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Figure 1: Social spending and turnout (Source: OECD (2011))

1 Introduction

In OECD countries, government spent on average 42% of GDP in 2013, ranging from 24%
in Mexico to 60% in Greece (OECD, 2015). Governments spend resources on various public
goods and services, but the largest share is spent on “social protection” (36% of total spending
on average). Other large shares are spent on education (12%) and health care (15%). So a large
part of government spending is at least in part redistributive, and analyzing welfare spending is
therefore of prime importance to social scientists.

In this chapter, I review the literature which deals with the link between political participation
and welfare spending. Again referring to OECD data, turnout in parliamentary elections ranges
from 46% in South Korea to 95% in Australia (OECD, 2011). While some countries have man-
datory voting laws, others don’t, and even in those that do, not everyone votes. Fig. la shows
that social spending is (weakly) positively correlated with turnout in OECD countries.

Turnout (or political participation more broadly) may affect policies if it is not evenly distri-
buted in the population. Using the same OECD data shows that turnout is negatively correlated
with the difference in voting rates between high and low educated citizens: When turnout is low,
generally, relatively more poor voters abstain. Since poor or low educated voters generally have
different preferences on public spending than rich or high educated ones, the expectation is that
low turnout and therefore a large difference in turnout between rich and poor will lead to lower
social spending. In fact, Fig. 1b shows that social spending is positively correlated with the
difference in turnout rates between high and low educated across OECD countries.

Questions about redistribution and political participation have received attention for a long



time by political scientists and public choice scholars.! In this paper, I review both theoretical
and empirical approaches that try to shed light on whether political participation affects welfare
spending.

The next section outlines the theoretical link between political participation and welfare spen-
ding. I then turn to empirics. In Section 3, I describe the evidence on the relation between
political participation and income. Then, Section 4 reviews the evidence on the link between

participation and redistribution. The last section concludes the paper.

2 Theory

In this section, I outline theoretical models which establish a link between political participation

and welfare spending.

2.1 A basic model

I now present a simple model based on Romer (1975), Roberts (1977) and Meltzer and Richard
(1981) (the ‘RRMR’ model). For reviews, see Borck (2007) and Acemoglu et al. (2015).
Consider heterogeneous voters who differ with respect to their income level y;, which is
distributed with cumulative distribution F(y;). Income is taxed at proportional rate ¢, and each
voter receives a lump sum transfer f. All tax revenue is spent on transfers. Assume a quadratic
deadweight cost of taxation, so the individual transfer is f = (t — yt*)y, where 7y indexes the
deadweight loss and y is average income. The deadweight loss could be rigorously derived, e.g.

in a model with elastic individual labour supply. Voter i’s utility is

u; = (L=1)yi+(t = y°)y. (1

Inspection of (1) shows that utility satisfies single peakedness and single-crossing, and that the
optimal tax rate is decreasing in y; (see, e.g., Persson and Tabellini, 2000). Therefore, the median
income voter is decisive. Maximizing (1) gives individuals’ optimal tax rates as a function of
individual and average income, and of the marginal deadweight cost y. Under universal turnout,

maximization of (1) shows that the equilibrium tax rate under majority voting is

tm:max{yz_yim,O}, (2)

ISee, e. g. Grofman (1983) for an overview of some of this older literature.



where median income y,, is defined by F(y,,) = 1/2. The equilibrium tax rate is positive if and
only if median income is lower than mean income, and increases with the ratio of mean to median
income.

Now suppose instead that only voters with income above some level § > 0 vote. Then, the
equilibrium tax rate 7,, has the same form as (2), with y,, replaced by the income level of the
decisive voter, ¥,,, whose income is now defined by F (¥,,) — F(¥) = 1/2(1 — F(¥)). So this is
the median income earner among all voters, not among the general (voting age) population. Since
y > 0, we have ¥, > y,, and " <™. The first implication of the RRMR model is straightforward:
if government redistributes income and only voters below a certain threshold § are allowed to
vote, lowering that threshold will lead to higher taxes and higher redistributive transfers.

Taken literally, the application of this first result is quite narrow, namely, it applies to situ-
ations where government spending is clearly redistributive and turnout increases because of an
extension of the voting franchise to poorer voters, who prefer larger taxes. The broader claim that
increasing turnout would increase welfare spending rests on two distinct claims. The first claim
is that poorer voters prefer higher spending, a claim which I examine in the next subsection. The
second claim is that when turnout increases, the income of the decisive voter decreases. This
point is more subtle than might appear at first sight. In section 3, I will consider evidence on
the relation between turnout and income. But even if much literature shows that this relation
is positive, does higher turnout automatically imply that the decisive voter is poorer? Maybe,
but the details of why turnout increases would seem to be important. For instance, a particular
reform may reduce the time costs of voting (say, by moving voting from workdays to weekends).
But since time costs are higher for richer voters with higher wages, this kind of reform would
likely increase turnout most among richer voters. Hence, while it is plausible that higher turnout
reduces the income of the decisive voter, this is not necessarily always so. Importantly, when
considering the empirical evidence, one should ask the question whether a reform which leads
to a change in turnout is theoretically expected to increase turnout especially among the poor

(which much of the literature seems to take for granted).

2.2 Twists and turns

Before turning to the empirical evidence, I describe some ‘twists and turns’ on the main theme

of this section. For some related points, see Borck (2007) and Acemoglu et al. (2015).

Income and preferences for public spending. The argument so far relies on the prediction of
the RRMR model that lower income voters prefer higher welfare spending. However, this is not



always so clear. Suppose that instead of paying out pure transfers, government finances a publicly
provided private good, such as education, public health care or unemployment insurance.? Then,
decreasing the decisive voter’s income has two effects. First, as she gets poorer, her tax price
decreases, which pushes towards higher taxes and spending. Second, however, assuming the
publicly provided good is normal, there is a negative income effect, leading to lower spending,
other things equal. Which effect dominates depends on the magnitude of the substitution and
income effects (Kenny, 1978). Therefore, when the welfare state provides education, health
care, or various types of insurance, it is unclear whether letting poorer voters vote will increase

welfare spending.

Information. Hodler ef al. (2015) present a model where higher turnout may increase or de-
crease redistributive spending. Their model has informed and uniformed voters, and the incen-
tives to acquire information increase with skills (which also increase income). Informed voters
vote based on the utility received from party programs while uninformed ones are influenced by
campaign contributions. When voting costs decrease, the average voter becomes less informed
(and hence, poorer). Politicians respond by increasing taxes and rents directed toward interest
groups, in order to win more of the uninformed voters who now vote. Hodler et al. (2015) show
that redistributive spending may increase or decrease as a result. In fact, they present evidence
from Switzerland showing that increased participation (due to a reform in voting technology) led

to lower welfare spending (see Section 4 below).

Capture. Acemoglu et al. (2015) argue that inequality may not decline following an extension
of the franchise to poor voters. Their argument is that elites may capture the political process
through costly investment. If this cost is not too high, elites will expend it and invest in increasing
their de facto power following democratization, to counter the transfer of de jure power to poorer
voters. Consequently, redistribution may not increase (or increase less than the ‘direct effect’ of
democratization would suggest) after democratization.

Lizzeri and Persico (2004) also present a model where franchise extension may decrease
redistribution. Like Acemoglu and Robinson (2000), they study the incentives of elites to ex-
tend the franchise. Acemoglu and Robinson (2000) argued that elites in power may extend the
franchise to poor voters in order to avoid a revolutionary threat. In their model, extending the

franchise will lead to increased redistribution. By contrast, Lizzeri and Persico (2004) argue that

For examples, see Kenny (1978) for the general case of publicly provided goods, Epple and Romano (1996a)
and Epple and Romano (1996b) for the examples of education and health care, and Moene and Wallerstein (2001)
for insurance.



elites might extend the franchise, not under the threat of revolution, but out of their own interest.
In their model, politicians have an incentive to redistribute to swing voters. However, members
of the elite who are not swing voters may prefer extension of the franchise, which will shift the
incentive towards provision of public goods. Their model then predicts that redistribution may
decrease after an extension of the franchise. They argue that the evolution of public spending in
Britain during the age of reform is consistent with this idea (spending on poor relief decreased,

while local spending on infrastructure increased).

3 The effect of education and income on political participa-
tion

I will now review the effect of education and income on political participation. That political
participation is not equally distributed throughout different groups has been a concern for politi-
cal scientists for a long time. In his 1996 Presidential Address to the American Political Science
Association, Lijphart (1997) called unequal participation “Democracy’s unresolved dilemma”.
In this paper, he reviewed the evidence on unequal participation, as well as the consequences and
possible remedies. In conclusion, he argued for compulsory voting to achieve the goal of univer-
sal participation in politics.> I now briefly describe evidence on the relation between education
and income on one side and turnout or political participation on the other. I will also address the

issue of identifying causal effects of education on participation.

Turnout and other forms of participation. Numerous studies have analyzed the link between
income or education and political participation. To cite one prominent example, Rosenstone
and Hansen (1993), using data from Presidential elections in the US from 1956-1988, showed
that the Americans with the highest incomes have turnout rates that are 35 percentage points
higher than those of the voters with the lowest incomes. Furthermore, the richest Americans
were more than ten times more likely than the poorest to contribute money to political parties
or candidates. Likewise, college graduates had turnout rates about 30 percentage points above
those of grade school educated and were more than four times more likely to contribute money
to political campaigns. The positive effect of education and income on participation holds up
after controlling for age, race, gender, and employment status. Similar results were found for

other countries, see e.g. Powell (1986) for a comparative study using data from nine countries

3Borck (2002) argues that if turnout increases with income and decreases with population size, participation
should be more equal in small jurisdictions, which makes a case for federalism.



and Lijphart (1997) for a survey of evidence from different country studies. The evidence from
countries other than the US seems to show, however, a weaker income or education gradient, that
1s, participation seems to rise faster with income or eduction in the US than in other countries
(see, e.g., Chevalier and Doyle, 2012). One explanation is that turnout is generally higher
in other countries so the variation by individual characteristics such as education or income is
lower (Lijphart, 1997).

Identification.  One issue with many earlier studies showing a relation between turnout and
income or education is that identification of a causal effect may be problematic. High income
households may differ from low income households in some unmeasured variable which affects
both income and political participation. For instance, if richer individuals are more skilled, they
will earn higher incomes. At the same time, they may have lower costs of getting informed on
political matters and therefore be more likely to participate in politics. If skills are unmeasured,
an OLS regression of income on political participation will yield biased estimates.

In the case of education, similar concerns abound, though perhaps to a lesser extent. For
instance, some parents may have a taste for encouraging their children to participate in politics
and at the same time for encouraging them to obtain education. If this preference is unobserved,
OLS estimates of the effect of education on political participation will be biased.

In cross-country regressions of aggregate turnout, these problems are compounded by the
well-known fact that countries differ in many unobserved variables that may be correlated both
with income (or education) and participation. For instance, high income countries may have
some political or social institutions (such as trust in politicians) that make political participation
more likely.

Milligan et al. (2004) use an instrumental variable strategy to overcome omitted variable
problems. The instrument comes from changes in compulsory voting and child labor laws. In
the US, states have changed compulsory schooling laws (minimum required years of schooling)
and child labor laws several times. These changes are relevant predictors of the probability
of graduating from high school. The instrument is valid if changes in compulsory schooling
laws do not have a direct effect on turnout, which Milligan et al. (2004) argue is not likely.
They find that after instrumenting, graduation from high school retains a positive and significant
effect on turnout in the US. Interestingly, in their UK sample, voting does not appear to depend
on education when the same IV strategy is used. Other forms of participation, namely trying
to persuade friends to share views or discussing political matters with them, however, depend

positively on education. Pelkonen (2012) uses a similar approach on Norwegian data and finds



little evidence that education affects political participation, except for the likelihood of signing a
petition. Similar results are also found by Siedler (2010) for the case of Germany.

Jaitman (2013) studies the effect of mandatory voting on turnout by skill level. She uses the
fact that voting in Argentina is mandatory for all eligible voters aged 18-70. She therefore uses a
regression-discontinuity design: By looking at the differences in turnout of male voters who are
just under 70 and those just over 70 years, she can identify the causal effect of compulsory voting
on turnout. She finds that compulsory voting significantly increases turnout, and this increase is
more pronounced for the unskilled (those whose professions usually require high-school or a
lower degree) than for skilled voters (professions requiring more than high-school education).

Thus, the identification of a positive effect of education on political participation may be less

straightforward than might seem at first sight.

4 The effect of participation on redistribution

I now present evidence on the link between political participation and redistribution. I start by
considering broad redistribution programs and then consider some variants: first, participation
by specific groups (blacks and females) and then different spending categories. I then turn to

identification issues.

4.1 Broad redistribution

Several papers have studied the effect of an extension of the voting franchise to poorer and less
educated voters on public spending. Husted and Kenny (1997) is a classic paper in this strand
of literature. In particular, they analyze the effects of poll taxes and literacy tests on welfare
spending in a panel of US states. These effective restrictions on the enfranchisement of mostly
poor and black voters were struck down by Supreme court decisions and federal legislation in
the 1960s and 70s. The removal of the restrictions had sizeable effects on the turnout of these
groups. Husted and Kenny (1997) show that removal of poll taxes (and to a lesser extent, literacy
tests) increased welfare spending, but did not change non-welfare spending. This is consistent
with the basic story of the RRMR model.

As another historic example, Aidt et al. (2006) study the franchise extension in European de-
mocracies. In the early 19th century, in most countries voting rights were restricted to rich males,
but suffrage rights were successively granted to poorer males and females. Aidt et al. (2006) use
panel data from 12 Western European countries between 1830 and 1938. They measure the effect

of the observed increases in the percentage of enfranchised voters on total government spending
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(as percentage of GDP), as well as spending on different categories of goods (security, infra-
structure, collective goods such as health and education, and transfers such as social insurance
spending). Interestingly, they find that while franchise extension increased total government size,
this increase came mainly through greater spending on security and infrastructure. This seems
to be consistent with the model of Lizzeri and Persico (2004), who show that universal suffrage
might reduce redistributive spending and increase public good provision (see Section 2). See
Acemoglu et al. (2015) for further references on this strand of literature.

Other papers, rather than analyzing discrete increases of participation due to enfranchisement
of new classes of population, study the effect of varying turnout along the intensive margin.
Lindert (1994) analyzed the rise in social spending in a panel of 21 countries between 1880 and
1930. Consistent with the RRMR model, he found that higher turnout increases social spending.
He also finds that social spending rises with female suffrage (see below).

Mueller and Stratmann (2003) analyze the effect of turnout on transfer spending, income
distribution and growth in a cross-section of countries. They find that higher turnout leads to lar-
ger transfer spending and a more equal distribution of income, again consistent with the RRMR
story. They also find that this comes at the cost of lower income growth (in the model presented
in Section 2.1, the deadweight loss increases with the tax rate). Since identification of causal
effects is generally difficult in cross-country regressions, they also instrument turnout using po-
pulation size, election closeness and electoral rule as instruments. However, the exogeneity of

these instruments is not entirely clear. I return to the identification issue below.

Female suffrage. A number of papers have looked at the effect of female suffrage on welfare
spending. Lott and Kenny (1999) is one study in this vein. They examine the effect of intro-
ducing female suffrage on government spending in the US states. They exploit the staggered
introduction of female voting rights in US states between 1869 and 1920, which prohibited the
denial of voting rights to women. Lott and Kenny (1999) find that giving women the right to
vote led to increased turnout and an immediate increase of expenditure of 14 percent. In order
to mitigate the possible endogeneity of female suffrage, they examine those states where female
suffrage was imposed by the Nineteenth Amendment (which prohibited United States citizens
from being denied the right to vote on the basis of sex), and find that the effect is largely the
same.

Abrams and Settle (1999) study the introduction of female suffrage in Switzerland in 1971,
and its effect on the evolution of public spending, relative to neighboring countries that already

had female suffrage (Germany, Italy, and France). They find that female suffrage increased



welfare spending and government consumption. While their regressions include country and
time fixed effects, identification rests on the assumption that there were no other institutional
changes in Switzerland, relative to other countries, that could have affected public spending in
the considered time period.

Miller (2008) uses similar data as Lott and Kenny (1999) and estimates that female suffrage
significantly increased municipal and state spending on health care, but not total spending. Car-
ruthers and Wanamaker (2015), on the other hand, examine the effect of female suffrage on local
education spending in three Southern states that had to grant women the right to vote following
the passage of the Nineteenth Amendment. To identify the effect of female suffrage, they mea-
sure the percentage of the electorate in counties that were white and female, on the grounds that
black women were still disenfranchised due to poll taxes and literacy tests (see below). They find
that female suffrage significantly increased local school spending. Importantly, spending in (se-
gregated) white schools increased more than spending in black schools, so while total education
spending increased as the result of female suffrage, the black-white schooling gap increased.

? study how the introduction of female suffrage at the local level in Norway affected public
spending on poor relief and education. Interestingly, they find no effect on public spending on

education and poor relief.

Blacks. Several papers have examined the effect of the effective disenfranchisement of black
voters in the US South through poll taxes and literacy tests. Cascio and Washington (2014)
study the effect of black enfranchisement on public spending towards blacks. They find that the
removal of literacy tests led to increased transfers to counties with large shares of black voters
(see more below). For similar evidence on education in black versus white schools, see the papers
by Naidu (2012) and Carruthers and Wanamaker (2015) described below.

4.2 Spending categories

Public education. Publicly financed education and health care may also redistribute between
voters, although the issue here is obviously more complex than for pure fiscal redistribution. As
Section 2 has explained, public provision of private goods redistributes from rich to poor only if
the price effect dominates the income effect on demand. Hence, whether increased representation

of poor groups will increase provision of these goods is theoretically open.* So it is interesting

“In fact, an influential couple of papers by Epple and Romano (1996a,b) argued that if preferences for public
spending increase with income but there are private alternatives (or ‘topping up possibilities) to publicly provided
goods, public provision may result in an ‘ends against the middle equilibrium, where the poor and rich want low
spending whereas the middle class want high spending.



to see what empirical studies have to say about this issue.

A few papers have looked at the effect of participation on public education.” Naidu (2012)
and Carruthers and Wanamaker (2015) concentrate on the effect of (dis-)enfranchisement of
women and black voters in the US. Naidu (2012) studies the effect of poll taxes and literacy tests
in the US South in the 19th century. He finds that turnout decreased and, as a result, teacher-
pupil ratios were reduced in (segregated) black schools, but not in white schools. The study
by Carruthers and Wanamaker (2015) cited in Section 4.1 found that female enfranchisement
increased education spending, but more so in (segregated) white than in black schools, because

of the continued disenfranchisement of southern blacks.

Health care. I now turn to studies that examine the effect of political participation on publicly
provided health care.® Fujiwara (2015) studies the effect of increased effective political partici-
pation of poor voters in Brazil on health spending and health outcomes. The move from paper
to electronic voting (described below) increased effective political participation by less educa-
ted voters and led to increased shares of health spending in total spending as well as increased
health spending per capita. He also shows that as a result, health outcomes (prenatal visits and
birthweight) improved for less educated but not for better educated mothers. As described above,
Miller (2008) finds that the enfranchisement of women in the US led to increased health spen-
ding. He also shows that the reforms led to lower child mortality caused by insufficient hygiene

(such as diarrheal diseases and diphtheria).

4.3 Identification

In closing this section, again, some notes on identification of the causal effect of participation
on redistribution are in order. The usual suspects for threatening identification in OLS regressi-
ons are (i) reverse causality, (ii) omitted variables and (iii) unobserved individual heterogeneity.
Clearly, turnout may be endogenous to welfare spending, simply because spending may increase
(net) income and therefore affect turnout, or because of some other channel (say voters are more
likely to turn out and vote for the incumbent party when spending goes up). Second, it is likely
that countries (or subnational units) that differ in turnout and welfare spending differ in some
unobserved variable that is correlated with turnout but also independently affects welfare spen-

ding. For instance, voters may have a special sense of ‘civic duty’ which makes them more likely

3See Acemoglu et al. (2015) for additional references on the link between education spending and democratiza-
tion.

6See, again, Acemoglu et al. (2015) for additional references on the link between health care spending and
democratization.
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to vote but also more likely to support welfare spending. If unobserved, this will lead to biased
estimates. The usual techniques used to deal with these effects are fixed effects estimation to deal
with time-invariant unobserved heterogeneity and natural experiments, difference-in-differences,
instrumental variables and regression-discontinuity designs to deal with omitted variables or re-

verse causality. Here, I present some examples with careful identification strategies.

Fixed effects.  The identification of causal effects is notoriously difficult in cross sectional
data, where the possibility that units (countries, states, counties...) differ in some unobserved
ways which affect both turnout and welfare spending. To control for time-invariant unobserved
heterogeneity, many researchers control for fixed effects. Examples include Husted and Kenny
(1997), Aidt et al. (2006), and Acemoglu et al. (2015).

Difference-in-differences models. Another classic approach for tackling identification is
difference-in-differences (DiD). Suppose we observe a reform that lowers voting costs in ju-
risdiction A but not in B. If the pre-reform trends in A and B are similar, comparing the dif-
ference in post- and pre-reform outcomes between the treatment and control group will allow
the researcher to identify the causal effect of the reform. For instance, Fowler (2013) exploits
the introduction of compulsory voting at the state level in Australia. Since the introduction was
staggered across the states, comparing states that had and had not adopted compulsory voting at
different points in time amounts to a difference-in-differences analysis where the effect of the
introduction on the treatment group (states with compulsory voting) is compared to the control
group (those without compulsory voting). He finds that compulsory voting increased voter tur-
nout by 24 percentage points which in turn increased the vote shares and seat shares of the Labor
Party by 7-10 percentage points.

Some papers go one step beyond this, by exploiting the intensity of the treatment in DiD
settings. A nice example is the study by Cascio and Washington (2014). The study aims at
identifying the effect of black enfranchisement, trough the removal of literacy tests, on spending
targeted towards black voters in the 1960s/1970s in the US South. To identify the causal effect
of the reforms, they estimate how the abolition of literacy tests by the Voting Rights Act of
1965 affected state transfers to counties with large shares of black voters. Hence, the fraction of
black voters in a county serves as an indicator of treatment intensity. In order to control for the
possibility that these counties could have received larger transfers in the absence of the removal of
literacy tests, they compare the evolution of transfers in states where literacy tests were removed

to states that didn’t have any literacy tests (that is, a triple-difference estimation). They find that
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counties with higher black population shares in former literacy test states saw greater increases
in both voter turnout and state transfers than comparison counties in nonliteracy test states.
Falch et al. (2015) is another example using this method. They analyze the introduction of
female suffrage in Norway. The treatment intensity here is given by the share of females in the
voting franchise. Municipalities with a larger share of female voters effectively received a larger
“treatment dose” than those with smaller shares. Falch et al. (2015) find that turnout increased
significantly after female suffrage was introduced. Interestingly, however, they find no effect
of female suffrage on local education spending or poor relief. This differs from Carruthers and
Wanamaker (2015) who study the franchise extension to female voters in the US (see above).
They find that this led to higher education expenditures, and more so in counties with larger

shares of female voters. What exactly drives these differing results is an open issue.

Natural experiments. Sometimes, it may be possible to use quasi-experiments that lead
to increases or decreases in turnout. A couple of papers have used the introduction of a new
voting technology as a quasi-experiment. Another example described below is the introduction
of synchronized voting dates.

A nice example is the study by Fujiwara (2015). He studies the introduction of electronic
voting for municipal elections in Brazil, which he argues led to the effective enfranchisement
of less educated and poorer voters. The reason is that electronic voting was accompanied by
pictures of candidates and other visual aids which made voting much easier for illiterate voters.
To identify the causal effect of the reform, he uses the fact that electronic voting was made avai-
lable in 1998 only for municipalities with more than 40,500 voters. Hence, he uses a regression
discontinuity design (RDD) which compares municipalities close to the threshold which are ot-
herwise similar but for the treatment status (the larger ones being ’treated’ because they voted
electronically). He finds that while the reform had no effect on turnout, it reduced invalid votes
and thereby effectively enfranchised less educated voters who otherwise would produce invalid
votes because of confusion. The paper also finds that the introduction of electronic voting increa-
sed health care spending (as share of total government spending and per capita), which Fujiwara
(2015) interprets as spending targeted towards the poor.

The study by Hodler et al. (2015) also exploits a reform of voting technology. They analyze
the effect of the introduction of postal voting at the cantonal level in Switzerland. Postal voting
as opposed to pure ballot voting lowers voting costs and is therefore expected to increase turnout.
The identification relies on the staggered introduction of postal voting in Swiss cantons, which

the authors argue was not related to, e.g., low turnout and should therefore be exogenous. They
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find that postal voting led to higher turnout, lower education of voters relative to the general
population, and lower welfare spending.” Clearly, this is at odds with the RRMR model. Hodler
et al. (2015) interpret this as evidence in favor of their model which argues that high turnout
among uninformed voters increases the role of interest groups and leads to more spending which
benefits these groups at the expense of spending which benefits the general electorate.
Aggeborn (2016) uses a constitutional reform in Scandinavia. In 1970, a constitutional re-
form in Sweden led to synchronized national and municipal elections, while Finland had stag-
gered elections throughout the study period.® Since the reform reduces voting costs, it should
increase turnout in Swedish but not in Finnish local elections. Using the reform as an instru-
mental variable, Aggeborn (2016) shows that turnout increased (especially among low income

voters), local public spending increased, and support for right wing parties decreased.

RDD. As discussed above, studies of franchise extension suffer the potential problem that the
extension itself may be motivated politically and therefore, for instance, be affected by the poten-
tial support of different voter groups. Indeed, the central argument in Acemoglu and Robinson
(2000) is that franchise extension follows strategic motives of the ruling elite. In a nutshell, revo-
lutionary threats may lead to an extension of the franchise and in the sequel larger redistributive
spending. The franchise extension may therefore be endogenous.

Naidu (2012) circumvents this problem in his study of the disenfranchisement of blacks in the
US south through poll taxes and literacy tests. In particular, the identification relies on the com-
parison of adjacent counties that belong to different states, one which did and the other which did
not disenfranchise blacks. Since economic and social conditions are likely to be similar across
state borders, this strategy captures potential confounders of the disenfranchisement. He finds
that poll taxes and literacy tests led to significantly lower turnout and increased the Democratic
vote share. It also led to lower teacher-student ratios in black schools, but not in white schools.

The study by Fujiwara (2015) cited above also uses an RDD design.

Instrumental variables. Researchers trying to estimate causal effects in the absence of natural
experiments often turn to instrumental variables (IV) estimation. An instrumental variable must
be relevant, i.e., have an effect on the endogenous variable, and be exogenous, i.e., have no direct

effect on the government spending variable analyzed.

"The effect is significant, however, only in a specification which controls for quadratic canton-specific time
trends.

81t should be noted that the reform had some other elements such as introduction of a unicameral system and
that it was accompanied by a municipal merger reform which sharply reduced the number of municipalities.
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Rain is clearly exogenous to political events and reduces turnout because it increases the
costs of voting. It is therefore reasonable to use rain as an instrument for turnout. Since rain on
election day should not affect government spending, it is also exogenous. Knack (1994) is an
early study which analyzes whether rain “helps the Republicans”. It is also noteworthy because
it contains a nice discussion of how weather affects supporters of the Democratic and Republican
parties. For instance, Knack argues that Democratic voters tend to be poorer and might therefore
be more sensitive to bad weather because they rely on weather-sensitive transport modes (biking,
walking, public transport...). He estimates models of individual turnout in national elections
between 1984 and 1988. Surprisingly, he finds no effect of rainfall on turnout. He also finds
that rainfall has no differential effect on turnout of Democratic versus Republican voters. One
problem with these data is that the 1984 and 1988 presidential elections were held in unusually
dry weather so variability in rainfall was generally low. Interestingly, Knack (1994) finds that
cold weather, if anything, makes Democratic voters more likely to turn out.

Gomez et al. (2007) use data from presidential elections in the US between 1948 and 2000.
They estimate county level turnout and find that it significantly falls with both rain and snowfall.
They also include these weather variables in regressions of the Republican vote share. Contrary
to Knack (1994), they find that the Republican vote shares were significantly higher with bad
weather.”

Another clever instrument is the incidence of infectious diseases. Obviously, individuals
who get sick are less likely to vote. Godefroy and Henry (2016) show that the incidence of
digestive infections in French municipalities significantly reduces turnout. The paper is mostly
concerned with the quality of politicians’ decisions, but it also shows, interestingly, that when
turnout is instrumented by infections, it actually leads to lower infrastructure spending (with no
significant effect on other fiscal variables). They interpret this as consistent with their model.
Their theoretical model shows that higher turnout decreases the chances of the more competent
candidate. In turn, the less competent candidate, in equilibrium, spends less on infrastructure

because her costs are higher. This story is clearly different from the basic RRMR story.

%Actually, this is an intention-to-treat rather than an instrumental variable regression. Hansford and Gomez
(2010) present IV results with similar — though more nuanced — effects. Horiuchi and Saito (2009) also use rain
as an instrument for turnout in Japanese municipal elections, finding a significant negative effect. However, they
analyze the effect of turnout on intergovernmental transfers instead of redistribution between voters. Artés (2014)
also finds that rain decreases turnout in Spanish elections and that this hurts the conservative party (though the main
left wing party does not benefit).
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5 Conclusion

This paper has reviewed the literature about the link between turnout and social spending. The
basic claim is that increasing turnout (or political participation more broadly) increases welfare
spending. The causal chain behind this claim runs like this: (i) when turnout increases, the
proportion of voters with low education or low income rises, and (ii) as the decisive voter’s
income falls she votes for higher social spending. After reviewing the theoretical argument, the
paper has also looked at empirical evidence, paying particular attention to the identification of
causal effects.

The empirical evidence, at first sight, seems to support this view. However, closer inspection
yields some mixed results. For instance, not all studies find a positive effect of education on
political participation, and likewise, not all papers find a positive effect of turnout on social
spending.

In closing, I want to mention some open issues that my reading of this literature suggests.
When comparing results from different countries, one obvious caveat is that institutions differ
between countries in many ways, and these institutions may mediate the effect of turnout on
spending. For instance, Fumagalli and Narciso (2012) find that turnout is lower in presidential
than in parliamentary regimes. So the finding that, say, the US has lower turnout and welfare
spending than some European countries might partly be due to differences in political regimes
and other social institutions.'?

Secondly, a case can be made for strengthening the connection between theory and empirical
analysis. For instance, it seems fruitful to look at disaggregated spending on health or educa-
tion. But the effect of lowering the income of the decisive voter on spending depends on whether
optimal spending levels increase or decrease with income, or are even inversely U-shaped (as
argued by Epple and Romano’s 1996a famous ‘ends against the middle’ model). For instance,
while Borck and Wrohlich (2011) find that low income voters prefer higher spending on chil-
dcare, Kotakorpi and Laamanen (2010) find that rich and poor individuals prefer low spending
and middle-class voters prefer high spending on health care.

While the literature on turnout and government spending is already quite large, these and

other open issues seem to leave enough room for future research.

10An interesting paper by Chevalier and Doyle (2012) argues that the differing results between the US and other
countries are driven by the high incarceration rates in the US. Since incarcerated individuals predominantly have
low education levels, they argue that this fact can explain the different education gradient on turnout in the US.
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