
Vol. 60 • April 2008 • No. 3

CONTENTS

Left Government, Policy, and Corporatism: 
 Explaining the Influence of 
 Partisanship on Inequality  David Rueda 349

Economic Roots of Civil Wars and  
 Revolutions in the Contemporary World Carles Boix 390

Capital Mobility and Coalitional Politics:  
 Authoritarian Regimes and Economic 
 Adjustment in Southeast Asia Thomas B. Pepinsky 438

The Rise of Ethnopopulism in Latin  
 America Raúl L. Madrid 475

Review Article
Immigration and Integration Studies in 
 Western Europe and the United States:   
 The Road Less Traveled and a Path Ahead Erik Bleich 509

The Contributors ii

Abstracts  iii

WPv60-3.00.fm.indd   1 9/3/08   10:43:45 AM



Left Government, PoLicy,  
and corPoratism

explaining the influence of Partisanship  
on inequality
By david rueda*

it is well known that wage inequality has increased dramatically in 
the united states over the last three decades. Between 1973 and 

1998 the hourly earnings of a full-time worker in the 90th percentile 
of the american distribution (someone whose earnings exceeded those 
of 90 percent of all workers) relative to a worker in the 10th percentile 
grew by 25 percent, and the corresponding figure for men only was 
nearly 40 percent. in the words of Paul Krugman, america today is no 
longer a “middle-class nation.”1 Wage inequality has increased in most 
other oecd countries as well, but the extent of this phenomenon varies 
a great deal. in fact, cross-national differences in levels of wage inequal-
ity remain as great as they were in the 1970s. in the united states the 
worker in the 90th percentile earned 4.63 times as much as the worker 
in the 10th percentile in 1996. in sweden, by contrast, a worker in the 
90th percentile earned only 2.27 times as much as the worker in the 
10th percentile.

inequality is frequently invoked as an explanation of a number of 
crucial issues in political science. it is often considered a determinant 
of processes as diverse as the decline of electoral turnout,2 the increase 
in support for extreme-right parties,3 and the likelihood of political 

* earlier versions of this article were presented at the nuffield Political science seminar, oxford 
university, 2004; the international conference of europeanists, chicago, march 11–13, 2004; the 
annual meeting of the american Political science association, Philadelphia, august 28–31, 2003; the 
Political science forum at universitat Pompeu fabra, Barcelona, January 15, 2003; and the annual meet-
ing of the american Political science association, san francisco, august 30–september 2, 2001.

i would like to thank christopher anderson, tony atkinson, Pablo Beramendi, david clark, steve 
fisher, torben iversen, david Jesuit, mark Kayser, Lane Kenworthy, Luis ortiz, duane swank, michael 
Wallerstein, and christopher Wlezien for their comments and suggestions.

1 Paul Krugman, “the spiral of inequality,” Mother Jones (november–december 1996).
2 sidney verba, norman nie, and Jae-on Kim, Participation and Political Equality (new york: 

cambridge university Press, 1978); steven rosenstone and John mark Hansen, Mobilization, Partici-
pation and Democracy in America (new york: macmillan, 1993).

3 Hans-Georg Betz, Radical Right-Wing Populism in Western Europe (new york: st. martin’s Press, 
1994).
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4 for a review, see mark i. Lichbach, “an evaluation of ‘does economic inequality Breed Political 
conflict?’ studies,” World Politics 41 ( July 1989).

5 richard freeman and Lawrence Katz, eds., Differences and Changes in Wage Structures (chicago: 
university of chicago Press, 1995); francine Blau and Lawrence Kahn, “international differences in 
male Wage inequality,” Journal of Political Economy 104, no. 4 (1996); Peter Gottschalk and timothy 
smeeding, “cross-national comparisons of earnings and income inequality,” Journal of Economic Lit-
erature 35, no. 2 (1997).

6 commonly cited examples are douglas Hibbs, “Political Parties and macroeconomic theory,” 
American Political Science Review 71, no. 4 (1977); idem, The Political Economy of Industrial Democra-
cies (cambridge: Harvard university Press, 1987); James alt, “Political Parties, World demand, and 
unemployment,” American Political Science Review 79, no. 4 (1985).

7 see, for example, sven steinmo, Kathleen thelen, and frank Longstreth, Structuring Politics: 
Historical Institutionalism in Comparative Analysis (new york: cambridge university Press, 1992).

8 see, for example, david Bradley, evelyne Huber, stephanie moller, françois nielsen, and John 
d. stephens, “distribution and redistribution in Postindustrial democracies,” World Politics 55 ( Jan-
uary 2003); Lane Kenworthy and Jonas Pontusson, “rising inequality and the Politics of redistri-
bution in affluent countries,” Perspectives on Politics 3 (september 2005); Jonas Pontusson, david 
rueda, and christopher Way, “comparative Political economy of Wage distribution,” British Journal 
of Political Science 32, no. 2 (2002); david rueda and Jonas Pontusson, “Wage inequality and varieties 
of capitalism,” World Politics 52 (april 2000); michael Wallerstein, “Wage-setting institutions and 
Pay inequality in advanced industrial societies,” American Journal of Political Science 43, no. 3 (1999).

conflict.4 at the same time recent work by labor economists demon-
strates that supply and demand factors alone cannot account for cross-
national variation in wage inequality.5 Because inequality has politi-
cal determinants and political consequences, it deserves to be a central 
concern of comparative political economy.

the politics of inequality are fundamentally influenced by ques-
tions about political agency and institutional constraints. a large and 
influential literature in comparative politics has emphasized partisan 
differences as a determinant of political and economic outcomes.6 ac-
cording to this framework, political agency is indeed important, and 
different parties can and do promote distinct economic outcomes (in 
terms of equality, unemployment, inflation, and so on). other authors, 
however, have emphasized the role of institutions as a mediating force. 
institutions, they argue, shape the ability of political actors to affect 
the economy.7 i argue in this article that to understand the relationship 
between government partisanship and inequality requires doing two 
things: separating the effects of government partisanship and policy on 
the economy; and assessing the influence of political agency once the 
mediating role of institutions is accounted for.

a number of analysts of the political economy of industrialized de-
mocracies have argued that the partisan nature of governments should 
influence the levels of earnings inequality in the economy.8 While shar-
ing the general partisan assumptions presented in this literature, i wish 
to emphasize that governments do not possess the ability to transform 
the wage distribution directly. Governments, that is, whether conserva-
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9 although disposable income inequality is an outcome whose connection to policy would also be 
interesting to analyze, this article presents the analysis of a topic (wage inequality) that has been the 
focus of an extensive literature in comparative political economy (see, for example, fn. 8). it is also the 
case that the availability of disposable income data is more limited than the wage inequality variable 
used in this article, which reduces the range of claims that can be tested with these data.

tive or liberal, cannot legislate a particular amount of inequality and 
must rely instead on the design and implementation of policy to ac-
complish any degree of redistribution. to assess accurately the influ-
ence of government partisanship, therefore, we are required to explic-
itly separate the effects of government partisanship on policy and of 
policy on inequality.

the second element in the argument presented in this article is related 
to the role of institutions as factors affecting political agency. i argue 
that, when analyzing inequality, the effects of government partisanship 
on policy and the effects of policy on economic outcomes are contingent 
on institutions. the starting point for the analysis is that partisan dif-
ferences do affect the policies that governments are likely to promote. 
But i argue that these partisan differences will be influential only when 
some institutions are in place. more specifically, i argue that even when 
they are committed to redistribution, leftist governments will not pro-
mote egalitarian policies unless they are convinced that the institutional 
context allows these policies to affect economic outcomes.

it could be argued that to clearly identify the policy tools that gov-
ernments can use to affect the economy and to assess the effects of par-
tisanship and of policy are necessary steps in any comparative political 
economy analysis. they are steps, however, that are rarely taken in the 
analysis of inequality. a number of studies hypothesize that govern-
ment partisanship will influence inequality, but we are left in the dark 
as to how this would be accomplished. although limited to a particular 
kind of inequality (one affecting those in the lower half of the earnings 
distribution),9 the analysis makes clear why it is essential to consider 
the role of policy. i argue that there are reasons to expect that some 
policies should affect inequality while others should not. i also argue 
that some policies should be affected by institutional differences while 
others should not. By ignoring these important differences, we run the 
risk of fundamentally misunderstanding the role of partisanship and 
institutional constraints.

Wage Inequality in the OECD

this article focuses on the effects of the relationship between political 
agency and institutions on the lower half of the earnings distribution. 
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that is because government partisanship should have its clearest influ-
ence on those with the lowest wages. it is reasonable to assume that if left 
government affects inequality, it will do so by raising the wage levels of the 
most needy. table 1 summarizes the wage inequality data that serve as the 
dependent variable for my analysis. for each country, the table provides 
the mean value for wage inequality at the lower half of the wage dis-
tribution (the 50-10 ratio) for the entire period 1973–95 and also the 
percentage change from the earliest to the most recent observation.

it should be noted at the outset that these inequality measures refer 
to individuals’ gross income from employment, while ignoring other 
sources of income (government transfers, self-employment, income 
from capital, and so on) and excluding the distributive effects of taxa-
tion and income pooling within households. the data also are restricted 
to full-time employees, except in the case of austria. since part-time 
employees invariably earn less, on an hourly basis, than full-time em-
ployees, the figures in table 1 understate the extent of wage inequality 
in the other countries. and because the incidence of part-time employ-
ment has increased in most oecd countries since the early 1980s, they 
also understate the upward trend in wage inequality. Keeping these 
qualifications in mind, income from employment still accounts for the 
greatest portion of total income in all oecd countries, and wage in-
equality among full-time employees still correlates quite closely with 
broader cross-national measures of income distribution.10

table 1 reveals important cross-national variation in wage inequal-
ity. in these sixteen countries, the average both-gender 50-10 ratio for 
the 1973–95 period was 1.64. in other words, a person in the 50th per-
centile of the wage distribution (the wage median) earned on average 
1.64 times as much as a person in the 10th percentile. sweden, with 
an average 50-10 ratio of 1.33, stands out as the oecd country with 
the most compressed lower-half wage distribution. While the scandi-
navian countries fall within a narrow range of very compressed lower-
half wage distributions, the continental european countries included 
in this data set (france, Belgium, Germany, italy, the netherlands, and 
switzerland) can be classified as a group with inequality levels slightly 
below the oecd average. the exception, of course, is austria, which 
is located at the opposite end of the spectrum with the united states, 
the united Kingdom, Japan, and canada. all these countries exhibit 
considerably larger than average levels of inequality at the lower half of 
the wage distribution.

10 oecd, Income Distribution in oecd Countries: Evidence from the Luxembourg Income Study (Paris: 
oecd, 1995); Gottschalk and smeeding (fn. 5); Wallerstein (fn. 8).
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turning to change over time, the cross-national variation in the data 
is also very noticeable. from the earliest to the most recent observation 
available for each country, there are large increases of 50-10 inequality 
in the u.s., canada, the netherlands, and australia. However, lower-
half wage inequality fell quite significantly in Germany, finland, nor-
way, and Japan.

table 1 shows the high degree of cross-country and over-time varia-
tion found within the sample. What accounts for the different patterns? 
i argue that the interplay of partisanship, corporatism, and policy is an 
important part of the story.

The Puzzle: Government Partisanship and Inequality at the 
Lower Half of the Wage Distribution

the starting point for this article’s exploration of the determinants of 
inequality is the hypothesis that the partisan nature of governments in-
fluences wage inequality. Governments can influence a country’s wage 
distribution through a variety of policies (for example, those affecting 
minimum wages, social wages, and taxes). the argument supporting 
the existence of a relationship between government partisanship and 
inequality at the lower half of the wage distribution can be explained in 
very simple terms. it hinges on the proposition that the policy prefer-
ences of left parties raise the wage floor for competition in the labor 
market. By legislating a higher minimum wage or favoring a higher 
social wage, for example, left governments are likely to curtail the in-
egalitarian effects of unemployment and, more generally, to boost the 
relative bargaining power of unskilled workers.

in one of the few existing political analyses of inequality at the lower 
end of the distribution, Pontusson, rueda, and Way analyze the de-
terminants of 50-10 ratios to test whether left governments do in fact 
raise the relative market power and the wages of poorly paid workers.11 
they do this through a set of regressions in which the relationship be-
tween cusack’s measure of government partisanship and the levels of 
50-10 inequality is explored.12 i reproduce their main results in the first 
column in table 2.

the results in table 2 show that government partisanship does 
not significantly influence inequality at the lower half of the wage  

11 Pontusson, rueda, and Way (fn. 8)
12 see thomas cusack, “Partisan Politics and Public finance,” Public Choice 91, no. 3/4 (1997). 

Higher values of cusack’s index signify more conservative government.
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distribution.13 as Pontusson, rueda, and Way recognize, this is a puz-
zling finding. in this regression the coefficient for government parti-
sanship is positive (as expected, social democratic governments would 
be associated with lower levels of wage inequality), but it does not even 
approach statistical significance. these results therefore offer little sup-
port for the hypothesis that left parties promote relative wage gains 
for poorly paid workers by setting a floor for competition in the labor 
market.

since the lack of significance of the partisanship variable could be 
interpreted as a result of the presence of country and time dummies 
(the regression in the first column includes dummies for all countries14 

13 i use a similar methodological setup and the same control variables as those used by Pontusson, 
rueda, and Way (fn. 8).

14 i ran the regressions without a constant.

Table 1
Means and Percentage Changes in Inequality a

 50-10 Ratios

Country and Years Covered Mean % ∆

Australia (1976–95) 1.66 3.1
austria (1980–94) 1.96 0.0
Belgium (1986–93) 1.45 –1.4
canada (1973–94) 2.30 9.1
denmark (1980–94) 1.40 –2.8
finland (1977–95) 1.46 –10.2
france (1973–95) 1.66 –5.7
Germany (1984–95) 1.63 –11.9
italy (1986–95) 1.42 –3.4
Japan (1975–95) 1.70 –6.3
netherlands (1977–95) 1.56 5.8
norway (1980–94) 1.39 –6.4
sweden (1975–95) 1.33 0.0
switzerland (1990–95) 1.61 0.0
united Kingdom (1973–95) 1.78 1.5
united states (1973–95) 2.00 11.0
average 1.64 –1.1
standard deviation 0.26 6.38

Sources: for all countries except the u.s., see oecd, “earnings inequality, Low-Paid employment 
and earnings mobility,” in employment outlook, (Paris: oecd, 1996), 61–62. for the u.s., see oecd 
(1996), 103; and oecd, “earnings inequality,” in employment outlook (Paris: oecd, 1993), 161.

a the percentage changes measure the variation from earliest to latest available observation in the 
country series.
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Table 2
The Effects of Government Partisanship on Inequality in the  

Lower Half of the Wage Distribution a

Constant —  –.125
 (.061)
 .041

Lagged Dependent Variable  .484
 (.065)
 <.001

 .980
 (.015)
 <.001

Cabinet Partisanship  .003
 (.005)
 .593

 .008
 (.005)
 .112

unemployment rate  –.005
 (.004)
 .166

 –.001
 (.003)
 .705

ldc trade  –.001
 (.006)
 .814

 –.005
 (.004)
 .188

female Labor-force Participation  –.025
 (.031)
 .412

 .008
 (.013)
 .526

Private sector services –.002
 (.034)
 .950

 .027
 (.009)
 .004

union density  –.018
 (.010)
 .086

 –.006
 (.003)
 .078

Wage-Bargaining centralization  –.028
 (.007)
 <.001

 .004
 (.003)
 .164

Public sector employment –.068
 (.020)
 .001

.010
 (.005)
 .047

n 203 203

adjusted r2 .99 .99

fixed effects yes no
     

aall entries are ols estimates. numbers in bold are estimated coefficients; numbers in   
parentheses are their panel-corrected standard errors; numbers in italics are p-values from 
two-sided t-tests. 
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and for all time periods15), i also present the results of an identical 
regression without fixed effects. in this regression, which explicitly as-
sesses the sort of cross-national variation excluded by country dum-
mies, the effects of government partisanship are still insignificant.

Pontusson, rueda, and Way further explore the wage-floor hy-
pothesis by developing a preliminary analysis of the relationship be-
tween government partisanship and income-replacement policies, 
on the one hand, and that between income-replacement policies and 
wage inequality, on the other. they plot average income-replacement 
rates in 1985–91 against each country’s average partisanship score for 
1970–90.16 and then they plot 50-10 ratios in 1991 against the average 
unemployment-replacement rates. their analysis suggests that there 
is a very weak association between left government and the generos-
ity of unemployment compensation and that the relationship between 
unemployment compensation and 50-10 compression is even weaker. 
in other words, both steps in the argument linking left government to 
egalitarianism via a wage-floor effect seem to falter.

it is clear, however, that the connection between government par-
tisanship and policy, on one side, and policy and wage inequality, on 
the other, needs more attention. Pontusson, rueda, and Way recognize 
that their analysis of the effects of income-replacement rates over in-
equality (as well as their relationship to government partisanship) is 
very rudimentary. income-replacement policies are not the only tool 
at a government’s disposal for influencing the market power and the 
wages of poorly paid workers. in fact, since replacement rates do not 
reflect the percentage of workers who are entitled to unemployment 
benefits,17 there are reasons to suspect this policy is in fact not the most 
appropriate for assessing the influence of governments on inequal-
ity. the analysis needs to be extended to other policies and to employ 
an improved methodology. more systematic tests of the relationships 
among partisan governments, policies, and wage outcomes must be 
performed. these are the objectives of the analysis that follows.

15 the periods are 1973–79, 1980–84, 1985–89, and 1991–95. the excluded reference year is 
1990.

16 the average level of earnings replacement provided by public unemployment insurance during 
the first year of unemployment. for more details, see oecd, “unemployment and related Benefits,” in 
The oecd Jobs Study: Evidence and Explanations (Paris: oecd, 1994), pt. 2, chap. 8.

17 the prerequisites for unemployment benefits differ substantially in oecd nations. as a conse-
quence, there is great variation in terms of the percentage of unemployed people receiving benefits. 
see, for example, sveinbjorn Blöndal and mark Pearson, “unemployment and other non-employ-
ment Benefits,” Oxford Review of Economic Policy 11, no. 1 (1995).
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The Argument: Separating the Effects of Partisanship from 
Those of Policy and Assessing the Role of Institutions

the argument supporting the existence of a relationship between gov-
ernment partisanship and earnings inequality rests on the proposition 
that the policy preferences of left parties raise the wage floor for compe-
tition in the labor market. i seek to make two fundamental points. the 
first point concerns the connection between governments and inequal-
ity. a number of comparative political economists have posited the exis-
tence of an association between the partisan nature of governments and 
levels of inequality. Governments, however, cannot transform the wage 
distribution directly but must rely on the design and implementation 
of policy to accomplish any degree of redistribution. if we aspire to ar-
rive at an accurate assessment of the relationship between partisanship 
and wage inequality, it is therefore imperative that we disentangle the 
effects of partisanship and policy. We must first explore whether and 
why government partisanship affects specific policies and then whether 
these policies affect inequality.

the second point concerns the role of institutions as factors affecting 
political agency. the influence of institutions on political processes has 
been emphasized by many scholars.18 regarding inequality, i argue that 
the effects of government partisanship on policy and the effects of policy 
on economic outcomes are contingent on institutions. in other words, 
even when they are committed to redistribution, partisan policymakers 
will not promote egalitarian policies unless they are convinced that the 
institutional context allows these policies to affect economic outcomes.

there is good reason to believe that the effects of policy on redistri-
bution are contingent on an important set of labor-market institutions: 
those related to the existence of corporatism. according to Katzen-
stein, three traits define corporatism: “an ideology of social partnership 
expressed at the national level; a relatively centralized and concentrated 
system of interest groups; and voluntary and informal coordination of 
conflicting objectives through continuous political bargaining between 
interest groups, state bureaucracies and political parties.”19 arguably, all 
these arrangements constrain the ability of governments to influence 
the distribution of wages. Put more positively, they enable the social 
partners to negotiate effective wage floors and therefore reduce their 

18 for an analysis, see steinmo, thelen, and Longstreth (fn. 7); Jonas Pontusson, “from comparative 
Public Policy to Political economy,” Comparative Political Studies 28, no. 1 (1995); Peter Hall and rose-
mary taylor, “Political science and the three new institutionalisms,” Political Studies 44, no. 5 (1996).

19 Peter Katzenstein, Small States in World Markets (ithaca, n.y.: cornell university Press, 1985), 32.
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reliance on government policy (like minimum wage legislation) for this 
purpose. in this context, it is logical to assume that the link between 
some policies and wage inequality would actually be very weak in cor-
poratist countries. furthermore, since policymakers understand that 
policy is ineffectual and that wage inequality is in some ways taken care 
of by corporatist institutions, it is also logical to hypothesize that the 
influence of government partisanship on these policies would be very 
weak when corporatism is high.

How can a government influence the distribution of wages? as men-
tioned above, a government can influence inequality through the use of 
a variety of policies. in the rest of the article, i focus on three policies 
that are clearly related to setting a wage floor for competition in the 
labor market: minimum wages, the generosity of the welfare state, and 
public employment.20 the reasons for analyzing the first two policies 
are clear enough. Governments can raise the wage floor for competi-
tion in the labor market by increasing the minimum wage or the social 
wage. in the first case, the effects on the lower half of the wage dis-
tribution are straightforward. regarding the generosity of the welfare 
state, it is equally clear that social policy provides a reservation wage. in 
this context, a higher social wage should have effects similar to those 
of an increase in the minimum wage. Public employment, by contrast, 
reflects the ability of governments to affect the labor market directly. 
in industrialized democracies the state is the biggest employer in the 
labor market. Government employees are, on average, almost 20 percent 
of the labor force. in some countries, this figure reaches more than 30 
percent. it is unambiguous then that governments can influence inequal-
ity directly by setting the levels and conditions of public wages.

Let us explore in more detail the reasons why these policies should be 
the product of government partisanship and the cause of wage inequality.

1. Government employment. Little needs to be said about the expecta-
tion that left governments would promote higher levels of government 
employment. a large number of analysts have observed the association 
between left government and a large public sector.21 traditionally, this 
was related to the preference by left parties for a more intervention-
ist state. in the words of cusack, the left is in favor of “a state heavily 

20 for a similar argument analyzing some additional policies (government consumption, taxes on 
labor income, and taxes on corporate income), see david rueda, “Political agency and institutions: 
explaining the influence of Left Government and Wage Bargaining on inequality,” in Pablo Bera-
mendi and christopher J. anderson, eds., Democracy, Inequality and Representation (new york: russell 
sage foundation, forthcoming).

21 see, for example, edward tufte, Political Control of the Economy (Princeton: Princeton university 
Press, 1978); Hibbs (fn. 6); and especially cusack (fn. 12).
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engaged in regulating the market and using public finances to equalize 
the outcomes of market operations.”22 more recently, this association 
has also been related to the fact that public workers are more likely to 
support left parties.23 in this view, employees in the public sector have 
strong incentives to support left parties that provide them with more 
generous budgets, a well-developed welfare state, and protection from 
the vagaries of the market.

as for the connection between government employment and in-
equality, it is generally acknowledged that the size of the public sec-
tor will be associated with wage compression. Garrett and Way have 
convincingly argued that public sector employers, while sheltered from 
competition in product markets, are more directly exposed to politi-
cal pressures favoring equality and robust wage growth.24 the stron-
gest determinant of wages in the public sector is, after all, “government 
preference rather than global competitiveness.”25

the previous paragraph makes clear that one should expect a posi-
tive relationship between left government and government employment 
and a negative one between government employment and inequality. it 
is equally clear, moreover, that the intermediating role of corporatism 
should not affect these relationships. the social partners may be more 
involved in setting wage floors when corporatism is high, but this will 
not necessarily affect the desirability of a large public sector for left 
governments (or its influence on inequality).

2. Welfare state generosity. there is a large literature in comparative 
political economy exploring the effects of government partisanship on 
the welfare state. i will emphasize two approaches with contradictory 
expectations. in what could be called the traditional partisanship model, 
authors emphasize left government and working-class mobilization as 
the main determinants of the welfare state.26 in the words of michael 

22 cusack (fn. 12), 375.
23 see, for example, andré Blais, donald Blake, and stephane dion, Governments, Parties, and 

Public Sector Employees (Pittsburgh, Pa.: university of Pittsburgh Press, 1997); oddbjørn Knutsen, 
“social class, sector employment, and Gender as Party cleavages in the scandinavian countries,” 
Scandinavian Political Studies 24, no. 4 (2001).

24 Geoffrey Garrett and christopher Way, “corporatism, Public sector employment, and macro-
economic Performance,” Comparative Political Studies 32, no. 4 (1999).

25 ibid., 417
26 the most cited early works are those by david cameron, “the expansion of the Public econo-

my: a comparative analysis,” American Political Science Review 72, no. 4 (1978); John stephens, The 
Transition from Capitalism to Socialism (London: macmillan, 1979); Walter Korpi, The Democratic Class 
Struggle (Boston: routledge and Kegan Paul, 1983). more recently, evelyne Huber and John stephens 
support, but also amend, this power resource approach to the welfare state; Huber and stephens, 
Development and Crisis of the Welfare State (chicago: university of chicago Press, 2001). for a more 
institutional analysis of the welfare state, see the contributions in Paul Pierson, ed., The New Politics of 
the Welfare State (new york: oxford university Press, 2001).
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shalev, “(t)he essential argument of this perspective on the welfare state 
is that the growth of reformist labor unions and parties which reflect 
the class divisions of capitalist society, and in particular the ascension 
of labor parties to executive power, have been the preeminent forces in 
the initiation and development of public policies for furthering justice 
and equality between the classes.”27

rueda, on the other hand, has argued that insider-outsider differ-
ences significantly affect the social policy preferences of left govern-
ments.28 rueda divides labor into two segments: those with secure em-
ployment (insiders) and those without (outsiders). He contends that 
left governments have strong incentives to consider insiders their core 
constituency. He also argues that, to the degree that insiders are pro-
tected from unemployment, they do not necessarily benefit from some 
forms of social policy. unemployment benefits or active labor-market 
policies directed to outsiders, for example, mean higher taxes and low-
wage competition.29 the implication of this insider-outsider model is 
that left government will not necessarily be associated with higher lev-
els of social policy and rueda finds significant support for his claims.

if we turn to the relationship between the welfare state and inequal-
ity, the expectations are less contested. the provision of welfare state 
services represents an important way in which governments may influ-
ence inequality. Welfare services provide a way to redistribute wealth 
to the poor and to insure them against labor-market risks.30 there are, 
then, two ways in which the welfare state can affect inequality. the 
first is by insuring workers against risks. as argued by esping-ander-
sen, welfare programs reduce people’s dependence on employment as 
a source of income.31 following iversen and cusack, the welfare state 
also directly reduces inequalities in peoples’ access to the public services 
that allow workers with low wages to increase their income.32 to the 
degree that the lower half of the wage distribution represents outsiders, 

27 michael shalev, “the social democratic model and Beyond,” Comparative Social Research 6 
(1983), 317.

28 david rueda, “insider-outsider Politics in industrialized democracies,” American Political Sci-
ence Review 99 (february 2005); idem, “social democracy and active Labour market Policies: in-
siders, outsiders, and the Politics of employment Promotion,” British Journal of Political Science 36 
( July 2006); idem, Social Democracy Inside Out: Partisanship and Labor Market Policy in Industrialized 
Democracies (oxford: oxford university Press, 2007).

29 for the details, see, for example, rueda (fn. 28, 2007).
30 Karl ove moene and michael Wallerstein, “earnings inequality and Welfare spending: a dis-

aggregated analysis,” World Politics 55 ( July 2003).
31 Gøsta esping-andersen, The Three Worlds of Welfare Capitalism (Princeton: Princeton university 

Press, 1990).
32 torben iversen and thomas r. cusack, “the causes of Welfare state expansion: deindustrial-

ization or Globalization?” World Politics 52 (april 2000).
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this traditional interpretation does not contradict an insider-outsider 
argument. We can agree with rueda that left governments care mostly 
about insiders,33 but, even if partisanship does not influence social poli-
cies, we would still expect these public services to improve the lot of 
low-paid outsiders.

there are, therefore, no clear expectations regarding the effects of 
left government on welfare policy (they depend on either the tradi-
tional interpretation or the insider-outsider interpretation we favor). 
Welfare policy, however, is expected to decrease inequality. as for the 
influence of corporatism, the expectations are equally unclear. the tra-
ditional party approach would lead us to believe that the influence of 
left governments on social policy would be greater under corporatist 
arrangements.34 the insider-outsider approach, however, would lead us 
to believe that left governments do not influence social policy, regard-
less of the levels of corporatism.35

 3. Minimum wage. there is a vacuum in the comparative political 
economy literature about the role of government partisanship in the de-
termination of the minimum wage. this is surprising, especially when 
we take account of the attention paid to the minimum wage as a deter-
minant of inequality in the economics literature. this article seeks to 
address this vacuum by providing a novel empirical analysis of the politics 
affecting minimum wage levels. the partisan expectations are relatively 
unambiguous. to the extent that minimum wages improve the status of 
low-paid labor, left governments are expected to promote them.36

the effects of minimum wage policies, however, are not uncontro-
versial. those who defend them argue that they limit labor-market ex-
cesses and increase the wages of the lowest paid to a socially acceptable 
level. those who oppose them argue that their effect is in fact an in-
crease in unemployment (resulting from pricing out low-skilled work-
ers).37 in relation to inequality, the consequences of minimum wages 
are, at one level, very straightforward. setting a minimum wage makes 
those who previously had earnings below it automatically earn more. in 
this sense, minimum wages can promote equality simply by raising the 

33 rueda (fn. 28, 2005).
34 see, for example, Harold Wilensky, The Welfare State and Equality: Structural and Ideological Roots 

of Public Expenditures (Berkeley: university of california Press, 1975).
35 see rueda (fn. 28, 2007) for an argument that emphasizes the role of corporatist institutions in 

protecting insiders.
36 since low-paid labor includes both insiders and outsiders, the expectations of the traditional and 

insider-outsider models are the same here.
37 for an explanation, see Juan dolado, francis Kramarz, stephen machin, alan manning, david 

margolis, coen teulings, Gilles saint-Paul, and michael Keen, “the economic impact of minimum 
Wages in europe,” Economic Policy 11, no. 23 (1996).
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wages of the poorest workers. the oecd in fact finds that “those coun-
tries with higher minimum wage rates relative to the median have less 
earnings dispersion and a lower incidence of low pay.”38 the scholar-
ship on the effects of minimum wages is, however, not unambiguous.39

it is particularly with respect to this policy that my claims about the 
influence of corporatist structures become essential. as argued above, 
corporatist arrangements constrain the ability of governments to influ-
ence the distribution of wages by making the actions of the social part-
ners more influential on inequality. my expectation, therefore, is that 
minimum wage levels would in fact not be strongly linked to inequal-
ity when corporatism is high. Logically, this also implies a weak asso-
ciation between government partisanship and minimum wages (since 
policymakers understand that low-wage inequality is taken care of by 
the social partners).

it is important to emphasize here that my claims about the influ-
ence of corporatist structures contradict generally accepted views about 
the comparative political economy of industrialized democracies. this 
literature rests on the argument that corporatist structures and left gov-
ernment act in synergy to promote certain political and economic out-
comes. in Garrett’s words, “(s)ocial democratic corporatist regimes are 
based on a virtuous circle.”40 Left governments promote policies that 
protect labor while unions moderate their wage demands and promote 
the absence of social strife. more specifically related to the topic of 
this article, Beramendi and cusack argue that high levels of wage bar-
gaining coordination facilitate the implementation of left-wing policy 
while the absence of coordination between capital and labor facilitates 
the implementation of right-wing preferences and constrains the egali-
tarian effects of left-wing policy.41 my argument challenges these in-
terpretations and maintains that high levels of corporatism make the 
social partners capable of limiting wage inequality directly. as a con-
sequence of this, corporatist structures constrain the impact of parties 
on public policy and therefore mute the impact of partisanship on the 
lower half of the wage distribution.

figure 1 summarizes the theoretical claims outlined in the previ-
ous sections. the figure illustrates why it is so important to identify 
the influence of policy and to separate it from the effects of govern-

38 oecd, Employment Outlook (Paris: oecd, 1998), 32.
39 for an overview, see oecd (fn. 38), annex 2.B.
40 Geoffrey Garrett, Partisan Politics in the Global Economy (new york: cambridge university Press, 

1998), 5.
41 Pablo Beramendi and thomas r. cusack, “diverse disparities: the Politics and economics of 

Wage, market and disposable income inequalities” Political Research Quarterly (forthcoming).
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ment partisanship. out of the three policies emphasized in this article, 
only one, government employment, displays the conventional partisan 
expectations. regardless of the level of corporatism, left government 
is expected to increase government employment and government em-
ployment is expected to decrease wage inequality. the expectations re-
garding welfare state generosity are more ambiguous, for the reasons ex-
plained above. in the case of minimum wages, finally, i expect a different 
relationship, depending on the nature of any corporatist arrangements. 
When corporatism is low, leftist governments will raise minimum wages, 
an increase that will be associated with decreases in low-wage inequality. 
When corporatism is high, however, because the institutional context 
enables the social partners to negotiate effective wage floors and there-
fore reduces their reliance on government policy, the effects of mini-
mum wages on inequality are expected to be uncertain and government 
partisanship is also expected to have an uncertain effect.

The Variables of Interest42

Government Partisanship
the government partisanship measure used in my analysis attempts to 
capture the ideological position of governments in relation to a left-
right continuum. two variables are needed for the construction of these 
measures: one that reflects the presence of parties in government and 
another that measures their ideological characteristics. there are, how-
ever, important questions surrounding the operationalization of both 
these variables. there is, first, the issue of how to measure the influence 
of parties in government.43 a possibility is to take into consideration 
the proportion of cabinet seats that all parties in government possess. 
once a party is in government, however, the support it enjoys may be 
influenced not only by its position in the cabinet but also by the degree 
of support enjoyed in parliament.44

regarding the second factor influencing government partisanship, 
the measurement of party ideological positions is also not completely 
straightforward. assessments of right-left party positions are typically 

42 see appendix 1 for details and sources for all variables used in this article.
43 for a more detailed analysis of some of the options, see John d. Huber and G. Bingham Powell, 

Jr., “congruence between citizens and Policymakers in two visions of Liberal democracy,” World 
Politics 46 (april 1994).

44 for evidence supporting the position that a government’s behavior will be influenced by its share 
of seats in parliament, see Wolfgang müller and Kaare strøm, eds., Coalition Government in Western 
Europe (new york: oxford university Press, 2000).
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based on two different measures: the analysis of expert opinions or the 
analysis of party manifestos. although there are no perfect measures,45 
those based in expert opinions have particularly significant weaknesses. 
they are produced from surveys that are administered rarely and that 
may be interpreted differently in different national contexts.46 in ad-
dition, expert opinions about party positions do not reflect changes 
through time.47 Perhaps more importantly, partisanship data based on 
expert opinions are vulnerable to the criticism that they are endog-
enous. Particularly in analyses of policy and economic outcomes, expert 
opinions do in fact reflect the very same policy and economic outcomes 
we are trying to present as dependent variables.

i therefore use a measure of government partisanship based on data 
extracted from party manifestos to assess a party’s right-left position. 
this variable relies on party programs for the codification of policy em-
phases. for party positions, the policy emphases in election programs 
are codified into twenty-six categories. the categories are then sum-
marized in a right-left index, ranging from the extreme right (-100) 
to the extreme left (+100).48 as documented by Gabel and Huber, the 
index values generated by this procedure correlate reasonably well with 
various party-classification schemes based on expert surveys.49 more-
over, several studies have shown that the right-left dimension is a good 
summary of what parties stand for in elections and that it is a meaning-
ful factor for voters.50 for the construction of government partisanship, 
a party’s average right-left position is then multiplied by its cabinet 
weight (which is measured as the proportion of parliamentary seats 
held by parties in coalition governments).51

45 Party manifestos data can be criticized for being a reflection of what parties say to win elections 
and not necessarily of what they will do once they have won them. for an analysis arguing that there 
is a correlation between party platforms and policy in the american case, see ian Budge and richard 
Hofferbert, “mandates and Policy outputs,” American Political Science Review 84, no. 1 (1990).

46 for a more detailed explanation of this argument, see matthew Gabel and John Huber, “Putting 
Parties in their Place,” American Journal of Political Science 44, no. 1 (2000).

47 michael mcdonald and silvia mendes, “Parties in Parliaments and Governments, 1950–1995” 
(manuscript, Political science department, Binghamton university–suny, 2001).

48 the original index ranges from left (-100) to right (+100); i have inverted it to facilitate the 
interpretation of the results with regards to the hypotheses presented in figure 1.

49 Gabel and Huber (fn. 46). the measure i use is in fact very highly correlated with cusack’s (fn. 
12) more commonly used cabinet partisanship variable (with is based in expert opinions).

50 G. Bingham Powell, Jr., Elections as Instruments of Democracy (new Haven: yale university Press, 
2000).

51 if there is only one party in government, its cabinet weight is 100 percent. When there are more, 
a party’s weight is given as its proportion of parliamentary seats within the total of seats held by the 
coalition parties. there is considerable evidence showing that “governments apportion their cabinet 
portfolios to parties in simple proportion to the relative percentage of seats held by each in the lower 
house of the legislature”; Powell (fn. 50), 173. see also michael Laver and norman schofield, Multi-
party Government (new york: oxford university Press, 1990).
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Corporatism
corporatism encapsulates a number of economic characteristics, in-
cluding the centralization and coordination of unions, business, and 
wage setting; the cooperation between government and interest groups; 
the existence of tripartite organizations; and the degree of cooperation 
among economic actors. i use a measure provided by Hicks and Ken-
worthy.52

Welfare State Generosity
measures of welfare state generosity are not completely clear-cut. it is 
common to assess the importance of the welfare state by looking at the 
level of social policy as a percentage of gdp.53 although this may be a 
reasonable measure for some purposes, there are clear limitations in its 
ability to capture the generosity of the welfare state. its most important 
weakness concerns the fact that it focuses exclusively on the supply of 
social policy, while ignoring the demand side. in this respect, i agree 
with clayton and Pontusson, who convincingly argue that “measuring 
the size of the welfare state in terms of social spending as a percentage 
of gdp, as virtually all of the literature does, is problematic because such 
measures fail to take account of changes in societal welfare needs.”54 
for example, only by taking into consideration the increasing social 
demands resulting from rising levels of inequality and insecurity will 
we fully understand the recent retrenchment of the welfare state.

in this article, i follow the lead of iversen and cusack and measure 
welfare state generosity as the ratio of social transfers to gdp over the 
ratio of the nonworking to the total population.55 this is a reasonable 
measure of welfare generosity. When transfers as a proportion of the 
total size of the economy rise faster than the share of the nonwork-
ing population, for example, this measure of welfare generosity will in-
crease.

Government Employment
this variable measures government employees (not including employ-
ees of state-owned enterprises) as percentage of total employed labor 
force.

52 alexander Hicks and Lane Kenworthy, “cooperation and Political economic Performance in 
affluent democratic capitalism,” American Journal of Sociology 103, no. 6 (1998).

53 see, for example, Huber and stephens (fn. 26).
54 richard clayton and Jonas Pontusson, “Welfare-state retrenchment revisited: entitlement 

cuts, Public sector restructuring, and ineqalitarian trends in advanced capitalist society,” World 
Politics 51 (october1998).

55 iversen and cusack (fn. 32).
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Minimum Wages
for this analysis i use the ratio of a statutory minimum wage to the 
average wage. clearly, the ratio of minimum wages to average earn-
ings is not a perfect measure.56 it is, however, the most commonly used 
measure in analyses in economics and political science and it is a useful 
tool to help us understand whether left governments promote equality 
at the lower half of the wage distribution.

as pointed out by dolado et al., industrialized democracies set 
minimum wages in several ways.57 first, a statutory minimum can be 
set by the government (sometimes in consultation with employers and 
unions). this is the case in france, spain, and the netherlands, among 
others. second, a minimum wage can be set as part of collective bar-
gaining at the national level. third, different minimum wages can be 
determined in collective agreements, as is the case (with some national 
differences) in Germany, italy, austria, switzerland, sweden, norway, 
and finland.58 Given the emphasis of this article on the role of govern-
ment in determining inequality, only statutory minimum wages should 
be used as a variable. for countries in which the government does not 
set the minimum wage, the ratio of minimum wage to average wage is 
set to 0.59

table 3 presents summary statistics for the article’s variables of in-
terest. it provides the mean, standard deviation, and minimum and 
maximum values for the variables measuring government partisanship, 
corporatism, public employment, welfare state generosity, and mini-
mum wages. i will refer to this table when discussing the effects of 
government partisanship on these factors and the effects of these fac-
tors on inequality.

table 3, however, does not provide the reader with a good impres-
sion of the range in these variables (both in cross-sectional and tempo-
ral terms). to supply a more intuitive illustration, i turn to figures 2–6. 
i have selected four countries that reflect the diversity in our sample: 
the united states, sweden, Germany, and france. the figures contain 
time series of the data available for the four countries.

figure 2 shows the levels of government partisanship from 1973 to 
1995. if we focus on the cross-sectional variation, sweden emerges as 
the country with the most leftist governments on average, Germany as 

56 as with other ratios, the use of this measure introduces the question of whether the causes (or 
the effects) that are observed are related to a change in the minimum wage or to a change in the aver-
age wage.

57 dolado et al. (fn. 37).
58 for a more detailed explanation, see dolado et al. (fn. 37); and oecd (fn. 38).
59 see appendix 1 for details.
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the one with the most centrist governments, and the u.s. as the coun-
try with a conservative government in a majority of the years in the 
sample. this characterization, however, overlooks the high temporal 
variation in these countries. france is the clearest example, with very 
conservative governments from 1981 to 1986 and from 1988 to 1992, 
but very leftist ones from 1973 to 1980 and in 1986 and 1987. But the 
other countries exhibit change through the period as well. in the u.s. 

Table 3
Variables of Interest 
Summary Statistics

  Standard 
Variables Mean Deviation Minimum Maximum

cabinet Partisanship 3.95 14.59 -25.72 29.53
corporatism .56 .32 .01 .99
Government employment 18.96 6.43 6 32.7
Welfare state Generosity 27.55 7.74 9.88 47.06
minimum Wages .18 .24 0 .66

Figure 2 
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there were left governments from 1977 to 1980 and from 1993 to 1995. 
in sweden there were centrist or conservative governments in 1977, 1978, 
and 1980 and from 1992 to 1994. and in Germany there were leftist gov-
ernments until 1982 and a conservative one from 1983 to 1995.

the levels of corporatism in the four illustrative countries are pre-
sented in figure 3. Predictably, corporatism is much more stable through 
time than government partisanship. there are temporal changes, to be 
sure, but the variation in the figure is mostly cross-national. not sur-
prisingly, sweden exhibits the highest levels or corporatism, followed 
quite closely by Germany. While france occupies an intermediate po-
sition in figure 3, the u.s. displays an almost complete absence of 
corporatist arrangements.

figure 4 provides the levels of government employment from 1973 
to 1995. in terms of cross-national variation, there is a substantial dif-
ference between sweden (where government employment represented 
more that 25 percent of the employed labor force between 1975 and 
1980 and more than 30 percent from 1980 to 1995) and the rest of the 
countries in the figure. in france government employment was at an 
intermediate level (between 17 percent and 25 percent of the employed 
labor force), while in Germany and the u.s. it ranged from 12 percent 
to 17 percent. the figure also displays a great deal of temporal variabil-
ity. While the u.s. is the only country in the figure where government 
employment declined, the other three all experienced increases. this is 
particularly the case in sweden and france, but there was also a pattern 
of growth (admittedly more discreet) in Germany.

the levels of welfare state generosity in the four countries used as an 
illustration are presented in figure 5. the share of transfers as a per-
centage of gdp relative to the share of the nonworking population as a 
percentage of the total population was highest in sweden and lowest in 
the u.s., whereas france and Germany occupied in-between positions 
for most of the period. While in 1995, this ratio was just below 40 in 
sweden, it was around 30 for Germany and france, and only 25 for the 
u.s. in terms of temporal variation, there is a general increase in the 
generosity of the welfare state when measured as the ratio of transfers  
to nonworking population. this is particularly the case in sweden and 
the u.s., but is also the case to a lesser degree in Germany. the only 
possible exception is france, where welfare state generosity is more vari-
able and ends the period at a similar level to the one where it started.

finally, figure 6 reflects statutory minimum wages as a ratio of aver-
age wages. this measure was highest in france, where minimum wages 
were between 50 percent and 65 percent of average wages from 1973 to 
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Figure 5 
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Figure 6 
Minimum Wages
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1995. in the u.s., they were between 40 percent and 50 percent of aver-
age wages between 1973 and 1984, but fell below 40 percent between 
1985 and 1995. as explained above, in sweden and Germany statutory 
minimum wages are set not by governments but by collective agree-
ments. the ratio of the statutory minimum wage to the average wage is 
therefore 0.

Methodology and Control Variables

data availability limits this article’s analysis to annual observations from 
a selection of oecd countries for the years 1973 to 1995.60 i present or-
dinary least squares (ols) results. the pooled data significantly increase 
the number of observations and therefore allow me to test more com-
plex causal models. there are some complications, however.

a set of modified Wald tests reveals a significant amount of panel-
specific heteroskedasticity in the data. Beck and Katz have proposed a 
method that produces consistent standard errors estimates in the pres-
ence of panel heteroskedasticity.61 since their recommendations have 
been widely followed in the recent comparative political economy lit-
erature, i ran the regressions with panel-corrected standard errors.

i include fixed effects in my analysis. fixed effects deal with coun-
try-specific omitted variables by introducing a unit dummy per cross 
section. this seems the right strategy since our general understanding 
in comparative political economy is that there are country-specific fac-
tors that are difficult to introduce into the model (specific historical 
circumstances, difficult-to-capture institutional developments, and so 
on). to capture cyclical factors i also include time period dummies in 
the regressions.62 fixed effects are a powerful tool because they pose a 
hard test for any given hypothesis.

60 the countries are australia, austria, Belgium, canada, denmark, finland, france, Germany, 
italy, Japan, the netherlands, norway, sweden, switzerland, the u.K., and the u.s. in the regres-
sions for the determinants of government employment and welfare state generosity, data are missing 
for australia (1992–95), switzerland (1973 and 1974), and Belgium (1995, but only for the govern-
ment employment regression). in the regressions for the determinants of minimum wages data for 
switzerland are missing. finally, the lack of availability of oecd inequality data imposes more limita-
tions in our analysis of the determinants of 50-10 ratios. in these regressions data for switzerland are 
again missing (since minimum wages are now an explanatory variable), as well as for the year 1995 
(for all countries), australia (1973–75), Belgium (1973–84), canada (1974–80), denmark (1973–79), 
finland (1973–76), Germany (1973–83), italy (1973–85), Japan (1973 and 1974), the netherlands 
(1973–76), norway (1973–89, 1994, and 1995), and sweden (1972–74).

61 nathaniel Beck and Jonathan Katz, “What to do (and not to do) with time-series cross-
section data,” American Political Science Review 89, no. 3 (1995); idem, “nuisance vs. substance,” 
Political Analysis 6, no. 1 (1996).

62 the periods are 1973–79, 1980–84, 1985–89, and 1991–95. the excluded reference year is 
1990.

WPv60-3.01.ruida.349_389.indd   372 9/3/08   10:38:48 AM



 left government, policy, and corporatism 373

i run two sets of regressions. first, i regress policy (government em-
ployment, welfare state generosity, and minimum wages) on govern-
ment partisanship, corporatism, their interaction, and a number of con-
trol variables (specified below). then, i regress inequality at the lower 
half of the wage distribution on the policies, corporatism, their interac-
tion, and a number of control variables (again, specified below).63

the main hypotheses in this article involve the existence of an interac-
tion between corporatism and government partisanship, on the one hand, 
and corporatism and policy, on the other. this interactions are introduced 
into the analysis in the conventional way (both terms of the interaction are 
introduced into the equation on their own and also interacted).

it is important to check that there is not a simultaneity/endogeneity 
problem between the two sets of regressions in the analysis (since i am 
running them independently). if there were such a problem, two-stage 
least square (2sLs) would be required. a series of durbin-Wu-Haus-
man tests suggest that there is no simultaneity/endogeneity problem 
and, therefore, no need for a 2sLs model.64

Control Variables for the Analysis of Policy65

although they are not related theoretically to my main claims, a num-
ber of variables need to be included in the analysis. in some cases op-
posing claims about their influence over government partisanship have 
been provided in the literature, and in all cases there are strong theo-
retical or empirical reasons to believe that they affect the outcomes i 
am interested in analyzing.

International and Financial Openness
 there are two contradictory accounts of the effects of internationaliza-
tion on partisan politics. there is first a large literature suggesting that 
growing levels of international openness, integration, and interdepen-
dence result in a blurring of partisan differences caused by the inability 
of social democratic parties to produce policies that do not conform to 
market forces.66 then there are some authors who argue either that in-

63 these analyses on inequality include linearly interpolated data for a few missing observations in 
the wage series. i did not interpolate across gaps of more than three years, and interpolated observa-
tions account for only 13 out of those used in the analyses (the n is 226 in these regressions).

64 russell davidson and James G. macKinnon, Estimation and Inference in Econometrics (new york: 
oxford university Press, 1993).

65 see appendix 1 for details and data sources.
66 see, for example, torben iversen, “Power, flexibility and the Breakdown of centralized Wage 

Bargaining,” Comparative Politics 28, no. 4 (1996); Jonathan moses, “abdication from national Policy
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ternational forces do not affect some partisan differences67 or that they 
actually have strengthened the influence of partisanship on policies and 
economic outcomes.68

Government Debt
Government debt is introduced into the analysis as a measure of the 
possible limitations affecting a government’s choice of policy. the gen-
eral argument is that governments with more debt have fewer resources 
at their disposal and that this affects spending strategies.69

Unemployment
the rate of unemployment represents a measure of the need for some of 
the policies emphasized in the article. numerous authors have argued 
that the generosity of the welfare state, for example, is simply the result 
of increasing needs (whether demographic, economic, or other).70

GDP Growth
most analyses of economic policy include a measure of economic 
growth. this is particularly relevant for the analysis presented here be-
cause it is important to control for the effects of macroeconomic growth 
on policies promoted by governments.

Control Variables for the Analysis of Wage Inequality71

Given the nature of the outcomes to be explained (inequality at the 
lower half of the wage distribution rather than policy), some of the 
control variables for this portion of the analysis are different from those 
in the previous section.

 autonomy: What’s Left to Leave?” Politics and Society 22, no. 2 (1994); and fritz scharpf, Crisis and 
Choice in European Social Democracy (ithaca, n.y.: cornell university Press, 1991).

67 carles Boix, Political Parties, Growth and Equality (new york: cambridge university Press, 
1998); Geoffrey Garrett and Peter Lange, “Political responses to interdependence: What’s ‘Left’ for 
the Left?” International Organization 45, no. 4 (1991).

68 Garrett (fn. 40).
69 one interpretation of the policy changes of the early 1980s, for example, is that many govern-

ments had reached unsustainable levels of public debt; see Herman schwartz, “small states in Big 
trouble: state reorganization in australia, denmark, new Zealand, and sweden in the 1980s,” World 
Politics 46 ( July1994).

70 see Phillip cutright, “Political structure, economic development, and national social security 
Programs,” American Journal of Sociology 70, no. 5 (1965); Wilensky (fn. 34).

71 see appendix 1 for details and data sources.
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Unemployment
there are two potential effects of unemployment on inequality. on the 
one hand, the basic insight of the literature on labor-market segmenta-
tion is that unskilled, low-paid workers are more readily substitutable 
than skilled, high-paid workers and consequently that their bargaining 
position is more immediately and more adversely affected by unem-
ployment.72 on the other hand, employers are more likely to lay off 
unskilled workers than skilled ones during economic downturns. to 
the extent that it entails a disproportionate loss of low-paid jobs, an 
increase of unemployment produces wage compression by altering the 
composition of the labor force.

LDC Trade
Wood argues that much of the trend toward increased wage inequality 
in the oecd countries in the 1980s can be attributed to an increase in 
trade with less developed countries.73 the basic logic of Wood’s analy-
sis is that by importing less skill-intensive goods from low-wage coun-
tries, oecd countries are essentially importing low-skill labor, which 
puts downward pressure on the relative wages of the unskilled.

Female Labor-Force Participation
Higher female participation in the labor force can be associated with 
higher inequality for several reasons. there is first the influence of wage 
discrimination.74 also, to the extent that women are on average less 
educated and/or have less work experience than men, an increase in the 
proportion of the total labor force made up by women represents an 
increase in the relative supply of unskilled or less skilled labor.75

Private Service Employment
it is often argued that wage inequality and private service employment 
are associated. as iversen and Wren point out, the scope for productiv-
ity growth in services is limited, pricing closely reflects labor costs, and 

72 James Galbraith, Created Unequal (new york: free Press, 1998); Katherine Bradbury, “rising 
tide in the Labor market: to What degree do expansions Benefit the disadvantaged,” New Eng-
land Economic Review 32 (may–June 2000).

73 adrian Wood, North-South Trade, Employment and Inequality (oxford: clarendon Press, 1994).
74 francine Blau and Lawrence Kahn, “Gender differences in Pay,” Journal of Economic Perspectives 

14, no. 4 (2000).
75 robert topel, “Wage inequality and regional Labor market Performance in the united states,” 

in toshiaki tachibanaki, ed., Labour Market and Economic Performance (new york: st. martin’s Press, 
1994); Lennart svensson, Closing the Gender Gap (Lund: ekonomisk-Historiska föreningen, 1995).

WPv60-3.01.ruida.349_389.indd   375 9/3/08   10:38:49 AM



376 world politics 

demand for these services is highly price sensitive.76 if, however, one 
relaxes the assumption that the production of personal services with 
a high content of unskilled labor is tightly constrained by labor costs, 
the opposite association between wage inequality and private service 
employment would result.

Results

as explained in the previous section, there are two sets of results needed 
for testing the hypotheses in this article. the first set of regressions 
captures the relationship between policy and government partisanship, 
corporatism, and their interaction. there is one regression for each 
policy outcome (government employment, welfare state generosity, and 
minimum wages). the second set of regressions captures the relation-
ship between inequality and policy, corporatism, and their interaction. 
although these regressions control for all policies, it is complicated to 
calculate all interactions in a single equation. for this reason, there is 
one regression for each policy interaction. results for all regressions are 
presented in appendix 2.

Because so many regressions must be run, a simpler way to present 
the results is reflected in figure 7, in which only the results for the 
variables of interest (partisanship and policy) conditional on the levels 
of corporatism are reported. appendix 2 provides the results for the 
variables used to calculate these conditional effects, as well as results 
for all control variables. the figure reflects the two sets of relation-
ships hypothesized in this article when corporatism is low and when 
corporatism is high. in each scenario there are (1) causal arrows from 
government partisanship to the policies and (2) causal arrows from the 
policies to inequality at the lower half of the wage distribution. the 
numbers in bold next to the arrows represent the coefficients for these 
variables in the regressions i ran. the numbers in parentheses are z sta-
tistics. the asterisks summarize p-values from two-sided z-tests in the 
usual manner (** if p-value < .01, * if < .05). the absence of an asterisk 
means that the variable is statistically insignificant.

conditional effects are calculated in the following way. Having de-
scribed the range of variation in the corporatism variable in table 3, i 
identify a low and a high value. Low corporatism is defined as a score 
of .15. this was the level of corporatism for australia in the second 
half of the 1970s and the first half of the 1990s, for instance. High cor-

76 torben iversen and anne Wren, “equality, employment and Budgetary restraint: the tri-
lemma of the service economy,” World Politics 50 ( July 1998).
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aall entries are ols estimates. numbers in bold are estimated coefficients; numbers in parentheses 
are z statistics (calculated with panel-corrected standard errors); asterisks summarize p-values from 
two-sided z-tests (* if significant at 5% level, ** if significant at 1% level). all other estimates in 
appendix 2.
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poratism is defined as a score of .90. this was the level in finland for 
most of the time in the sample. it is important to mention that these 
values are not extreme ones. for low corporatism, the united states 
from 1976 to 1995 displayed a level equal to .01. for high corporatism, 
sweden’s level equalled .99 from 1973 to 1987. the estimates for the 
coefficients and the standard errors in figure 7 represent the condi-
tional effects when corporatism is high or low.77

Going back to the theoretical claims summarized in figure 1, left 
government was expected to be associated with higher levels of gov-
ernment employment and government employment with lower levels 
of inequality, regardless of the level of corporatism. these hypotheses 
receive a significant amount of support from the results in figure 7. 
one should keep in mind throughout the analysis of these results that 
higher levels in the government partisanship variable mean more left-
ist governments. figure 7 shows that left governments promote higher 
levels of government employment when corporatism is low and that 
higher levels of government employment promote more equality re-
gardless of the value of corporatism. these results confirm the hypoth-
eses. the surprise is the sign of the government partisanship variable 
when corporatism is high. the results indicate that in highly corporat-
ist countries, it is right government that is associated with higher levels 
of government employment. the reasons for this result are not imme-
diately obvious and will need to be the focus of further research.

although the government employment results in figure 7 illustrate 
the statistical significance of the findings, a substantive interpretation 
of the effects of left government is not completely straightforward. the 
calculations in figure 7, however, can be used to produce estimates 
of noticeable substantive effects. take the social democratic Party in 
sweden: its score on the right-left ideological index is around 24 in the 
1994 election (which is high, though not an extreme value for left par-
ties within the sample). further, consider the variation in this article’s 
measure of government partisanship that would result from a left party 
of these ideological characteristics winning an election and going from 
the opposition to substituting a completely centrist party in single-
party government. the measure would increase from 0 (a completely 
centrist government and a left party in opposition) to 24 (a left party of 
these characteristics winning 100 percent of seats in the cabinet). ac-
cording to the estimates in figure 7, this increase in government par-
tisanship in a country with low corporatism would result in an increase 

77 for more details about calculating conditional effects and their significance, see Jeffrey Wool-
drige, Introductory Econometrics (cincinnati: south-Western college Publishing, 2000), 190–91.
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in government employment equal to 0.8 percent of the employed labor 
force. this number is all the more meaningful when we consider that 
the average level of government employment for all the countries in 
our sample is around 19 percent of the employed labor force.

What about the effects of changes in government employment? 
take the government employment levels in two countries we used as 
illustrations in previous sections: the u.s. and sweden. figure 4 shows 
government employment to be around 15 percent of the employed la-
bor force in the u.s. and around 30 percent in sweden. the effects 
of government employment can be illustrated by assessing the conse-
quences in terms of inequality of increasing the levels of government 
employment in the u.s. to the levels founds in sweden. this increase 
in government employment in a country with low corporatism would 
result in a decrease equal to 0.17 in the 50-10 ratio. table 1 shows the 
mean for the 50-10 ratio in the u.s. to be around 2.00. increasing the 
levels of government employment in the u.s. to the levels in sweden 
would therefore take the 50-10 ratio in the u.s. to 1.83, a 9 percent 
decrease that would make the level of inequality in the u.s. similar to 
the average in the u.K.78

i explained above that expectations regarding welfare state generos-
ity were more ambiguous. While traditional partisanship views would 
lead us to expect left government to be associated with more generous 
welfare states, the insider-outsider framework would imply the lack of 
any association. the results in figure 7 suggest that insider-outsider 
differences may be more significant than usually recognized.79 Left 
government is not a significant determinant of welfare generosity in 
countries with low corporatism. in countries with high corporatism, 
the relationship is actually reversed. Governments that are more leftist 
are associated with less generous welfare states. the relationship be-
tween welfare state generosity and inequality is, however, unexpected. 
While the claims in figure 1 imply that higher levels of welfare state 
generosity would decrease inequality at the lower half of the wage dis-
tribution (regardless of the levels of corporatism), the results in figure 
7 show that this is not the case. Welfare state generosity is an insignifi-
cant determinant of inequality whether corporatism is high or low.

78 the same increase in a country with high corporatism would promote a similar although less 
substantial decrease in inequality, but, as mentioned above, left government is not associated with more 
government employment in these countries.

79 it is important to point out, however, that this is not an ideal measure of welfare state generosity 
for testing an insider-outsider argument. the variable capturing social transfers in this analysis is too 
aggregate and it includes portions (like old-age benefits) that would mostly benefit insiders.
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the results for the relationship between government partisanship 
and the generosity of the welfare state seem to partially support an 
insider-outsider argument about the influence of left parties on so-
cial policy. But the findings for the lack of an association between the 
generosity of the welfare state and inequality in the lower half of the 
wage distribution are surprising. it could be argued that the results are 
a consequence of the measure for welfare state generosity used in this 
article. i explained above that it is common to measure welfare state 
effort by focusing on the levels of social policy as a percentage of gdp. 
i also presented some reasons why i consider the measure of welfare 
state generosity used in the analysis to be better (since it measures not 
only the supply of but also the demand for social policy). i reproduced 
the analysis presented in figure 7, in any case, with a measure of welfare 
state generosity that captures only social transfers as a percentage of gdp. 
this alternative analysis confirms the results presented in figure 7.80

in figure 1 the relationships involving statutory minimum wages 
were expected to vary according to the levels of corporatism. While 
statutory minimum wages were to promote lower inequality with low 
corporatism, the actions of the social partners made the effects of mini-
mum wages insignificant with high corporatism. Governments were 
expected to mirror these effects and only promote minimum wages 
when they would affect the economy: in low corporatism countries. 
the results in figure 7 present a remarkable amount of support for 
these hypotheses. When corporatism is low, government partisanship 
significantly affects minimum wages and minimum wages significantly 
affect inequality. When corporatism is high, government partisanship 
is significant but the coefficient (although very small) is negative, in-
dicating that left parties promote lower levels of statutory minimum 
wages. minimum wages, in any case, are insignificant as a determinant 
of wage inequality with high corporatism.81

figure 7 illustrates the statistical significance of the findings but 
it does not provide an intuitive interpretation of their effects. i will 
therefore produce estimates of the substantive effects of these variables 
as i did with the results for government employment. once again, i 
will illustrate the effects of government partisanship by considering 

80 results available from the author.
81 it could be argued that governments influence the minimum wage even if they do not set a 

statutory level and that they can influence the wage demands of social partners. the analysis above 
is reproduced with a dependent variable reflecting minimum wages (whether statutory or the result 
of collective bargaining) as a percentage of average wages. they confirm the results discussed in this 
section.

WPv60-3.01.ruida.349_389.indd   380 9/3/08   10:38:50 AM



 left government, policy, and corporatism 381

an electoral victory that would make a left party (with the ideological 
characteristics of the swedish social democratic Party in 1994) move 
from the opposition to single-party government. as pointed out above, 
if the left party substituted a completely centrist party in government, 
the government partisanship measure would increase from 0 to 24. ac-
cording to the estimates in figure 7, this increase in government par-
tisanship in a country with low corporatism would result in an increase 
in the statutory minimum wage equal to 2.4 percent of the average 
wage. this number may not seem large, but we must remember that 
the average statutory minimum wage for all the countries in our sample 
is around 18 percent of the average wage. in a county like the united 
states, where the minimum wage has often been as little as 32 percent 
of the average wage, an increase of 2.4 percent is significant.

We can demonstrate the substantive effects of changes in the mini-
mum wage on inequality in a similar fashion. We will focus on two of 
the countries used as illustrations in figure 6: the u.s. and france. 
figure 6 shows minimum wages to be around 40 percent of average 
wages in the u.s. and around 60 percent of average wages in france. 
the effects of minimum wage levels can be illustrated by assessing the 
consequences in terms of inequality of increasing the statutory mini-
mum wage in the u.s. to the average in france. in a country with low 
corporatism, this increase would result in a decrease equal to 0.050 in 
the 50-10 ratio. the effects of the minimum wage on inequality are 
clearly not as significant as those of government employment, but they 
are still substantial. as mentioned before, the average for the 50-10 
ratio in the u.s. during the period under analysis was around 2.00. in-
creasing the statutory minimum wage in the u.s. to the level in france 
would therefore mean a 2.5 percent decrease in inequality at the lower 
half of the wage distribution.

i have provided above an explanation of effects that are both statisti-
cally and substantively significant. one more issue needs to be addressed, 
however. the results above could be criticized for containing control 
variables that can possibly be related to the dependent variable. it is not 
difficult to imagine reasons why unemployment, private service em-
ployment, or female labor-force participation, to name but a few of the 
control variables, could themselves be affected by either policy or levels 
of inequality. it would be impossible to take into consideration all pos-
sible sources of endogeneity. But i can provide some sensitivity tests 
that will support the robustness of the findings to alternative specifica-
tions of the model. i do this by rerunning the analysis and eliminating 
one control variable at a time. for the results in figure 7, i run twelve 
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regressions in total, three for the determinants of policy and three for 
their effects on inequality for both high and low levels of corporatism. 
all these regressions are rerun in figure 8 while one control variable 
at a time is eliminated from the model. the figure reports the ranges 
for coefficients and z statistics found in these different combinations 
(extreme bounds).82 the results suggest that the statistical significance 
and the substantive effects shown in figure 7 are in fact reasonable. the 
extreme bounds analysis corroborates the discussion of figure 7.83

to fully understand the relevance of policy, it is finally important to 
assess what the direct influence of government partisanship is. figure 9  
provides the results of a regression of government partisanship, cor-
poratism, and their interaction (plus the control variables mentioned 
above) on inequality.84 in this analysis, we ignore the intermediating 
role of policy and assess the direct effect of left government on inequal-
ity. the expectation here is that the importance of the relationships 
explored in figure 7 will be confirmed. the influence of the interaction 
with corporatism is expected to be significant enough to influence the 
aggregate relationship between government partisanship and inequal-
ity. figure 9 shows that this is the case. Left government promotes 
equality only when corporatism is low.

Conclusions

it is perhaps appropriate to conclude by briefly summarizing the main 
points. the article focuses on the relationship between government 
partisanship, policy, and earnings inequality at the lower half of the 
wage distribution. the analysis was motivated by the absence of gov-
ernment partisanship effects on inequality previously found in the lit-
erature. my expectations were theoretically derived from emphasizing 
the importance of policy and from conceptually differentiating between 
government partisanship and the role of institutions. i first explained a 
set of theoretical reasons why some policies should be affected by gov-
ernment partisanship (and should themselves affect wage inequality) 
and some others should not. i then focused on the role of corporatism 
as a factor mediating the influence of leftist governments.

i emphasize two main conclusions. the first concerns the impor-
tance of government employment as an instrument that governments 

82 for a similar analysis, see Lane Kenworthy, “corporatism and unemployment in the 1980s and 
1990s,” American Sociological Review 67 ( June 2002).

83 results available from author.
84 results available from author.
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Figure 8 
Extreme Bounds Analysisa

aall entries are ols estimates. numbers in bold are estimated coefficients; numbers in parentheses 
are z statistics (calculated with panel-corrected standard errors); asterisks summarize p-values from 
two-sided z-tests (^ if significant at 10% level, * at 5% level, ** at 1% level).
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use to affect inequality. the influence of left government on public em-
ployment, on the one hand, and the influence of public employment on 
inequality, on the other, has received little attention in the comparative 
political economy literature. While many authors have focused on the 
potential role of social policy in reducing wage differentials, the more 
direct effects that governments can have as employers have been gener-
ally disregarded. and yet government employment emerges from this 
article’s results as a very important tool that partisan governments use 
in trying to reduce inequality at the lower half of the wage distribution 
when corporatism is low. the lack of attention paid to government em-
ployment is in direct contrast to that dedicated to the generosity of the 
welfare state. in this case, however, this article’s results seem to suggest 
that social transfers (whether measured in relation to the nonworking 
population or not) do not contribute significantly to the compression 
of differentials in the lower half of the earnings distribution.

the second conclusion concerns the (not necessarily intuitive) argu-
ment that left governments do not promote policies to affect outcomes 
that the social partners had already “taken care” of. it is important to 
point out that the argument made about the relationship between cor-
poratism and left government contradicts the generally accepted wis-
dom about left power. an influential strand of the literature in com-
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parative political economy argues that corporatist structures and left 
government act in synergy to promote certain political and economic 
outcomes.85 my results show that the virtuous cycle of corporatism and 
left government works in a different way. it is not necessarily the case 
that the actions of corporatist partners and left governments reinforce 
each other. regarding inequality at the lower half of the wage distribu-
tion, i show that the relationship between left governments and corpo-
ratism is sometimes complementary: when institutions cannot provide 
enough equality, the policies promoted by left governments pick up the 
slack.

admittedly, the analysis in this article represents an oversimplifica-
tion of the relationship between government partisanship and corpo-
ratism. it has treated corporatism as an exogenous variable, a set of 
stable institutional constraints that affect left government. in this re-
spect, the analysis reproduces the approach of most existing analyses 
of inequality in industrialized democracies.86 it is, however, clear that 
corporatist structures, although stable over time, are deeply connected 
to developments in government partisanship. not only do left govern-
ments affect inequality directly, but they can also promote corporatist 
structures that may have more of an effect on labor-market inequali-
ties in the long run. in this respect, as rightly argued by Wallerstein 
and Western, empirical studies “that treat wage-setting institutions as 
exogenous, i.e. virtually all existing studies, are attempting to draw in-
ferences from biased estimates.”87 an important question for further 
research, therefore, is whether endogenizing the relationship between 
corporatism and left government affects our understanding of the de-
terminants of wage inequality.

finally, what does this analysis mean for low-wage inequality in the 
future? numerous authors have noted that centralized wage bargaining 
and union membership have experienced important declines in many 
oecd countries. Pontusson, rueda, and Way argue that these institu-
tional developments have not been favorable to wage equality.88 from 
the perspective of the preceding analysis, however, a more positive 
argument can be offered. this article shows that when institutional 
factors become less relevant, government partisanship can pick up the 

85 see, for example, cameron (fn. 26); Katzenstein (fn. 19); michael alvarez, Geoffrey Garrett, and 
Peter Lange, “Government Partisanship, Labor organization and macro-economic Performance,” 
American Political Science Review 85 ( June 1991); Garrett (fn. 40).

86 see, for example, rueda and Pontusson (fn. 8); Wallerstein (fn. 8); Beramendi and cusack (fn. 41).
87 michael Wallerstein and Bruce Western, “unions in decline? What Has changed and Why,” 

Annual Review of Political Science 3 ( June 2000), 374.
88 Pontusson, rueda, and Way (fn. 8).
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slack by promoting the right policies. the countervailing effects of left 
government, therefore, can still produce significant levels of equality 
at the lower half of the wage distribution. the decline of corporatism 
can be an opportunity for government partisanship to become more 
influential.

Appendix 1: Definition of Variables and Data Sources

Government Partisanship
source for all countries but Japan: mcdonald and mendes.89 data for 
Japan created by author using comparative manifestos Project left-
right party index90 and Woldendorp, Keman, and Budge.91

Corporatism
Hicks-Kenworthy composite corporatism measure. it measures busi-
ness centralization, wage-setting coordination, cooperation between 
government and interest groups, tripartite neocorporatism, coopera-
tion between investors and firms, and cooperation between labor and 
management. source: Hicks and Kenworthy.92

Government Employment
Government employees (not including employees of state-owned en-
terprises) as percentage of total employed labor force. sources: oecd 
electronic database; oecd, Historical statistics 1960–1995.

Welfare State Generosity
the percentage share of transfers in gdp relative to the percentage share 
of the nonworking population in the total population. source: author’s 
calculations using data from armingeon et al.93

Minimum Wages
ratio of statutory minimum wage to average wage. source: neumark 
and Wascher.94 for countries where the government does not set the 

89 mcdonald and mendes (fn. 47).
90 Klaus armingeon, Philipp Leimgruber, michelle Beyeler, and sarah menegale, Comparative 

Political Data Set 1960–2002 (Bern: institute of Political science, university of Bern, 2005).
91 Jaap Woldendorp, Hans Keman, and ian Budge, Party Government in 48 Democracies, 1945–1998 

(Boston: Kluwer academic Publishers, 2000).
92 Hicks and Kenworthy (fn. 52).
93 armingeon et al. (fn. 90).
94 david neumark and William Wascher, “a cross-national analysis of the effects of minimum 

Wages on youth employment,” nber Working Paper 7299 (1999).
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minimum wage, the ratio of minimum wage to average wage is set to 
0. following neumark and Wascher, dolado et al., and oecd, canada, 
france, Japan, the netherlands, the u.K. and the u.s. are considered to 
have statutory minimum wages.95 in australia, austria, Belgium, den-
mark, finland, Germany, italy, norway, and sweden, the ratio of the 
statutory minimum wage to the average wage is considered to be 0.

Unemployment
unemployed is measured as percentage of total labor force. sources: 
oecd electronic database; oecd, Historical statistics 1960–1995.

LDC Trade
trade with less developed countries as percentage of gdp, not includ-
ing trade with opec countries. sources: oecd electronic database; oecd 
Historical statistics 1960–1995; and oecd, Monthly Trade Statistics.

Female Labor-Force Participation
female labor force as percentage of total labor force. source: oecd His-
torical statistics 1960–1995.

Private Service Employment
service employment as percentage of total employment minus govern-
ment employment as a percentage of total employment. source: oecd 
Historical statistics 1960–1995.

International Openness
international openness is measured as imports plus exports as percent-
age of gdp. sources: oecd electronic database; oecd Historical statis-
tics 1960–1995.

Financial Openness
financial openness is measured as the sum of the index for restrictions 
on payments and receipts of goods and invisibles, the index for restric-
tions on payments and receipts of capital, and the index for legal inter-
national agreements that constrain a nation’s ability to restrict exchange 
and capital flows. values for 1994 and 1995 were extrapolated. source: 
armingeon et al.96

95 ibid.; dolado et al. (fn. 37); oecd (fn. 38).
96 armingeon et al. (fn. 90).
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97 robert franzese, “the Political economy of Public debt: an empirical examination of the 
oecd Postwar experience” (Paper presented at the Wallis conference on Political economy, north-
western university, chicago, 1998).

Government Debt
Government debt is measured as the level of consolidated central gov-
ernment debt as a percentage of gdp. source: franzese.97

GDP Growth
gdp growth is measured as year-to-year percentage changes. sources: 
oecd electronic database; oecd Historical statistics 1960–1995.

Appendix 2
Regression Results for Figure 7a

 The Determinants of Policy

  Government  Welfare State Minimum 
  Employment  Generosity Wage

cabinet Partisanship 0.047 –0.011 0.001
 (3.12)** (0.59) (2.91)**
corporatism 0.239 –7.185 –0.003
 (0.11) (1.83) (0.07)
cabinet Partisanship –0.095 –0.059 –0.002
*corporatism (3.39)** (1.58) (2.95)**
international openness –0.021 –0.123 –0.001
 (1.43) (3.43)** (2.34)*
financial openness 0.216 –0.107 0.008
 (2.01)* (0.60) (2.63)**
Government debt –0.019 2.456 0.045
 (0.02) (1.52) (1.71)
unemployment rate 0.383 0.476 0.003
 (7.48)** (4.15)** (2.22)*
gdp Growth –0.008 –0.185 –0.002
 (0.20) (2.24)* (1.79)
constant 21.998 17.828 –0.116
 (15.16)** (6.39)** (2.90)**
observations 360 362 339
number of countries 16 16 15
r2 .95 .85 .98
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Appendix 2, cont.

 The Determinants of Inequality

Government employment –0.012 –0.008 –0.010
 (2.58)** (2.42)* (3.57)**
Welfare state Generosity –0.000 0.003 –0.001
 (0.36) (1.00) (0.55)
minimum Wages –0.258 –0.264 –0.347
 (2.33)* (2.49)* (3.13)**
corporatism –0.157 0.102 –0.141
 (0.95) (0.72) (2.38)*
Government employment* 0.004
corporatism (0.76)
Welfare state Generosity*  –0.005
corporatism  (1.24)
minimum Wages*   0.633
corporatism   (2.46)*
unemployment rate –0.003 –0.004 –0.002
 (1.90) (2.24)* (1.15)
ldc trade 0.006 0.005 0.003
 (1.53) (1.34) (0.85)
female Labor force –0.002 –0.002 0.004
Participation (0.64) (0.72) (1.18)
Private service sector –0.002 –0.002 –0.003
 (0.91) (0.69) (1.22)
constant 2.151 1.971 1.903
 (10.20)** (11.10)** (11.06)**
observations 226 226 226
number of countries 15 15 15
r2 .98 .98 .98

aall entries are ols estimates. numbers without parentheses are estimated coefficients; numbers 
in parentheses are z statistics (calculated with panel-corrected standard errors); asterisks summarize 
p-values from two-sided z-tests (* if significant at 5% level, ** if significant at 1% level). estimates for 
country and period dummies are not reported (available from author).
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