to explain the decline of partisan effectth&1990s
(cf. Mares 2006, Rueda 2007), but the insider-detsargument does not provide any ready explanafion
the previous rise of partisan effects.

4" This result also holds for 1985-2002 (resultslat#e upon request).

> The latter result still holds if we drop Canatie union-decline country with the smallest unieclhe

according Table 3, from the analysis (results aé upon request).
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FIGURE 1: Hypothesized partisan effects under oéffie combinations of labor strength and globalarati
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FIGURE 2: Trends in economic globalization and ardensity

o _|
o
1980
1975

o 1985
g < 1 1971
5 1990
a) 1995
[
S
5 Q-

2000
1 _|
(90

I I I I I
0.5 0.6 0.7 0.8 0.9

Economic Globalization

Note: The economic globalization index ranges from Q twhere 1 denotes a full-scale globalization. See
Appendix 1 for sources.
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FIGURE 3: Average annual change in social spenigimgrcent of GDP, 1971-2002
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Note: Mean annual change in social spending in perae@DP across 16 OECD countries. The observations
including the year 1980 are omitted from the grdpé to series breaks in the data. See Appendisoiarces.
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FIGURE 4: Moving-window analyses of the effectd_eft government
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Note: Entries are point estimates and 95% confidentesval @=.05, two-tailed). The horizontal axis refers to
the last year of each window. For example, 200€rseto the 1991-2000 window.



FIGURE 5: Mean union density (16 countries), 19002
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Source: see Appendix 1.
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FIGURE 6: Effects of Left government conditional globalization, 1971-85 vs. 1990-2002
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Note: Entries are conditional coefficients and 95% aerice interval from estimation of error-correction
model. The mean union density level for the 197850d is 47.3% (with standard deviation 16.6)evdas
that for the 1990-2002 period is 41.5% (with staddieviation 21.6). Thetest result indicates that we can
reject the null hypothesis that the mean union ithetesrel for the two period is equagb-{alue=0.0017). The
mean score of economic globalization for the 193 p&riod is 0.59 (with minimum 0.3 and maximum (),86
while that for the 1990-2002 period is 0.77 (witmimum 0.44 and maximum 0.97).
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FIGURE 7: Effects of Left government conditional globalization 1980-2002, stable-labor vs. decliin
labor countries.
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Note: Entries are conditional coefficients and 95% aerice interval from estimation of error-correction
model. Countries in which union strength has htdddy are Belgium, Denmark, Finland, Norway, and
Sweden. Countries in which union strength hasriai® Australia, Austria, Canada, France, Germany,
Ireland, Italy, Japan, the Netherlands, the UK, lnedUS. Economic globalization for the countriesvhich
union strength held steady ranges from 0.49 to fa®the 1980-2002 period, while that for the coig®tin
which union strength declined ranges from 0.32.93 @or the same period. The graph was produceedbas
the results in Table 2.



TABLE 1: Determinants of social spending growthdacade, 1971-2002.

Left Government
Globalization

Union density
GDP/capita growth
Public debt
Dependency ratio
Unemployment rate
Deindustrialization
Social Spendingi{1)
N

N of countries
AdjustedR”?

Note: Entries are OLS point estimates and panel-cardestandard errors. The model includes year-to-year

@)
1971-2002

0.04
(0.23)
0.65
(0.64)
-0.014**
(0.006)
20,174+
(0.02)
-0.01%**
(0.002)
0.04
(0.03)
-0.05%+*
(0.02)
0.004
(0.012)
-0.035**
(0.017)

512
16
0.69

(@)
1971-80

-0.27
(0.59)
4,95+
(1.92)
0.01
(0.02)
-0.16%*
(0.05)
-0.04%+
(0.01)
0.17%*
(0.07)
-0.07
(0.08)
0.04
(0.05)
-0.12%
(0.06)

160
16
0.84

3)
1981-90

1.11%%
(0.38)
2.12
(1.68)
0.03
(0.02)
-0.10%**
(0.03)
-0.01*
(0.005)
-0.13
(0.11)
-0.05
(0.05)
0.09
(0.06)
-0.15%*
(0.07)

160
16
0.70

48

(4)
1991-2002

0.13
(0.30)
4,275+
(1.51)

-0.07%+
(0.03)
g
(0.05)
-0.0001
(0.005)
-0.03
(0.10)
-0.04
(0.04)
0.007
(0.04)

-0.15%+*

(0.05)

192
16
0.73

changes of covariates as well as country-spedifedfeffects, but not reported here. The model mislides

thirteen dummy variables for outliersp.1, ** p<.05, *** p<.01, two-tailed test.
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TABLE 2: Determinants of social spending growthemaction models.

16 countries 1980-2002
1971-85 1990-2002 stable-labor declining-labor
countries countries
Left Government -4 59** 0.73 -6.31 2.95**
(2.21) (2.51) (4.12) (1.45)
Globalization -1.60 -1.13 -9.41x** 2.40*
(2.11) (2.21) (2.76) (2.32)
Left Govt * Globalization 8.42** -0.74 9.12* 89*
(3.53) (3.41) (5.40) (2.09)
Union density -0.03 -0.06*** 0.11* -0.03**
(0.02) (0.02) (0.05) (0.014)
GDP per capita growth -0.16*** -0.28*** -0.35*** -0.16***
(0.04) (0.04) (0.05) (0.03)
Public debt -0.03*** -0.001 -0.02*** -0.004
(0.004) (0.005) (0.006) (0.003)
Dependency ratio 0.17*** -0.06 -0.52%** -0.05
(0.04) (0.08) (0.15) (0.04)
Unemployment rate -0.0003 -0.03 -0.01 0.04
(0.04) (0.04) (0.04) (0.03)
Deindustrialization 0.02 -0.02 0.19*** 0.01
(0.03) (0.04) (0.04) (0.02)
Social Spendingt{1) -0.08*** -0.12** -0.28*** -0.14%**
(0.03) (0.06) (0.05) (0.04)
N 240 208 115 253
AdjustedR”? 0.78 0.68 0.84 0.65

Note: Entries are OLS point estimates and panel-cardestandard errors. The models include year-to-year
changes of covariates as well as country-specifedfeffects, but not reported here. The models ialdude
thirteen dummy variables for outliers. Countriesvimich union strength has held steady are Belgium,
Denmark, Finland, Norway, and Sweden. Countriegtiith union strength has fallen are Australia, Aast
Canada, France, Germany, Ireland, Italy, Japar\#tieerlands, the UK, and the US. p&.1, ** p<.05, ***
p<.01, two-tailed test.



TABLE 3: Union density by country, 1980-2002.

Country 1980 2002 % change
Finland 70.0 77.4 +10.6%
Sweden 78.3 78.0 -0.4
Belgium 56.6 56.0 -1.1
Norway 54.1 53.0 -2.0
Denmark 78.6 74.0 -5.8
Canada 33.2 28.6 -13.9
Ireland 57.4 35.0 -22.4
Italy 44.4 34.0 -23.4
Austria 50.8 35.2 -30.7
Germany 33.6 23.2 -31.0
Netherlands 324 221 -31.8
Japan 30.3 20.3 -33.0
us 20.2 12.6 -37.6
UK 52.2 30.4 -41.8
France 17.1 9.6 -43.9
Australia 46.4 22.9 -50.6

Source: see Appendix 1.
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APPENDIX 1: Variable definitions and data sources

Changein social spending: First difference of social spending in % of GDiBt(including active labor market
programs). 1971-79 data provided electronicallyjgled by Duane Swank; 1980-2000 data from Social
Expenditure Dataset atww.oecd.org

CABCOG: Cabinet center of gravity (see text). “Partieey&nments and Legislatures Dataset” at
http://www.wz-berlin.de/mp/ism/people/misc/cusacldets.en.htm#data

Union density: Union members in percent of labor force. Langdéd@n-Wallerstein at
www.shelley.polisci.ucla.edu/datsupplemented by data from Bernhard Ebbinghauslelhel Visser, Trade
Unions in Western Europe since 1945. CD-Rom, Lon#diéacmillan 2000, and OECD, Employment Outlook
(2004), p.145.

Growth rate of GDP per capita: OECD, Historical Statistics.

Public debt: Gross consolidated-central-government debt (thinly social security) frorhttp://www-
personal.umich.edu/~franzeseipplemented by data from IMF, Government Finétedistics Yearbook.

Dependency ratio: The percentage of population below the age 150aed 64. OECD, Historical Statistics.

Unemployment rate: OECD, Historical Statistics.

Economic Globalization: Index constructed with principal component analgsis\prising 8 variables
measuring economic globalization. The eight vadalare measuring actual flows (trade, FDI, poxfoli
investment, income payments to foreign nationdlsr(gercent of GDP)) as well as restrictions (fed
import barriers, mean tariff rate, taxes on intéomeal trade (in percent of current revenue), @gitcount
restrictions). The data are from Dreher (2006),clvti¢ available at
http://globalization.kof.ethz.ch/static/rawdatatmgdization 2008 _long.xls

Deindustrialization: 100 minus the sum of employment in agriculturé amanufacturing industry as a
percentage of the working-age population. Dataigeml/electronically by Torben Iversen supplementit
data from OECD, Labour Force Statistics.



APPENDIX 2: Descriptive statistics

Variable

Social Spending (%GDP)
A Social Spending (%GDP)
Left Government (cabinet COG)
A Left Government
Globalization

A Globalization

Union Density

A Union Density
GDP/capita Growth

A GDP/capita Growth
Public Debt

A Public Debt

Dependency Ratio

A Dependency Ratio
Unemployment Rate

A Unemployment Rate
Deindustrialization

A Deindustrialization

Note: N=512.

Mean S.D.
19.86 5.30
0.21 1.03
0.47 0.16
-0.0001 0.10

0.67 0.15

0.01 0.02

4476 19.02

-0.18 1.19
2.36 2.38
-0.07 2.77

44.02 30.68

0.83 4.12
34.33 2.40
-0.10 0.27
6.40 3.60
0.11 0.99
61.13 8.40
0.68 0.65

Min

5.72
-6.67
0.02
-0.50
0.30
-0.09
9.6
-5.2
-8.11
-9.2
3.0
-26.7
29.8
-1.1
0.6
-3.0
40.07
-2.92

52

Max

33.3
4.8
0.73
0.50
0.97
0.11
83.9
4.9
10.2
10.1
142.3
17.8
42.3
0.8
17.6
5.0
76.71
4.74



APPENDIX 3: Determinants of social spending grohperiod, random effects model

Government Partisanship (Left)

Globalization

Union density

GDP/capita growth

Public debt

Dependency ratio

Unemployment rate

Deindustrialization

Social Spending (t-1)

N

N of countries

AdjustedR”?

1)
1971-2002

0.17
(0.21)
0.90%**
(0.34)
-0.001
(0.001)
-0.14%%
(0.02)
-0.003*+*
(0.001)
0.002
(0.014)
-0.043%+*
(0.011)
-0.016*+*
(0.005)
-0.02%+*
(0.008)

512
16
0.66

(2)
1971-80

-0.15
(0.50)
1.71%*
(0.66)
-0.006*
(0.003)
-0.15%+*
(0.05)
-0.005
(0.004)
0.024
(0.028)
-0.116%**
(0.031)
-0.017*
(0.009)
-0.02**
(0.01)

160
16
0.78

(3)
1981-90

0.94*
(0.24)
0.29
(0.64)
0.003
(0.002)
-0.07**
(0.03)
-0.003
(0.002)
-0.05**
(0.02)
-0.039*+*
(0.011)
0.004
(0.008)
-0.03*
(0.013)

160
16
0.64

53

(4)

1991-2002

-0.08
(0.29)
0.74*
(0.44)
0.001
(0.002)
3
(0.05)
-0.004**
(0.002)
0.081**
(0.037)
0.018
(0.014)
=
(0.01)
-0.06%**
(0.01)

192
16
0.63

Note: Entries are OLS point estimates and panel-cardestandard errors. The model includes thirteen

dummy variables for outliers.p<.1, ** p<.05, *** p<.01, two-tailed test.



