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ABSTRACT 
 
 
 

There is an ongoing debate in the literature concerning the impact of democracy 

on welfare spending.  In this study, I argue that the effect of democracy is conditional on 

the degree or extent of democracy and the existence of domestic groups – predominantly 

labor and the elderly – who pressure the government for policy changes.  

In countries where there is a larger high skilled labor force and a more democratic 

government, welfare expenditure is higher because the government will respond to labor 

pressures for broader welfare protection. In countries with a larger elderly population, 

governments will respond with more of a social security and welfare effort. However, in 

countries where the labor force is less organized and the elderly population is weak, 

democratic leaders are more likely to have lower welfare spending and favor more 

orthodox economic policies.  

Finally, new democratic governments and established democratic governments 

have a different relationship with welfare expenditure. While domestic pressures 

condition the role of each regime type, new democracies are fragile, so representatives in 

these regimes may have an even greater response to domestic pressures for welfare 

development. 
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CHAPTER 1: 
 

WELFARE IN LATIN AMERICA 
 
 
 

  The government provision of welfare is of fundamental importance to our 

understanding of poverty, income inequality, unemployment, and long-term economic 

growth. Government intervention in the market is a contentious issue for almost all 

citizens. Those who support welfare expansion believe that welfare services protect 

individuals from market failures through unemployment, sickness, old age, and maternity 

benefits and that health and education services are an investment in human capital. Those 

who support welfare retrenchment argue that these welfare services infringe on individual 

freedoms for accumulating wealth, act as a disincentive for participation in the market 

and hinder economic growth by interrupting the efficiency of the market (Esping-

Andersen 1990; Pierson 2000; Segura-Ubiergo 2007; Pierson and Castles 2000). It is, 

therefore, not surprising that so much comparative research has been dedicated to 

explaining the emergence, development and retrenchment of welfare spending in 

advanced industrialized countries (AICs).  

 AIC welfare state studies have given a lot of attention to the role of economic 

factors in determining the degree of welfare intervention; to the power resources of 

parties and interest groups in determining the welfare effort; to the effect of government 

institutions and structures on welfare provisions; to the influence of trade openness and 

capital flows on domestic groups and their demands for market protection; to the 

increasing age of society and the strain this puts on the welfare state; and to the historical 

dependency and evolution of welfare state development (Boix 2001, 2003; Burgoon 
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2001; Calmfors and Driffill 1988; Cameron 1978; Esping-Andersen and Korpi 1984; 

Esping-Andersen 1990; Flora and Alber 1981; Fuest and Huber 1997; Galasso 2006; 

Heclo 1974; Heller 2003; Hicks and Swank 1992; Huber et al. 1993; Iversen and Cusack 

2000; Korpi 1989; Pampel and Williamson 1989; Pierson 2000; Obinger et al. 2005; 

O'Connor and Olson 1998; Orloff and Skocpol 1984; Rothstein 1992; Shalev 1983a; 

Skocpol and Amenta 1986). 

 These studies make up one of the largest research areas in political economy, and 

accordingly, scholars know a great deal regarding welfare development in Western 

Europe, Australia, the United States, Canada and Japan. More recently, however, 

research has emerged on the causes of welfare intervention in the developing world, 

specifically Latin America and the Caribbean, Africa, East Asia and the post-communist 

countries of Eastern Europe. For the most part, these studies address whether the causes 

of welfare policy emergence and development are the same in these less developed 

countries (LDCs) as those in AICs.  

 Overall, AIC theories do not travel well to the developing world where economic 

crises and regime instability are more common occurrences. As a result, while many of 

the welfare states of developing countries emerged at the same time or even earlier than 

those in the industrialized world, we know less about welfare development in LDCs. 

Uruguay’s first old age and disability welfare policy emerged in 1829 – over 60 years 

before Sweden’s first old age policy – yet we know much more about the evolution of 

welfare in Sweden than we do about social policy development in Uruguay (Social 

Security Programs Throughout the World  2007).1 

                                                
1 Notably, this legislation in Uruguay came before Otto von Bismarck’s legislation in Germany (ca. 1880) 
and he is considered the father of the modern welfare state. Also, it is important to acknowledge that 
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Economic explanations of welfare development in AICs have proven to be among 

the least successful in explaining welfare in LDCs. The “logic of industrialism” thesis 

suggests that technological advances produce a skilled labor force that can no longer 

depend on the traditional ties to family for protection from the market.  Concurrently, 

incomes rise, the middle income strata of the population expands and demands are made 

on the government to redistribute the resources more equitably. Similarly, “Wagner’s 

Law” is an economic explanation of welfare which suggests that the government cannot 

redistribute money unless it has the funding to do so in the first place, and therefore, 

governments have to meet a minimum level of development before welfare development 

can proceed (Boix 2001; Cutright 1965; Esping-Andersen 1990; Hicks 1999; Kerr et al. 

1964; Pampel and Williamson 1989; Skocpol and Amenta 1986; Wagner 1883; Wilensky 

and Lebeaux 1958). However, the causes of welfare development in the developing 

countries of the “global south” are much more complicated than the logic of industrialism 

thesis or Wagner’s law suggest (See critiques of this literature by Collier and Messick 

1975; Flora and Alber 1981; Orloff and Skocpol 1984; Skocpol and Amenta 1986). 

 While welfare development predominantly occurred not long after economic 

development and industrialization in AICs, neither the level of development nor the 

process of industrialization align with welfare development cross-nationally. To continue 

with the Uruguayan example, Uruguay has an extensive welfare system and dedicates a 

similar amount of government expenditure to welfare as that of Sweden even though 

                                                                                                                                            
Sweden, like many AICs, passed poor law legislation in the mid-19th century and these were the first steps 
toward welfare policy in the country. However, the 1891 old age and disability legislation in Sweden is 
considered the first social policy protection program in the country. The early laws in Uruguay were not 
poor laws like those in the United States and much of Europe; these laws were specifically targeted as 
protections for people against old age and disability.  
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Uruguay is much less economically developed and has suffered through many more 

economic difficulties. 

 These economic theories do not offer a satisfactory explanation of welfare 

development in Uruguay or in other LDCs. As a result, I focus on the political 

foundations of welfare development. Foundations that, I maintain, are more generalizable 

cross-nationally. For example, Uruguay is not highly developed, yet it is one of the most 

politically free countries in South America and has a large welfare state (The World 

Factbook  2009), thus making the welfare effort in Uruguay especially interesting from a 

political perspective.  Similarly, the advanced welfare states of the Western world 

developed under years of highly democratic rule.  

 This combination of factors leads to a number of questions regarding the political 

foundations for welfare policy development in not only Uruguay, but in the less 

developed world more generally and cross-nationally. Why have some governments so 

extensively intervened in the welfare of their citizens while others have emphasized more 

orthodox economic policies? Do democratic governments and authoritarian governments 

spend similar amounts on welfare programs or are democratic governments more likely 

to make an effort to provide welfare services to their people? 

 The political factors that affect the welfare effort in a country have received a lot 

of attention in previous research, but the conditionality of that effect on domestic pressure 

groups and the degree of democracy are understudied areas in the welfare literature for 

both AICs and LDCs. In an attempt to broaden our understanding of the welfare effort, 

this dissertation emphasizes those two factors by not only evaluating the role of 
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democracy, but also the role of transitional democracy and the conditionality of those 

roles upon the concurrent domestic pressures in twenty Latin American countries. 

 Using theoretical a framework derived from the social movements literature, I 

argue that the ability to influence policy is dependent upon the organization and resources 

of groups in society as well as the existence of opportunity structures that allow these 

groups to influence policy. The existence of a democratic government increases the 

opportunity for domestic groups to influence policy. Perhaps more importantly, however, 

this relationship is reciprocal. Not only is the effectiveness of domestic groups influenced 

by regime type, but the effect of regime type is only evident when considering the 

differential pressures governments face from these domestic groups (for examples of the 

social movements literature, see the following works: Costain 1992; Kitschelt 1986; 

Tarrow 1998; Tilly 1978).  

 In this study, I focus on pro-welfare domestic pressures from labor and the elderly 

and how these pressures condition the effect of regime type. If labor and the elderly have 

the resources and organization to overcome problems of collective action, they are more 

likely to successfully influence welfare policy. The degree of success, however, is 

contingent on regime type. If the country is democratic (either a new or an established 

democracy), then these domestic groups have a greater opportunity to influence welfare 

policy. 

 The use of this framework is not only a contribution to the literature on regime 

type and welfare provisions, but also directs future research in numerous other areas 

within comparative and American politics. To speak broadly regarding research areas that 

may benefit from this framework, future research on regime type effects, government 
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institutions (e.g., the type of legislature and the degree of federalism), and studies on 

interest groups and domestic pressures could all employ a similar framework to the one in 

this dissertation. Studies on interest groups and domestic pressures could evaluate the 

role of opportunity structures (such as regime type) in influencing the effectiveness of 

these groups. Similarly, research on regime types and government institutions could 

evaluate the role of domestic pressures in conditioning the effect of these opportunity 

structures on numerous policy areas and outcomes.  

OVERVIEW OF THE LITERATURE 

 While prior research has suggested that the relationship between regime type and 

welfare is inconclusive, theoretical claims concerning this relationship have been popular 

for decades. There are two divergent theoretical arguments concerning the impact of 

democracy on the welfare effort. In comparison to this manuscript, these two prior 

schools of thought both rely on arguments regarding whether democracies are 

accountable to, and therefore, representative of, the masses or certain constituencies 

without adequately addressing these causal mechanisms – theoretically or 

methodologically. In addition, these claims have ignored the role of new or transitional 

democracy in influencing the welfare effort of a country. 

The first pertinent regime argument emerged in the 1970’s with Charles 

Lindblom’s “privileged position of business” theory.  According to Lindblom, under 

capitalist democracy (or polyarchy) business elites hold a “privileged position” and this 

gives them extensive power over government policy – i.e., democracy is government by 

elites. Competition for representation is limited because elites will only be asked for 
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policy changes that they are willing to support (this is Lindblom’s concept of 

“constrained volitions”) (Dahl 1972; Lindblom 1977).  

Capitalists prefer more orthodox economic policies and less social protections in 

order to protect business profits, they are better represented than other constituencies, 

and, consequently, democracy is unable to distribute social and economic justice (Dahl 

1972; Dahl and Lindblom 1953; Lindblom 1977, 2001).2 Although Lindblom does not 

extend his analysis as a comparison across regime types, his work suggests that capitalist 

have privileged powers over campaign spending and other political areas. Capitalists may 

be better represented under democracy than labor, and, as a result, democracy may be 

associated with a smaller welfare effort than other regime types.3  

A second regime explanation grew from normative claims regarding the 

egalitarian policy outcomes of democratic political processes (See Cnudde and Neubauer 

1969; Parkin 1971;  and a discussion of this literature by Jackman 1975). From these 

normative ideas about democracy, empirical research on politics and welfare in AICs 

emerged, which suggested that governments are more likely to have higher social 

spending when they are more politically accountable to their citizens (henceforth called 

the “political accountability” theory). Democratic countries are more responsive to public 

or electoral pressure because the representatives are held accountable for their policy 

decisions through the electoral process, and accordingly, these representatives are more 

likely to increase social spending and consumption in an attempt to increase social 

equality and improve their chances of political survival.  Embedded in this theory is the 

                                                
2 It is important to note that Lindblom is not discussing social welfare policies in particular but economic 
policies in general. 
3 Sloan and Tedin’s (1987) work uphold this argument by demonstrating that communist regimes provide 
more health protections than democratic regimes. 
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assumption that, on average, the electorate prefers welfare expansion, and therefore, 

democratic representatives must increase the welfare effort in order to be reelected 

(Cutright 1965; Jackman 1975). 

More recent LDC works have attributed the relationship between democracy and 

welfare to the inclusion of low income voters into the political process, and as a result, a 

shift of median voter preferences toward welfare expansion (De Mesquita et al. 2003; 

Meltzer and Richards 1981; Segura-Ubiergo 2007). Representatives in democratic 

governments appeal to this electorate with competing redistributive packages as the 

supply side of a supply/demand relationship between politicians and voters (Haggard and 

Kaufman 2008).  

In addition, these theories suggest that, unlike democratic governments, 

authoritarian governments have more independent elites and these elites are not as reliant 

on public support for their political survival. While nondemocratic regimes redistribute 

income, they usually do so to only small segments of society as opposed to the electorate 

as a whole. As a result, these nondemocratic regimes are associated with less social 

redistribution than democratic governments who face electoral competition and are 

attempting to gain or maintain support from as many voters as possible (Ames 1987; 

Avelino et al. 2005; Bueno de Mesquita et al. 2003; Cutright 1965; Dornbusch and 

Edwards 1991; Haggard and Moon 1990; Haggard and Kaufman 2004, 2008; Huber et al. 

2008; Kaufman and Segura-Ubiergo 2001; Malloy 1987; Meltzer and Richards 1981; 

Segura-Ubiergo 2007; Skidmore 1977; Tufte 1978). 

A few of these studies compare democracy to other typologies of regimes such as 

communism, traditional authoritarian, and bureaucratic authoritarian, while most others 
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analyze democracy as a dichotomous concept (i.e., either democratic or nondemocratic) 

or suggest that accountability increases with the level of democracy. These findings, 

however, are extremely mixed and inconsistent in both AICs and LDCs regardless of how 

regime type is conceptualized or operationalized.  

Some findings suggest that communist regimes actually spend more than 

democratic regimes. For example, John Sloan and Kent Tedin (1987) suggest that 

democracy is second to communism in health expenditure, but democratic regimes are 

associated with higher social spending in comparison to other types of authoritarian 

regimes. Other findings suggest that there is no substantial difference between social 

spending in democracies and nondemocracies (Kaufman and Segura-Ubiergo 2001). 

Domestic political factors have a limited impact on social spending and what little effect 

regime has is highly dependent on the region and type of social programs included in the 

study (Haggard and Kaufman 2004; Kaufman and Segura-Ubiergo 2001; Segura-Ubiergo 

2007).    

Therefore, the statistical evidence does not lend support to either of these schools 

of thought. If we can draw any conclusions from the previous literature it is that more 

democratic governments in Latin America may spend a greater amount on education 

programs than authoritarian regimes (Avelino et al. 2005). However, the LDC literature 

as a whole suggests that authoritarian governments in Latin America spend very similar 

amounts on social programs as that of more democratic governments; that the effect of 

democracy is only evident in East Asia; that health expenditure is not influenced by 

regime type in any region; that the effect of democracy is dependent on the time period 

under study; and that there are some circumstances in which authoritarian regimes are 
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associated with greater redistributive efforts than democratic governments (Haggard and 

Kaufman 2004, 2008; Huber et al. 2004; Kaufman and Segura-Ubiergo 2001; Segura-

Ubiergo 2007; Skidmore 1977; Sloan and Tedin 1987).4 All in all, the political 

accountability thesis receives little support.  

Even though there is little evidence to support the political accountability 

argument, it is an intuitively plausible theory.  I do, however, take issue with two basic 

assumptions in the literature and attempt to extend this literature by evaluating the 

validity of these assumptions. First, the assumption that the population on average or that 

the median voter is necessarily pro-welfare is problematic. The lack of consistent 

empirical evidence to support the political accountability thesis in previous research is 

partially due to this assumption.  

In fact, welfare preferences are not invariant across groups in society and leaders 

face a number of organized and competing constituencies regarding social policies (Ames 

1987).  Governments cannot easily differentiate the average of these preferences and they 

cannot respond to all interest groups when their policy preferences are in opposition to 

one another.  Therefore, in chapters two and three, I extend the politically accountability 

argument by evaluating how domestic pressures condition the effect of regime type. I 

argue that democracies are only associated with a larger welfare effort if pro-welfare 

domestic groups are able to successfully pressure the government for their welfare 

preferences over those of competing anti-welfare groups. 

                                                
4 There is one major exception. Huber, Mustillo and Stephens (2008) find that democracy has minor long-
run effects on all types of social expenditure by using democratic institutionalization (as opposed to 
democracy) and a partially differenced model instead of one of the standard approaches (lagging the 
dependent variable or using a first differenced model). 
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Second, the assumption that new democracies and established democracies have 

the same effect may also be problematic and bias the results in the previous literature. As 

opposed to established democracies, new democracies are highly unstable regimes and 

democratic representatives in these governments are concerned with not only their 

electoral survival, but also the survival of the regime as a whole. As a result, these 

representatives should be more responsive to domestic demands than those in established 

democracies (Gasiorowski and Poptani 2006; Haggard and Kaufman 1995; Kaufman and 

Stallings 1989; O'Donnell and Schmitter 1986). Therefore, in chapter four, I extend the 

political accountability argument in a new direction. In this chapter, I evaluate the role of 

new democracies under varying pressures from the labor population. 

DOMESTIC PRESSURES  

This paper is the first to test the effect of both democracy and new democratic 

governments given the varying and conflicting domestic pressures for welfare policy that 

leaders face. In doing so, I am questioning the assumption that the population on average 

or the median voter necessarily prefers greater welfare expansion. Instead, I argue that 

democracy and new democratic governments are only associated with welfare expansion 

when pro-welfare domestic groups pressure the government for a larger welfare effort. 

In this respect, the study closest in spirit to this manuscript is that of Brown and 

Hunter (1999), which, to my knowledge, is the only quantitative study of the contingent 

effects of democracy on social spending. Using 17 Latin American countries, they argue 

that the effect of regime type is contingent on economic constraints. Authoritarian 

governments are more likely than democratic regimes to cut social spending during times 
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of economic hardship, but, given times of economic growth, authoritarian governments 

are faster at increasing social spending (Brown and Hunter 1999).5  

In this study, I focus on the domestic political foundations for welfare 

development rather than economic factors because, as the previous Uruguayan example 

demonstrated, economic development and growth cannot sufficiently explain welfare 

development in the developing world. In addition, I focus on political interactions 

because more democratic governments are more likely to be influenced by the people 

who put them in power than by the economic situation alone. For these reasons, I argue 

that regime type plays a central role in how responsive governments are to domestic 

pressures for welfare development.  

I refer to pressures on government from interest groups who prefer welfare 

expansion as domestic pressures or social pressures and I use these terms (i.e., “domestic 

pressures” and “social pressures”) interchangeably because domestic pressures are 

pressures from interest groups in domestic society as opposed to international pressures 

from other countries or from international organizations. In addition, a lack of social or 

domestic pressures from interests groups suggests a lack of pro-welfare influence on 

government. 

Theoretically, one could also look at the effect of anti-welfare pressures and how 

they condition the role of regime type in welfare expenditure. However, in keeping with 

the existing literature, I focus on pro-welfare domestic pressures because there are no 

aggregate measures of elite or military pressures available (both of which are often anti-

welfare pressures). This is an unavoidable problem in the literature that, ideally, will be 

                                                
5 Haggard and Kaufman (2008) make a similar argument in their primarily qualitative study on the path 
dependent relationship between democracy, development and welfare provisions.  
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addressed in future work on domestic pressure groups and how they condition the effect 

of democracy. Notably, in the first iterations of the analyses, I included the percent of the 

population that is protestant as an anti-welfare pressure, the percent of the population that 

is catholic as a pro-welfare pressure and the percent of the population that is unemployed 

as a pro-welfare pressure, yet none of these were significant in the following models, and 

therefore, have been dropped from the analyses (Esping-Andersen 1990; Iversen 2005; 

Weber 2003).  

Therefore, in this dissertation, I focus on the urban working class and the elderly 

population as the two main pro-welfare domestic pressure groups. As previously 

acknowledged, labor and the elderly are not the only two domestic groups that exert 

pressures on representatives for welfare expansion, however, they are both prominently 

discussed in the AIC literature, and are theoretically notable sources of domestic 

pressures for welfare.  

In chapter two, I focus on the role of the labor population in conditioning the 

effect of democracy on the welfare effort. The class conflict and power resources 

literature in AICs have long suggested that urban blue-collar workers prefer greater social 

protection from the market across all welfare areas. The working class has less job 

security, so they are willing to trade off higher inflation for less unemployment and 

higher taxes for unemployment relief (Hibbs 1977; Hibbs and Jess Madsen 1981; Korpi 

1983, 2000; Rudra 2002; Rudra and Haggard 2005).  The ability of labor to organize in 

large numbers and their links to government (i.e., wage bargaining power, corporatism, 

and unionization) is strongly associated with welfare expansion cross-nationally 

(Calmfors and Driffill 1988; Cook 1998; Dornbusch and Edwards 1991; Esping-



 14 

Andersen 1990; Esping-Andersen and Korpi 1984; Fuest and Huber 1997; Huber et al. 

2008; Korpi 1983, 2000; Korpi and Shalev 1979; McGuire 1999; O'Connor and Olson 

1998; Rothstein 1992; Rudra 2002; Shalev 1983a, 1983b; Western 1994).  

The effect of the working class on welfare expenditure, however, is determined by 

not only the resources and organization of the labor sector (as this previous research has 

discussed), but also the opportunity to influence government policy. When the regime is 

democratic, labor has a greater ability to influence policy because representative will 

respond to these pressures in an attempt to insure their political survival.6 If the working 

class is extremely weak and disorganized, then they lack the resources to successfully 

pressure the government for welfare provision. If the working class has the resources to 

combat the interests of business, then democratic governments will respond with greater 

welfare protection in all welfare areas. 

Similarly, in chapter three, I evaluate whether the proportion of the elderly 

population is associated with welfare expenditure. The growing elderly population has 

become a potentially influential pressure for social security and welfare (SSW) and health 

expenditure in the developed world and in some developing countries. Since the 1800s, 

the world’s aged population has increased from less than three percent to almost eight 

percent, thereby increasing the resources of this population and increasing the pressure 

for welfare provisions to protect this population from the forces of the market. 

I argue that this growing elderly population is concerned with their ability to 

retire, receive unemployment if they lose their jobs, and to afford the higher health costs 

that come with old age. These are areas that most directly affect the aged population’s 

                                                
6 This argument is derived from the social movements literature on resources, organization and opportunity 
structures. See Amenta et al. (1992); Costain (1992); Kitschelt (1986); Tarrow (1998); and Tilly (1978) for 
more information. 
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ability to survive outside of participation in the market (Esping-Andersen 1990; Galasso 

2006; Pampel and Williamson 1985). They prefer greater welfare protection in these 

areas, but are less concerned with education expenditure. The aging of societies is 

increasing the proportion of the elderly population, and, thereby, increasing their ability 

to influence government policies in these areas. This larger elderly population is able to 

pressure leaders for a greater welfare effort in the social security and welfare (SSW) and 

health areas when the country is democratic, but should have no or little effect on 

education expenditure. 

It follows that the first theoretical contribution of this dissertation is to suggest 

that as a country becomes more democratic, it becomes more politically accountable to its 

citizens, and, therefore, is associated with higher levels of social expenditure when social 

pressures from labor and the elderly exist; otherwise, democratic regimes spend similar 

amounts as that of nondemocratic regimes. As opposed to the political accountability 

literature, I demonstrate that democracy is only associated with higher levels of social 

expenditure when the government faces social pressures from groups that prefer broader 

welfare provisions (i.e., labor and the elderly); otherwise, democracy is related to low 

spending (see Table 1.1). 

 
Table 1.1: The Effect of Regime Type and Domestic Pressure on the Welfare Effort 

Regime Type Domestic Pressure Lack of (Pro-welfare)  
Domestic Pressure 

AUTHORITARIAN Low Low 

DEMOCRACY High Low 
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In each of these chapters (both two and three), I suggest that authoritarian 

governments are much less responsive to these social pressures for welfare policy change 

because they receive power from only a small selectorate of the country. Therefore, their 

survival is less dependent on how well they represent societal preferences (De Mesquita 

et al. 1999; De Mesquita et al. 2003). In addition, nondemocratic governments often 

repress these pressure groups rather than responding to them with policy changes or 

expenditure increases (Cook 1998; Drake 1996; Hendersen 1991; Pion-Berlin 1986).  

Hence, nondemocratic regimes are associated with low levels of social expenditure 

regardless of domestic pressures (see Table 1.1 above). 

NEW DEMOCRATIC GOVERNMENTS  

In the previous political accountability literature, the effect of new democratic 

governments has also been neglected. As a result, the second extension to the political 

accountability literature that I address in this dissertation is to evaluate the effect that 

transitional democracy has on the welfare effort under varying labor pressures. Prior 

studies have failed to evaluate the role of new, unstable democracies and whether the 

popular upsurge that occurs with democratization makes welfare spending increases 

necessary in order to insure the regime’s survival. This dissertation is the first welfare 

study to address the role of these new democracies under domestic pressures.  

Specifically, in chapter four, I test the impact of transitional democracy under 

varying labor pressures in order to assess whether new democracies are associated with 

even higher levels of social expenditure than established democracies and 

nondemocracies. Under transitional democracy, the society is undergoing a transition 

itself.  There has been a quick and deep opening up of the government process, so the 
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size and make up of the electorate has drastically and rapidly increased from that of a 

small selectorate to the population as a whole. In addition, the economic blunders of the 

prior government in combination with the population’s inability to make demands on the 

government has precipitated a state of disproportionately high claims for or feelings of 

entitlement to welfare protection from many domestic groups (Lipsmeyer 2002). Finally, 

these new regimes lack institutionalization, so they are unstable and somewhat fragile 

(Gasiorowski and Poptani 2006; Kaufman and Stallings 1989; O'Donnell and Schmitter 

1986).  

As a result, the government is too weak to ignore these domestic pressures 

without threatening the survival of the entire regime. For these reasons, prior research 

suggests that these new democratic regimes are associated with heterodox economic 

policies and no fiscal restraint. These regimes are highly responsive to their constituents 

at the expense of their economic performance. This phenomenon was evident in Latin 

America – under transitional regimes there was a popular upsurge and a corresponding 

increase in strikes and riots (Haggard and Kaufman 1995; O'Donnell and Schmitter 

1986).   

 
Table 1.2: The Effect of Transitional Democracy on the Welfare Effort 

Regime Type Social Pressure Lack of (Pro-welfare) 
Social Pressure 

AUTHORITARIAN Low Low 

DEMOCRACY High Low 

TRANSITIONAL DEMOCRACY Higher Low 
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In short, these governments are concerned for their political survival and the 

survival of the regime, and they face exceedingly high demands to provide protections 

from the market from a constituency that helped bring them to power (i.e., labor). I, 

therefore, hypothesize that transitional democracy will be associated with higher welfare 

expenditure than democracy or authoritarian regimes across all types of welfare programs 

(see Table 1.2 on page 17).  

In each chapter, I evaluate these factors across three types of welfare protection: 

social security and welfare (SSW), education, and health.7  Labor and the elderly may 

pressure the government for higher social spending in only specific welfare program 

areas, and, therefore, disaggregated models are especially important for a study like this 

one that evaluates the role of domestic pressures (Kaufman and Segura-Ubiergo 2001).  

Evaluating these models separately will allow me to analyze the effect of democracy, 

labor, the elderly, and transitional democracy in each welfare area and assess whether any 

of these factors have a greater effect on one specific welfare area over the others. My 

expectations, explained on the following page, are summarized in Table 1.3. 

 
Table 1.3: Regime Type Effects on Each Welfare Area 

Welfare Program Democracy & 
Labor 

Democracy & 
Elderly 

Transitional 
Democracy & 

Labor 

Social Security & 
Welfare (SSW) High  High High 

Education High Null High 

Health High High High 

                                                
7 The social security and welfare variable includes benefits for old age, sickness, maternity, unemployment, 
invalidity, survivors, health care, work injury and family allowance. 
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As previously noted, I expect to find that labor pressures under democratic 

governments have a positive effect on the welfare effort across all three categories 

because the labor population supports welfare expansion in all three areas. In contrast, the 

elderly population is predominantly concerned with retirement benefits and health 

services because these are immediate concerns for their ability to survive outside 

participation in the market. As a result, they are more likely to pressure the government 

for a greater welfare effort in these two areas, but not necessarily for education services. 

Finally, I expect that transitional democracy has an influence on all three types of welfare 

programs because the constituents of new democracies feel entitled to greater welfare 

provisions overall in order to alleviate the economic problems that they suffered through 

under the prior regime (see Table 1.3). 

LATIN AMERICA IN COMPARATIVE PERSPECTIVE 

Previous literature has ignored the conditional effect of regime type and the role 

of transitional democracy on welfare spending. Instead, the growing literature on the 

determinants of welfare spending in LDCs has focused on democracy alone and 

concluded that democracy does not have a consistent effect on social spending.  As 

previously discussed, the evidence for any substantial relationship between democracy 

and the welfare effort is limited to East Asia and the former socialist countries.  In 

addition, democracy does not have a substantial effect on health programs in East Asia 

and, if the relationship exists at all in Latin America, it merely influences education 

programs (Avelino et al. 2005; Brown and Hunter 1999; Haggard and Kaufman 1992, 

2004; Haggard and Rudra 2005; Segura-Ubiergo 2007).  
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In contrast to these previous studies, I argue that democratic regimes are 

consistently related to welfare expenditure, but that this effect is conditional on domestic 

pressures. In addition, I suggest that transitional democratic regimes have a greater 

response to these pressures for welfare redistribution than that of democratic or 

authoritarian regimes. 

 While theoretically these arguments should hold cross-nationally, evaluating these 

theories in Latin America is interesting and appropriate for a number of reasons. Perhaps 

most important, however, are the many political changes that Latin American countries 

have experienced. To test the theoretical arguments I have outlined, it is important to 

examine a region with considerable variation in regime type, the organizational capacity 

of labor, and the size of the elderly population. However, AICs have been consistently 

democratic throughout their welfare development and AICs have had stronger labor 

populations and larger elderly populations relative to the rest of the world. Conversely, 

Latin America is an ideal region for this study because, in the last three decades, Latin 

America has experienced major political changes – in not only the structure of 

governments, but in all of these ways (Kaufman and Segura-Ubiergo 2001; Rudra 2002; 

World Development Indicators"  2007).  

 First, regime transitions have frequently occurred in Latin America over the last 

fifty years. Latin America has experienced two major trends or waves of regime 

transitions since the 1960s. The 1964 coup d'état in Brazil was the beginning of a wave of 

military regime transitions, many of which lasted until the 1980s. Then, in the 1970s and 

1980s, Latin America underwent a second wave of regime transitions; this one was 

toward democracy (Seligson 1987). For example, Brazil was authoritarian from 1964 to 
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1985 when José Sarney took office, so it has experienced fifteen years of authoritarian 

rule, five years of transitional democracy and almost nineteen years of democracy since 

1964. Argentina is an extreme example because it has recently experienced two long-

lived authoritarian regimes, two transitional democracies and one long-standing 

democratic regime that is the current government today. Conversely, Costa Rica is the 

rare exception at the opposite extreme in Latin America. It has been highly democratic 

since the late 1800s. 

The labor sectors in Latin America also vary greatly from some of the strongest in 

the world to some of the weakest. Brazil has a fairly strong labor sector – one of the 

strongest in Latin America and stronger than labor in many East Asian countries, yet 

Bolivia, Honduras and Peru have weak labor sectors – almost as weak as that of 

Indonesia (one of the weakest in the world). Therefore, there is a lot of cross-national 

variation in the strength of the labor sectors in Latin America. In addition to this cross-

national variation, many Latin American countries also have a lot of within country 

variation in the strength of the labor population. For example, Brazil’s labor population 

has historically been fairly weak, but began gaining strength in the 1990s (Collier and 

Collier 1979; McGuire 1999; Rudra 2002; Valenzuela 1989).  

Finally, the percent of the aged population in Latin America varies greatly across 

time and cross-nationally. It is representative of some of the smallest and largest 

percentages in the world today as well. For example, Brazil’s aged population makes up 

an average of 4.5 percent of the population from 1970 to 2005, but the elderly population 

in Uruguay makes up an average of 11.3 percent in this same time period. Therefore, 

Brazil’s elderly population is comparable to that of AICs in the mid-1800s, while the size 
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of the elderly population in Uruguay is equivalent to that of AICs today. All of these 

variations in regimes and the strength of domestic pressure groups make Latin America 

an interesting region and the best region to study for this research project. 

 

 More generally speaking, Latin America is an interesting region because, unlike 

other regions in the world, welfare programs in these countries are representative of the 

welfare effort around the world. Latin American countries range from some of the highest 

welfare efforts in the world to some of the lowest. Uruguay and Costa Rica have 

extensive welfare systems that match that of many AICs – Uruguay, Costa Rica, Spain 

and Sweden all spend about 60 percent of their total government expenditure on 

education services, health programs, and social security and welfare (SSW) services (see 

Figure 1.1).  

 In contrast, some Latin American countries spend very little on their welfare 

programs, close to that of Indonesia – one of the smallest welfare states in the world. 

Guyana does not allocate much more of its total government expenditure toward social 

spending than that of Indonesia (see Figure 1.1) and both countries spend less than five 

percent of their total expenditure on social security and welfare (SSW) programs. In 

short, the welfare efforts in Latin America are representative of welfare states worldwide. 
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Not only are the levels of social expenditure in Latin America representative of 

those across the world, but Latin American countries and AICs both have occupationally 

based welfare policies that emphasize SSW provisions to a greater extent than education 

and health expenditure. In addition, these countries emphasize a more equitable 

distribution of these SSW services, offering coverage to a significant portion of the 

population. This makes the welfare efforts in these countries fairly comparable to one 

another (Segura-Ubiergo 2007).  

Conversely, East Asian welfare states almost always emphasize education over 

health and SSW provisions. In addition, Ian Gough (2000) calls the East Asian welfare 

model the “’male breadwinner model’ of welfare” because these services are provided to 

primary sector workers with the expectation that the benefits will be distributed through 

the extended family unit, which today remains a major contributor of welfare protections 

in many East Asian countries (Gough 2000; Kaufman and Segura-Ubiergo 2001).  As a 

result, the welfare efforts of East Asian countries are very different from that of Latin 

America and the developed world. While social expenditure changes may be comparable 

cross-nationally, the distribution qualities of this expenditure are very different in East 

Asia in comparison to the developed world and Latin America. 

 While this Latin American case selection is the most appropriate for this study, 

there are a few issues that originate from this regional selection. First, the welfare effort 

in Latin American countries is most easily addressed through the percentage of central 

government expenditure that is dedicated to social spending programs. Ideally, more 

research should be done on how those resources are distributed, i.e., the qualifying 

conditions to receive them, the minimum and maximum payouts, and who receives these 
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benefits. Unfortunately, reliable measures for welfare de-commodification, welfare 

stratification, and benefit generosity are not available in the developing world and 

constructing them would certainly leave out health and education services due to the lack 

of reliable data on either of these areas.8  

 Similarly, measures for labor and the elderly in Latin America are notoriously 

difficult to come by and inevitably researchers have to rely on using proxies for the 

ability to pressure the government for representation. These measures are far behind 

those for the industrialized world and will extensively truncate the sample in each of the 

analyses. However, the benefits of a Latin American sample far outweigh the data 

problems when it comes to statistical analyses because establishing these relationships 

requires variation in the sample. 

CHAPTER OUTLINE 

 This dissertation is set up to extend the political accountability thesis and the 

welfare development literature as a whole. I build upon this literature in steps throughout 

the chapters and both theoretically and methodologically in each chapter. To clearly 

explain how I have organized the following chapters, I will first outline the basic 

theoretical building blocks and then discuss the additions I have made to each chapter, 

incorporating the concepts that are operationalized and included in each of the statistical 

models in my discussion. After doing so, I will move on to explain the standard welfare 

development statistical model and how I extend this basic model with more sophisticated 

and methodologically appropriate analyses as the sections progress.   

                                                
8 Social Security Programs Throughout the World has data on social security and welfare spending that 
could be used to create better measures for this type of welfare, but they do not have data on education and 
health programs. It is more difficult to obtain benefit information for these two welfare areas. Also, for 
more information on de-commodification, stratification and benefit generosity measures in AICs, see 
Esping-Andersen (1990) and Scruggs and Pontusson (2008). 
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 I have already discussed the previous arguments regarding regime type and 

welfare expenditure in both AICs and LDCs. To reiterate the main political 

accountability argument, however, remember that these studies suggest that, on average, 

the population prefers welfare expansion and that democratic governments are more 

responsive to these pressures because the political survival of these representatives is 

contingent upon their responsiveness to these pressures. In opposition to this literature, I 

argue that by assuming that the population prefers more welfare, these studies fail to 

evaluate whether or not there are pro-welfare domestic groups capable of pressuring the 

government for welfare expansion. As a result, I include domestic pressures as a 

moderating influence on the relationship between regime type and welfare in chapters 

two and three.  

 The domestic pressure group I focus on in chapter two is the labor sector. Most 

scholars agree that urban blue-collar workers are a highly influential domestic pressure 

for welfare expansion. Therefore, in chapter two, I review the previous literature on labor 

power and start with this as the most obvious domestic pressure to have a conditioning 

impact on regime type. These concepts – both regime type (or democracy) and labor 

power – are included in almost all LDC welfare state analyses and some measure of labor 

is included in almost all AIC studies.9 It is, therefore, appropriate that these two concepts 

form the basic building blocks for my theoretical and statistical models. 

 Unlike previous studies, however, I evaluate the effect of regime type on varying 

degrees of domestic pressure. Therefore, in chapter two, I do not simply include regime 

type and labor power variables, but also an interaction of these terms to evaluate whether 

                                                
9 The reason that democracy is not usually included in AIC studies is that these countries are all democratic 
and, for the most part, they have been democratic since the emergence of their first welfare policies. 



 26 

or not more highly democratic regimes spend more on welfare when labor is organized 

and, as a result, capable of pressuring the government for welfare expansion. This is the 

first theoretical addition to the literature and serves as my starting point for the statistical 

chapters of this dissertation and for each of the chapters that follow (both three and four). 

 In chapter three, I add another domestic pressure to the theoretical argument. 

While the elderly population is less often discussed as a potential domestic pressure for 

welfare expansion, this population is growing in numbers as countries become more 

developed. Thus, the aged population has increasing resources for influencing the welfare 

effort.  

 In chapter three, as I did in chapter two, I include both regime type and labor. 

However, I add the impact of the elderly population to these analyses. Similar to the 

argument in chapter two, I argue that when the elderly population is larger in numbers, 

governments face more pressure to expand on SSW spending and health expenditure, but 

more highly democratic governments are more likely to respond to this pressure for 

redistribution. It follows that, in this chapter, I add an interaction of regime type and the 

aged population to the model of regime type and labor that I employed in chapter two. 

 In chapter four, I extend the political accountability literature in a different 

direction. As previously discussed, in this chapter, I evaluate the role of new democracies 

in comparison to other regime types and how these regimes respond to domestic 

pressures for welfare expansion. I argue that transitional democracy is less stable and 

faced with pressures for redistribution increases from the labor population that helped to 

bring them to power. Therefore, these regimes should be associated with greater welfare 

provision across all welfare areas.  
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 Due to the importance of the labor population noted in the previous literature and 

in order keep from having too many interactions in the same models, in this chapter, I 

include regime type and labor like I did in chapter two and add an interaction on the 

relationship between new democratic regimes and labor on the welfare effort, but I only 

include the elderly population as a control. In this way, these theoretical and statistical 

models make up the final section of the dissertation. 

 Throughout this dissertation, I build upon the statistical models often employed in 

the LDC welfare state literature. In chapter two, I start with what I call the “standard 

models” in the literature. These models could also be referred to as basic models because 

there are, of course, other models that scholars use to predict welfare expenditure. These 

models, however, are often used in the literature.  

 The data for these models are time series cross sectional (TSCS) and, therefore, 

require a time series regression model. They also include a lagged dependent variable 

(LDV) to control for the effect of welfare spending in the previous year. I also use fixed 

effects (FE) estimation to control for the unit specific effects of each country, which is 

also used quite often in the literature. In addition, I include a number of economic control 

variables from both the AIC and LDC literature: gross domestic product (GDP) per 

capita, debt, inflation and trade. I only add to these standard models by including an 

interaction term of democracy and labor. Otherwise, these models fit with the models 

commonly employed in the previous literature.10 

 In chapter three, however, the addition of the elderly variable increases the 

correlation of the errors to such an extent that using the LDV models with FE estimation 

                                                
10 The only difference is that I am including both a LDV and FE. Most studies do one or the other or do a 
first difference model with FE, but do not have enough time points to include both the LDV and use FE 
(i.e., over 20 time points).  
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does not deal with the issue for the health expenditure and SSW spending models. 

Therefore, in evaluating the effect of the elderly population, I change these models to 

better estimate the effects on welfare expenditure (and limit the rho value). For this 

reason, in this chapter, I use partially differenced models for both SSW and health 

expenditure. I do, however, keep the education model the same because the diagnostics 

suggest that there is no need to switch techniques for this model. 

 In addition, in this chapter, I include both split sample models and full models 

with the interaction of democracy and elderly because the full models contain two 

interaction terms, which may inflate the standard errors. Plus, the inclusion of two 

interaction terms makes these models difficult to interpret, so the split sample models will 

help me explain the overall results.  

 In chapter four, similar to the models in chapter three, I build upon the previous 

models by including labor and elderly, and I add a new regime variable for transitional 

democracies. Like those in chapter three, I continue to use the partially differenced 

models for both SSW spending and health expenditure, but stick to the LDV with FE 

estimation for education expenditure.  I use both split sample models and the full sample 

model with the interaction terms in this chapter. In the interaction models, I include an 

interaction term for new democracies and labor as well as the scale of democracy and 

labor used in chapter two.  
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CHAPTER 2: 
 

DEMOCRACY, LABOR AND SOCIAL SPENDING 
 
 
 

The labor sector is the most prominent domestic pressure for welfare 

redistribution that governments face (Esping-Andersen 1990; Garrett 1998; Hicks 1999; 

Korpi 1983, 2000; O'Connor and Olson 1998; Rudra 2002).  Blue-collar workers have 

greater economic insecurity and, as a result, prefer more protection from the market. 

These workers are more willing to trade higher inflation for less unemployment and 

higher taxes for unemployment relief. Contrary to that of the labor population, capitalists 

or the business elites have greater job security and are in favor of policies that will 

increase business production and profits. They prefer lower taxes and higher investment 

returns, and, as a result, less government intervention in welfare redistribution (Bradley et 

al. 2003; Calmfors and Driffill 1988; Hibbs 1977; Hibbs and Jess Madsen 1981; Korpi 

1983, 2000; O'Connor and Olson 1998; Rothstein 1992; Rudra 2002; Rudra and Haggard 

2005; Western 1994).11  

This is a common argument in the power resources literature on advanced welfare 

states (see literature cited above). I add to this literature by arguing that labor is best 

represented when it is able to overcome collective action problems to lobby democratic 

governments for representation of its interest. If labor is unable to organize and act 

collectively or if the government is authoritarian, labor will not be able to successfully 

lobby the government for representation. As a result, these governments will spend less 

                                                
11 For arguments against this class conflict literature, see Hacker and Pierson (2002); Mares (2001, 2003); 
and Swenson (1997, 2002). 
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on their welfare effort in comparison to democracies with a more organized labor 

population. 

Labor’s ability to lobby the government for policies that serve its interest is 

determined by both the resources and organizational capacity of the labor population. The 

proportion of high skilled, low skilled and surplus laborers shapes the labor sectors ability 

to overcome collective action problems. Historically, Latin American countries were 

known for their weak labor markets because the region has a high percentage of low 

skilled and surplus labor workers that lack the institutions which could potentially 

increase their bargaining position (Haggard and Kaufman 2004).  

Even today, Honduras, Peru, and Bolivia each have extremely weak labor sectors 

(McGuire 1999; Rudra 2002). These labor sectors face difficulties in organizing for the 

following two reasons. First, low skilled workers include a high percentage of women, 

less educated people and people who work erratic hours. These groups are notoriously 

difficult to organize (Deyo 1989; Gereffi 1995; Ingerson 1984; Lok 1993; Olson 1971; 

Rudra 2002).12 Second, a larger surplus labor population increases the risks for labor to 

organize and act collectively because it decreases the wages of the low skilled workers 

and increases the flexibility of the labor market. With a larger surplus labor population, 

the low skilled workers will be more concerned with keeping their jobs and the surplus 

labor population will concentrate on gaining employment – neither group will focus on 

organizing to lobby the government for representation (Olson 1971; Rudra 2002). 

Countries like Mexico, who have a larger highly skilled manufacturing sector, are 

better able to lobby the government for a broader welfare effort. Highly skilled workers 

                                                
12For an alternative view on the organizational capacity of low skilled labor see Rogowski (1989). 
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in the manufacturing industry are more educated and work more stable hours, so it is 

easier for them to organize than it is for low skilled and surplus workers (Rudra 2002; 

Rudra and Haggard 2005). Consequently, the larger the number of these skilled workers 

in the labor force, the more organized the labor population will be and the more power 

they will have to influence social policy when the opportunity structures exist (i.e., under 

a democratic government).   

I argue that the inconsistent findings on the relationship between regime type and 

welfare spending in the previous political accountability literature is the result of the 

neglect of the role of domestic pressures in determining the relationship between 

democracy and social spending. Democracy is both negatively and positively related to 

the welfare effort depending on whether pressure groups are lobbying for broader welfare 

protections or less welfare provisions. The labor force is one of these major pressure 

groups.  

If the labor force contains a larger percentage of high skilled workers from the 

manufacturing industry, then they have the resources and ability to organize in order to 

combat the interests of business and lobby the government for representation. As a 

country becomes more democratic, leaders increasingly respond to these pressures with 

an expansion of the welfare effort in order to insure their political survival. However, if 

the labor force consists of more low skilled and surplus workers, then the labor 

population is less able to overcome collective action problems and pressure the 

government for an expansion of the welfare state regardless of regime type. 

There has been no research on how these pressures are transferred through 

different regime types. In this way, this research adds to our previous understanding of 
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the relationship between democracy and welfare, and it directs future efforts for 

clarifying the relationship between democracy and social spending purported by the 

political accountability literature. 

This argument relies on the link between representation and political survival. 

While more authoritarian regimes are highly responsive to economic constraints, they are 

much less responsive to social pressures for welfare policy change. The more 

authoritarian a regime, the smaller the size of the selectorate that gives them power, and, 

ipso facto; the less their survival is dependent on how well they represent the preferences 

of the people (Bueno de Mesquita et al. 1999; Bueno de Mesquita et al. 2003). In fact, 

more authoritarian governments often repress these pressure groups rather than 

responding to them with policy changes or expenditure increases (Cook 1998; Drake 

1996; Hendersen 1991; Pion-Berlin 1989, 1986). Argentina’s 1976 to 1983 military 

government and Peru’s 1968 to 1980 military government were both responsible for 

extensive repression of the labor force – forty-eight percent of the “disappeared” in 

Argentina were union members and repression against workers in Peru grew 300 percent 

under this military regime (Pion-Berlin 1989).  

By contrast, democratic governments must represent their constituents in order to 

increase their chances of political survival. Democratic institutions and competitive 

elections require that representatives respond to domestic demands in order to survive 

politically (Lake and Baum 2001). It logically follows that if a strong and organized labor 

population is pressuring the government for more welfare redistribution and the 

government must respond to these pressures in order to insure their political survival, 
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then as a country becomes more democratic, it should be associated with higher levels of 

social expenditure. 

Historically, countries with organized labor populations have forced the 

government – democratic and nondemocratic alike – to recognize them in one way or 

another. Authoritarian regimes are often related to the suppression of labor strikes and 

unionization while democratic leaders are forced to represent the labor force in order to 

insure their political survival (Drake 1996; Ellner 1993; Haggard and Kaufman 2004; 

Kaufman and Stallings 1991; Pion-Berlin 1989; Ranis 1995). Argentina is an excellent 

example of the power that an organized labor force can have under different regime 

types. During the 1940s, President Juan Perón of Argentina strengthened labor by helping 

new unions emerge and expanding old trade unions. His influence has forced successive 

Argentine leaders to deal with the power of labor in Argentina – either by suppressing it 

or representing it (Kaufman and Stallings 1989).  

Authoritarian regimes in Argentina usually chose to repress labor, while 

democratic leaders have had to respond to the power of labor with broader welfare 

protections – even as the economy was suffering. Under dictator Juan Carlos Onganía, 

strikes were illegal and forcibly broken up if attempted. In addition, many unions were 

completely outlawed. Likewise, from 1976 to 1983, union members were targeted for 

repression and state sponsored violence. However, under democratically elected 

President Raúl Ricardo Alfonsín, the General Confederation of Labor (GCT) regained the 

status and power it once held under Juan Perón in the 1940s and Alfonsín was forced to 

respond to this pressure with broader welfare protections (Pion-Berlin 1986, 1989; Ranis 

1995). In the analyses that follow, I demonstrate that Argentina is not the exception to the 
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rule, but an exemplar of the relationship between regime type, labor and the welfare 

effort. 

VARIABLES & METHOD 

In order to test the contingent effects of regime type and labor on the welfare 

effort, I analyze three different social spending measures including (1) SSW expenditure, 

(2) health expenditure, and (3) education expenditure.13 As previously mentioned, 

disaggregating these three welfare areas is especially important for a study that involves 

domestic pressures (Kaufman and Segura-Ubiergo 2001). Doing so allows me to analyze 

the effect of democracy and labor in each welfare area and assess whether there is a 

greater effect on one specific welfare area over the others. 

I measure the welfare effort using the percent of the central government’s total 

expenditure dedicated to each respective social program area. I could also use the amount 

of money the government spends on welfare programs divided by the population of the 

country (per capita) or relative to the country’s level of development (as a percent of 

gross domestic product or GDP). These are all three common indicators of the welfare 

effort. However, social spending per capita measures and social expenditure as a percent 

of GDP measures are much more problematic methodologically than the total 

expenditure measures. According to the Dickey Fuller and Phillips-Perron unit root tests, 

all GDP and per capita social spending measures fail the stationarity test (including 

education expenditure) and, according to the pairwise correlation between each variable 

and the time variable (year), all of the GDP and per capita measures are highly dependent 

                                                
13 As previously mentioned, the social security and welfare (SSW) variable includes benefits for old age, 
sickness, maternity, unemployment, invalidity, survivors, health care, work injury and family allowance. 
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(though education is less so than the other two social spending measures).14 Each of these 

variables is highly associated with the previous years value or, in this case, level of 

spending. Therefore, these variables would necessitate fully differenced models, which 

produce virtually no significant results for the explanatory variables (neither those that 

are theoretically relevant nor those that are controls) excluding GDP per capita as a 

measure of economic development in one of the six models.  

Additionally, the GDP and per capita measures of the welfare effort are less 

theoretically appropriate than the percent of total government expenditure dedicated to 

welfare programs. The amount of money the government allocates toward social 

programs as a percent of the total government expenditure more effectively captures the 

importance or emphasis that the government places on welfare redistribution in 

comparison to other government funded programs, i.e., this measure captures the 

monetary effort the government apportions to social redistribution in comparison to other 

types of programs or the size of the welfare state in comparison to other state funded 

programs. 

All three of the welfare areas that I analyze (SSW, education and health) are 

standard categories in the welfare state literature and all three calculations of these 

welfare programs I have discussed (total expenditure, GDP and per capita) are commonly 

used in the literature. However, as other scholars have acknowledged, the amount of 

money that the government allocates for social expenditure does not necessarily indicate 

how well or to whom the money is distributed.  A country could have higher welfare 

expenditure but not efficiently use that money. Also, some countries spend more in 

specific areas such as the civil service industry or on only a specific segment of society 
                                                
14 I used the “xtfisher” and “pwcorr” stata commands to test for stationarity and dependency issues. 
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(Allan and Scruggs 2004; Brown and Hunter 1999; Esping-Andersen 1990; Filmer and 

Pritchett 1999; Kaufman and Segura-Ubiergo 2001; Rudra 2002; Rudra and Haggard 

2005). Therefore, there are limitations to using social expenditure as a measure of welfare 

effort that researchers need to be aware of, regardless of how it is calculated.15 

Nonetheless, social expenditure is the best comparable welfare effort measure currently 

in existence for LDCs. 

 Each of the models also includes a measure of democracy using the polity IV 

data.16  This measure captures various aspects of democracy including political 

competition and constitutional constraints and it is regularly used in studies concerning 

regime type and welfare states (Kaufman and Segura-Ubiergo 2001; Leblang 1997; 

Marshall and Jaggers 2002). As previously argued, the effects of democracy should be 

contingent on whether there is a strong labor force to lobby for greater welfare benefits.  

Accordingly, a labor measure is also included in the models.   

 Previous quantitative Latin American welfare state studies on regime effects have 

often ignored labor because a reliable time series indicator for labor organization is 

somewhat difficult to produce or find. However, the potential labor power index (PLP) is 

a good measure of the organizational capacity of labor and it includes a longer time span 

and more available data than other LDC labor measures.17 This index includes the ratio of 

                                                
15 Total central government expenditure is often used as a measure of the welfare effort, but this measure 
includes a large number of policy areas outside of welfare – including the military effort of a country. 
Therefore, it is not an adequate measure of welfare effort alone, but a measure of the size of the 
government as a whole (see Kaufman and Segure-Ubiergo 2001). 
16 Polity is measured on a -10 to 10 scale, but as is a common practice, I have transformed the variable to a 
0 to 20 scale. See Marshall, Monty, and Keith Jaggers.  2002.  “Political Regime Characteristics and 
Transitions, 1800-2004.” Polity IV Project. 
17 There is one measure that has only slightly less available data – Wibbels (2006; 2003) labor index. This 
measure captures the level of unionization. However, there is compulsory union membership in most Latin 
American countries, so unionization does not give an accurate account of labor pressures for welfare 
redistribution. 
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highly skilled workers in the manufacturing industry to the proportion of low skilled and 

surplus workers (Rudra 2002, 2005a, 2005b; Rudra and Haggard 2005).18 A larger skilled 

labor force from the manufacturing sector has greater potential for organizing and, 

therefore, more “potential power” to lobby the government for representation of its 

interests. Notably, this measure is comparable to prior qualitative LDC labor assessments 

by Collier and Collier (1979), Valenzuela (1989) and Cook (1998).19 

To address the conditional effect of democracy under varying degrees of labor 

pressure, each of the models includes an interaction term of the PLP index and the polity 

score.  The hypotheses invoke the moderator approach to interaction effects because one 

variable is conditional upon the other variable (Brambor et al. 2005; Jaccard and Turrisi 

2003). For the purposes of this study, the interaction between democracy and labor 

addresses the influence of democracy when there are varying amounts of pressure from 

labor (i.e., varying amounts of potential labor power). As argued in chapter one, I expect 

that democracy is positively associated with all forms of welfare expenditure when labor 

is highly organized.  

To control for economic influences on the welfare effort, each model includes a 

series of common control variables. As previously discussed, Wagner’s law and the logic 

of industrialism suggest that the middle income population and thereby the demand for 

social spending should increase with wealth (Boix 2001; Hicks 1999; Pampel and 

Williamson 1989; Wagner 1883). In addition, economic development affects a country’s 

ability to increase social spending because the country has to have the money in order to 

                                                
18 It is a measure of the ratio of high skilled workers to low skilled workers by the surplus labor as a percent 
of the total working age population. For more information on this variable, please see Rudra (2002; 2005a; 
2005b) and Rudra and Haggard (2005). 
19 Rudra (2002) compares these four assessments of labor on page 440 in Table C1. 
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redistribute it (Cutright 1965; Wilensky 1975; Wilensky and Lebeaux 1958). Therefore, I 

account for economic development using gross domestic product as a percent of the 

population (GDP per capita).20 Debt and inflation are also included in the models because 

they are constraints on government spending. These variables may be especially 

important in Latin America given the economic difficulties that these countries faced in 

the 1970s (Kaufman and Segura-Ubiergo 2001).  

Finally, there is an ongoing debate in the literature regarding the effects of 

increased market integration on the welfare effort. Increased openness may enhance 

domestic demands for protection and, therefore, increase the welfare effort. Conversely, 

globalization indirectly causes deindustrialization or a shift away from manufacturing and 

toward service industry jobs, which may slow economic growth and result in welfare 

state retrenchment. Recent research suggests that labor in developing countries has been 

unable to counter the depressing effects of globalization, so I include a trade variable to 

control for this relationship. Capital flows are also used to evaluate the relationship 

between globalization and welfare, yet either one should adequately control for the 

interconnectedness of one country to other countries (Bernauer and Achini 2000; 

Burgoon 2001; Hicks 1999; Iversen and Cusack 2000; Katzenstein 1995; Pierson 2000; 

Rieger and Leibfried 1998; Rodrik 1998; Rudra 2002; Ruggles and O'Higgins 1987).21 

Each of the models includes data for 20 Latin American countries from 1975 to 

1997.22 While most Latin American welfare studies only include the 1980s and 1990s due 

                                                
20 GDP, GDP growth and GDP per capita are all often used, respectively, in the welfare literature. 
21 See Appendix A for a list of the variables, a description of the variables and the sources for each of these 
measures. 
22 The countries included are as follows: Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, 
Dominican Republic, Ecuador, El Salvador, Guatemala, Guyana, Honduras, Mexico, Nicaragua, Panama, 
Paraguay, Peru, Trinidad, Uruguay and Venezuela. 
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to the limited amount of data on social expenditure, this temporal selection substantially 

decreases the number of authoritarian years in the sample. By hand entering data from the 

Government Finance Statistics Yearbook and converting the currency data so that all 

measures are comparable (in millions of national currency units), I was able to extend the 

sample to include many of the 1970s regime transitions in Latin America . In this way, I 

increased the variation in regime years.23 The models in this chapter are as follows: 

 Welfare Effort =  

 b0 + b1 (Democracy) + b2 (Labor) + b3 (Democracy*Labor)  

 + b4 (GDP) + b5 (Trade) + b6 (Inflation) + b7 (Debt) 

 + b8 (LDV) 

In this chapter, I analyze the effects of democracy and labor using standard 

models in the welfare state literature. I use  times-series cross-sectional technique (TSCS) 

and include a lagged dependent variable (LDV). I also use a fixed effects (FE) estimation 

to control for unit specific effects (USE).  According to the Breusch and Pagan 

Lagrangian test, the Hausman test and the modified Wald test, all of these models have a 

significant amount of unit specific error.24 However, when I controlled for the USE and 

tested the error that was left over (using the common error predictor), the lagged common 

error is not significantly correlated to the errors excluding a significant but extremely 

small relationship for the SSW effort. Therefore, these models take care of most of the 

serial correlation in the error terms. 

                                                
23 Unfortunately, labor data past 1997 is not yet available, so the models could not be expanded to include 
much more recent data (i.e., from 1998 to 2008). 
24 The stata commands for these tests are xttest0, hausman and xttext3. Overall, these tests suggested that 
there was a high degree of USE for each model. 
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Using FE estimation and including a LDV controls for two different statistical 

issues – unit specific effects and the effect of social spending (in that spending area) in 

the previous year –, but it can also bias the parameter estimates. Nevertheless, this bias 

becomes much smaller as the number of years in the sample increases and becomes 

negligible in samples (like this one) with more than twenty time points (Kristensen and 

Wawro 2007). I use this standard model to start with because it appropriately controls for 

the previous years social expenditure and I add the FE estimation (to the standard model) 

to deal with most of the serial correlation and the unit specific effects problems.25  

Previous studies on the effect of democracy on the welfare effort have ignored the 

importance of the domestic pressures that democracies face. In this study, the models 

specify a conditional relationship between democracy and welfare given varying levels of 

pressure from the labor sector. In the following section, I discuss the results for this 

relationship across the three types of welfare spending including the conditional effects 

results. 

RESULTS 

I have argued that the effect of democracy varies depending on the domestic 

pressures from the labor force. Democracy should be positively associated with the 

welfare effort in these three areas of social expenditure when potential labor power (PLP) 

is high, but otherwise, have no effect on the welfare effort. Due to the conditionality of 

these hypotheses, interaction models must be used to test the relationship between 

                                                
25 According the the xtfisher test (the Dickey Fuller test) in stata and to the inclusion of the year variable in 
the models, there is a unit root in the SSW variable and dependency issues with both the SSW and health 
expenditure models. However, I decided to use the standard models in this chapter and then move on to 
partially differenced models in chapters three and four. For the sake of publication, the models in this 
chapter are the most common, but I decided to change the future (chapter three and four) models because 
the introduction of more variables increases rho to over .90 indicating a serial correlation problem for both 
SSW and health expenditure. 
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democracy, labor and social spending. Before discussing these results, however, it is 

important to note that interaction results are often misinterpreted in the political science 

literature (Brambor et al. 2005; Jaccard and Turrisi 2003; Kam and Franzese 2007). 

Therefore, I take great care to avoid misinterpreting these coefficients by clearly 

discussing each variable or interaction variable (across all three models) separately before 

summarizing the findings. 

When interpreting the results of interaction models, there is no way to separate the 

two factors (in this case, democracy and labor) and discuss the effect of one without the 

other. It is dangerous to call one a main or direct effect and the other the conditional or 

interactive effect because it confuses the substantive meaning of these coefficients. 

Unlike the standard linear-additive model, in interaction models “coefficients are not 

effects” because the coefficient of x is not the effect of x on y – it includes z as well (Kam 

and Franzese 2007: 20).  

Therefore, in these models, I do not discuss the effect of democracy independent 

of labor or the effect of democracy controlling for labor. I do, however, discuss more 

theoretically relevant results regarding the effect of democracy when PLP is zero (i.e., the 

“Democracy” row in Table 2.1); the effect of labor when the polity score is zero (i.e., the 

“Labor” row in Table 2.1); and the marginal effect of democracy under varying degrees 

of labor pressures (or different values of PLP) using the conditional coefficients from the 

stata “lincom” command (i.e., the “Democracy and Labor” rows – including the weak, 

median and strong labor sub-rows – in Table 2.1 and the corresponding marginal effects 

graphs of democracy under varying labor pressure in Figure 2.1).  
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The effect of democracy with no labor pressure (PLP=0) is significantly 

negatively related to education expenditure, and negatively though not significantly 

associated with SSW and health expenditure. However, the relationship between 

democracy when PLP is zero and SSW expenditure is only marginally insignificant (see 

“Democracy” row in Table 2.1).  

 
Table 2.1:  The Effect of Democracy and Labor on Welfare Expenditure 
 Social Security 

& Welfare 
Expenditure 

Health 
Expenditure 

Education 
Expenditure 

Democracy -0.16 
(-1.27) 

-0.00 
(-0.06) 

-0.46*** 
(-2.86) 

Labor -1.30 
(-0.79) 

-1.26** 
(-1.98) 

-9.49*** 
(-4.30) 

Democracy & Labor 0.14** 
(1.69) 

0.05* 
(1.38) 

0.40*** 
(3.68) 

Democracy & Weak Labor -0.01 
(-0.23) 

0.05** 
(1.66) 

-0.06 
(-0.73) 

Democracy & Median Labor 0.35** 
(1.75) 

0.17** 
(2.00) 

0.99*** 
(3.75) 

Democracy & Strong Labor 0.83* 
(1.73) 

0.33** 
(1.66) 

2.35*** 
(3.75) 

GDP -0.00 
(-1.01) 

0.00 
(0.79) 

0.00** 
(2.42) 

Trade 0.01 
(0.34) 

0.00 
(0.33) 

-0.03 
(-0.77) 

Inflation (Log) -1.16*** 
(-3.32) 

-0.30** 
(-1.98) 

0.13 
(0.27) 

Debt (Log) -0.79 
(-1.18) 

-0.45* 
(-1.52) 

-0.41 
(-0.45) 

Lagged DV 0.61*** 
(11.11) 

0.44*** 
(7.28) 

0.00 
(0.05) 

Observations (N) 243 249 249 
R-Squared 0.50 0.30 0.09 
*significant at the .10 level; **significant at the .05 level; ***significant at the .01 level for a one-tailed 
test; t statistics in parentheses. 
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Substantively, and consistent with my theory, these results suggest that when 

labor is nonexistent or extremely weak, democracy is likely to be associated with a 

smaller education and SSW effort. The results do not, however, suggest that democracy 

with no labor power (PLP=0) is significantly associated with health expenditure and it is 

theoretically unclear why this relationship would not hold for health services. 

The lack of labor pressure suggests that business elites do not have to compete 

with labor for government representation of their welfare preferences. When there is no 

labor pressure for welfare expansion, as a country becomes more democratic, it becomes 

more representative of business elite preferences for less welfare intervention. As a result, 

more highly democratic countries with no labor pressures are associated with lower 

welfare expenditure. Specifically, these countries are more likely to spend lower amounts 

on their education and, to a lesser extent, their SSW effort. 

Potential labor power (i.e., the size and organization of labor) under perfectly 

authoritarian regimes (polity=0) is consistently and negatively associated to education 

and health expenditure. It is also negatively though not significantly associated with the 

SSW effort. According to these findings, perfectly authoritarian regimes with a strong 

presence of labor power have lower levels of social spending (see “Labor” row in Table 

2.1). However, no country in this sample is perfectly authoritarian (polity=0) and the PLP 

measure does not exceed four in any authoritarian years in this sample. Therefore, a large 

and organized labor force under a perfectly authoritarian regime (the “Labor” row in 

Table 2.1) does not exist in this sample.  

Due to this fact, the organized labor with no democracy (polity=0) results 

demonstrate one general and theoretically relevant point: more highly authoritarian 
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regimes (or as polity approaches zero) spend less on their education and health efforts 

regardless of labor pressures. These results are also consistent with my theory.  

As I outline in Table 1.1, authoritarian regimes should be associated with lower 

social expenditure in all three areas regardless of the presence of social pressures. A 

significant, negative relationship demonstrates that perfectly authoritarian governments 

spend a significantly lower amount than democratic governments even when PLP is high. 

This finding substantiate the hypothesis that domestic pressures have little to no effect in 

highly authoritarian regimes and these governments are associated with lower levels of 

expenditure even when labor is moderately well organized (PLP=4).  

To further discuss the results for the interactive hypotheses, I will first explain the 

interaction term results (see “Democracy & Labor” row in Table 2.1) and then outline the 

effect of democracy under varying values of the PLP index according to the lincom 

results (see the three indented rows under “Democracy & Labor” row in Table 2.1). The 

interaction terms suggest that the level of PLP positively and significantly conditions the 

effect of democracy on all three types of welfare expenditure. Substantatively, these 

results suggest that the effect of democracy is dependent upon labor pressure. However, 

to evaluate the range over which PLP significantly conditions the relationship between 

democracy and the welfare effort, I calculated the effect of democracy at three different 

PLP values (a high, medium and low value).26 

These marginal effects coefficients suggest that the effect of democracy increases 

as PLP increases.  When labor organization is minimal (PLP=1 on a zero to 7.29 scale), 

democracy has no significant effect on welfare except for the health services effort, 

                                                
26 The condition coefficients were constructed using the “lincom” command in stata. 
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where the effect is statistically significant, but substantively close to zero (see 

“Democracy and Weak Labor” row in Table 2.1).  

However, this effect increases and becomes positive and significant as labor 

pressures become moderately well organized. When labor organization is at the median 

value (PLP=3.6) or moderately well organized, democracy is significantly associated 

with higher social spending in all three welfare areas (see “Democracy and Median 

labor” row in Table 2.1). These results become even stronger as labor becomes highly 

organized. 

When PLP reaches seven on a zero to 7.29 scale, democracy has an even larger 

impact on the welfare effort across all three categories (see “Democracy and Strong 

Labor” row in Table 2.1).27 The conditional coefficients for democracy and labor are 

consistently positively associated (with 95 percent confidence) with all three welfare 

types when labor power is high.28  

In conjunction, these results strongly uphold the hypothesis that labor pressures 

are better represented as a country becomes more democratic and that this relationship is 

translated into a larger welfare effort across all three types of welfare expenditure. In 

contrast to the previous literature, these findings suggest that the impact of democracy 

under greater labor pressures is significantly associated with not only education 

expenditure, but also the SSW effort and health expenditure. To my knowledge, this is 

the first study to demonstrate a consistent relationship between democracy and all three 

welfare effort areas. 

                                                
27 The scale for PLP is from zero to 7.29. Including zero and 7.29 as the extreme ends of the interaction 
does not substantially change the results, but there are very few results at either end, so I chose to figure the 
conditional results from one to seven on the PLP scale. For more information, on the descriptive statistics 
for these models, see Appendix B. 
28 All of these results are with a one-tailed test because the hypotheses are directional.  
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Notably, the effect of democracy not only increases in significance as labor power 

increases, but, consistent with my theory, this effect also increases in magnitude. The 

effect of democracy on SSW expenditure increases from -0.01 to 0.83 as labor power 

rises from one to seven; the magnitude of the effect on health expenditure increases from 

0.05 to 0.33 as labor power increases; and, likewise, the effect of democracy on education 

expenditure increases from -0.06 to 2.35 as labor power increases from one to seven (see 

Table 2.1 conditional results). 

More concretely, these results suggest that at the highest possible level of 

potential labor power, a one unit increase in democracy is associated with a 1.36 percent 

increase in SSW expenditure, a .91 percent increase in health expenditure, and a 7.58 

percent increase in education expenditure in one year.29 For these results and for all of the 

above findings in general, there is a noticeable trend in the effect of democracy and labor 

on these welfare effort areas: health expenditure is the least affected (in magnitude) by 

these factors, while education expenditure is the most affected (in magnitude). Future 

research should address why the magnitude of the effect is so substantially different 

across welfare areas and if labor is more interested in the provision of SSW benefits and 

education funding over that of health benefits. 

That being, these results are strong and consistent across all three types of welfare 

spending. Previous research has suggested that democracy has no effect on health 

expenditure in any region of the world and that the only substantiated relationship 

between democracy and welfare in Latin America is on the education effort. The results 

in this chapter demonstrate that the greatest impact is on education and the smallest 

                                                
29 These percentages were constructed using the scales or ranges of each of these welfare variables for this 
sample, so that the percent increases were comparable. 
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impact is on health expenditure, yet all three welfare areas are significantly influence 

when the country is democratic and the labor population has the potential to organize and 

pressure the government for representations.  

As a result, it is more likely that when governments are spending less on social 

programs, there should be a stronger negative effect on the education effort over that of 

other welfare areas. As a corollary to this argument, when governments are spending 

more on social programs, there should be a stronger positive relationship with the 

education effort than that of the other two welfare areas.30 Accordingly, I find that under 

democratic regimes, as the percent of the skilled labor force increases, it is likely that 

education expenditure is more highly affected than the other two types of welfare, yet all 

three types of expenditure are higher under these conditions.  

Marginal conditional effects are most effectively illustrated graphically. In this 

case, I have three models, but, given that all three demonstrate a similar positive and 

significant relationship between democracy, labor and the welfare effort in each 

respective welfare area, I combined these three welfare areas into an index of the total 

welfare effort (i.e., on an index of all three welfare effort areas combined and then 

divided by the total expenditure) and constructed a marginal effects graph for the overall 

effect of democracy and labor on the welfare effort as a whole.31  

To construct the graph, I calculated the conditional coefficient for the effect of 

democracy under eight different levels of potential labor power (across the entire PLP 

scale) on the total welfare effort. These coefficients are the effect of z on y at eight 

respective values of x. At each value of PLP on the x-axis, I graphed the conditional 

                                                
30 This is actually the opposite in East Asia where, as discussed in chapter one, countries place more of an 
emphasis on education and less of an emphasis on SSW. 
31 Each of the marginal effects graphs of these lincom results is available in Appendix C. 
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coefficient (the solid line), the upper bound of the confidence interval for each respective 

coefficient using a one-tailed 90 percent confidence level (the upper dotted line), and the 

lower bound of the confidence interval for each coefficient using a one-tailed 90 percent 

confidence level (the lower dotted line).32 These lines illustrate the effect of a one-unit 

change in z (the polity score) under various values of x (the PLP on the x-axis) on y (the 

total welfare effort on the y-axis) and whether we can be 90 percent confident that these 

results are significantly different from zero (i.e., have an effect).  

 

This marginal effects graph clearly demonstrates the relationship between 

democracy and the overall welfare effort under different degrees of labor pressure. At 

lower levels of PLP (on the x-axis), the confidence interval contains zero (on the y-axis), 

so the relationship between democracy and the total welfare effort at these lower levels of 

labor is not significantly different from zero (see Figure 2.1).  Thus, at these lower levels 
                                                
32 I used a one-tailed test because, as previously footnoted, these are directional hypotheses, which make a 
one-tailed test statistically appropriate. 



 49 

of PLP, democracy has no effect on the total welfare effort. However, as the potential 

power of labor increases, the impact and significance of the effect of democracy on the 

welfare effort increases as well. Even when the labor force has just barely gained some 

strength and organization, democracy is positively associated with the country’s total 

welfare effort.33  

The effect of democracy on the total welfare expenditure continues to increase as 

PLP increases. When labor pressures are at their strongest (PLP=7.29), this graph 

demonstrates that a one-unit increase in democracy (the polity score) results in a 4.85 unit 

increase in the welfare effort (with 90 percent confidence). Substantively, this suggests 

that when labor is highly organized, a one-unit increase in democracy results in a 3.42 

percent increase in the total welfare effort.34 

To move on to the control variables, neither trade nor the debt service is related to 

the welfare effort in any of the models except for a small association between debt and 

health expenditure.  These results suggest that trade is not related to SSW spending, 

education expenditure or the health effort and that countries with a higher debt service 

ratio spend less on heath programs, but are not associated with higher or lower 

expenditure in the other two welfare areas (see Table 2.1).  

GDP per capita is only associated with education expenditure. Countries with a 

higher GDP, spend more on education, but are not associated with SSW expenditure or 

health expenditure.35 This is probably due to the fact that only highly developed countries 

                                                
33 Note that over 30% of the PLP scores in this sample are above 1.73, which is a good amount given that 
Latin American countries are known for having weaker labor markets. 
34 This percentage is based off the range of the variable, and therefore, is the actual or real percentage 
increase in the total welfare effort as a percent of the total government expenditure. 
35 These results do not significantly change when I include gdp growth or gdp. These results seem to be 
fairly consistent and largely inconsequential regardless of how I attempt to control for economic 
development. 
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invest in education programs. As previously mentioned, this is the welfare area in which 

countries invest last and often the least. Finally, inflation is negatively associated with 

smaller health expenditures and a smaller SSW effort (see Table 2.1). Countries facing 

inflation problems are less likely to spend more on these two welfare areas. 

Most of the control variables in these models (as well as the models in the LDC 

welfare state literature in general) are variables from the AIC literature that are not often 

found to be highly influential in LDCs (Rudra 2002). In addition, the constant is 

significant in all three models, the LDV for both the SSW and the health expenditure 

model are highly significant and fairly influential, and the low R-squared value for 

education (0.09) all demonstrate that these variables are not sufficiently addressing the 

causes of welfare expenditure.  

These variables are explaining only about 30 percent of health expenditure and 

the previous years health expenditure makes up a good portion of that explanatory power. 

Similarly, 50 percent of the SSW expenditure is explained by these variables, but the 

previous years spending has a large impact on the current years social spending. Both 

health expenditure and SSW are highly path dependent variables.36 The education model, 

however, is problematic in a different way. This model is only explaining about nine 

percent of the variance in education expenditure. Neither controlling for temporal 

dependency by including a year variable nor adding population and urbanization (which 

are sometimes included in welfare analyses) substantially improves these issues or 

changes the theoretically relevant results. In those iterations, however, trade is negatively 

associated with the welfare effort. These are common issues in the LDC welfare state 

                                                
36 There are also strong theoretical reasons to argue that social spending is a highly path dependent 
phenomenon (Haggard and Kaufman 2008). 
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literature, but hopefully, analyzing these welfare areas separately is a step toward 

understanding the varying conditions that influence these separate welfare effort areas.37 

DISCUSSION & CONCLUSION 

 Recently, there is an increasing interest in the causes of welfare development in 

LDCs, yet these studies have produced limited and at times contradictory findings 

regarding the role of regime type in shaping the welfare effort. In this article, I have 

attempted to explain these divergent findings. This chapter demonstrates that more 

democratic countries are related to both a smaller and larger welfare effort depending on 

the make-up of the constituency. More specifically, this work confirms that the welfare 

interests of the labor population are better represented when two factors are present: (1) 

democratic structures increase the opportunity for labor to influence welfare policy and 

(2) the skilled labor force is capable of organizing and lobbying the government for 

greater welfare protections. 

 These findings provide a theoretically convincing way to reconcile the 

discrepancies in previous findings over the role of democracy in welfare spending in 

Latin America. By including labor pressures as a conditioning or determining variable of 

the relationship between democracy and the welfare effort, I have demonstrated that 

democracy is consistently associated with all three areas of welfare expenditure – not just 

the education effort. These results suggest that previous models have been underspecified 

and that future research needs to pay more attention to domestic groups and the 

conditioning effect these groups have on the role of democracy. 

                                                
37 I have also run each of these models controlling for the other welfare spending areas because spending 
more in one area may mean spending less in other areas. In all models, the other welfare variables are 
highly significant and the inclusion of these variables drastically improves these models. It is not a common 
practice to include these variables, but future research should consider all areas of government expenditure 
and how expenditure in these areas affects government spending in the welfare area of interest. 
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 Overall, the models strongly support the hypotheses.  The relationship between 

democracy and social spending is contingent upon a labor class that is organized enough 

to overcome collective action problems and lobby the government for greater welfare 

protections. These are the strongest and most consistent cross-national findings for a 

relationship between democracy and the welfare effort in Latin America. These results 

demonstrate that as a country becomes more democratic and labor organization increases, 

the welfare effort grows as well. 
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CHAPTER 3: 

DEMOCRACY, THE ELDERLY AND SOCIAL SPENDING 

 
 
 The elderly population is a growing and therefore, an increasingly influential 

domestic pressure for greater SSW and health provisions. The world’s elderly population 

was less than three to five percent of the total population in the mid-1800s, but has 

increased drastically in the last century due to rising life expectancy rates. By the year 

2050, 26 percent of the population will be over the age of 65 and the average life 

expectancy will reach 74 years (Esping-Andersen 1990; Galasso 2006).  The increasing 

size of the elderly population has drastically changed the face of welfare in the developed 

world, but it is unclear whether the smaller increase in the percent of the aged population 

in the global south has had a similar effect. In addition, is it unclear whether this 

constituency has shaped the relationship between democracy and social spending in the 

same way that labor has conditioned the impact of democracy on the welfare effort. 

 Before the 1900s, retiring from the work force was a foreign concept to most 

people because they were not living long enough to worry about securing a livelihood 

after the age of 65. What small percentage of the population was too old to continue 

working, often relied on their family and public charity in order to survive (Ball 1978; 

Esping-Andersen 1990; Myles 1984). It wasn’t until life expectancy rates began climbing 

that retirement from work became a more prevalent phenomenon. By the 1920’s and 

1930’s, industrial pensions for workers were widely available and by the 1940’s, the 

“post-war surge” in pension concerns had made social security safety nets a government 

enterprise in most of the developed world and parts of the developing world. 
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 Previous research on the relationship between the elderly population and welfare 

has focused on two fundamentally different theoretical explanations regarding the impact 

of the elderly on the welfare effort in AICs. These schools of thought rely on different 

causal mechanisms – one is a developmental explanation that is driven mostly by 

economic progress called the “demographic-functionalist” theory and the other is a 

political explanation that relies on the power of domestic groups named the “political 

pressure” theory.38 

 The demographic-functionalist explanation first emerged in the 1930’s and 1940’s 

and then reemerged in the 1970’s and 1980’s. The United Nations commissioned 

numerous reports on the growing elderly population in AICs to study whether this 

demographic change was increasing society’s burden to provide welfare services for the 

aged population (Easterlin 1978; Esping-Andersen 1990; Duval 2003; Galasso 2006; 

Phillipson 1990, 2000).  The major topic of debate was whether this would inevitably 

cause a resource scarcity problem in which services to the young were limited due to the 

increasing services to the elderly, resulting in tensions between workers and the elderly 

(Clark and Spengler 1980; Easterlin 1978; Longman 1987; Phillipson 1990, 2000).  

 The conventional wisdom of the aging societies literature is derived from this 

demographic-functionalist theory. It is assumed that a growing elderly population creates 

a need for more welfare protections for the elderly and this need is satisfied by 

government expansion of old age benefits (Esping-Andersen 1990; Lynch 2006; Sagner 

2000).  The argument is, put simply, that the state is expanding with economic advances 

and this automatically includes a response to the growing elderly population with greater 

welfare protections for the elderly (Segura-Ubiergo 2007). 
                                                
38 This is the typology alluded to by Esping-Anderson (1990). 
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 However, the demographic-functionalist theory, like most functionalist 

explanations, offers an unsatisfactory answer as to why a larger elderly population is 

associated with a greater welfare effort. This argument is unsatisfactory for two related 

reasons. First, suggesting that welfare services were expanded to benefit the elderly 

because the elderly needed these protections is explaining a phenomenon based on 

consequences that may have been intended or unintended – it is teleological (Little 1991).   

 Related to this problem, it is teleological because the causal mechanisms are not 

sufficiently specified. As Segura-Ubiergo (2007) points out, this theory suggests that 

“[t]he state expands because of exogenous technological and industrial pressures and 

responds (almost automatically) to the economic and demographic needs of the 

population” (8). By this fact, it does not theoretically specify the link between the 

economic needs of the population, the needs of the aged and welfare expansion. This 

could be an altruistic response from government, a response to pressures on the 

government, a response to the industrial needs of society (i.e., to allow people to retire 

and make room for younger employees), or numerous other mechanisms for change in 

government behavior. Therefore, in this chapter, I argue that the political pressure theory 

is more plausible and more theoretically convincing than the demographic-functionalist 

argument. 

 Under the political pressure explanation, the growing elderly population increased 

the aged population’s ability to pressure the government for more welfare provisions that 

were beneficial for them (Esping-Andersen 1990; Galasso 2006; Pampel and Williamson 

1985, 1989; Wilensky 1975). These political pressure theories assume that the elderly 

population prefers the expansion of welfare provisions and pressures the government to 
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represent their interests. For obvious reasons, these scholars often focus on the effect that 

the elderly population has on pension benefits. However, the elderly may not only be 

concerned with retirement programs. Some scholars argue that occupationally based 

programs in general benefit the elderly over the young, and correspondingly, the aged 

populations support all occupationally based welfare provisions (Lynch 2006).  

 In the same way, studies on the social policy preferences of older citizens suggest 

that elderly people prefer more unemployment and retirement benefits because they are 

more concerned with job security and income than younger people (Iversen 2005; 

Howard 1997). Older citizens are closer to retirement and have a limited ability to find 

new employment, so they are more concerned with welfare protections in the SSW area 

than the younger workers who have a longer time frame before retirement and can more 

easily find work if they become unemployed (Esping-Andersen 1990; Iversen 2005). In 

addition, there is a limited amount of evidence suggesting that aged individuals prefer 

more health provisions because there healthcare costs are greater than those of younger 

individuals (Howard 1997; Iversen 2005). Finally, the bulk of the social policy 

preferences research suggests that elderly people do not support education expenditure 

and, in fact, may oppose it (Howard 1997; Iversen 2005). 

 Empirically, the AIC literature has suggested that a larger elderly population is 

associated with a larger welfare effort (Duval 2003; Easterlin 1978; Esping-Andersen 

1990; Galasso 2006; Guillebaud 1980; Longman 1987; Myles 1984; Pampel and 

Williamson 1985, 1989; Phillipson 1990, 2000; Wilensky 1975). The main questions that 

remain regarding the role of the elderly population in the development of welfare are (1) 

whether this relationship exists in LDCs; (2) when the elderly population has the ability 
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to influence the welfare effort; (3) whether the elderly has an impact on all forms of 

welfare or only the one that is the most immediate concern for them, i.e., SSW; and (4) 

why a larger elderly population is associated with a larger welfare effort, i.e., does the 

demographic-functionalist theory or the political pressure explanation better explain this 

relationship? 

 Most scholars assume that the elderly population has the same positive 

relationship with the welfare effort in LDCs as it does in AICs though this has not been 

extensively examined. Instead, LDC scholars often focus on the percentage of dependents 

in society – both children and the elderly – and whether a larger number of dependents 

means that there are more people to support, and therefore, higher expenditure levels 

(Rudra 2002; Sagner 2000; Schmidt 1995; Tang 1996). However, life expectancy rates 

are rising all over the world, so the aged population in the global south is also increasing. 

In comparison to AICs, the rate of increase has been much smaller in LDCs due to the 

higher fertility rates in the developing world. While fertility rates have dropped below the 

replacement-fertility rate of 2.1 in most developed countries, they are well above the 

replacement-fertility rate in the developing world (The World Factbook  2009). This 

higher rate of births in the global south has offset the increasing life expectancy in such a 

way that the percent of the aged population is, on average, not nearly as high in the global 

south as it is in AICs. 

 As a result, the percent of the elderly population in Latin American is 

representative of the elderly population worldwide and representative of different stages 

in the historical increase of the aged population in AICs.  The elderly population in 

Uruguay in 2005 made up just over 13 percent of their total population, comparable to 
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that of Canada or the Netherlands. In contrast to Uruguay, the aged population has made 

up a fairly constant percentage of the total population at 3.5 to 4.5 percent in Bolivia, 

close to that of the Philippines, Nigeria, and South Africa and close to the worldwide 

percentage of the aged population in the 1800s (Galasso 2006; World Development 

Indicators"  2007). Therefore, the variation in the percent of the aged population in Latin 

America makes this region a good test of the relationship between the elderly population 

and the welfare effort worldwide. 

 Consistent with the general argument throughout this dissertation, I argue that the 

ability of the elderly population to influence the welfare effort is greater when the country 

is more democratic. A larger elderly population is stronger in numbers and, therefore, 

more capable of pressuring the government for representation of its interests. As a county 

becomes more democratic, the leaders become more responsive to electoral pressures 

because they are held accountable for their policy decisions through the political process. 

As a result, these representatives respond to demands from a larger elderly population in 

an attempt to secure their political survival. 

 This argument is very similar to that of the effects of democracy and labor on the 

welfare effort. Both domestic pressure groups are more successful in influencing the 

welfare effort when they have the resources and the opportunity to do so. When the group 

is stronger, they have greater resources for influencing the government and when the 

government is more highly democratic, they have a greater opportunity to have their 

interests represented.   

 The main difference between the expectations for labor’s influence on welfare 

spending and the elderly population’s relationship with welfare spending has to do with 
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the type of welfare program. While the labor population prefers greater welfare 

protections in all three areas, the elderly population does not support education 

expenditure; the aged population is mostly concerned with the provision of retirement 

and unemployment benefits, and, to a lesser extent, they care about healthcare provisions. 

Consequently, I argue that democratic countries with a larger elderly population will 

spend more on SSW and health programs, but these countries are not associated with 

higher education expenditure.  

 Like the democracy and labor pressure argument in chapter two, this argument 

relies on the link between representativeness and political survival. Democratic leaders 

must represent their constituents in order to increase the likelihood that they or their party 

will be reelected (Bueno de Mesquita et al. 1999; Bueno de Mesquita et al. 2003). 

However, democratic leaders face competing constituencies, so domestic pressure groups 

must have the resources to pressure the government for representation of their interests 

over the interests of competing groups (Ames 1987; Lake and Baum 2001). 

 The main contribution of this chapter is to clarify the role of democratic regimes 

and extend the political accountability literature by including a domestic pressure that 

shapes the effect of democracy. However, in doing so, this manuscript is also a test of the 

political pressure explanation against the demographic-functionalist explanation. The 

political pressure explanation is more substantiated if there is a difference in how regimes 

respond to the size of the elderly population, and conversely, the demographic 

functionalist argument is supported by results that are constant across regimes. If elderly 

population pressures equally affect authoritarian regimes and democratic regimes, then 

the relationship between the elderly and the welfare effort may be a function of the size 
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of the population that these programs cover and not a matter of elderly pressures on the 

government. 

 In addition, the functionalist theory is, clearly outlined, a theory regarding the 

development and industrialization of a country and how advances in these areas also 

increase the size of government and the government’s response to the growing elderly 

population. If the economic variables are more influential than the political measures in 

these analyses, this finding would lend support to the idea that the relationship between 

the size of the elderly population and welfare is due to development, in effect, lending 

more support to the demographic functionalist argument (Esping-Andersen 1990). 

VARIABLES & METHOD 

I argue that as a country becomes more democratic, a larger elderly population 

will be able to more successfully pressure the government for SSW and health provisions. 

In order to test these hypotheses, I set this chapter up somewhat differently than the 

models in chapter two. In this chapter, I use two different types of models to more 

confidently test these interactive relationships and to test the political pressures theory 

against the demographic-functionalist explanation.  

First, I run split sample regressions to analyze the effect of the elderly population 

under democratic governments and authoritarian governments, respectively. I 

dichotomize the polity score by coding any regime that is greater than or equal to six (or 

sixteen on the zero to twenty scale) a democracy and all other regimes as authoritarian. 

Then, I split the sample into these two categories and run the models for each regime type 

and each welfare area (six models in total). I expect to find that the elderly population is 

more highly related to SSW and health expenditure in democratic governments, but 
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elderly pressures are not significantly related to education expenditure under either 

regime type. 

The second set of models use the full sample and include the interaction of 

democracy and the elderly population. These models are an extension of those used in 

chapter two. I use these interaction models in an attempt to demonstrate that a larger 

elderly population is more successful at pressuring the government for greater SSW 

expenditure as a country becomes more democratic, relative to that of less democratic 

regimes. Similar to the split sample models, I do not expect to find a significant 

relationship between democracy, the elderly and education expenditure.  However, unlike 

the split sample models, these interaction models allow me to test whether there is a 

significant difference between regime type effects on the SSW and health efforts given 

the varying pressures from the elderly population.  

While beliefs regarding the most appropriate model for testing interactive 

hypotheses are predominantly in favor of this second approach, called the moderator 

approach to interaction effects (Brambor et al. 2005; Garrett 1998; Jaccard and Turrisi 

2003; Kam and Franzese 2007), I chose to include both split sample and interaction 

models in this section due to the ease in interpreting and explaining the split sample 

models and because of the problems introduced when including multiple interaction 

terms in one model.   

Some scholars argue that interaction models inherently introduce multicollinearity 

with the inclusion of not only the component variables, but also product terms that are 

highly correlated to their separate components. However, when there is only one 

interaction term in the model, these fears are usually erroneous. In fact, interaction terms 
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are often much less correlated to their component terms than the separate variables are to 

each other (Jaccard and Turrisi 2003). That being said, the introduction of multiple 

interaction terms using the same component variable (in this case, democracy) increases 

the possibility of multicollinearity and, thereby, can substantially inflates the standard 

errors and decrease the likelihood of finding significant results. 

Nevertheless, unlike split sample models, these models test whether the elderly 

population significantly shapes the effect of democracy relative to authoritarian regimes. 

The interaction models not only test whether the strength of the elderly population 

conditions the effect of democracy, but, in doing so, also tests for a significant difference 

between the effect of more democratic governments and authoritarian governments under 

these same elderly pressures. For these reasons, I include both types of models in this 

chapter. 

For each type of model, I use the same three social spending measures as those in 

chapter two. The social spending areas include (1) SSW expenditure, (2) health 

expenditure, and (3) education expenditure.39 As previously mentioned, the elderly 

population may pressure the government for various types of social spending, so I use 

disaggregated models to test whether the aged population is more highly associated with 

SSW and health spending (Kaufman and Segura-Ubiergo 2001).  

I measure each of these welfare areas as the percent of the central government’s 

total expenditure dedicated to each respective social program area.40 As mentioned 

earlier, using this type of expenditure data has a few limitations, but it is the most 

appropriate and available data for the developing world (Allan and Scruggs 2004; Brown 

                                                
39 As noted earlier, the social security and welfare (SSW) variable includes benefits for old age, sickness, 
maternity, unemployment, invalidity, survivors, health care, work injury and family allowance. 
40 See Appendix A for all variable descriptions and sources. 
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and Hunter 1999; Esping-Andersen 1990; Kaufman and Segura-Ubiergo 2001; Rudra 

2002; Rudra and Haggard 2005). 

All of the split sample models as well as the interaction models include a variable 

to capture domestic pressures from the elderly population. This is a measure of the size of 

the elderly population as a percent of the total population. Unfortunately, there is no 

cross-national measure available to capture the organization capacity of the aged 

population. Therefore, it is possible that the size of the elderly population will actually 

capture pressures on government to provide for the elderly from other domestic groups 

(such as their children or other caretakers).  Even if this is the case, it does not 

substantially affect my theory because the variable will still capture political pressures for 

welfare expansion. These pressures, however, may not be coming directly from the aged 

population, but on their behalf. Therefore, if possible, future research should try to 

capture the organization capacity of the elderly or analyze individual level data on elderly 

preferences to evaluate whether these pressures are actually coming from the aged 

population. 

As I did in chapter two, I include a variable for domestic pressures from the labor 

population. This potential labor power (PLP) variable is a measure of the ratio of skilled 

manufacturing sector workers to low-skilled workers by the surplus labor population 

(Rudra 2002). I include this labor power control and the elderly domestic pressure 

variable to address the conditional effect of regime type (under these varying pressures) 

that previous studies have not adequately specified. 

To control for economic factors, each model (for both the split sample models and 

the interaction models) contains a series of common economic control variables. I include 
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GDP per capita to control for economic development (Cutright 1965; Wagner 1883; 

Wilensky 1975; Wilensky and Lebeaux 1958); debt and inflation as constraints on 

welfare spending (Kaufman and Segura-Ubiergo 2001; Kaufman and Stallings 1989); and 

trade as a measure of globalization (Burgoon 2001; Cameron 1978; Garrett 1998; Rodrik 

1998; Rudra 2002; Segura-Ubiergo 2007).41  

All six of the split sample models contain the variables outlined above. These 

models are the same for both sets of countries – democratic and authoritarian. The split 

sample models are as follows: 

Welfare Effort  =  

b0 + b1 (Labor) + b2 (Elderly) + b3 (GDP)  

+ b4 (Trade) + b5 (Inflation) + b6 (Debt)  

Given that the split sample models compare democratic regimes and authoritarian 

regimes, it is not necessary to include a regime variable in these models. However, in the 

interaction models, I add a measure of democracy using the polity IV data.42  This 

variable captures political competition and constitutional constraints (Marshall and 

Jaggers 2002).  

Each of the interaction models is meant to build on the findings of chapter two by 

including an interaction term of the elderly and democracy as well as an interaction 

control for potential labor power and democracy. For the purposes of this study, the 

interaction terms address the influence of democracy when there are varying amounts of 

pressure from the elderly and labor populations. Stated simply, they test whether the 

                                                
41 Variable definitions and sources are listed in Appendix A. Also, more theoretical information on these 
variables is included in chapter two in the Variables and Method section. 
42 Polity is measured on a -10 to 10 scale, but as is a common practice, I have transformed the variable to a 
0 to 20 scale. See Marshall, Monty, and Keith Jaggers.  2002.  “Political Regime Characteristics and 
Transitions, 1800-2004.” Polity IV Project. 
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strength of the elderly population conditions the effect of regime type on the welfare 

effort. The interaction models are as follows: 

Welfare Effort =  

b0 + b1 (Democracy) + b2 (Labor) + b3 (Democracy*Labor)  

+ b4 (Elderly) + b5 (Democracy*Elderly) + b6 (GDP) + b7 (Trade) 

+ b8 (Inflation) + b9 (Debt) 

Both the split sample and the interaction models include data for 20 Latin 

American countries from 1975 to 1997.43 For all models, I use fixed effects (FE), times-

series cross-sectional technique (TSCS). In previous research, scholars typically use 

lagged dependent variable (LDV) models for each type of social spending. I chose to 

follow that standard in chapter two. However, to build more sophisticated models and, 

hopefully, end up with a much better model by the end of this dissertation, I extend 

analyses in chapter two theoretically and methodologically. While prior research almost 

always relies on these LDV models, each of the welfare variables has its own statistical 

issues that need to be addressed appropriately instead of treating all three models in the 

same way.44  

The health and the SSW variables are highly dependent on the previous years 

spending (as was evident by the LDV results in chapter two). In addition, health 

expenditure as a percent of total expenditure fails one of three stationarity tests and SSW 

                                                
43 The countries included are as follows: Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, 
Dominican Republic, Ecuador, El Salvador, Guatemala, Guyana, Honduras, Mexico, Nicaragua, Panama, 
Paraguay, Peru, Trinidad, Uruguay and Venezuela. Notice that the number of observations is close though 
not the same in the split sample models as those in the interaction models. In splitting the sample, I use a 
few of the data points where the regimes transition to another regime form. 
44 Recently, however, Huber, Mustillo and Stephens (2008) have used partially differenced models to 
analyze the long-run effects of democracy. 
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spending as a percent of total expenditure fails two of three unit root tests.45 On top of 

these issues, unlike the models in chapter two, even after controlling for the unit specific 

effects (USE) by using the fixed effects estimation, the residuals are still significantly 

correlated to the previous years error (i.e., the residuals are still correlated to one another) 

and the rho is above 0.90 in these health and SSW models.46 

I have chosen to use partially differenced models for both the health and SSW 

models in this chapter (and chapter four) to better address the aforementioned problems. 

In doing so, these models subtract out the mean of each variable, which addresses the 

bulk of these statistical issues.47  

As for the education expenditure models, this variable is not highly dependent on 

the previous years education expenditure nor is it stationary (according to any of these 

three tests and the lack of significance for the year variable when it is included). In 

addition, using FE, takes care of the residual correlation issues (evident from the lack of 

statistical significance of the lagged predicted errors when testing for residual 

correlation). As a result, I continue to use the standard LDV with FE statistical technique 

for the education models. 

RESULTS 

 I argue that as a country becomes more democratic, the representatives become 

more accountable to the public and are more responsive to domestic pressures for welfare 

                                                
45 Health expenditure failed the modified Dickey-Fuller test, but did not fail the Dickey Fuller test or the 
Phillips-Perron test. SSW failed the modified Dickey-Fuller test and the Phillips-Perron test, but did not fail 
the Dickey Fuller test. In all likelihood, the SSW variable contains a unit-root and a fully differenced model 
is a statistically better option. However, this model is not theoretically relevant, so I chose to use the 
partially differenced model. 
46 To test for correlation of the errors in the FE models, I pulled out the USE, predicted the remaining 
residuals, and then regressed these lagged residuals on the residuals. For both the health and SSW models, 
there was a significant amount of correlation left in the residuals. 
47 Notably, rho drops below .90 with these models. 
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policy because they are trying to insure their political survival. Therefore, if the elderly 

population prefers more welfare provisions in the SSW area, democratic regimes should 

be more responsive to these demands and have higher SSW expenditure. To test these 

interactive hypotheses and the political pressure argument, I use split sample models to 

analyze the effect of the elderly under democracy and nondemocracy, respectively, and 

interaction models to evaluate whether the strength of the elderly population conditions 

the effect of democracy relative to nondemocracy.  

 
Table 3.1:  The Effect of Democracy and the Elderly on Social Security and 
Welfare Expenditure (Split Sample Model) 
 Democratic Regimes Authoritarian Regimes 
Labor -1.50 

(-0.56) 
-0.82 

(-0.28) 
Elderly 4.90*** 

(3.50) 
3.68 

(1.23) 
GDP 0.00 

(0.68) 
0.00 

(0.24) 
Trade -0.04 

(-0.63) 
-0.05 

(-0.73) 
Inflation (Log) -0.22 

(-0.46) 
-1.05* 
(-1.33) 

Debt (Log) -1.86** 
(-1.88) 

-2.16 
(-1.19) 

Observations (N) 108 114 
R-Squared 0.32 0.06 
*significant at the .10 level; **significant at the .05 level; ***significant at the .01 level for a one-tailed 
test; t statistics in parentheses. 
 
 In discussing the results, I first review the split sample models and then move on 

to the interaction models (including a marginal effects graph). Consistent with the theory 

that the aged population will more successfully pressure the government for SSW 

services when the government is democratic, in the SSW split sample models, the elderly 

population has a strong and positive relationship with SSW expenditure in democratic 

countries. Additionally, these results demonstrate that a larger elderly population has an 
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insignificant effect on SSW when the country is authoritarian, though the relationship is 

still positive (see Table 3.1 on the previous page).  

 The results for the effect of the elderly population on health expenditure, on the 

other hand, are somewhat surprising. The size of the elderly population has a positive and 

highly significant effect on health expenditure in authoritarian regimes, and a positive yet 

insignificant and very small relationship to health expenditure in democratic regimes (see 

Table 3.2 below). The elderly population faces higher health expenses than younger 

populations, so it is not surprising that there is a relationship between the aged population 

and health expenditure. 

 
Table 3.2:  The Effect of Democracy and the Elderly on Health Expenditure (Split 
Sample Model) 
 Democratic Regimes Authoritarian Regimes 
Labor -0.81 

(-0.46) 
-0.72 

(-1.08) 
Elderly 0.30 

(0.29) 
2.64*** 
(3.24) 

GDP 0.00 
(0.40) 

0.00 
(0.35) 

Trade 0.06 
(1.28) 

0.01 
(0.68) 

Inflation (Log) -0.50* 
(-1.34) 

0.11 
(0.67) 

Debt (Log) -0.54 
(-0.76) 

0.36 
(0.88) 

Observations (N) 108 118 
R-Squared 0.06 0.13 
*significant at the .10 level; **significant at the .05 level; ***significant at the .01 level for a one-tailed 
test; t statistics in parentheses.  
 
 What is surprising, however, is that this effect is stronger in nondemocratic 

countries than it is in democratic countries. Future research should evaluate why the 

effect of the elderly population is more influential in nondemocratic regimes than it is in 
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democratic regimes with regards to the health services effort and whether authoritarian 

regimes in general emphasize health services more than democratic governments. 

 Finally, the null findings for the effect of the elderly population on education 

expenditure in both regime types support the argument. A larger elderly population has 

no effect on education expenditure regardless of regime type (see Table 3.3 below), yet 

this welfare area is not a major concern of the aged population because it does not 

directly affect them. Therefore, the lack of a positive relationship between the elderly 

population and education expenditure is expected.  

 
Table 3.3: The Effect of Democracy and the Elderly on Education Expenditure 
(Split Sample Model) 
 Democratic Regimes Authoritarian Regimes 
Labor -4.58 

(-1.12) 
-2.73** 
(-2.09) 

Elderly 3.00 
(0.71) 

0.98 
(0.73) 

GDP 0.00 
(0.72) 

0.00** 
(2.65) 

Trade -0.10 
(-0.79) 

-0.01 
(-0.37) 

Inflation (Log) 1.24 
(1.23) 

-0.65* 
(-1.67) 

Debt (Log) -2.72* 
(-1.29) 

-0.20 
(-0.30) 

Lagged DV  -0.12 
(-1.12) 

-0.00 
(-0.32) 

Observations (N) 118 131 
R-Squared 0.05 0.15 
*significant at the .10 level; **significant at the .05 level; ***significant at the .01 level for a one-tailed 
test; t statistics in parentheses. 
 
 The SSW expenditure models and the education models support the political 

pressures argument and support the idea that elderly pressures for SSW expenditure are 

more effective under democracy. Nevertheless, the findings for the health expenditure 



 70 

models are unexpected and do not clearly support the political pressures theory or the 

demographic functionalist argument. 

 The labor population and trade results are insignificant in all but the education 

models. The findings for the control variables for all models suggest that democracies 

and authoritarian regimes are equally likely to respond to economic pressures, and, as 

with Table 2.1, that economic development is most associated with higher education 

expenditure.  In addition, these economic variables are not highly influential, so the 

demographic-functionalist argument is not supported by stronger results for the economic 

variables than the political variables (compare Tables 3.1, 3.2, and 3.3). 

 These models allow me to evaluate the role of the aged population while 

controlling for domestic pressures from the labor population without introducing a 

multicollinearity problem that inflates the standard errors of the model. Excluding the 

counter-intuitive health expenditure findings for authoritarian regimes, these models 

support the hypotheses and the political pressures argument. The health expenditure 

models, on the other hand, do not support either theory. 

 In the split sample models, there is no way to test whether there is a significant 

difference between elderly pressures in more democratic regimes and the elderly 

population in more authoritarian regimes, so I also analyze these effects using interaction 

models or, as previously called, the moderator approach to estimating the relationship 

between democracy, the aged population, and the welfare effort. Testing for a significant 

difference is especially important for the SSW models because, as evident in the split 

models, both democratic and authoritarian regimes with higher pressures from the elderly 

population are positively associated with SSW expenditure (though the relationship is 
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insignificant for authoritarian regimes). As a result, these models will allow me to test 

whether there is a significant difference between these two positive coefficients. 

 In addition, as explained earlier, I use interaction models to test for the effect of 

democracy under varying elderly pressures relative to nondemocracy. I do not discuss the 

effect of regime type, labor or elderly independent of or controlling for other variables 

because interaction coefficients cannot be interpreted in this way (See Kam and Franzese 

2007). However, interaction models allow me to evaluate whether or not there is a 

statistically significant difference in how regimes respond to elderly pressures.   

 Using the interaction models, I cannot discuss these variables separately because, 

as previously mentioned, these are not standard linear-additive models and cannot be 

interpreted as such. I can, however, analyze (1) the effect of democracy with no domestic 

pressures from the elderly or labor (i.e., when elderly=0 and PLP=0); (2) the effect of the 

elderly population under perfectly authoritarian regimes (polity=0); (3) whether the 

elderly population conditions the effect of democracy on the SSW effort; and (4) for 

reasons explained later, the marginal effect of the elderly population on the SSW and 

health effort as a country becomes more democratic (i.e., the corollary interaction for the 

effect of the elderly over a range of democracy values). 

 The effect of democracy with no elderly population (elderly=0) and no potential 

labor power (PLP=0) is significantly and negatively associated with both SSW spending 

and education expenditure though not significantly associated with health expenditure 

(see “Democracy” row in Table 3.4). These results closely mimic those in the interaction 

models in chapter two (see Table 2.1). Notably, however, it is hard to imagine a country 

that matches this description, and, accordingly, no country in this sample has an elderly 
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population smaller than 2.45 percent of the total population. Therefore, these results 

should only be discussed as a general trend toward a lack of domestic pressures under 

highly democratic countries.48  

 
Table 3.4:  The Effect of Democracy and the Elderly on Welfare Expenditure 
(Interaction Models) 

 
Social Security 

and Welfare 
Expenditure 

Health 
Expenditure 

Education 
Expenditure 

Democracy  -.32* 
(1.36) 

-0.03 
(-0.29) 

-0.42* 
(-2.17) 

Labor -0.66 
(-0.32) 

-1.43 
(-1.23) 

-9.39*** 
(-4.10) 

Democracy & Labor -0.02 
(-0.18) 

0.03 
(0.46) 

0.42*** 
(3.32) 

Elderly 4.97*** 
(6.19) 

1.27* 
(2.34) 

-0.57 
(-0.33) 

Democracy & Elderly 0.05* 
(1.32) 

0.00 
(0.17) 

-0.01 
(-0.21) 

Democracy & Weak Elderly -0.18 
(-0.92) 

-0.02 
(-0.25) 

-0.44** 
(-2.63) 

Democracy & Strong Elderly 0.26 
(0.73) 

0.00 
(0.01) 

-0.51* 
(-1.51) 

Elderly & Nondemocracy 5.02*** 
(6.41) 

1.28*** 
(2.37) -- 

Elderly & Democracy 5.74*** 
(8.57) 

1.32*** 
(2.55) -- 

GDP 0.00 
(0.54) 

0.00 
(0.59) 

0.00* 
(2.05) 

Trade -0.04 
(-1.22) 

0.04* 
(2.37) 

-0.04 
(-0.85) 

Inflation (Log) -0.66** 
(-1.76) 

-0.25* 
(-1.36) 

-0.10 
(-0.21) 

Debt (Log) -0.46 
(-0.55) 

-0.46 
(-1.18) 

-0.50 
(-0.53) 

Lagged DV -- -- 0.00 
(0.08) 

Observations (N) 251 236 249 
R-Squared 0.19 0.12 0.09 
*significant at the .10 level; **significant at the .05 level; ***significant at the .01 level for a one-tailed 
test; t statistics in parentheses.  

                                                
48 For more information on the descriptive statistics in this chapter, see Appendix D. 
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 Due to this fact, it is more appropriate to discuss what these results suggest in 

general. As stated in chapter two, democratic leaders who are not facing pro-welfare 

pressures may be facing pressures for less social expenditure from other constituencies, 

the most predominant of which is the business elites.  Therefore, these results simply 

suggest that democracy, when faced with no or little pro-welfare pressures, is associated 

with lower SSW and education expenditure.  

 These results are consistent with the predictions in Table 1.1: democracy has a 

significantly lower level of expenditure in these two welfare areas when there is a lack of 

pro-welfare domestic pressures. On the other hand, these results, like those in chapter 

two, do not suggest that this relationship holds for health expenditure. Given that I 

expected the aged population to have a positive effect on the health services effort, these 

results are somewhat surprising.  However, these results and those in chapter two suggest 

that this relationship is not significant for health expenditure. 

 The elderly population under perfectly authoritarian regimes (polity=0) is 

significantly associated with a larger welfare effort in both SSW and health expenditure 

(see “Elderly” row in Table 3.4). Substantively, this suggests that when there is a larger 

elderly population, authoritarian regimes spend a higher amount on their SSW effort and 

health services.   

 These results are inconsistent with my expectations because, as I argued in 

chapter one, I expect authoritarian regimes to be associated with lower levels of 

expenditure regardless of domestic pressures from labor or the elderly. While this 

expectation was upheld in chapter two, it appears that the elderly population is associated 

with higher SSW and health expenditure even when the government is perfectly 
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authoritarian. These results uphold the positive association between the elderly and health 

expenditure in authoritarian regimes that I discussed in the split sample models (see 

Table 3.2).  

 Therefore, the models in this chapter consistently suggest that more authoritarian 

regimes with a larger elderly population spend a significantly larger amount on health 

expenditure and the interaction model suggests that more authoritarian regimes with a 

larger elderly population spend a larger amount on the SSW effort.  Authoritarian 

regimes may be responsive to elderly pressures, but they should be less responsive than 

democratic regimes. For this reason, it is important to discuss whether the interaction of 

regime type and the elderly is significant and, if so, over what range of values (for these 

variables) this relationship is significant in order to fully evaluate my hypotheses. 

 According to these results, the elderly population significantly conditions the 

effect of democracy on the SSW effort (see “Democracy & Elderly” row in Table 3.4), 

and the effect of democracy on the SSW increases as the percent of the elderly population 

increases. As the conditional results in Table 3.4 demonstrate, as the percent of the 

elderly population increases from three percent to twelve percent of the population (weak 

to strong pressures), the effect of democracy increases from -0.18 to 0.26. The effect of 

democracy never becomes significant across the range of elderly pressure values, but it 

increases to a positive relationship.49 The elderly population has a positive effect on the 

SSW effort regardless of regime type, but the effect is stronger under democracy.  

 While the effect of democracy as elderly pressures increase is not significant, the 

interaction term (“Democracy & Elderly”) is significant. This suggests that there is a 

                                                
49 This lack of significance is partially due to the size of the impact. The change in the coefficient (from 
low elderly to high elderly) is less than one percent. For a graphic representation of these results, see 
Appendix E. 
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conditional relationship between these variables. For this reason (and unlike the models 

in chapter two), I also calculated the conditional coefficients for the corollary to my 

conditional hypotheses – i.e., the effect of the elderly population on SSW expenditure 

under varying polity scores – and include these conditional coefficients in the tables as 

well (see “Elderly and Nondemocracy” as well as “Elderly and Democracy” rows in 

Table 3.4).  

 These coefficients represent the effect of a one-unit change in z (elderly 

population) on y (SSW expenditure) given different values of x (polity score). The effect 

of the elderly population increases from 5.02 when the government is highly authoritarian 

(polity=1) to 5.74 when the government is democratic (polity=16) (see Table 3.4). These 

results support the idea that as the country becomes more democratic, the elderly 

population is positively and increasingly associated with SSW spending. This is a small, 

but substantive increase. 

 Illustrated clearly in the marginal effects graph below, the solid line represents the 

predicted relationship between the elderly and SSW expenditure as the values of x 

(polity) increase. The dotted lines  on each side of the solid line are the 90 percent 

confidence interval surrounding this coefficient for a one-tailed test (see Figure 3.1).50 

These results are statistically significant and suggest that the effect of the elderly 

population increases as a country becomes democratic, which is obvious from the slope 

of the line (see Figure 3.1). As a result, it is obvious that democracy does condition the 

effect of the elderly population on the SSW effort. This graph illustrates the positive 

                                                
50 These graphs were constructed using the lincom results for the effect of democracy as elderly increases. I 
used three as the minimum and twelve as the maximum, to stick with whole numbers. The scale for the 
elderly variable runs from 2.4 to 12.6.  
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coefficient for the interaction term in Table 3.4, and, in doing so, supports the political 

pressures theory over the demographic functionalist theory for the SSW models.51 

 

 Similarly, though to a very small extent, the health expenditure results 

demonstrate a positive relationship between the elderly population, democracy and the 

health services effort as well. According to these results, the effect of the elderly 

population on the health effort increases as a country becomes more democratic, though 

substantively, the change or increase is close to zero, and therefore, I do not include the 

marginal effects graph here (see Appendix E for this marginal effects graph).52 

 Additionally and equally as interesting, while the interaction of democracy and 

the elderly suggests that there is not a significant conditioning effect between the two 

variables, the conditional results for the relationship between democracy, the elderly and 

                                                
51 These confidence intervals were calculated using a one-tailed test because the hypotheses are directional 
in nature (i.e., I expect a positive relationship between the variables). 
52 Notably, the line for the marginal effects coefficient is almost flat, which suggests that the “increase” is 
very close to zero.  
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education expenditure suggest that democracy is associated with lower education 

spending as the size of the elderly population increases (see Table 3.4). This relationship 

is small, but substantial. It is likely that one of two factors have created these significant 

conditional coefficients. First, it is possible that the elderly population is actually 

pressuring the government for less education expenditure (which supports the political 

pressure theory) or, second, it is possible that if there is a larger elderly population, more 

democratic governments are putting more of an effort toward SSW programs and this 

inevitably means that representatives are cutting other programs (such as education).53 

 Finally, It is important to note one unexpected finding that emerges from the 

interaction terms and components in these analyses. The effect of labor that was so 

strongly upheld in chapter two drops out of the SSW and health expenditure models in 

chapter three. The effect is still evident in the education expenditure model, but it is no 

longer present in the SSW and health models. The inclusion of two interactions (between 

democracy and the elderly and democracy and labor) affects the findings for democracy 

and labor. For some unexpected reason, these results lack significance when the elderly 

and labor are both included as interactions, yet they reemerge for all three types of 

welfare expenditure in chapter four when the elderly interaction is dropped from the 

model and I simply control for the effect of the elderly (see Table 4.4 to compare results). 

 For the control variables in these interaction models, economic development is 

associated with a larger education expenditure, but not related to the SSW spending or 

the health expenditure. Likewise, inflation is negatively and significantly associated with 

                                                
53 I have also run each of these models controlling for the other welfare spending areas because spending 
more in one area may mean spending less in other areas. In all models, the other welfare variables are 
highly significant and the inclusion of these variables drastically improves these models. It is not a common 
practice to include these variables, but future research should consider all areas of government expenditure 
and how expenditure in these areas affects government spending in the welfare area of interest. 
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both the SSW effort and health expenditure, but debt is not significantly related to any of 

the three welfare areas. 

 In conjunction, the results for the split sample models, the interaction models and 

the corresponding marginal effects graph all imply that a larger elderly population is 

more highly associated with the SSW effort as a country becomes more democratic. 

Similarly, a larger elderly population is more highly associated with the health effort as a 

country becomes more democratic, but this is not a significant increase. Therefore, the 

SSW results support the political pressures theory, but the health expenditure results do 

not clearly support one theory over the other and do not clearly support the theory that the 

elderly is more successful in pressuring democratic representatives for health 

expenditure. 

DISCUSSION & CONCLUSION 

 Obviously, these results lack the clarity that was evident in the chapter two 

results. However, it is also evident that there is a conditional relationship between 

democracy and the elderly population for the SSW effort and this finding supports the 

political pressure argument.  

 The SSW findings suggest that while the elderly population is positively 

associated with a larger SSW effort regardless of regime type, democracy increases the 

effect of the elderly population on the SSW effort. Stated simply, these findings suggest 

that the effect of the elderly population is greater under democratic regimes and also 

supports the political pressures argument over a functionalist explanation of aging 

societies and welfare development. 
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 These findings also demonstrate that the relationship between the elderly 

population and health expenditure is positive, but this relationship exists regardless of 

regime type, and is not significantly conditioned by regime type. Therefore, the health 

expenditure results are less conclusive and, like the health expenditure results in chapter 

two, bring up questions for future research regarding whether authoritarian governments 

emphasize the provision of health benefits more so than other types of programs and 

more so than democratic governments in general. 

 It is unclear whether these health expenditure results lend support to either major 

theoretical argument because it is important to note that these analyses pose a stricter test 

of the political pressure theory than of the demographic-functionalist theory. As stated in 

chapter one, authoritarian governments have elites that are more independent because 

they are not as reliant on public support for their political survival. However, these 

governments do redistribute income.  

 Political pressures can be exerted on nondemocratic governments as well as 

democratic governments. The main difference between the role of each type of 

government is that representatives in nondemocratic regimes are less responsive to the 

population as a whole and direct redistribution at smaller segments of the population 

while democratic representatives are more responsive to pressures from large segments of 

the population. Therefore, it is not surprising that I find a relationship between 

authoritarian governments with larger elderly populations and higher health expenditure. 

The effect should be greater in democratic governments, but that does not necessarily 

mean that it is nonexistent in authoritarian governments.  
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 In addition, the economic factors are not highly or consistently influential, which 

lends more support to the political pressures argument than the demographic functionalist 

theory. Therefore, these findings uphold the political pressures argument for the SSW 

model, for the economic findings, and for the education models (as previously discussed) 

and are inconclusive for one theory over the other for the health expenditure model. 
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CHAPTER 4: 
 

TRANSITIONAL DEMOCRACIES AND SOCIAL SPENDING 
 
 
 

In this dissertation I have, thus far, treated regime as either more democratic, 

more authoritarian or, for the split sample models, as a dichotomous concept of either 

democratic or authoritarian. However, the fragility and instability of the regime may also 

impact how responsive it is to domestic pressures for welfare expansion. For this reason, 

in the analyses that follow, I discuss and evaluate the role of new or transitional 

democratic regimes on the welfare effort. 

The research on transitional democracy is fairly new, but it is also largely agreed 

upon. According to this literature new democratic governments do not exercise fiscal 

restraint – even those that need to the most (Gasiorowski and Poptani 2006; Kaufman and 

Stallings 1989). These regimes face threats to their survival from both international and 

domestic sources and, in order to increase the likelihood that the regime will survive, they 

often buy off these internal or domestic threats (Simon and Starr 2000). For these 

reasons, I argue that new democratic regimes should be even more responsive to labor 

pressures for welfare redistribution. 

Under an outgoing authoritarian regime, soft-liners within the regime join with 

domestic groups from many sectors of society – artists and intellectuals, human rights 

activists, and especially the working class – to pressure the government for full 

democratization.  During this “popular upsurge” these constituents are not only 

pressuring the government for civil and political rights, but also what they believe to be a 

third component of full democracy – social rights in the form of a minimum standard of 
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living or level of well-being (Dornbusch and Edwards 1991; Gasiorowski and Poptani 

2006; Linz and Stepan 1996; Marshall 1963; O'Donnell and Schmitter 1986; Olson 2006; 

Robertson 2004).  

 These feelings of entitlement from the public are more widespread and more 

salient when undergoing a democratic transition for two reasons. First, the previous 

regime is usually associated with major economic “blunders”, for which the larger 

population has fallen victim (Kaufman and Stallings 1989; Roxborough 1989). Second, 

these regimes have often suppressed popular demands, so democratization allows a quick 

and decided surge of previously repressed contention. As a result, discontent has been on 

the rise, but these groups have had no outlet. When the regime is opened up to these 

demands through democratization, the leaders are often surprised by the extent of 

dissatisfaction that comes to the forefront (Robertson 2004; Vacs 1987).   

Due to the role they play in bringing about democracy, the fact that they are often 

the group most affected by the economic problems of the authoritarian regime, and the 

years of repression they face under these authoritarian regimes, the working class often 

emerges as the largest domestic pressure and as the electoral backbone of these new 

fragile democracies (O'Donnell and Schmitter 1986; Roxborough 1989). Fearing not only 

the loss of their political position in the next election but also the failure of the regime, 

the new democratic representatives are even more responsive to domestic pressures than 

representatives in established democracies. These new democratic leaders respond to 

these pressures with populist policies – including an expansion of the welfare effort 

(Dornbusch and Edwards 1991; Linz 1978; O'Donnell and Schmitter 1986). 
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Similar to these expectations, research on new democratic regimes in post-

communist Europe during the dual transitions of the 1990s has suggested that these 

governments faced feelings of entitlement from the population as a whole, and, not 

surprisingly, responded with a increase in the welfare effort (Inglot 1995; Kramer 1997; 

Lipsmeyer 2002). However, the transitions in Latin America occurred along with severe 

economic crises – including the debt crisis. 

As a result, in the midst of these democratic transitions, these countries faced 

international pressures (especially from the International Monetary Fund or IMF) for 

fiscal discipline and market reforms as well as labor pressures for welfare redistribution 

(Kaufman and Stallings 1989; Robertson 2004). The question that remains is whether 

these new democratic representatives responded to the economic crisis with lower 

welfare spending or responded to labor pressures for welfare expansion in an attempt to 

increase regime stability. In the analyses that follow, I test whether these new democratic 

governments respond to labor pressures with greater welfare expenditure. 

VARIABLES & METHOD 

 I argue that transitional or new democratic regimes are even more responsive to 

labor pressures for welfare expansion than established democratic regimes or 

authoritarian regimes. To evaluate the role of these regimes on the welfare effort, I use 

two different types of statistical techniques that build upon the previous models in this 

manuscript. Similar to the models in the previous chapter, I first use split sample models 

to analyze the effect of democratic regimes, authoritarian regimes and new democratic 

regimes separately. Next, I employ a fully specified interaction model that includes the 
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interaction of transitional democracy and labor as well as controlling for the interaction 

of democracy and labor.  

 Each of these types of models has benefits and problems. The split sample models 

are easier to interpret and these variables can be evaluated as effects (rather than 

conditional effects). However, these models do not allow me to analyze the effect of 

transitional democracy relative to other regimes and whether there is a significant 

difference in regime type responses to labor pressures 

 Interaction models, on the other hand, allow me to evaluate whether there is a 

significant difference between regime types and the effect of transitional democracy 

under varying levels of labor pressure. However, as previously discussed, there can be 

methodological problems with using models containing multiple interactions. In this 

chapter, the component that exists in both interaction terms is the labor (PLP) variable. 

Including the PLP variable and then including it as a component of two different 

interaction terms may introduce multicollinearity into the models, inflating the standard 

errors and making it difficult to find a significant relationship. As a result, I include both 

types of models in this chapter. 

 As with the previous models, I analyze the effects of regime type on three 

different types of social spending areas: (1) SSW spending; (2) health expenditure; and 

(3) education expenditure.54 Each of these variables is measured as the percent of total 

government expenditure dedicated to that respective welfare effort area.55 As previously 

mentioned, these are the best available measures on a country’s welfare effort for Latin 

America. 

                                                
54 As previously mentioned, the social security and welfare variable includes benefits for old age, sickness, 
maternity, unemployment, invalidity, survivors, health care, work injury, and family allowance. 
55 See Appendix A for all variable description and sources. 
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 I expect leaders in transitional democratic governments to be associated with 

higher welfare expenditure overall, but they may be more likely to focus on SSW 

expenditure given that unemployment and wages are often the primary areas of neglect in 

outgoing authoritarian regimes (Roxborough 1989). Evaluating these models separately 

will demonstrate whether representatives in transitional democratic regimes are more 

likely to increase or decrease spending in one area over another. Therefore, as in the 

previous chapters, I use disaggregated models for the three different types of welfare. 

 All of the models include domestic pressure measures in order to build upon the 

models in the previous sections. Each model has a variable to capture the potential power 

of the labor population. This variable is constructed as the ratio of the skilled 

manufacturing sector workers as a percent of low-skilled workers by the surplus labor 

population (Rudra 2002). Additionally, all models include a variable to control for the 

relationship between the size of the elderly population as a percent of the total population 

and the welfare effort.  

 Like the previous models, all of these models include four economic control 

variables. I control for the effect of wealth using GDP per capita, the effect of debt and 

inflation issues on the welfare effort using the debt service ratio and the annual 

percentage of inflation, and the effects of globalization using a measure of trade (Boix 

2001; Cameron 1978; Cutright 1965; Flora and Alber 1981; Garrett 1998; Kaufman and 

Segura-Ubiergo 2001; Kaufman and Stallings 1989; Rudra 2002; Wagner 1883; 

Wilensky 1975; Wilensky and Lebeaux 1958).  

 For the split sample models, the sample is separated into country-years by regime 

type using three mutually exclusive categories, so there are three models per type of 
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welfare expenditure: (1) transitional democracy; (2) democracy; and (3) authoritarian 

regimes. To construct this new democracy category, I code the regime as a transitional 

democracy for any year in which the regime was a democracy (at sixteen on the twenty 

point scale), but was not a democracy in the prior year (less than a fourteen). 

Additionally, the regime is coded as a transitional or new democracy for the next four 

years unless there is a reversal of democracy before then (Gasiorowski and Poptani 

2006). 

 To construct the democracy and nondemocracy categories, I use the same 

requirements as those in chapter three, but exclude new democratic regimes. I first code 

any regime that is a six or greater on the polity score (or sixteen on the zero to twenty 

scale) as a democracy and any regime that is less than a six as a nondemocracy. Then, I 

drop all regimes that are in the new democracy category, so that each of these categories 

is mutually exclusive. Given that there are three categories of regime type and three types 

of welfare expenditure, there are nine split sample models in total. Each of these split 

sample models is as follows: 

Welfare Effort =  

b0 + b1 (Labor) + b2 (Elderly) + b3 (GDP)  

+ b4 (Trade) + b5 (Inflation) + b6 (Debt)  

 However, in order to evaluate the interaction effect of one regime type under 

domestic pressures in comparison to the other regimes types and whether there is a 

significant difference between regime effects, I also use the full sample and run 

interaction models. For obvious reasons, I do not include regime variables in the split 

sample models, but need to include them for the interaction models. 
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 Therefore, just as I created the transitional democracy category for the split 

sample models, I code a dummy variable for new or transitional democracy for each of 

the interaction models. In addition, I include the polity index from the polity IV data 

scaled from zero to twenty to capture the effect of regime type as a country becomes 

more democratic. Both of these measures are created using the polity variable from the 

Polity IV dataset. Therefore, these variables capture regime types in terms of 

constitutional constraints and political competition (Marshall and Jaggers 2002). 

 For the effect of regime types under varying pressures from labor, I include an 

interaction of potential labor power (PLP) with both the transitional democracy variable 

and the democracy measure, respectively. The interaction models are as follows: 

Welfare Effort =  

b0 + b1 (Transitional) + b2 (Democracy) + b3 (Labor)  

+ b4 (Transitional*Labor) + b5 (Democracy*Labor) 

+ b6 (Elderly) + b7 (GDP) + b8 (Trade) 

+ b9 (Inflation) + b10 (Debt) 

 All the models include the same sample of 20 Latin American countries from 

1975 to 1997.56 I use a fixed effects (FE), time series cross-sectional (TSCS) technique, 

and, as in the previous chapter, I include a lagged dependent variable (LDV) in the 

education model and use a partially differenced technique for both the SSW models and 

the health expenditure models. 

                                                
56 The countries included are as follows: Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, 
Dominican Republic, Ecuador, El Salvador, Guatemala, Guyana, Honduras, Mexico, Nicaragua, Panama, 
Paraguay, Peru, Trinidad, Uruguay and Venezuela. Notice that the number of observations is close though 
not the same in the split sample models as those in the interaction models. In splitting the sample, I use a 
few of the data points where the regimes transition to another regime form. 
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 As I mentioned in chapter three, in an attempt to build more appropriate models, I 

move away from the standard LDV, FE statistical technique for the SSW and health 

expenditure models. Each of these variables has unique statistical issues and should be 

addressed appropriately in order to deal with those difficulties. The SSW variable has 

stationarity issues and both the SSW measure as well as the health expenditure variable is 

highly dependent on the previous years spending levels.57  

 In addition, by controlling for the unit specific effects (USE), predicting the 

residuals left over and regressing the lagged residuals on the errors, I tested whether the 

FE technique took care of all of the residual correlation and it did not. For all of these 

reasons, I chose to use partially differenced models for both the health and SSW models 

in this chapter.  

 As for the education models, this variable is not stationary or dependent 

(according to any of the three tests and to the lack of significance for the year variable). 

In addition, when using the LDV, FE technique, the residuals are not serially correlated 

and the rho is below 0.90. As a result, I continue to use the standard LDV, FE technique 

for the education expenditure models. Therefore, these models resemble those in the 

previous chapter. The main difference is that in these models I have dropped the elderly 

and democracy interaction (while maintaining a control for the percent of the aged 

population) and added a variable for new democratic regimes (including and interaction 

of new democratic regimes and labor in the full sample interaction models). 

 

                                                
57 Health expenditure failed the modified Dickey-Fuller test, but did not fail the Dickey Fuller test or the 
Phillips-Perron test. SSW failed the modified Dickey-Fuller test and the Phillips-Perron test, but did not fail 
the Dickey Fuller test. In all likelihood, the SSW variable contains a unit-root and a fully differenced model 
is a statistically better option. However, this model is not theoretically relevant, so I chose to use the 
partially differenced model. 
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RESULTS  

 While democratic governments should be more responsive to domestic demands 

for redistribution than authoritarian regimes, transitional democratic regimes are highly 

unstable and, therefore, should have an even greater response to labor pressures for 

welfare expansion. In comparing the SSW and health expenditure results across regime 

type using the split sample models, the results suggest that new democratic regimes are 

less associated with SSW and health services when labor is highly organized, but more 

associated with education expenditure when labor has a greater potential for organization 

(see Tables 4.1, 4.2 and 4.3). The SSW and health expenditure findings are unexpected 

and do not match the preexisting qualitative literature on transitional democracy, yet the 

education expenditure model clearly upholds the theory. 

 These results also suggest, however, that new democracies spend more on SSW 

and health programs when there is a larger elderly population. These new democracies 

spend more than established democracies on both of these welfare areas and spend 

considerably more than authoritarian regimes on SSW services when there is a larger 

dependent elderly population (see Table 4.1 and Table 4.2). These results uphold the idea 

that new democratic regimes are more responsive to pressures for SSW services from the 

elderly than democratic regimes, and both new and established democratic governments 

are more responsive to elderly pressures for SSW than authoritarian regimes (see Table 

4.1).   

 The elderly population is also positively and significantly associated with health 

expenditure when the regime is a transitional democracy (see Table 4.2). These results 

suggest that new democratic regimes are more responsive to elderly pressures for health 
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expenditure than established democratic regimes. Also, the aged population is positively, 

though insignificantly, associated with health expenditure under democratic regimes.58  

 
Table 4.1:  The Effect of Regime Type and Labor on Social Security and Welfare 
Expenditure (Split Sample Models) 
 Transitional  

Regimes 
Democratic  

Regimes 
Authoritarian 

Regimes 
Labor -21.55* 

(-1.64) 
-0.46 

(-0.17) 
-0.82 

(-0.28) 
Elderly 14.05** 

(2.46) 
4.14** 
(2.58) 

3.67 
(1.23) 

GDP -0.00 
(-1.07) 

-0.00 
(-0.09) 

0.00 
(0.24) 

Trade -0.02 
(-0.07) 

-0.04 
(-0.47) 

-0.05 
(-0.73) 

Inflation (Log) -2.05 
(-1.05) 

-1.14* 
(-1.69) 

-1.04* 
(-1.33) 

Debt (Log) -4.35 
(-0.85) 

-0.70 
(-0.71) 

-2.16 
(-1.19) 

Observations (N) 24 76 114 
R-Squared 0.52 0.34 0.06 
*significant at the .10 level; **significant at the .05 level; ***significant at the .01 level for a one-tailed 
test; t statistics in parentheses.  
 
  Surprisingly however, the elderly population is more highly associated with the 

health services effort in authoritarian regimes (see Table 4.2 on the next page). These 

health expenditure findings for authoritarian regimes are, like those in chapter three, 

unexpected and future research should evaluate whether authoritarian regimes emphasize 

health benefits over other types of welfare programs. 

 For the education expenditure models, a more highly organized labor force under 

transitional democratic regimes is positively and significantly associated with education 

expenditure, and labor under authoritarian regimes is negatively and significantly 

associated with education expenditure (see Table 4.3). These results uphold the theories 

                                                
58 To see the descriptive statistics for these variables, see Appendix F. 
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that representatives in these new democratic regimes are more responsive to labor 

pressures for education, and that established democratic regimes are positively (though to 

a much smaller extent than new democracy) associated with education expenditure when 

labor is organized. Admittedly, however, the relationship is insignificant. Finally, these 

results suggest that labor is not successful in pressuring authoritarian leaders for 

education expenditure. 

 
Table 4.2:  The Effect of Regime Type and Labor on Health Expenditure (Split 
Sample Models) 
 Transitional 

Regimes 
Democratic  

Regimes 
Authoritarian 

Regimes 
Labor -4.49* 

(-2.66) 
-0.05 

(-0.03) 
-0.72 

(-1.08) 
Elderly 1.48* 

(2.27) 
1.34 

(1.21) 
2.64** 
(3.24) 

GDP 0.00 
(0.96) 

0.00 
(0.65) 

0.00 
(0.35) 

Trade -0.04 
(1.27) 

0.03 
(0.45) 

0.01 
(0.68) 

Inflation (Log) -0.34* 
(-1.45) 

-0.04 
(-0.07) 

0.11 
(0.67) 

Debt (Log) -2.02** 
(-2.88) 

-0.68 
(-0.97) 

0.36 
(0.88) 

Observations (N) 24 76 118 
R-Squared 0.81 0.19 0.13 
*significant at the .10 level; **significant at the .05 level; ***significant at the .01 level for a one-tailed 
test; t statistics in parentheses.  
 
 In the split sample models, the labor results support the theory for education 

expenditure, and the elderly population results support the theory for SSW expenditure.  

Overall, however, the results are inconsistent and unclear. What does seem clear from 

these models is that new democratic governments are highly responsive to economic 

constraints. Transitional democracy is associated with less welfare intervention in the 

health and education areas when inflation and debt are high (see Table 4.2 and Table 4.3). 
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Table 4.3:  The Effect of Regime Type and Labor on Education Expenditure (Split 
Sample Model) 
 Transitional  

Regimes 
Democratic  

Regimes 
Authoritarian 

Regimes 
Labor 7.51* 

(1.69) 
1.81 

(0.34) 
-2.73* 
(-2.09) 

Elderly -4.11 
(-0.76) 

-2.97 
(-0.50) 

0.98 
(0.73) 

GDP -0.00 
(-0.32) 

-0.00 
(-0.91) 

0.00** 
(2.65) 

Trade -0.14* 
(-2.00) 

-0.00 
(-0.02) 

-0.01 
(-0.37) 

Inflation (Log) -1.76* 
(-2.39) 

1.29 
(0.78) 

-0.65* 
(-1.67) 

Debt (Log) -3.87* 
(-1.65) 

.038 
(0.14) 

-0.20 
(-0.30) 

Lagged DV -1.03*** 
(-6.67) 

-0.35** 
(-2.80) 

-0.00 
(-0.32) 

Observations (N) 32 86 131 
R-Squared 0.77 0.13 0.15 
*significant at the .10 level; **significant at the .05 level; ***significant at the .01 level for a one-tailed 
test; t statistics in parentheses. 
 
 Debt and inflation were large issues in Latin America during the 1980s regime 

transitions (Kaufman and Stallings 1989). These results demonstrate that new 

democracies responded to their economic problems with less of a welfare effort in the 

health and education areas. These findings lend support to the theory that international 

pressures for fiscal restraint are highly influential in transitional regimes (See Deacon and 

Standing 1993; Thomas 1997 for theories regarding international pressures during post-

communist transitions) or that economic problems severely restrained the government.59  

 Nevertheless, the findings in the split sample models do not allow me to 

adequately address whether there are significant differences in how regime type is shaped 

by these domestic pressures for welfare redistribution. For this reason, I also use 

                                                
59 All of these results are for a one-tailed test because my hypotheses are directional (i.e., I expected a 
positive relationship). 
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interaction models to evaluate whether or not transitional governments are significantly 

different from other regime types, whether or not the relationship between new 

democratic regimes and welfare is conditional on labor and whether the effect of these 

regimes changes under varying levels of labor pressure – i.e., over a range of PLP values. 

 
Table 4.4: The Effect of Regime Type and Labor on Welfare Expenditure 
(Interaction Model) 

 Social Security 
and Welfare 
Expenditure 

Health 
Expenditure 

Education 
Expenditure 

Democracy 0.13 
(0.93) 

0.18** 
(3.03) 

0.36** 
(3.05) 

Transitional -0.11 
(-0.07) 

-2.67*** 
(-3.77) 

-3.19** 
(-2.02) 

Labor -4.41* 
(-1.55) 

-2.60* 
(-2.22) 

-12.20*** 
(5.42) 

Democracy & Labor 0.29** 
(2.16) 

0.10* 
(1.81) 

0.63*** 
(5.34) 

Transitional & Labor -4.11* 
(-1.55) 

-2.89** 
(-3.07) 

-8.92*** 
(-4.09) 

Transitional & Weak Labor -4.23* 
(-1.50) 

-5.56*** 
(-4.53) 

-12.11*** 
(-4.37) 

Transitional & Strong Labor -24.79** 
(-1.87) 

-20.00*** 
(-3.47) 

-56.71*** 
(-4.27) 

Elderly 5.07*** 
(3.77) 

0.65 
(1.19) 

-2.75** 
(-1.80) 

GDP -0.00 
(-1.30) 

0.00 
(0.26) 

0.00** 
(1.89) 

Trade -0.02 
(-0.57) 

0.04* 
(2.05) 

-0.06* 
(-1.51) 

Inflation (Log) -0.75* 
(-1.84) 

-0.35** 
(-1.99) 

-0.08 
(-0.17) 

Debt (Log)  -1.60* 
(-1.74) 

-0.16 
(-0.42) 

-0.15 
(-0.17) 

Lagged DV -- -- -0.01 
(-0.26) 

Observations (N) 232 236 249 
R-Squared 0.16 0.19 0.17 
*significant at the .10 level; **significant at the .05 level; ***significant at the .01 level for a one-tailed 
test; t statistics in parentheses.  
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 The interaction model results suggest that the effect of transitional regimes is 

conditional on labor (PLP). However, in all three welfare areas, a stronger labor 

population under a new democracy is correlated to less welfare spending (see Table 4.4 

on the previous page). These findings are counter-intuitive and do not correspond to 

existing theories regarding new democracies and fiscal policies.  

 These findings may be due to issues with the sample. These results are based on a 

sample that only contains very small and weak labor organization under transitional 

regimes. When the regime is a new democracy, the maximum PLP value is 2.7 on a zero 

to 7.29 scale. As a result, the condition coefficients for new democracy with strong labor 

populations do not exist.60 Due to this issue, these results simply demonstrate that 

transitional democracies are associated with less social redistribution.  

 In addition, in these models, transitional democracy with no labor pressure is still 

associated with less welfare expenditure in all three categories. While I did not expect 

new democracies to spend less than democracies on the welfare effort, as stated earlier, 

most of these transitions to democracies occurred under extreme debt problems, resulting 

in international pressures for orthodox economic policies (Seligson 1987).  Therefore, 

Latin America may serve as an example of transitional democracies that were more 

concerned with economic problems and whether those would cause the regime to fail 

than they were with domestic pressures for social redistribution in an attempt to prevent 

the collapse of the regime. 

 Overall, however, this finding is puzzling. The previous qualitative literature 

theorized that these new democratic regimes carried out heterodox economic policies and 

had no fiscal restraint, yet these results suggest that these transitional democratic 
                                                
60 I did not include marginal effects graphs of these coefficients for this reason. 
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governments in Latin America spent less of welfare expenditure. Future research should 

explore this issue. 

 For the remaining interaction results, the effect of democracy under greater 

pressures from labor is still upheld in these models (as those in chapter two would 

suggest). As labor power increases, the impact of democracy on the welfare effort 

increases for all three welfare areas (see Table 4.4). When labor pressures increase from 

one to seven (on a 7.29 scale), the impact of democracy increases from 0.99 to 4.13. 

These results suggest that controlling for new democracies results in an even stronger 

positive association between democracy and the welfare effort (see Table 4.4). 

 When labor is strong, but the regime is authoritarian, welfare spending is lower in 

all three areas (see “Labor” row in Table 4.4). However, these findings have the same 

issues as those with the transitional regimes (though not as extreme). Labor power never 

passes four in these regimes. Therefore, these results simply demonstrate that 

authoritarian regimes spend less on welfare in general. 

 Finally, in this chapter, the percent of the elderly population still has a large 

positive and significant impact on the SSW effort. In addition, these findings suggest that 

the elderly population has a negative relationship with the education effort. For the 

economic variables, similar to previous models, the level of development is positively 

associated with education expenditure, which again suggests that wealthier countries are 

more likely to have higher education expenditure. 

DISCUSSION & CONCLUSION 
 
 The findings in this chapter support the previous theories concerning the role of 

democracy, labor and the elderly population, but do not support the theory that 
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transitional democratic regimes will spend more on welfare as a response to domestic 

pressures. Notably, this sample of transitional regimes does not include any years in 

which the PLP was over 2.7, so labor was too weak to counter pressures from competing 

groups in society and successfully lobby these new democratic representatives for 

representation of its welfare interests. 

 However, these results demonstrate a strong negative relationship between 

transitional democratic governments and welfare expenditure. This finding is counter-

intuitive and does not align with previous theories regarding the role of these new 

democratic governments. Future research should address this discrepancy. Specifically, 

future research should attempt to explain why transitional governments in post-

communist Europe are associated with higher welfare expenditure, yet these new 

governments in Latin America are related to lower welfare expenditure.
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CHAPTER 5: 
 

CONCLUSION 
 
 
 

 There is ongoing debate in the literature regarding whether democracy matters for 

welfare expenditure. Previous scholars have found an inconsistent relationship between 

democracy and welfare and suggested that this relationship, if it exists at all, is limited to 

East Asia or to education expenditure. I argue that the lack of consistent findings in the 

previous literature is due to the lack of attention to domestic pressures in conditioning the 

effect of regime type and to the neglect of attention to the role of transitional democratic 

governments in comparison to established democratic governments. 

 This dissertation has studied whether the role of democratic regimes and newly 

democratized governments is conditioned by domestic pressure groups. Specifically, I 

extend the political accountability argument by addressing these two previously neglected 

areas of the literature: (1) the role of domestic pressures in shaping the effect of 

democracy; and (2) the effect of new democratic governments as well as established 

democracies.  

 In chapters two and three, I argue that democracy is associated with a larger 

welfare effort when these representatives are faced with strong pro-welfare domestic 

pressure, but otherwise, democratic and authoritarian governments both spend less on 

their welfare effort. Labor and the elderly more successfully pressure the government for 

welfare expansion when the regime is democratic. These democratic representatives are 

held accountable for their policy decisions through the electoral process, and, 
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accordingly, when pressured by pro-welfare domestic groups they are more likely to 

increase social spending to insure their political survival. 

 In chapter four, I extend the political accountability argument in another direction; 

I argue that new democratic regimes should be even more responsive to social pressures 

for welfare expansion. Representatives in these regimes are not only concerned for their 

political survival, but the survival of the regime as well. Therefore, the representatives 

should be even more responsive to pressures for redistribution. 

 In this concluding chapter, I review the findings of each chapter, the findings 

overall, some limitations to this study and directions for future research. In order to do so, 

I break the chapter into two sections: (1) a review the findings and (2) a discussion of 

future research. 

OVERVIEW OF THE FINDINGS 

 In contributing to this political accountability literature, I have set this dissertation 

up to build upon the current theory and standard models one chapter at a time. In chapter 

two, I use the basic time series cross section (TSCS) model with a lagged dependent 

variable (LDV) and use the fixed effects (FE) estimation technique for all three types of 

social expenditures. In addition, I include a common set of variables and the most 

prevalent domestic pressure group: labor. 

 Overall, the findings in chapter two are consistent with the hypotheses. As 

potential labor power increases, more democratic countries are associated with higher 

welfare expenditure in all three welfare areas. In addition, as previously mentioned, these 

results demonstrate that authoritarian regimes are associated with lower welfare 

expenditure in all three welfare areas (though not significantly so for SSW) regardless of 



 99 

domestic pressures (see Table1.1 expectations). It is therefore not a coincidence that 

democratic countries with larger skilled labor populations (e.g., Costa Rica, Uruguay and 

all AICs) have established advanced welfare states, while democratic countries with weak 

labor markets (e.g., recently in Bolivia and Honduras) and authoritarian countries 

(regardless of labor markets) are associated with lower welfare expenditure. 

 As discussed in chapter two, the relationship between democracy and social 

spending is contingent upon a labor class that is organized enough to overcome collective 

action problems and lobby the government for greater welfare protections. These are the 

strongest and most consistent cross-national findings for a relationship between 

democracy and the welfare effort in Latin America. These results demonstrate that as a 

country becomes more democratic and labor organization increases, the welfare effort is 

higher as well. 

 In chapter three, I build upon the domestic pressures arguments and the standard 

models in the literature. I include the elderly population in these models to address the 

relationship between democracy, the aged population and SSW and health expenditure. I 

use a TSCS technique with a LDV and FE estimation technique for education 

expenditure, but use partially differenced models with FE estimation for SSW and health 

expenditure. In addition, I run these models using both a split sample comparison of the 

results across democracy and nondemocratic governments and I use full sample with 

interaction models. 

 Similar to that of chapter two, I argue that the size of the elderly population 

conditions the effect of democracy on the SSW and health effort. The findings suggest 

that while the elderly population is positively associated with a larger SSW and health 
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effort regardless of regime type, democracy increases the effect of the elderly population 

on the SSW effort, but does not substantially increase the effect of the elderly on health 

expenditure. Both SSW and health expenditure are larger when there is a larger elderly 

population and the country is more democratic, but it is only a significantly larger amount 

for the SSW effort.  

 In addition, these results suggest that the elderly population successfully pressures 

the government for less education expenditure when the country is democratic and 

suggest that economic factors have little influence on these welfare areas. Given these 

findings, the results support the political pressures argument over aging societies and 

welfare development, which is a major step in reconciling the debate between political 

pressures and demographic functionalist literatures. Likewise, these SSW and education 

model results support the theory that a larger elderly population is best represented when 

the country is more democratic. 

 Finally, this dissertation extends the political accountability literature by 

addressing the effect of new democratic governments in comparison to other regime 

types. In chapter four, I use the same estimation techniques as those in chapter three, but I 

build upon those models by including an interaction of new democratic regimes and 

potential labor power.  

 I argue that in transitional democratic governments there is a quick and deep 

opening up of the government process, so the size and make up of the constituency 

drastically increases from that of a small selectorate to the population as a whole. The 

new government faces extremely high claims for or feelings of entitlement to welfare 

protection from many domestic groups and the government is too weak to ignore these 
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domestic pressures without threatening the regime’s survival. As a result, transitional 

democracy should be associated with higher welfare expenditures. 

 The results in chapter four, however, are inconsistent with the theory. These 

statistical findings suggest that new democratic regimes are more likely to have lower 

social expenditure regardless of labor pressures and that the relationship becomes 

stronger as the potential power of labor increases. This is the exact opposite relationship 

to what I expected to find, and, therefore, suggest that this is not an interaction 

relationship, but that the debt crisis in Latin America precipitated a severe welfare 

retrenchment in all welfare areas.61  

 However, the split sample model results demonstrate that the elderly population is 

somewhat able to counteract the depressing effects of democratization and the debt crisis 

for SSW and health expenditure. In addition, these results suggest that labor may be more 

able to counter the effects of economic problems and democratization for education 

expenditure. Therefore, as I will discuss in the final section of this chapter, this is an area 

for future research. 

 Overall, the findings in this dissertation support the theoretical contribution 

regarding the conditioning impact that domestic pressures can have on welfare 

expenditure when the country is democratic. The findings do not, however, support the 

theory that transitional democratic governments are more responsive to these domestic 

pressures than other regime types.  

                                                
61 These results suggested that, theoretically, there should not be an interaction term for transitional 
democracy and labor, so I dropped this interaction term and ran a final set of models to see if dropping the 
interaction changed the results. There are no major differences in the results. You can view this table of 
results in Appendix G. 
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 Put simply, the biggest contribution of this dissertation is to more fully explain the 

relationship between democracy and the welfare effort and how democracy can be both 

positively and negatively associated with the welfare effort. Unlike previous work in this 

area, my findings suggest that democracy is highly related to both the education effort 

and the SSW effort, and, though less so, is even associated with health expenditure. 

However, the domestic pressures that democratic representatives face for welfare 

expenditure condition this relationship.  

 In short, democracy is simply an opportunity structure by which domestic 

pressures can influence welfare policy. If democratic representatives face domestic 

pressures for a larger welfare effort, they respond with higher welfare expenditure. If, 

however, democratic representatives are not faced with pro-welfare domestic pressures, 

than these governments spend a lower amount on welfare – comparable to the amount 

spend by authoritarian governments.  

FUTURE RESEARCH  

 In this dissertation, I have attempted to test a new theoretical framework for 

regime effects on welfare.  As it is with all research projects, however, this project 

produced just as many questions as it answered, both questions regarding how to expand 

this study and questions regarding new research projects on welfare spending and welfare 

efforts. 

 Work to expand this research project should first and foremost address ways to 

improve the domestic pressure variables used in this dissertation and the previous 

literature as a whole. This work should find ways to avoid the inclusion of multiple 

interactions in the models, but include multiple domestic pressure groups in the same 
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model. One possible way to accomplish this would be to create indices of domestic 

pressures for specific types of welfare expenditure. It would be necessary to generate a 

unique index for each type of welfare expenditure that should be constructed based on 

which groups support the welfare program in question.  For example, the SSW domestic 

pressure index may include labor and the elderly, but the education domestic pressure 

index would not include the elderly.  This approach would limit the number of 

interactions in the models, and, thereby, get rid of concerns regarding multicollinearity 

and the inflation of the standard errors. 

 Similarly, future research should consider creating separate indices for or a 

combined index of the relative power of both pro-welfare and anti-welfare groups. As 

this project has done, most of the comparative research assumes that measuring labor 

captures labors power relative to business, but this is not necessarily the case because the 

organizational capacity of business may also vary. Therefore, ideally, future research 

should work to build models that include both pro-welfare domestic pressures and anti-

welfare pressure groups. Caring out this task, would be a large, but rewarding endeavor 

because these measures would be applicable in the welfare literature more generally and, 

thereby, helpful for all future research on domestic pressures and welfare development. 

 Finally, future domestic pressure variables should attempt to capture the ability of 

that pressure group to organize and act collectively (like the PLP measure does). I 

measure the effect of the elderly population pressures using the size of the elderly 

population as a percent of the total population. Unlike the potential labor power variable, 

this measure does not capture the aged populations ability to organize (only their 

resources). This is important for two reasons. First, the elderly population could be large 
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in numbers, but not well organized, and therefore be less successful in pressuring the 

government.  Second, measuring the aged population as a percent of the total population 

does not adequately deal with the possibility that these domestic pressures for elderly 

benefits are actually coming from the children of this aged population. From these 

analyses, it is unclear whether the elderly are actually pressuring the government or if 

their caretakers are pressuring government for more welfare benefits on behalf of the 

elderly.  

 For the same reasons as those stated above, analysis of comparative social survey 

data on individual preferences would also be helpful. While good social survey data is 

hard to find outside of the United States and Western Europe, data collection in this area 

would be extremely beneficial for future research. If individuals within these pressure 

groups support welfare expenditure in the same welfare areas as the aggregate measures 

are successfully pressuring the government for social provisions, then it is likely that 

these pressures are coming from the elderly population and not some other domestic 

pressure group. In short, future research should address whether individuals within these 

domestic pressure groups have strong preferences toward welfare in order to avoid the 

ecological fallacy of assuming that since these groups are associated with welfare 

expenditure, individuals in these domestic groups prefer welfare expansion in these areas. 

 On a different note, the findings in chapter two suggest that health expenditure is 

less affected by democratic regimes than either of the other two welfare areas. While I 

demonstrate that there is a significant relationship between democracy, potential labor 

power, and health expenditure, this relationship is smaller (and when there is no labor 

power it is insignificant) for health expenditure.  
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 Similarly, the health expenditure results in chapters three and four are somewhat 

unexpected. The split sample models suggest that authoritarian governments with a larger 

elderly population spend higher amounts on health expenditure than do democratic 

governments or transitional democratic governments (see the split sample models for 

health expenditure in both chapter three and four). These results suggest that authoritarian  

governments may focus more on the provision of health benefits than education or SSW 

and that these governments, more than democratic governments, are concerned with 

health services for their population. These results are unexpected, and, therefore, future 

research should consider when authoritarian regimes support certain welfare provisions, 

and specifically, why these regimes are more concerned with healthcare services than 

nondemocratic regimes. 

 The results for chapter four leave many questions for future research regarding the 

relationship between new democratic governments and welfare expenditure. In this 

section, I find that transitional democratic regimes are associated with less welfare 

expenditure instead of a greater welfare effort. These findings contradict previous 

qualitative research regarding the role of these new democratic governments. As a result, 

future research should address the discrepancy between the qualitative literature on 

transitional democratic governments and the contradictory findings of a negative 

relationship between transitional democracy and the welfare effort.  

 Having stated this issue, it is important to note that these results may be unique to 

Latin America. There are two possible reasons that new democratic governments in Latin 

America have a unique (and negative) relationship with the welfare effort. First, this 

region was experiencing a severe debt crisis at the same time that many of these countries 
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were democratizing. These regimes needed IMF support in order to continue receiving 

loans and to negotiate new loans. Therefore, in this time period and in this region, 

international and economic pressures for fiscal restraint may have played a larger role 

than domestic pressures for welfare redistribution. Second, labor was extremely weak in 

these transitional democratic governments. Therefore, the labor sector was unable to 

compete with the international pressures for fiscal responsibility and the economic 

problems in the region. Future research on new democratic governments and welfare 

expenditure should compare these results from Latin America to those of the post-

communist European countries. It may be found that new democratic governments in 

Eastern Europe are positively associated with welfare development, but these 

governments are negatively associated with welfare in Latin America. If so, these 

divergent findings may be due to the better economic conditions and stronger labor 

markets in Eastern Europe. 

 Perhaps the most interesting area for future research that emerged from this study 

is one that would take welfare research as a whole in a completely new direction. In this 

dissertation, I operationalize the welfare effort as the percent of total government 

expenditure dedicated to each respective welfare area. In doing so, I have inherently 

linked the amount of spending on one area (e.g., health) to that of spending in other areas 

(e.g., education or spending on the military). If the government dedicates a larger percent 

of the expenditure toward one welfare area, another area of expenditure must be cut.62 

Future research would benefit from an understanding of which spending areas are more 

                                                
62 I did control for this relationship in alternative models and it did not substantially change my results in 
any chapter. It does, however, improve the explanatory power of the models. 
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likely to be cut and what influences the likelihood of one spending area being cut over 

that of another spending area. 

 Thus far, there has been a very limited amount of research dedicated to explaining 

welfare states in the developing world and little consensus over the role of regime type in 

influencing the development of welfare cross-nationally. In this dissertation, I have 

attempted to address both of these issues by studying how regime type and domestic 

pressures affect welfare development in Latin America. It is my hope that future research 

will continue to address the conditional effects of regime type and how domestic 

pressures (including an evaluation of individual level preferences) modify the 

relationship between regime type and welfare.  

 While there are a number of areas in which future research on LDC welfare states 

is needed (including globalization, welfare regimes and the relationship between types of 

social expenditure), the political foundations of welfare development may be one of the 

few areas of research that allows us to theorize about welfare development cross-

nationally. Therefore, I hope that the analyses in this dissertation will urge other scholars 

to continue studying the effect that democracy and domestic pressures have on the 

welfare effort. 
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APPENDIX A: 

 
VARIABLE DEFINITIONS AND SOURCES 

 
 
 

Variables Description 
 

Source 

Social Security & 
Welfare Exp. 

Government spending on old age, sickness, 
maternity, unemployment, invalidity, 

survivors benefits, work injury and family 
allowance as a percentage of total government 

expenditure 

GFS; IFS 

Education Exp. Government spending on education as a 
percentage of total government expenditure GFS; IFS 

Health Exp. Government spending on health programs as a 
percentage of total government expenditure GFS; IFS 

Total Social Exp.  

Government spending on education, health, 
and social security and welfare combined and 

then divided by the total government 
expenditure 

GFS; IFS 

Democracy Constitutional measure of democracy recoded 
as a 0 to 20 scale Polity IV Project 

Transitional 
Democracy 

Equals one when the polity is greater than 16 
in year t but less than 14 in t-1 and for every 
year after this initial transition year for four 
more years or until there was a reversal of 

democracy (whichever is less) 

Polity IV Project 

Labor  The proportion of highly skilled workers to 
low skilled and surplus labor workers 

Rudra’s Potential 
Labor Power 

Elderly Percentage of the Population over the age of 
65 WDI 

GDP per capita Gross domestic product (PPP) per capita 
current 1995 international dollars WDI 

Trade Trade as a percent of GDP (exports + 
imports/GDP) WDI 

Inflation GDP deflator, annual percentage of inflation WDI 
Debt Total debt service as a percent of GNI WDI 
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APPENDIX B: 
 

DESCRIPTIVE STATISTICS FOR CHAPTER 2 
 

 
 

Variables Minimum Maximum Mean Standard 
Deviation 

SSW Exp. 0.25 62.03 19.05 15.79 
Education Exp. 2.98 34.74 15.28 5.65 
Health Exp. 1.08 31.99 8.00 5.47 
Democracy  1 20 11.77 6.91 
Labor 0 7.29 1.57 1.13 
GDP 935.83 10608.13 3686.66 1911.98 
Trade 11.55 196.22 54.65 33.92 
Inflation -1.08 8.03 2.93 1.40 
Debt -0.81 3.06 1.74 0.63 
The descriptive statistics for the independent variables are based off the social security and welfare model. I 
chose to display these statistics because this is the model with the smallest sample size. 
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APPENDIX C: 
 

ALTERNATIVE GRAPHS FOR CHAPTER 2 
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APPENDIX D: 
 

DESCRIPTIVE STATISTICS FOR CHAPTER 3 
 
 
 

Variables Minimum Maximum Mean Standard 
Deviation 

SSW 0.25 62.03 18.93 15.64 
Education Exp. 2.98 34.74 15.28 5.65 
Health Exp. 1.08 31.99 7.94 5.42 
Democracy  1 20 11.93 6.81 
Labor 0 7.29 1.56 1.11 
Elderly 2.45 12.61 4.99 2.38 
GDP  935.83 10608.13 3684.48 1877.58 
Trade 11.55 196.22 54.28 33.43 
Inflation -1.08 8.03 2.96 1.42 
Debt -0.81 3.06 1.72 0.63 
The descriptive statistics for the independent variables are based off the health expenditure model. I chose 
to display these statistics because this is the model with the smallest sample size. 
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APPENDIX E: 
 

ALTERNATIVE GRAPH FOR CHAPTER 3 
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APPENDIX F: 
 

DESCRIPTIVE STATISTICS FOR CHAPTER 4 
 
 
 

Variables Minimum Maximum Mean Standard 
Deviation 

SSW 0.25 62.03 18.93 15.64 
Education Exp. 2.98 34.74 15.28 5.65 
Health Exp. 1.08 31.99 7.94 5.42 
Democracy  1 20 11.89 6.87 
Transitional 0 1 0.13 0.34 
Labor 0 7.29 1.47 1.12 
Elderly 2.45 12.61 5.02 2.39 
GDP  935.83 10608.13 3695.62 1894.48 
Trade 11.55 196.22 54.58 33.68 
Inflation -1.08 8.03 2.94 1.40 
Debt -0.81 3.06 1.74 0.63 
The descriptive statistics for the independent variables are based off the social security and welfare model. I 
chose to display these statistics because this is the model with the smallest sample size. 
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APPENDIX G: 
 

FINAL ALTERNATIVE MODEL 
 
 
 
The Effect of Regime Type, Labor, and the Elderly on Welfare Expenditure 
 Social Security 

& Welfare 
Expenditure 

Health 
Expenditure 

Education 
Expenditure 

Democracy -0.16 
(-0.72) 

0.08 
(0.94) 

-0.35* 
(-1.96) 

Labor -3.07 
(-1.09) 

-1.83* 
(-1.61) 

-9.82*** 
(-4.36) 

Democracy & Labor 0.18* 
(1.45) 

0.04 
(0.73) 

0.42*** 
(3.84) 

Democracy & Weak Labor 0.02 
(0.14) 

0.12* 
(2.04) 

0.08 
(0.65) 

Democracy & Median Labor 0.50* 
(1.59) 

0.22* 
(1.72) 

1.18*** 
(4.08) 

Democracy & Strong Labor 0.93* 
(1.57) 

0.31 
(1.27) 

2.19*** 
(4.05) 

Transitional Regimes 0.04 
(0.03) 

-2.38*** 
(-3.35) 

-2.82* 
(-1.72) 

Elderly 4.99*** 
(3.64) 

0.74* 
(1.37) 

-1.52 
(-0.98) 

GDP -0.00 
(-0.98) 

0.00 
(0.67) 

0.00* 
(2.30) 

Trade -0.02 
(-0.40) 

0.04** 
(2.44) 

-0.03 
(-0.80) 

Inflation (Log) -0.62* 
(-1.53) 

-0.26* 
(-1.47) 

0.09 
(0.19) 

Debt (Log) -1.65* 
(-1.78) 

-0.23 
(-0.58) 

-0.21 
(-0.23) 

Lagged DV -- -- 0.00 
(0.08) 

Observations (N) 232 236 249 
R-Squared 0.63 0.27 0.13 
*significant at the .10 level; **significant at the .05 level; ***significant at the .01 level for a one-tailed 
test; t statistics in parentheses. 
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