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CHAPTER I

'!'RENDS AND ISSUES IN GOVERNMEN'l'

EXPENDI'l'tJRES

An Interesting Question

The Cold War has ended. With the dissolution of the

Soviet Union, the possibility of a so-called "peace divi

dend" in the United States and abroad is widely discussed.

The question raised by recent changes in the international

context of superpower politics is whether the fiscal re

sources of advanced industrialized democracies will be

redirected toward domestic purposes.

Perhaps there is no precedent for such a change, and

therefore, no solid basis for predicting how the budget may

be split in the future. Conventional wisdom and a good deal

of empirical research suggest that budgetary distributions

are relatively stable in the short-run. In fact, few people

have suggested that changes will occur rapidly. But the

rationale for the existing distribution of resources seems

to be fading and defense cut-backs have already begun in

some areas. Does this mean that other areas of the budget

will benefit? If so, which areas? Can we predict a trade

off of this kind?

1
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Even during the Cold War public expenditures changed.

The most noticeable changes included a large expansion of

public services and welfare programs. Not only have bil-

lions been spent on defense, but much more has been spent on

the combined categories of health, education, and various

kinds of income maintenance programs. Ironically, the

alleged arms race was occurring at the same time as the

welfare state was approaching its zenith.

In effect, the question of whether a peace dividend

should be expected shares the same theoretical ground as the

issue of the guns-versus-butter trade-off. Thus, the logi-

cal place to seek an answer to the question of how a poten-

tial peace dividend might be distributed is in the litera-

ture on budgetary trade-offs.

The number of papers, articles and books on the subject

of the g~~s-versus-butter issue has increased markedly

during the last two decades. 1 Despite widespread interest

and a considerable amount of empirical analysis, theorists

do not agree on the elements of a guns-versus-butter trade-

off. In general, scholarly work on the subject has dealt

with two basic kinds of trade-offs.

The first kind of trade-off is constructed as a hypoth

esis that well-being, or quality of life, is affected by

1 See Steve Chan, "The Impact of Defense Spending on
Economic Performance," Orbis (Summer 1985): 403-34.
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military expenditures. Studies of this kind of trade-off

generally consider the effect of defense spending on the

economy. 2 Empirical studies on this topic suggest that the

influence of defense spending on the economy is not uniform

across all countries. Apparently, effects differ according

to a country's level of development, the mixture of its

industrial base and whether its armaments are imported or

domestically produced. 3 The literature suggests that what

ever dividend might be achieved in so-called quality of life

or economic performance is clearly dependent on several

kinds of qualifications and contingencies.

2 On this point there is a considerable difference
between developed and developing countries. For a very good
overview, see Chan, "The Impact of Defense Spending," 403
34. For background on the debate in the United States, see
Seymour Melman, Our Depleted Society (New York, Dell Pub
lishing Co., 1965); Bruce M. Russett, What Pr;ce Vigilance?
The Burdens of National Defense (New Haven: Yale University
Press, 1970); Morton H. Halperin, Jacob A. Stockfish, and
Murray Weidenbaum, The Political Economy of the Military 
Industrial Complex, eds. Warren F. Ilchman and Joe S. Bain
(Berkeley: University of California Press, 1973); Seymour
Melman, The Permanent War Economy; American Capitalism in
Decline (New York: Simon and Schuster, 1974); Bruce Russet,
"Defense Expenditures and National Well-being," American
Political Science Review 76 (September 1982): 767-77.

3 Cf. Chan, "Impact of Defense Spending;" David Dabelko
and James D. McCormick, "Opportunity Costs of Defense: Some
CrOSS-National Evidence," Journal of Peace Research 2
(1977): 146-54; Saadet Deger, "Economic Development and
Defense Expenditures," Economic Development and Social
Change 35 (October 1986): 178-96; Steve Chan, "Defense
Burden and Economic Growth: Unraveling the Taiwanese Enig
ma," American Political Science Review 82 (September 1988):
913-20.
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This study focuses on a second kind of trade-off: the

trade-off between categories of government expenditures.

The most common example of this kind of trade-off is the

often hypothesized fiscal trade-off between defense expendi-

tures and various categories of domestic expenditures.

Many studies that examine this kind of trade-off indi-

cate that the relationship between changes in defense expen

ditures and other kinds of expenditures is relatively

weak. 4 These studies suggest that expenditures for differ-

ent categories appear to be on relatively independent tra-

jectories, responding to different pressures and demands

arising from changing economic, demographic and diplomatic

conditions. Changes in international affairs are frequently

credited with changes in defense expenditures. Shifts in

the demographic composition of the population and economic

performance engender shifts in the distribution of funds

across categories of domestic spending. s

4 Cf. Russett, "Defense Expenditures and National
Well-being," 767-77; William Domke, Richard Eichenberg, and
Catherine M. Kelleher, "The Illusion of Choice: Defense and
Welfare in Advanced .Industrial Democracies, 1948-1978," The
American Political Science Review 77 (March 1983) :19-35; --
Alex Mintz, "Guns Versus Butter: A Disaggregated Analysis,"
American Political Science Review 83 (September 1989): 1285
93.

S For example, see James L. Clayton, "A Comparison of
Defense and Welfare Spending in the United States and the
United Kingdom, 1946-1976," Journal of Sociology and Social
Welfare 4 (1978): 401-18; Glenn Palmer, "Alliance Politics
and Issue Areas: Determinants of Defense Spending," American
Journal of Political Science 34 (1990): 190-211.
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Occasionally, some scholars mix the issues of national

well-being and fiscal distributions in a more complex model

of trade-offs. In a widely cited study, Bruce Russett

concluded an analysis of the impact of U.S. defense spending

on national well-being with an especially incissive apprais-

al of fiscal trends in the post-war era:

One remarkable fact about this growth in federal
education and health spending is that it continued
through several major periods of military buildup.
Expenditures for education rose through the cold war
rearmament and Korean War, and during all but two of
the Vietnam War years. Federal spending for health
continued to rise throughout the Vietnam period. Even
during the four costly World War II years from 1941
through 1944, these civilian federal programs continued
to expand. Sacrifices surely were imposed, but they
were largely sacrifices imposed on current consumption,
not on the kind of long-run social investment required
to build a healthier and better-educated population.
Indeed, the problems of ignorance, ill-health, and
malnutrition among many potential draftees during World
War II helped to convince even the most defense-minded
legislators and officials that the federal government
had to take remedial action.

A second remarkable fact is that support for
increased federal health and education programs was
reasonably non-partisan. Federal spending for educa
tion, e.g., the National Defense Education Act, went up
sharply during the Eisenhower years and continued to
rise during all but one year of the Nixon and Ford
administrations. Federal health expenditures passed
unscathed through the Nixon and Ford years. When the
Republican presidents felt compelled to raise defense
readiness, they kept the increases within limits and
accepted the taxes necessary to maintain social pro
grams. 6

6 Russett, "Defense Expenditures and National Well
Being," 776.
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Russett's observations reveal three distinct problems

in analyzing budgetary trade-offs. First, Russett restricts

his evaluation of trade-off behavior to those instances

where the military expenditures increase. Pro-domestic

trade-offs are not seriously considered. Russett dismisses

such cases because:

Experience with reductions in military spending is
relatively limited, occurring in just 16 or the 39
years in our sample. [Evidence] suggests that there is
some trade-off in these years, and in principle we
might analyze years with military upswings in separate
equations from those with downswings. However, the
samples--especially for years with military down
swings--would be very small for adequate multivariate
analysis, and the technical problems of analyzing
yearly data for years that were often not adjacent
would be formidable. 7

Russett's remarks are reminiscent of many other schol-

ars who have written on the issue. A close reading of the

literature on this subject reveals that there are unstated

assumptions made about the way defense versus domestic

trade-offs operate. It appears that the majority of studies

posit a zero-sum game where an increase in defense expendi-

tures occurs at the expense of other programs. If this is

true, then an equally possible alternative that increases in

domestic expenditures occur at the expense of defense spend

ing should exist. This possibility is dismissed in

Russett's study because the number of cases were too small

7 Russett, "Defense Expenditures," 775, n.7 (italics
added) .
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for statistical analysis. In most studies, the question is

not addressed at all because the concept of a trade-off is

itself not clearly defined. It is presented as a hypothe-

sized negative relationship between the growth rates of two

or more categories of expenditures. Such an approach does

not capture the full range of fiscal possibilities.

Second, the influence of international factors on

budgetary behavior is not clear. The widely debated concept

of an arms race with its emphasis on escalation seems to add

very little to our understanding of how budgetary outcomes

are determined. Both Soviet and American defense expendi-

tures increased during the period Russett analyzes, yet many

categories of domestic expenditures did not apparently

suffer. Do changes in Soviet military spending effect

trade-offs in federal outlays as implied by the arms race

literature?

Third, according to Russett, the succession of

Republican presidents appears to have had little influence

on the budgetary changes. Unfortunately, Russett does not

develop the kind of measures required to test adequately the

hypothesis that'·bipartisanship accounted for the growth in

domestic spending; it is not included in his model.

Perhaps an adequate measure of partisan influence could

account for the apparently odd combination of events Russet

describes. Of eleven independent variables used in
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Russett's study only one dummy variable directly measured

the influence of a political factor: the president's party

affiliation. The question of whether partisan politics

influenced the outcome is a matter of particular interest to

students of politics, but the literature on the effect of

politics on fiscal outcomes is inconclusive. A substantial

literature suggests, as does Russett, that economic and

demographic factors account for most of the variance in

budgetary behavior.

In using a predominantly economic and demographic model

to explain trends in expenditures, Russett is not alone.

This is the norm in scholarly work on government spending.

One might even say that this general approach represents a

paradigm. This approach is accepted by a wide range of

scholars in several disciplines. In part, the analytical

approach used in Russett's study stems from the kind of

research which preceded it.

Unfortunately the conceptual and analytical methods em-

ployed in Russett's study, and in most of the research on

this issue, cannot adequately address the trade-off issue.

For a variety of reasons, most of the research in this area

is simply misdirected. This study will employ an alterna-

tive approach. Using direct measures of trade-off outcomes,

I test the hypothesis that parties have an effect on trade

offs in the United States and other advanced industrial



9

democracies. A proper test of this hypothesis might yield a

better understanding of conditions required for obtaining a

peace dividend.

Issues and Recent Trends

Turning to the literature on government expenditures,

one finds a profusion of studies claiming to explain why

expenditures change. Comparatively less research deals

directly with the issue of trade-offs between specific kinds

of expenditures. Instead, there is a preponderance of

literature dealing with the determinants of one or another

kind of expenditure, usually in isolation from other kinds

of spending. Findings in this body of research are not

unanimous. In part, the disparity between findings can be

attributed to the scope of studies, differences in levels of

analysis, and the level of budget aggregation as well as the

methodological techniques employed. These factors cause

some disparities, but the literature also reveals a variety

of parochial disciplinary preoccupations.

Research on government spending is the providence of

several academic disciplines including economics, political

science, sociology and public administration. Each disci-

pline brings its own questions to the subject of explaining

the dynamics of the public purse. A fragmented and special-

ized literature on public expenditures has emerged. As a
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result, there is little common ground on what needs to be

explained.

For economists, the central questions concern the

limits of government spending and its effect on productiv-

ity, interest rates, inflation, international trade, unem-

ploYment and the like. For the sociologist, the central

questions relate to how government expenditures will affect

the quality of life for various elements of the populace and

relations between classes of people. For the specialist in

public administration and public finance, scholarly inter-

ests revolve around predicting budget surpluses or deficits

as well as measuring the efficiency of publicly produced

services. Political scientists have tended to focus on

budgetary process, political accountability, responsible

fiscal behavior, and the coherence of policy objectives. 8

8 The study of the budget process has a long heritage,
but remains tied to legal and procedural modes of analysis.
The central finding of this body of research is that budget
processes promote incremental tinkering, as opposed to
comprehensive budgeting. Cf., Avery Leiserson, "Coordi
nation of Federal Budgeting and Appropriations Procedures
under the Legislative Reorganization Act of 1946," National
Tax Journal 1 (1948): 118-25; Charles E. Lindblom, "The
Science of Muddling Through," Public Administration Review
19 (1959): 79-88; Richard F. Fenno, Jr., The Power of the
Purse: Appropriations Politics in Congress (Boston: Little
Brown and Company, 1966); Aaron Wildavsky, The Politics of
the Budgetary Process (Boston: Little Brown, 1964); Otto
Davis, M.A.H. Dempster, and Aaron Wildavsky, "Toward a
Predictive Theory of Government Expenditures: U.S. Domestic
Appropriations," British Journal of Political Science 4
(October 1974): 419-52; Louis Fisher, Presidential Spending
Power (Princeton: Princeton University Press, 1975); Thomas
W. Wander, F. Ted Hebert, and Gary W. Copeland, eds., Con-
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Some of these concerns intersect at certain points.

The question of growth in expenditures, what drives it and

what limits it, is one area where the various disciplines

have converged. In particular, attention has been directed

at the growth of government expenditures on those items most

closely identified with the so-called welfare state.

Most of the research on domestic spending on welfare

and social services has focused on demographic and economic

determinants. Accounts of how domestic programs developed

frequently describe the historical sequence of events or

conditions leading to the establishment of social programs

and the corresponding growth in the public sector for a

single country or set of countries sharing more or less

similar characteristics. 9 Other studies emphasize the

aressional Budaetina: Politics, Process and Power (Balti
more: Johns Hopkins University Press, 1984).

9 Descriptive, narrative analyses of the development
of the welfare state can be found in Hugh Heclo, Modern
Social Politics in Britain and Sweden: From Relief to Income
Maintenance (New Haven: Yale University Press, 1974); Peter
Flora and Arnold J. Heidenheimer, eds., "The Historical Core
and Changing Boundaries of the Welfare State," in The Devel
opment of Welfare States in Europe and North America (New
Brunswick, N.J.: Transaction Books, 1981); Ann Shola Orloff
and Theda Skocpol, "Why not equal Protection? Explaining the
Politics of Public Social Spending in Britain, 1900-1911,
and the United States, 1890s-1920, " American Sociological
Review 49 {December 1984}: 726-50; and Norman Furniss, ed.,
Futures of the Welfare State {Bloomington, Illinois: Indiana
University Press, 1986}; Richard Rose, "How Exceptional is
the American Political Economy?" Political Science Quarterly
104 (Spring 1989): 91-115.

Quantitative studies include: Morris Beck, "Public
Sector Growth: A Real Perspective," Public Finance 34
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differences between countries, taking a sample of very

different countries for their analysis. lO

Most studies find that there is a general trend toward

expansion of social programs. Expansion has two dimensions.

First, the proportion of the population targeted for provi-

sion of services has generally increased. Second, the range

of benefits available to recipients has also increased. One

of the reasons given for the expansion of benefits is that

there is a tendency for governments to index benefits in

many domestic welfare programs, such that increases occur in

a quasi-automatic manner, following the rate of inflatioL.

Indexing, and expansion in the target population has raised

(1979): 313-55; Morris Beck, Government Spending: Trends and
Issues (New York: Praeger Publishers, 1981); Frank Gould,
liThe Development of Public Expenditures in Western, Indus
trialized Countries: A Comparative Analysis," Public Finance
38 (1983): 38-69; Balbir S. Sahni and Balvir Singh, "On the
Causal Directions Between Income and Government Expenditure
in Canada," Public Finance 39 (1984): 359-93; Tom W. Rice,
"The Determinants of Western European Government Growth,"
Comparative Political Studies 19 (July 1986) :233-57; Fred C.
Pampel and John B. Williamson, "Welfare Spending in Advanced
Industrial Democracies 1950-1980," American Journal of
Sociology 93 (1988): 1424-56.

10 The classic example is Philips Cutright, "Political
Structure, Economic Development, and National Social Securi
ty Programs," American Journal of Sociology 70 (March 1965):
537-50; cf. Sohrab Abizadeh and John Gray, "Wagner's Law: A
Pooled Time-Series, Cross-Sectional Comparison," National
Tax Journal 38 (June 1985): 209-16; Bruce E. Moon and
William J. Dixon, "Politics, the State, and Basic Human
Needs: A Cross-National Study," American Journal of Politi
cal Science 29 (November 1985): 661-94.
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questions about how growth in government expenditures can be

controlled.

After a relatively rapid expansion of social programs

during the 1960s and 1970s politicians and scholars began to

consider whether continued expansion was possible, or had

the growth of the public sector in the new welfare state

reached its apex? With the economic shocks of the mid-

1970s, producing economic crises in many industrialized

countries and the recent phenomenon of stagflation with the

dual problems of unemploYment and inflation, fiscal resourc-

es seemed to be reaching their limits. Several countries

began to shift away from expansion of social programs to

programs of austerity during the late 1970s and 1980s.

In Britain, Margaret Thatcher'S Conservative Party

began a process of privatization. 11 Meanwhile, the United

States began a defense buildup, and began trimming or post-

poning the implementation of programs designed to combat

poverty or improve opportunities for the disadvantaged.

Many observers pointed to the doctrines of political parties

as the cause of these changes.

Whether political parties have a significant effect on

government expenditures continues to be an item of contro-

11 For a detailed description of programs targeted by
the Thatcher government see Anthony J. Harrison, The Control
of Public Expenditure 1979-1989 (Oxford: Transaction Books,
1989), 18-140, 263-277.
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versy among students of government spending. Research

concerning the effect of parties on expenditures has also

spawned a debate on whether the objectives of redistributive

programs have been achieved. For instance, debate continues

on the subject of whether socialist governments that espouse

egalitarian policies actually achieve redistribution through

expenditures, or whether these policies merely provide a

baseline of income protection. Research on the influence of

parties and political structures has dealt at length with

the question of whether political factors improve the aggre-

gate standard of living, improve economic performance, or

even extend life expectancy and reduce infant mortality.12

Much of this research has focused on government expenditures

12 This topic continues to be a matter of controver
sy, cf. Cutright, "Political Structure, Economic Develop
ment," 537-50; and Heclo, Modern Social Politics in Britain
and Sweden, 227-283; and Richard M. Coughlin and Philip K.
Armour, "Methodological Issues in the Comparative Study of
Social Security: Qualitative vs. Quantitative Analysis and
the Appropriate Use of Data," International Review of Modern
Sociology 10 (July-December 1980): 25-48; Douglas Hibbs,
"Political Parties and Macroeconomic Policy," American
Political Science Review 71 (December 1977): 1467-87; James
L. Payne, "Inflation, Unemployment, and Left-Wing Political
Parties: A Reanalysis," American Political Science Review 73
(March 1979): 181-85; Douglas Hibbs, "Communications,"
American Political Science Review 73 (March 1979): 185-90;
Robert W. Jackman, "Socialist Parties and Income Inequality
in Western Industrial Societies," Journal of Politics 42
(February 1980): 135-149; Moon and Dixon, "Politics, the
State, and Basic Human Needs," 661-94.
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as a central factor in affecting social and economic out-

comes. 13 Despite extensive treatment of these topics,

controversy still surrounds the hypothesis that parties can,

or do, influence these outcomes. One the other hand, some

researchers consider non-political decision makers more

important in effecting economic change, with monetary and

regulatory policies being more significant factors in influ

encing economic performance. 14 The institutions that pro-

13 Linkages between government policy and economic
outcomes are characterized very differently by several
astute scholars. There is no general consensus on the
nature of government control of the macroeconomy, or for
that matter, the direction of causation between public
expenditures and economic performance. See William D.
Nordhaus, "The Political Business Cycle," Review of Economic
Studies 42 (April 1975): 169-190; Edward R. Tufte, Political
Control of the Economy (Princeton: Princeton University
Press, 1978); Gary W. Marks, "State-Economic Linkages in Ad
vanced Industrial Societies," in Political Economy in West
ern Democracies, eds., Norman J. Vig and Steven E. Schier
(New York: Holmes & Meier, 1985), 46-69; cf. Ray C. Fair,
"The Effect of Economic Events on Votes for President," The
Review of Economics and Statistics 60 (May 1978): 159-73-;-
Bruno S. Frey, "Politico-Economic Models and Cycles," Jour
nal of Public Economics 9 (1978): 203-20; Morris Fiorina,
Retrospective Voting in American National Elections (New
Haven: Yale University Press, 1981), 106-29; Sahni and
Singh, "On the Causal Directions Between Income," 359-93;
Roderick D. Kiewiet. Macro-Economics & Micro-Politics: The
Electoral Effects of Economic Issues (Chicago: The Universi
ty of Chicago Press 1983), 81-144; Alexander Hicks and
Duane Swank, "On the Political Economy of Welfare Expan
sion," Comparative Political Studies 17 (1984): 81-119;
Roger Friedland and Jimy Sanders, "The Public Economy and
Economic Growth in Western Market Economies," American
Sociological Review 50 (August 1985): 421-37.

14 Cf. Nathan Beck, "Parties, Administrations, and
American Macroeconomic Outcomes," American Political Science
Review 76 (March 1982): 92-3.
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duce these policies are generally populated by un-elected

bureaucrats and other civil servants unaffiliated with major

political parties. While the issue of the relative impor

tance of fiscal, monetary and regulatory policies on econom

ic performance and social change is very interesting, and

worthy of continued research, this study addresses the more

limited question of whether political parties act to allo

cate resources in the manner commonly assumed in popular

political discourse and debated in scholarly journals.

The question posed here is whether political parties

systematically change the direction of government spending.

This question is intimately tied to the question of whether

parties control public policy. If a party cannot change the

allocation of government resources, then it is not able to

implement its policy objectives. Events during the last

decade seem to indicate that a correlation exists between

changes in the partisan composition of government and subse

quent spending patterns. Recent political history seems to

support the idea that parties influence the allocation of

expenditures.

In the United States during the 1980s, social workers

and advocates for social programs in the areas of education

and other social services complained about the Reagan

administration's lack of financial support for their pro

grams. Many social programs experienced cutbacks, and
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financial support for proposed programs were not forthcom

ing. Two theoretically important issues are at stake in

determining whether such complaints are properly directed at

the Reagan administration. First is the question of whether

budgetary changes are products of a general pattern of

partisan politics, whereby increases in the power of one

party, in this case the election of a president (and senate

majority) from the Republican Party, predictably foreshad

owed the demise or expansion of specific kinds of programs.

Put differently, is there something about the Republican

Party that determines how budgets are divided among policy

alternatives? Or, is this an economically driven or idio

syncratic occurrence without any politically generalizable

features? In short, was Reagan personally responsible, qua

Ronald Reagan, for these changes, or was he responsible qua

Republican president? Is there something inherent to the

nature of political parties that provides a foundation for

predicting government policy? Some preliminary observations

on this matter seem especially relevant.

During the 1980s, the similarity of events in United

States and the United Kingdom evoked many commentaries on

the leaders of those countries. The personal affinity of

President Ronald Reagan and British Prime Minister Margaret

Thatcher is widely recognized. In the United Kingdom under

the Thatcher government, a program of privatization and
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fiscal austerity led to the dismantling of a number of

institutions that had received support under previous Labour

Party governments. In particular, nationalized industries

were targeted for privatization. This led to a coal miner's

strike in protest of the government's policies. 1s

Similar changes occurred in the United States during

the Reagan administration. What Anthony Harrison terms

"off-loading" became a key component of Reagan's domestic

policy agenda. 16 In the United States, under the Reagan

administration, grants-in-aid to the states were cut, under

the guise of providing more "local control," and lifting the

weight of centralized decision-making from the shoulders of

state and local officials. u

Changes in both countries seemed to be made at the

expense of labor interests and other social groups at the

lower end of the socio-economic spectrum, which prompts some

15 See Harrison, Control of Public Expenditure, 6,
passim.

16 Ibid, 18-83. Cf. Harold Seidman and Robert Glimour,
Politics, position and Power, 4th ed. (Oxford: Oxford Uni
versity Press, 1986), 119-35.

17 Cf. Richard Nathan and Fred C. Doolittle, "Changes
during Reagan's First Term," in Reagan and the States, eds.
Richard Nathan and Fred C. Doolittle, (Princeton: Princeton
University Press, 1987) 44-66; John E. Chubb "Federalism and
the Bias for Centralization," chap. 10 in The New Direction
in American Politics, eds. John E. Chubb and Paul E. Peter
son (Washington, D.C.: The Brookings Institution, 1985),
273-306. Seidman and Gilmour, Politics, position and Power,
133-6.
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sense of comparability. But is this a general pattern that

applies to all administrations that share a so-called con-

servative ideology? Moreover, how do national legislatures

figure in the equation?

Numerous scholars have found relationships between the

partisan composition of national parliaments and growth in

specific kinds of budget allocations. Others argue that

social, demographic and economic factors determine govern-

ment expenditures. In cross-national studies, it is widely

theorized that parties of the left increase the size of the

public sector, especially with respect to domestic expendi

tures on welfare programs .18

Some scholars have expressed skepticism that changes in

expenditures result from party influences. They argue that

18 See Douglas Hibbs, Economic Interest and the Poli
tics of Macroeconomic Policy (Centre for International
Studies: MIT, 1975); Hibbs, "Political Parties and Macroeco
nomic Policy," 1467-87; David Cameron, "The Expansion of the
Public Economy," American Political Science Review 72 (De
cember 1978): 1243-61; Tufte, Political Control of the
Economy; Francis G. Castles and R. McKinlay, "Does Politics
Matter: An Analysis of the Public Welfare Commitment in
Advanced Democratic States," European Journal of Political
Research 7 (1979) :169-86; Walter Korpi, "Social Policy and
Distributional Conflict in the Capitalist Democracies: A
Preliminary Framework," West European Politics 4 (1980):
296-316; Francis G. Castles, "The Impact of Parties on
Public Expenditures," in The Impact of Parties, ed. Francis
Castles (Beverly Hills: Sage, 1982), 21-96; Gould, "The
Development of Public Expenditures," 38-69; Paul Whiteley,
Political Control of the Macroeconomy: The Political Economy
of Public Policy Making (Beverly Hills: Sage Publications,
1986); Duane H. Swank, "The Political Economy of Government
Domestic Expenditures in the Affluent Democracies, 1960-80,"
American Journal of Political Science 32 (1988): 1121-50.
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variations in expenditures are not historically significant

and that political influences are subordinate to other

factors, particularly economic and demographic trends. 19

There are several reasons for skepticism. One impor-

tant reason is that government expenditures tend to change

more slowly than the political environment, especially with

respect to changes in public opinion.

Moreover, it is widely recognized that changes in

government expenditures from one year to the next are highly

correlated. Changes in expenditures generally occur in

small increments. 2o For this and other reasons, the pre-

ponderance of research has focused on socio-economic factors

that also change incrementally, or very slowly over time.

Indeed, much of the research on the origins of the welfare

state has emphasized the historical context of the welfare

state. Additionally, certain aspects of a country's politi-

19 See Cutright, "Political Structure," 537-550; Harold
Wilensky, The Welfare State and Equality: Structural and
Ideological Roots of Public Expenditures (Berkeley: Univer
sity of California Press, 1975); Richard Rose, Do Parties
Make a Difference?, 2d ed., rev and enl. (Chatham, New
Jersey: Chatham House Publishers, 1984). For a less assured
account of non-partisan influences see Beck, "Public Sector
Growth," 313-55; Beck, Government Spending: Trends and
Issues.

20 See Charles Lindblom, "The Science of Muddling
Through," 79-88; Aaron Wildavsky, The Politics of the Bud
getary Process; and Otto Davis, M.A.H. Dempster, and Aaron
Wildavsky, "Toward a Predictive Theory of Government Expen
ditures: U.S. Domestic Appropriations," British Journal of
Political Science 4 (October 1974): 419-52.



21

cal culture are sometimes credited with promoting expansion

of welfare programs and increases in the size of the public

sector. Among the factors considered to be influential in

promoting expansion in the welfare state are: the existence

of a strong labor movement (combined with a strong democrat-

ic socialist movement), religious affiliations (such as

Catholicism), and economic reliance on the export sector. 21

These perspectives on government spending pose alterna-

tive hypotheses. On one side of the issue are those who

argue that political parties have an important impact on

expenditures, especially those expenditures related to the

size and complexity of the welfare state. On the other side

are those who argue that government expenditures are econom-

ically determined, as a result of industrialization, demo-

graphic composition, economic affluence, and even the

country's vulnerability to fluctuations in international

trade. 22 Economic theories comprise the bulk of scholar-

21 Harold L. Wilensky, "Leftism, Catholicism, and
Democratic Corporatism: The Role of Political Parties in
Recent Welfare State Development," in The Development of
Welfare States in Europe and North America eds. Peter Flora
and Arnold J. Heidenheimer, (New Brunswick, N.J.: Transac
tion Books. 1981), 345-82. See also, Flora and
Heidenheimer, "The Historical Core and Changing Boundaries,"
17-34. For a very good overview of this literature, see
Hannu Uusitalo, "Comparative Research on the Determinants of
the Welfare State: the State of the Art," European Journal
of Political Research 12 (1984): 403-22.

61.
22 See Cameron, "The Expansion of the Public," 1243-
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ship on government spending, but can they address the ques-

tion of how guns versus butter choices are made?

Economic Determinism

By far the most frequently cited and most widely dis-

cussed theory of the growth in public expenditures is the

theory first espoused in the 1880s by a German economist,

Adolph Wagner. He hypothesized that as populations become

more affluent, their demand for public services increas

es. 23 This theory has received widespread acceptance among

economists and political scientists alike. 24 A closely

related school of thought suggests that increases in govern-

ment spending result from the pressures of powerful interest

groups.25

Some theorists have argued that extending government

benefits generates a rachet effect whereby, once offered,

23 For a concise description, and empirical test of
Wagner's Law, see Abizadeh and Gray, "Wagner's Law: A Pooled
Time-Series," 209-16.

24 See James Buchanan and Gordon Tullock, "The Expand
ing Public Sector: Wagner Squared," Public Choice 31 (1977):
147-50; Rice, "The Determinants of Western European Govern
ment," 243.

25 Cf. Lowi, The End of Liberalism, 42-63; Morris
Fiorina, Congress: Keystone of the Washington Establishment
(New Haven: Yale University Press, 1977): 29-49. These
accounts are firmly rooted in the earlier work of David B.
Truman, The Governmental Process (New York: Alfred A. Knopf,
Inc., 1951); and v.o. Key, Politics, Parties and Pressure
Groups Fourth Edition (New York: Thomas Y. Crowell Company,
1958) .
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public welfare programs are practically irreversible. 26

This dynamic is based on the observation that such benefits

are rarely rolled back to previous levels. 27 The authors

of this theory, Peacock and Wiseman, argue that growth in

such expenditures occurs in the wake of war. They theorized

that populations subjected to the strains of war expect a

payoff for their deprivation during the war. In their view,

a kind of quid quo pro between political elite and the

population tends to increase expenditures. This theory is

supported by the expansion of social expenditures in many

Western democracies following the Second World War.

Other theorists argue that the very nature of demo-

cratic government itself militates against fiscal re-

straint. 28 The traditional form of this argument is that

office holders increase payoffs to voters to influence

electoral outcomes. A closely related theory is that, in

addition to the electoral needs of politicians, interest

26 See Alan Peacock and Jack Wiseman, The Growth of
Public Expenditure in the United Kingdom (Princeton: Prince
ton University Press, 1961).

27 See Dirk Wolfson, "Controlling the Welfare State: A
Case Study of Retrenchment in the Netherlands," Public
Finance, 42, no. 2 (1987).

28 See Anthony Downs, "Why the Government Budget Is Too
Small in a Democracy," World Politics 12 (1960): 541-563;
Buchanan and Tullock, The Calculus of Consent.
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groups conspire, sometimes in collaboration with bureau-

crats, to expand public expenditures. 29

According to these perspectives, parties contributes

little or nothing to the explanation of changes in expendi-

tures. Together, such theories constitute what has been

termed a "partisan invariant hypothesis," suggesting that

parties do not affect expenditures. Instead, expenditures

are subject to the influences of interest groups, political

cycles, or economic conditions, regardless of the party in

power.

If these theories are correct with respect to the

influence of political parties, then there should not be a

correlation between the strength of certain kinds of parties

and certain kinds of expenditures. The literature, however,

indicates that some researchers have found just that (even

when controlling for economic and demographic variables) .

American Exceptionalism

The controversy over the partisan impact on expendi-

tures has important implications for students of American

politics. For decades, American political scientists have

criticized both the Democratic and Republican parties for an

29 Cf. Fiorina, Congress: Keystone of the Washington
Establishment, 87-93; Lowi, The End of Liberalism.
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apparent inability to provide voters clear alternatives.

It is well known that American parties do not maintain

the level of party discipline found in most other democra

cies. This fact is attributed to a variety of influences

including the structural fragmentation of party organiza-

tion, party members who act as policy entrepreneurs for

their own electoral advantage and the tendency of parties to

become enmeshed in interest-group politics at the expense of

coherent policy making.

Coupled to these characterizations of the two major

parties, students of American political values have stressed

the non-ideological character of the electorate. Indeed,

this is an enduring theme in most studies of American polit-

ical thought.

For more than 150 years, one of the most frequently

cited authorities on the character of American political

thinking has been Alexis De Tocqueville. His comments about

the United States in the 1830s have been recognized for

their enduring relevance. Among his many comments on the

character of Americans, he wrote that "I think no country in

the civilized world is less attention paid to philosophy

than in the United States. ,,30 Moreover, De Tocqueville

noted that Americans tended to be more occupied with busi-

30 Alexis de Tocqueville, Democracy in America, ed.
Phillips Bradley, Vol. I, pt.2 ch. 10 (New York: Knopf,
1945), 3.
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ness than people in Europe. This description fits well into

other accounts of Americans being individualistic, self-

interested, and pragmatic. This characterization has domi-

nated most subsequent analyses of politics in the United

States. Ideology is not considered to be an important

feature of American politics.

Pragmatism, and a commitment to a general notion of

liberalism are consistent characterizations of the American

political culture. 31 In comparison with other most

European democracies, the ideological differences between

parties in the United States are relatively minute. In a

manner of speaking, many scholars consider the United States

to be "exceptional" in its deviation from the ideological

distinctions found in other Western democracies. Likewise,

it has been suggested that U.S. expenditures patterns are

equally exceptional, lagging behind other advanced industri

alized democracies in the development of a number of social

programs. This study will examine the empirical validity of

this assessment of American politics.

Party and Policy

Much of the previous research on the influence of

parties on expenditures has included references to party

31 The two most prominent works on this subject are
Louis Hartz, The Liberal Tradition in America (New York:
Harcourt, Brace, 1955); and Richard Hofstadter, Liberalism
in America (New York: Vintage Books, 1958).
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ideologies. A host of different coding methods have been

employed in this field with mixed results. At the root of

this kind of analysis is the presupposition that parties

differ in their preferences for particular kinds of poli

cies. Exactly how or why these differences should obtain is

frequently left to the imagination of the reader. Even

those studies that suggest that partisan ideologies play a

part in determining expenditures devote little time explain

ing the connections between ideology and the kinds of ex

penditures under consideration.

To the extent that generalizations can be made from

this area of research, there appears to be a scholarly

consensus that left-leaning parties tend to support, at

least rhetorically, expenditures for social programs, while

more conservative, or right-leaning parties tend to support

expenditures for defense and minimize the amounts spent on

social programs.

Several gaps in the explanations presented in the

literature are apparent. Few accounts describe what is it

about the ideology that promotes one kind of bias as opposed

to another. If there is an underlying principle operating,

it is rarely made explicit. In short, the content of what

is being measured when left- or right-wing parliamentary

seats are being counted is not fully specified. What is
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missing is a definition of the theoretical content of the

terms left and right.

Giacomo Sani and Giovanni Sartori describe the left-

right continuum as being in the "social change/social equal-

ity domain." This is consistent with many descriptions of

ideologies found in the philosophically oriented literature,

but rarely mentioned in empirical, quantitatively oriented

studies. 32 Sani and Sartori's comment on the content of

the left-right continuum suggests that the Left favors

social change and social equality more than the Right.

Colloquial catch phrases, such as "bleeding heart," or "hard

right," capture much of the sense that Sani and Sartori

intend in describing this domain.

Popular and scholarly perceptions of the ideological

leanings of political groups are often articulated in spa-

tial descriptions which note the depth and degree of those

leanings. Political groups on both sides of the left-right

continuum are percieved as being moderate or radical in

their adherence to ideological positions.

Parties of the left are often described as advocates of

"progressive," social programs and adherents of social

change. Parties of the right are characterized as being

32 Giacomo Sani and Giovanni Sartori, "Polarization,
Fragmentation and Competition in Western Democracies,"
Western European Party Systems, Edited by Hans Daalder and
Peter Mair, (Beverly Hills: Sage, 1983), 310.
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less sensitive to the issue of inequality and generally

opposed to social change. As mentioned, there is a wide-

spread perception that these leanings are a matter of de-

gree, where those parties at the extremes are considered

radical as opposed to more moderate, or even centrist par-

ties. These perceptions of the political landscape are not

frequently articulated systematically. For this reason, it

is adviseable to inspect the more cogently articulated

philosophical ground latent in the perception that a politi-

cal party is more or less supportive of social equality and

social change (A more extensive treatment of this matter,

and a discussion of related measurements, is presented in

the following chapter) .

These perceptions are used to test the very general

hypothesis that policy alternatives stem from the ideolog-

ical commitments of politicians. Moreover, it is theorized

that politicians associate themselves with other like-minded

people in organized political parties. Explaining the

connection between ideology and public policy is the subject

of the next chapter.

The following discussion draws on the work of scholars

in the field of political philosophy to relate three major

ideological persuasions, or orientations, to specific kinds

of policies and then to a theory of budgetary trade-offs.
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CHAPTER :II

THEORY AND METHODS

Introduction

This chapter develops a theory of how ideologies are

related to budgetary trade-offs. The first step in this

process is to establish the theoretical content of the left-

right continuum which will be used to measure the principal

independent variable. The "social equality/social change

domain" that Sani and Sartori mention, provides the focus

for the discussion of the theoretical construct of the

continuum. This is a necessary step in explaining why

parties should matter to budgetary outcomes.

What is developed in the following sections is a theory

of what is inside the "black box" so frequently referred to

in systems models of politics. By developing a description

of the conceptual content of a left-right dimension, I am

postulating that the internal mechanisms of government

operate according to a set of generalizable rules. To

define these rules, and thereby the content of the dimen-

sion, I refer to the work of political philosophers, whose

area of expertise is the definition of ideological content.

In the interest of brevity and simplicity three "ideal

types" of the most prevalent ideologies are developed below.

30
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The ideologies considered include socialism, classical

liberalism, and conservatism. Drawing on the critical

analyses of scholars who specialize in the field of moral

and political philosophy, a selection of key characteristics

are identified. More variety of opinion exists than can be

catalogued coherently in a single study, so some narrow

issues are not treated here. With these limitations in

mind, what is being asserted is the plausibility of the

social equality/social change dimension suggested by Sani

and Sartori across a spectrum of party ideologies. These

characterizations are intended to illustrate why certain

kinds of biases toward policies should be expected by par

ties that fall more or less to the right or left.

A Theory of Ideology

Since the word was coined in the eighteenth century,

the concept of ideology has been defined in many different

ways. The most common way of describing ideology is as a

belief system or "world view," through which social reality

is interpreted. This particular understanding of ideology

emphasizes the cognitive effects that a publicly oriented

philosophy has on an individual's interpretation of percep

tions, political attitudes and public values. In this

respect, the analogy of a "prism" is frequently used to

describe the way that an ideology affects cognitive opera

tions. This analogy is similar in many ways to what has

been conceptualized as an "operational code," or rather a
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set of predispositions to selectively receive and respond to

events. According to this view, ideology generates a sensi-

tivity to particular kinds of stimuli, and blindness to

other kinds of stimuli, structuring the kinds of consider

ations which inform decision making. 33 In essence, differ-

ent ideologies provide alternative frames of reference, or

ways of thinking,34 and thereby constrain the menu of con-

ceivable policy alternatives available to certain actors.

Pejoratively, the term "ideology" is sometimes used to

mean a kind of stubborn adherence to a set of social objec-

tives. In this view, an ideology functions as a kind of

secular theology, providing the basis for moral and politi-

cal judgements. Alternatively, ideologies are sometimes

viewed as social conveniences, as rationalizations or justi-

fications for political activities. In this view, ideology

does not truly provide a cause for action, but is a cloak or

33 See Milton Rokeach, The Open and Closed Mind (New
York: Basic Books, 1960), for an excellent treatment of how
beliefs affect the interpretation of events. The relation
ship of core beliefs to ideology is explained quite well in
Elinor Scarbrough, Political Ideology and Voting: An Explor
atory Study (Oxford: Clarendon Press, 1984), 24-49. The
relationship of the cognitive view to cybernetic theory is
quite interesting. Cf. Karl W. Deutsch, The Nerves of Gov
ernment (New York: The Free Press, 1962); Bradford P.
Keeney, Aesthetics of Change (New York: The Guilford Press,
1983), 12-109. Theoretical metaphors differ considerably.
In cybernetic theory, what I am describing is a matter of
the calibration of receptors.

34 See Karl Mannheim, Ideology and Utopia, trans.
Louis Wirth and Edward Shils (New York: Harcourt Brace
Jovanovich, Publishers, 1985), 70-108.
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instrument of political power, serving more basic interest-

seeking motivations. 35

This study tentatively posits former view that ideolo-

gies are articulated "world views" having significance in

determining political values and, thereby, how decision

makers formulate and choose political alternatives. The

utility of employing ideological descriptions to predict

behavior will determine the extent to which this tentative

commitment is warranted.

A Spatial Arrangement of Ideologies

The essence of the notion of left and right employed in

this analysis is a spatial relationship. This section will

describe ordinal relationships between ideologies by refer-

ence to certain core values, such that one ideology is "more

than" another with respect to its menu of justifications for

supporting certain kinds of policies. The following charac-

terizations should not be taken as arguments that ideologies

are themselves strictly unidimensional. Each of the major

ideological movements being described has, within its own

system of values, certain contradictions, or tensions, which

produce some inconsistency and, in some cases, incoherence.

Thus, the following descriptions are meant to illustrate the

35 See Eric Voegelin, Science Politics and Gnosticism
{Chicago: Regnery, 1966}i see also Alasdair MacIntyre,
Against the Self Images of the Age {Notre Dame: Notre Dame
University Press, 1970}.
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reasons for a general bias, or predisposition toward a

particular viewpoint.

The method employed below is speculative, relying as it

does on critical commentaries which frequently display

ulterior aims in presenting opposing views. Nevertheless, I

believe that the characterizations are valid insofar as the

assertions concern the limited number of issues addressed.

It seems appropriate to begin with the ideologies of

the Left, which have received the most scholarly attention.

It is widely acknowledged that socialist parties take inspi-

ration, if not specific policy objectives, from Marxist, or

neo-Marxist theories. Contemporary Marxists theorists tend

to shy away from the systematic, quantitatively styled

arguments presented in Das Kapital, preferring instead to

focus on the normative humanistic values of Marxism. The

famous dictum, "From each according to his ability, to each

according to his need," or variants thereof, has continued

to be the cornerstone of socialist thought. 38 The realiza-

tion of a more just distribution of economic and social

benefits the centerpiece of socialist values.

38 This quotation is found in Marx's "Critique of the
Gotha Program," [See Robert Tucker, The Marx-Engles Reader,
2nd ed., (New York: W.W. Norton & Company, 531.] but some
scholars attribute it to the French socialist, Louis Blanc,
in dating as early as 1848 [See George Seldes, The Great
Thoughts, With a Foreword by Henry Steele Commager. (New
York: Ballantine Books, 1985), 274.].
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Among socialists, debates have raged for over one

hundred years about what aspects of Karl Marx's writings are

relevant to the practical circumstances of the socialist

movement. Marx's theory of revolution has been modified and

amended by many of his followers, who hoped to see a trans

formation of society through peaceful means. 39 Orthodox

Marxists have tended to adhere the belief that the contra-

dictions of capitalism cannot be resolved peacefully and

that the realization of the communist society depends on the

violent overthrow of existing political institutions, with

the dictatorship of the proletariat presiding over the

transition to the stateless society. Despite their stated

aim, Marxist parties have been less revolutionary in their

activities than their rhetoric would suggest. 40

Socialist parties, on the other hand, tend to be more

moderate than their communist counterparts in adhering to

Marxist doctrines. 41 Moreover, in many instances the dif-

39 Karl Kautsky is credited as being a central figure
in the schism that developed within the socialist movement.
Lingering tensions between Communists and Social Democrats
have continued to this day. For a concise narrative discus
sion of this problem, see Robert C. Tucker, The Marx-Engels
Reader, 2d ed., (New York: W.W. Norton & Company, 1972),
xxxiv-xxxvi.

40 The classic commentary on this subject is Robert
Michels, Political Parties, trans. Eden and Cedar Paul
(Glencoe, Illinois: The Free Press, 1915, reprinted 1949) .

41 See Charles Hobday, Communist and Marxist Parties
of the World (Santa Barbara, California: ABC-Clio, 1986).
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ferences between communists and socialists over their inter-

pretations of Marx have resulted in enduring bitter antago-

nisms. 42 In general, socialist parties tend to balk at the

more radical methods and aims of the communist parties,

which tend to be relatively more doctrinaire and militant in

their approach to politics. Nevertheless, socialist parties

have tended to advocate highly egalitarian objectives,

endorsing redistribution of income in particular, and wealth

in general. 43

One important aspect of socialist thought has been the

extension of egalitarian values beyond national boundaries.

This internationalist or universalistic perspective is

congruent with a concern for human equality, and differs

from the relatively more particularistic concerns of other

ideologies to which we now turn.

42 The or1g1ns of such disagreements begin with the
First International, with the disagreements between
Proudhon, Marx, Lassall and others. A number of works pro
vide detailed narrative accounts of the splintering of
contemporary socialist parties. See Thomas T Mackie and
Richard Rose, The International Almanac of Electoral History
2d ed. (New York: Facts on File, Inc., 1982); Vincent E.
McHale, ed., Political Parties of Europe (Westport, Conn. :
Greenwood Press, 1983); Hobday, Communist and Marxist Par
ties of the World; see also Keesing's Contemporary Archives
(London: Keesing's Limited, various issues); Facts on File,
(New York: Facts on File, Inc., various issues).

43 Socialists have also advocated the nationalization
of industries. See J.A. Hobson, Imperialism: A Study (Lon
don: Allen & Unwin, 1938).
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If communism, or radical socialism, is viewed as one

pole of an ideological continuum, conservatism is often

described as the opposite pole. In essence, the common

notion of conservatism includes a particularistic, if not

parochial aspect. 44 For conservatives, the realm of ac-

ceptable policy is limited to what has been tried success-

fully. Conservatives tend to view the world as finite, with

few possibilities for positive change. 45 While socialism

emphasizes the transformation of society and the conflict

between classes, conservative theorists emphasize the pres-

ervation of social order and domestic tranquility.46 In

44 For an excellent treatment of conservative thought,
as well as socialist and liberal thought, see Karl Mannheim,
Ideology and Utopia, 229-39, passim.

45 The theme of limited and unlimited "visions" devel
oped by Thomas Sowell, Conflict of Visions (New York: Wil
liam Morrow and Company, Inc., 1987), corresponds closely
with the writings of Alasdair MacIntyre, After Virtue. 2d ed
(Notre Dame: University of Notre Dame, 1984); idem Whose
Justice? Which Rationality? (Notre Dame: University of Notre
Dame, 1988). MacIntyre argues against the universalistic,
post-enlightenment moral philosophies of liberalism and
socialism, largely from the perspective of a particular
istic philosophy that emphasizes and embraces the notion of
practices embedded in the historical ground of a tradition
(i.e. way of life) with purposes internal to that way of
life, outside of which moral discourse becomes confused for
lack of an intelligible point of reference, resulting in the
decay of moral agency.

This perspective is highly reminiscent of Mannheim's
treatment of conservative thought. See Mannheim, Ideology
and Utopia, 229-30.

46 For a criticism of conservative thought generally,
and Edmund Burke in particular, regarding a lack of purpose
and the tendency to blind adherence to convention, see
MacIntyre, After Virtue, 221-22; idem, Whose Justice, Which
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contrast to the socialist vision of the perfectibility of

society, conservatives tend to see inherent limits to the

potential benefits of change. For conservatives, social

change is a matter of prudence. 47

With its preoccupation with the risks and dangers of

change, conservative ideology should not be confused or

equated with capitalist ideology (treated here as an aspect

of liberalism), which lauds the risk-taking individual and

the social benefits associated with entrepreneurship. Under

a good many circumstances, laissez fare capitalism and

social libertarianism is a threat to conservative values.

In fact, conservative rhetoric and theory advocates the

prohibition of certain economic and social activities in the

interest of public decency and preservation of the moral

community. 48 For similar reasons, there is no inherent

prohibition of redistribution in conservative thinking.

Some modicum of redistribution of income or wealth may be

Rationality?, 217-218; Cf. Mannheim, Ideology and Utopia,
229-33.

47 See Sowell, A Conflict of Visions, 25-27; Manheim
Ideology and Utopia, 229-39 ..

48 The debate between Sir Patrick Devlin, "The En
forcement of Morals," Proceedings of the British Academy
(London: Oxford University Press, 1959) and H.L.A. Hart,
"Social Solidarity and the Enforcement of Morality," Univer
sity of Chicago Law Review 35 (1967): 1-13; cf. Michael J.
Sandel, "Morality and the Liberal Ideal," The New Republic
(May 17, 1984): 15-7; Cf. Mannheim, Ideology and Utopia,
238-9, on the issue of moral harmony.
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advisable from time to time as a paternalistic manoeuver in

maintaining social order. But as a matter of prudence,

there is a strong tendency toward maintaining the status

quo. Accordingly, conservative theorists do not promote the

idea of changing the distributions of goods, but express a

preference for maintaining and protecting existing distribu

tive arrangements, whatever those arrangements may be. 49

Law and order, tradition, religiosity and preservation

of social order tend to be the touchstones of conservative

rhetoric and play a central role in defining what conserva-

tism is about. Liberalism, on the other hand, appeals to

principle in ways that run counter to both conservative and

socialist values.

Within the tradition of liberal political thought, the

question of distributive justice has been a persistent area

of disagreement and debate. With an emphasis on principle

and rights, liberal theorists have been ambivalent toward

redist.ributive policies. While most liberal theorists

recognize a need for providing an equitable means of oppor-

tunity, the general thrust of liberalism eschews governmen-

tal intervention for the purpose of adjusting economic

outcomes. One of the core values of the liberal ideology is

49 See Lowi, End of Liberalism, 45; cf. Mannheim,
Ideology and Utopia, 230-9.



40

a preference for minimal government intervention. 50 For

the liberal, the Lockean caveat holds true that "government

is best when it governs least." A redistributive policy,

like government itself, is viewed negatively.

At best, government is seen as a necessary evil and

something to be minimized if at all possible. Indeed, many

liberal theorists argue that redistributive policies harm

society by interfering in a semi-automatically self-adjust-

ing social marketplace (though not all liberal theorists

maintain this view) .51 In this sense, liberalism is the

intellectual bulwark of capitalism. However, liberalism

also supports the ideal of equal opportunity, which offers

limited support for redistributive policies in cases where

the viability of economic and social opportunities are at

stake, or as adjustments for market distortions. 52

50 See Robert Nozick, Anarchy, State and Utopia (New
York: Basic Books, 1974). See also James S. Fishkin, Jus
tice, Equal Opportunity, and the Family (New Haven: Ya~
University Press, 1983) for a discussion of liberal tensions
and ambivalence toward the use of the state in preserving
core principles. For a discussion of why debate within
liberalism fails to establish clear boundaries for the use
of the state, see Willmoore Kendall, "The 'Open Society' and
Its Fallacies," American Political Science Review 54 (Decem
ber 1960): 972-79; cf. MacIntyre, Whose Justice?

51 Cf. Milton Friedman, There's No Such Thing as a
Free Lunch (LaSalle, Illinois: Open Court, 1974); John
Rawls, A Theory of Justice (Cambridge: Harvard University
Press, 1971); James S. Fishkin, Justice, Equal Opportunity,
and the Family (New Haven: Yale University Press, 1983).

52 See Fishkin, Justice, Equal Opportunity, and the
Family; cf. Nozick, Anarchy, State and Utopia.
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By comparison to the socialist and the conservative

visions of distributive justice, liberalism falls uneasily

in the middle. While it is possible to construct an argu-

ment for temporary policies of redistribution within a

system of conservative values, as a matter of prudence in

support of maintaining social order, a recurrent theme in

liberal discourse is the recommendation of a consistent

modicum of redistribution as a matter of principle. 53 On

the other hand, the thrust of socialist thought is toward a

transformation of society in which redistribution of soci-

etal benefits is a central political objective.

Implicitly, this line of reasoning has influenced many

studies on budgetary allocations, where left party control

is hypothesized to be related to increased welfare expendi

tures. Alternatively, right party control is hypothesized

to depress welfare expenditures, while increasing expendi-

ture on defense. While most studies are fairly clear about

why left of center, or socialist parties favor welfare

expenditures over defense, few scholars explain why parties

of the right would tend to favor defense expenditures per

see Perhaps it is taken for granted that the right sees its

53 A good example of this concern is found in Rawls, A
Theory of Justice. Rawls' version of redistributive justice
is to provide the least well off in society with a bonus
when anyone else in society gains an improvement in their
own condition. This standard has been widely criticized,
for obvious reasons.
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nemesis in communism and therefore endorses foreign policies

of containment.

The right-favoring-defense hypothesis is supported, in

some studies, by empirical regularities, but the philosophi-

cal basis for such a hypothesis is rarely articulated and

remains speculative. According to William Schneider, the

affinities of right-wing politicians transcend national

boundaries because of a shared interest in confronting

communism. He writes:

Conservative internationalists are anti-detente and
promilitary. They align ideologically with the inter
national Right, which is to say that their primary
moral commitment is to the free world in its confronta
tion with communism. Liberal internationalists are pro
detente and anti-military. S4

This statement seems to crystalize the conventional

wisdom regarding the intention of the left toward the mili-

tary, but few studies explicitly define the relationship of

leftist parties to defense policies. The connection may lie

in the way that defense policies relate to other policies.

Certain types of policies change the existing distribu-

tion of societal benefits more than others. The archetypi-

cal redistributive policy is the welfare transfer payment.

While the impact of welfare payments on income inequality is

S4 William Schneider, II Public Opinion, II in The Making
of America'S Soviet Policy, ed. Joseph S. Nye (New Haven:
Yale University Press, 1984), 16-17; cf. Jerrold E. Schnei
der, Ideological Coalitions in Congress (Westport,
Connecticut: Greenwood Press, 1979), 59-80.
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not firmly established, 55 it is certainly a politicized

issue with direct relevance to ideological values. 56 In

fact, the issue of poverty, its causes and remedy is an area

where ideological arguments and political attitudes are most

clearly articulated. Policies aimed dealing with poverty

raise ideologically charged questions --questions related to

distributive justice.

Ideology and Distributive Justice

This study posits the view that ideologies provide

justifications for public policies. Two distinct issues are

raised in debates about the justification for using govern-

ment to change the distribution of goods, one relating to

individuals in society and another relating to the nature of

society itself. Ideologicial proponents define these issues

according to their own frame of reference, which is deter-

55 Cf. Jackman, "Socialist Parties and Income Inequal
ity," 135-49; Moon and Dixon, "Politics, the State, and
Basic Human Needs," 661-94.

56 See Darrel Montero, "The Guns and Butter Issue:
Trends in American Public Opinion," Journal of Sociology and
Social Welfare 5 (1978): 135-149; Philip Arthur Au Claire,
"Public Attitudes Toward Social Welfare Expenditures,"
Social Work 29 (March-April 1984): 139-144; Larry J. Griffin
and Kevin T. Leicht, "Politicizing Welfare Expenditures in
the United States," in Futures of the Welfare State, ed.
Norman Furniss (Bloomington: Indiana University Press,
1986), 320-356; James R. Kluegel, "Macro-economic Problems,
Beliefs about the Poor and Attitudes Toward Welfare Spend
ing," Social Problems 34 (February 1987): 82-99.
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mined by a set of core values which are frequently related

to a sense of historical purpose.

First, is the question of whether or not the recipient

is deserving of public support. The selection of a criteri-

on for making this kind of judgement is inescapably ideolog

ical in nature. 57 Second, is the question of how a policy'

will affect the structure and practices of social institu-

tions, or rather, the nature of society.

In general, the criteria for a recipient's worthiness

is increasingly more restrictive, or rather less encompass-

ing, as one moves across the spectrum from left to right.

Considerations of a recipient's worthiness tend to be based

more on characterological criteria for those holding right-

wing views, whereas left-wing ideologies tend to profess a

universal concern for humanity. In the latter view, the

specific characteristics of the individual are not impor-

tanto Generally, for the right the recipient is considered,

qua individual, bearing specific claims according to custom,

class, or merit. Alternatively, for the left the recipient

57 It is doubtful that the criteria of one ideology
would even be intelligible to adherents of certain other
ideologies. Because such criteria are inherent to the
system of beliefs of which they are a part (in a sense
endogenously derived), they may not be translatable to com
peting systems of thought. Nevertheless, adherents of
competing ideologies do disagree about political means and
ends, but frequently "talk past one another." For a more
extensive treatment of this issue see MacIntyre, Whose
Justice, Which Rationality?, 349-403.
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comes bearing human rights, needs, or circumstance. For the

conservative, governmental responsibilities are prescribed

by considerations of the relative significance of the

claimant's evidence. For the socialist, governmental re-

sponsibility is limited, if at all, by the existence of

expertise or resources to provide remedies. s8

On the question of how public policies affect the

society as a whole, the considerations of each ideology are

equally divided. For the conservative, the matter is clear-

ly one of stability and order. For the socialist it is a

matter of meeting human needs, where the order of society is

rearranged to provide an egalitarian distribution. For the

liberal, social order is considered important insofar as it

affects the individual and his or her life chances, his or

her liberty to engage in self-defined pursuits, and whether

it is being maintained as a fair enviro~~ent for economic

and social interaction. Stability is valued for its role in

assisting the advancement of these principles through a

reasonable expectation that the rules of the game will be

observed, but new rules are necessary when the playing field

becomes too uneven.

Ideological consideration of the effects of a public

policy on social order follow a gradation from an intrinsic

58 For a discussion of the role of ideology in deter
m~n~ng the limits of governmental intervention see Sowell, A
Conflict of Visions, 18-39.
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value to an instrumental value. For conservatives, poverty

and social inequality are part of a natural order, an un

avoidable characteristic of a finite world. Poverty needs

no particular explanation for the conservative, it just is,

as a matter of immutable social fact. Charity is justified

as a means of preserving the order of society. For the

liberal, poverty is itself not a problem, unless it is

persistent, that is, when it is inter-generational and life

long. Then it raises questions about the opportunities for

individuals who get stuck in poverty.

According to the classical liberal view, in a fair

market people rise and fall according to rules of fair

competition and exchange. To the extent that any group or

class of people do not rise (and fall?) according to their

merits, the question of fairness becomes an issue for the

liberal. Is there discrimination? Are opportunities being

made available to everyone? Have cartels or monopolies

blocked participation and advancement? These are the con

cerns of the liberal.

For the liberal, keeping the playing field level, and

the rules fair is the key to the problem of (persistent)

poverty. For the socialist, poverty is a product of a

maladjusted society, of unresolved contradictions and dis

tortions, that once corrected, will remedy the plight of the

poor. According to socialist thought, economic and politi-
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cal institutions cause poverty, and transforming those

institutions to meet human needs is the answer to the prob-

lem of poverty. Thus, the tendency to support

redistributive policies is affected two ways: by the limits

that the ideology places on the validity of individual

claims and by the relative importance of social structures

vis-a-vis individual needs. These limits, and the range of

concerns that justify them, become more narrow as one moves

from left to right.

Returning to the question of defense policy, it seems

reasonable to postulate that, where the stability of the

social "regime" is a central concern, there should be more

concern for its preservation from outside threats. Con-

versely, when the structures of society are viewed more or

less as instruments of policy, there ought to be less impor-

tance attached to their preservation. In either case, there

is always a need to provide security. The difference might

just be the margin of paranoia that one ideology enjoys over

another concerning what is at stake. But when the intrica-

cies of traditions, the rites of religion and subtleties of

family relations are at stake, small changes are fundamental

changes. While dyed-in-the-wool socialists see tradition

and ritual as vestiges of ignorance and superstition, con-

servatives see in them "a way of life." Their interpreta-

tions of what is at stake and what should be done to pre-
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serve the status quo should also differ sharply. Percep

tions of danger outside of society are qualitatively differ-

ent for socialist and conservatives. Domestic policies are

generally less apt to produce the kind of radical change in

social institutions that might be expected by an invasion or

defeat in war --which might be seen as the ultimate social

change, short of revolution. 59

Against these concerns, expectations of policy conse-

quence should provide a basis for predicting how the biases

described above should play out among parties holding views

more or less to the right or left. Some policies, by their

very nature, should be more appealing than others.

Policy Characteristics

Welfare policies have typically provided the focus of

research dealing with the partisan impact on expenditures.

However, many other kinds of public policy are redis-

tributive as well. While welfare transfer payments may be

immediately redistributive, health and education policies

are potentially more lasting in their redistributive impact.

The public provision of health services has the potential to

redistribute the chances of living longer. Access to

education provides individuals with life-long opportunities

with potentially redistributive consequences. These conse-

59 See Mancur Olson, The Rise and Decline of Nations
(New Haven: Yale University Press, 1982), 75-117.
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quences may be related to the range of policies that might

be endorsed by adherents of one or another ideology. Ideo-

logical considerations may also inform the way that policies

are specified.

Policy options are not limited to the question of

whether or not a particular kind of service or benefit will

be provided, but also the terms by which they are made

available, and to whom. Whether a service is provided on a

means-tested basis, or a non-means tested basis is one such

policy option.

Expenditures on higher education may subsidize those

who might not receive these services if they were not pub

licly produced, provided that the service is made available

to everyone, regardless of the ability to pay. In essence,

expenditures on higher education redistribute goods that

would otherwise be available at market prices only to those

members of society who could bear the cost of purchasing

them. These kinds of policies are rarely conceptualized as

being economic interventions, but they are. The issue of

economic intervention has been, and continues to be, an

issue of continuing controversy in ideological debate.

These concerns are related to whether a policy will

provide symmetrical or asymmetrical outcomes. A symmetrical

outcome is one where all members of society share equally in

the result. In an asymmetrical outcome, some members take a
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larger share of the result, be it positive or negative, than

others. Symmetrical outcomes are less likely to change the

socio-economic status quo than asymmetrical outcomes.

Redistributive policies are definitely asymmetrical, but may

not necessarily benefit the lower classes.

The difference is more than whether policies are viewed

as zero-sum or positive-sum. Even with an asymmetrical

outcome, both sides may realize a positive gain, just as the

beneficiaries of a symmetrical outcomes. The distinction is

whether the "relative," or marginal position of class of

beneficiary is changed vis-a-vis other beneficiaries.

The likelihood of a policy producing asymmetrical or

symmetrical outcomes has been identified as a critical

factor in determining how that policy will be promulgated

and implemented. Distributive policies, where nearly

everyone gets a piece of the pie, are characterized as

consensual policies. Conflict is low and implementation

relatively easy. Redistributive, or asymmetrical policies

are characterized as being more conflictual, especially when

those policies are implemented quickly.60

60 See Paul Berman, "Designing Implementation to Match
Policy Situation: A Contingency Analysis of Programmed and
Adaptive Implementation," Paper Delivered at the Annual
Meeting of the American Political Science Association, 1978,
11; Gordon Chase, "Implementing a Human Services Program:
How Hard Will It Be?" Public Policy 18 (Fall 1979) : 385-6;
cf. Robert F. Durant, et al, "From Complacence to Compli
ance: Toward a Theory of Intergovernmental Relations,"
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The question of symmetry has particular relevance to

this study, as it raises the question of social equity and

social change, both of which are relevant to notions of

distributive justice.

One of the key distinctions made between policies is

the difference between those that distribute goods gener

ally, that is to almost everyone in the society, and those

policies that provide goods to a select group. Distributive

and redistributive policies have received considerable

scholarly attention as a result of growth in the public

sector. Popular, consensual policies, had apparently gotten

"out of control" during the last three decades. Theorists

who take this view, like Mancur Olson or Theodore J. Lowi,

argue that distributive policy areas tend to be dominated by

interest groups and that such programs are not checked by an

ideological brake. 61 A similar argument is presented by

Glenn Palmer.

Writing on the difference between the politics of

domestic policy and foreign policy, Palmer utilizes a poli-

cy-issue typology to analyze defense and domestic trade-

offs. His categorization relies on the distinction between

policies that have a high or low potential for redis-

Administration and Society 17 (February 1986) 433-59.

61 Cf. Lowi, The End of Liberalism; Olson, The Rise and
Decline of Nations.
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tribution. The distinction he employs depends on whether a

government policy provides benefits that are divisible and

individually consumed or goods that cannot be easily divided

and consumed individually.

For the purposes of this study redistributive policies

include transfer payments, and services that would normally

be available only through private vendors. Transfer pay

ments are clearly liable to redistribution, though this is

not a necessary characteristic of transfer outlays.62

Services are more complicated and require closer inspection

to determine whether they are redistributive.

Welfare transfers allows recipients to consume goods

and services which are divisible and exclusive. With such a

policy, there is a clear potential for a redistribution of

benefits among groups of individuals. On the other hand, as

Palmer argues, expenditures for public safety and defense

provide services that, at least in theory, are not divisi

ble. 63 For example, one person's enjoyment of law and

62 According to William D. Berry and David Lowery, II An
Alternative Approach to Understanding Budgetary Trade-offs,"
American Journal of Political Science 34 (1990): 690, "Lib
eral and conservatives each have their preferred transfer
programs and specific consumption preferences, but liberals
and conservatives are unlikely to have different preferences
about the relative utility of consumption and transfers
expenditures per se, as these two categories of spending are
to a considerable extent 'substitutable.'"

63 See Palmer, "Alliance Politics and Issue Areas, II

191-3, 208.
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order does not diminish another person's enjoyment of the

same good. Likewise, national defense is not considered an

individually divisible good and is generally not considered

to be redistributive in its effects. Of course, there are

potential "side-payments" to specific groups under certain

circumstances. This is obvious where employment and govern-

ment contracts are concerned. Palmer asserts that domestic

benefits of military expenditures may be asymmetric under

conditions of limited war. 54 But, generally, the benefit

of national security is not considered to be divisible among

citizens of a country. The question of whether defense

spending is properly conceptualized as a benefit has itself

stirred much controversy.

Some scholars have argued that military spending

functions as a surrogate employment policy or as a method of

industrial development, particularly for developing nations.

There has been a lively debate surrounding the economic

impact of military spending. Many scholars believe that it

diminishes economic growth by consuming valuable economic

resources without contributing to the supply of marketable

finished products. 55 Whether defense spending can be gen

erally described as a benefit is subject to considerable

doubt.

54

55

To the extent that one adheres to the theory of

Ibid, 197-8.

See Chan, "The Impact of Defense Spending."
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deterrence, appropriations for this purpose might be loosely

described as a non-divisible benefit.

These characterizations of government policies are

subject to certain exceptions as illustrated by the case of

side paYments in defense spending, but some public policies

are more likely to result in redistributive outcomes than

others.

According to Olson, governmentally produced benefits

that are divisible are subject to the dynamics of collective

action. Benefits shared within the class of recipients are

divisible and exclusive relative to other groups in society.

Generally, the concept of collective goods applies to those

goods resulting from the efforts of organized interest

groups who receive those goods directly. With respect to

welfare policies, one could argue that welfare recipients

constitute a potential interest group in support of in-

creased welfare paYments; however, many people have noted

that affluent people sometimes advocate increasing benefits

to the poor. Because welfare recipients are not generally

well organized, some scholars have argued that the bureau-

crats who administer welfare and other social service pro

grams become surrogate lobbyists for those programs. 66

66 See William Niskanen, Bureaucracy and Representa
tive Government (Chicago: Aldine and Atherton, 1971);
Fiorina, Congress: The Keystone; cf. Beck, Government Spend
ing, 3-6.
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For Olson, and many other public choice theorists,

parliamentary bodies are conduits through which interest

groups achieve their objectives. Members of parliament do

little to mediate or modify these demands in the public

choice perspective. Bureaucracies, interest groups and

electorally motivated politicians are responsible for ex

panding benefits as widely as possible. If this is true,

ideology should not matter and benefits should expand until

the median voter objects. If ideologies do matter, then

they should help predict shifts in spending for different

programs. Under what conditions might we expect such a

shift?

Strategic Opportunities

The opportunity for a government to make major changes

in policy is not present at all times. As Machiavelli

noted, luck, timing and good judgment play a part in the

careers of politicians, but the most important factor is

power. 67 While it is possible to develop hypotheses re-

garding the judgements and timing of politicians, good

67 See Niccolo Machiavelli, The Prince and the Dis
courses. With an Introduction by Max Lerner, (New York:
Modern Library, 1949) 23-30, 91-4. Machiavelli's comments
about changing institutions might be generalized to the
context of developing and implementing changes in policy as
well. For Machiavelli, proper timing is an integral part of
any political strategy. Whether it is waiting for the full
force of one's military, planning a counteroffensive, or
disposing of one's henchmen, Machiavelli frequently notes
that there are proper and improper moments to take action.
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fortune is not so easily operationalized. What Machiavelli

points out is that there are more or less opportune moments

to take action. This sentiment is echoed in the work of Ira

Sharkansky. He suggests that, "the availability of new

federal programs, technological change, or a combination of

political happenings that generate a 'ripe' legislative

opportunity, may precede major changes. ,,68 Whether a pro-

gram is cut from the budget or expanded may be a function of

the correlation of forces opposing and supporting that

program, as determined by the ability of the opposition to

rally its members.

A weakness on the part of one party is the advantage of

the other. Parties in disarray might be circumvented by

more organized parties. These conditions offer political

parties strategic opportunities for changing the shape of

the budget. 69

The strategic opportunities of a party are largely

dependent on the number of seats, or legislative votes, that

the party can control. If coalition governments must be

formed, then the power of any particular party is checked by

68 Ira Sharkansky, Spending in the American States
(Chicago: Rand McNally & Company, 1968), 16 (italics added).

69 For a more detailed discussion of "strategic oppor
tunities" in ideological politics, see Jane H. Bayes, Ideol
ogies and Interest Group Politics (Novato: Chandler & Sharp
Publishers, 1982), 14-7.
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the members of other parties in the coalition. In the

United States Congress, achieving party discipline is a

challenge. Maintaining party unity in congressional voting

is similar to maintaining coalitions formed in multiparty

systems. Of course there are other constraints.

Structural obstacles may play a part in providing

strategic opportunities. For example, in presidential

systems, where executive and legislative functions are

separated, institutional arrangements provide checks on the

power of parties to control policy. Controlling both

branches is a potential advantage. In other systems the

principal obstacles may lie in the bureaucatic structures.

In general, democratic policy making is a cumbersome

process. Successful implementation of a policy change often

requires the oversight and protection of legislative members

who check on its progress and development from time to

time. 70 Without legislative "fixers" who, in concert with

other allies in government, shepherd its development, a

program can die in the post-legislative implementation

phase, resulting in reduced outlays for that purpose. While

there is considerable variety in the political processes of

the countries sampled in this study, I would expect that new

program in the areas of public services, and changes in

70 See Eugene Bardach, The Implementation Game (Cam
bridge: MIT University Press, 1984).
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expenditures for existing programs should take at least one

year, and probably two or more years, to become fully imple-

mented. Of course, some programs can be implemented more

rapidly than others. For example, transfer paYments may be

increased or decreased almost immediately, but the implemen-

tation of a social services program is a much more complex

and time consuming endeavor.

Policy making is not a discrete moment in time, but a

process, which does not terminate with the passage of legis-

lation. Most studies on the subject of the government's

effect on spending posit a one-year lag, assuming that what

happened last year will effect this year's outcome. Such a

mechanistic view of policy making ignores the fact that many

programs are reviewed, investigated and "pushed" throughout

the life-span of the policy. If neglected during the next

year, there may be not a program in operation.

In the United States, members of Congress are

continually investigating the implementation of policies and

hearing testimony regarding their progress. 71 Perceived

weaknesses in a program's performance might be exploited by

opponents of that policy, in Congress or in the administra-

tion, to bring it to a halt, or slow its progress. Thus, a

71 For an excellent treatment of the subject of parti
san involvment in congressional hearings, see David R.
Mayhew, Divided We Govern: Party Control, Law Making and
Investigations 1946-1990. New Haven: Yale University Press,
1991.
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commitment at one point in time is not sufficient for a

program's survival. As Max Weber put it,

Politics is a strong and slow boring of hard boards.
It takes both passion and perspective. Certainly all
historical experience confirms the truth --that man
would not have attained the possible unless time and
again he had reached out for the impossible. 72

The idea that the effects of partisan influences should

emanate from a discrete point in time seems untenably naive.

This consideration is incorporated into the models con-

structed in the following statistical analyses. Exact

specifications are discussed in more detail in Chapters III

and IV.

A Theory of Trade-off Behavior

From the foregoing discussion of ideologies one can

construct a table that describes the hypothesized linkage

between partisan ideologies and biases toward certain kinds

of policies. Based on the previous discussion of ideologies

and types of public policy, we might expect parties of the

left and right to have different inclinations toward public

policies. Some ideologies provide more justifications for

certain kinds of policies than others. 73 A very crude, but

72 Max Weber, "Politics as a Vocation," in Gerth and
H.H. Gerth and C. Wright Mills, From Max Weber: Essays in
Sociology, trans. H. H. Gerth and C. Wright Mills, (New
York: Oxford University Press, 1970, reprint), 128.

73 Cf. Lowi, End of Liberalism, 45-9.
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reasonable matching of ideological biases toward different

kinds might appear as follows:

TABLE 1

Policy and Ideology

Party Ideology

Policy Issue ];&ll. Right

Education Services POSITIVE NEGATIVE

Health Services POSITIVE NEGATIVE

Welfare Policies Positive Negative

Unemployment Benefits positive negative

Retirement Benefits positive negative

Military Expenditures Negative positive

These policies are ordered in a gradation. At the top

of the list are those kinds of policies which would have the

most enduring effect on the distribution of social benefits.

Toward the bottom of the list are items in which

redistributive consequences dissipate in a relatively short

time, and defense which is generally not associated with

redistribution at all.

According to the overwhelming scholarly consensus,

parties toward the left tend to endorse the expansion of

social services. On the other hand, parties of the right

are characterized as militaristic and fiscally conservative.
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The hypothesized bias of left parties toward transfer pay-

ments must be qualified with considerations of whether the

transfers are likely to be redistributive. Many programs

that rely on transfer payments are not means-tested. That

is, not all transfer payments are made on the basis of

economic need. For example, many pensions, veterans bene-

fits and retirement supplements do not provide money to

lower income people. In fact, one of the frequently cited

reasons for the expansion of transfer payments has been that

they are politically popular and most effective for the

electoral success of incumbent officials when they are

distributed as widely as possible. 74

In general, the chart reflects the postulate that the

agendas of left leaning parties differ most from right

leaning parties where redistribution is at issue. Conven-

tional wisdom indicates that left-wing parties favor labor

unions, while right-wing parties favor capitalist or busi-

ness interests. These social institutions provide the basis

for class stratification and social differentiation in

industrialized societies.

Accordingly, parties leaning to the right, with an

interest in the preservation of societal order, would be

more likely to promote programs to defend social structures,

74 See Tufte, Political Control, 105-136; Lowi, End of
Liberalism; Fiorina, Congress; Berry and Lowery, "An Alter
native Approach," 690.
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such as defense and perhaps, police protection. While the

preservation of existing social structures is not entirely

neutral (but protects existing elite), there is little

evidence that defense policies are generally liable to

downwardly redistribute payoffs.

Within the liberal tradition, there are grounds for

leanings of a left versus right nature. In light of certain

tensions within liberalism, it is possible to discriminate

between a left-leaning and right-leaning schools of thought.

These relationships might be translated into the context of

American politics by examining how liberal tensions might be

resolved.

Americans: Right and Left

The terms left and right are usually reserved for

discussions of European politics, while discussions of

American politics are framed in the language of liberal

versus conservative, denoting a narrower range of ideologi

cal differences in the latter context. The dimensional

nature of "liberal versus conservative" disputes within the

liberal tradition is approximate to the left versus right

differences found in the context of European politics, but

far more narrow by comparison.

Liberalism has come under attack from several quarters

during the last two decades. Even within the ranks of

liberal thought, theorists have become troubled by the
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ideology's failure to provide coherent responses to emerging

social questions. While many critiques of liberalism have

focused on the problems of equality and fairness, there has

been relatively little attention paid to the historical

aspect of liberalism.

Liberalism is fundamentally grounded in adherence to

"rational" principles. In its preoccupation with principle,

liberalism is ahistorical. Principles, as conceived by

liberals, do not lend themselves to historical exception,

but are considered to be expressions of what is universal,

regardless of time or space.

Liberal principles are frequently expressed in the

idiom of individual rights. Rights are most clearly artic-

ulated in expressing principles that limit governmental

authority. In deviating from principle, or rather violating

individual rights, government subjects itself to sliding

down one or another "slippery slope."

In contrast to socialist movements, which seek some

kind of end-state objective, set in the context of histori-

cal change, or conservatism, which is bound to historical

experience, liberalism floats in the realm of ideas. 75

75 See Manheim, Ideology and Utopia, 219-29; Isaiah
Berlin, "Two Concepts of Liberty," in Michael J. Sandel, ed.
Liberalism and Its Critics, 15-36; Rawls, A Theory of Jus
tice; Ronald Dworkin, "Liberalism," in Sandel, ed. Liberal
ism and Its Critics, 60-79.
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What is missing in the liberal tradition is a vision of

history. Without such a vision, there is no overarching

social aim. Moreover, with its extensive array of arguments

in favor of individualism, tolerance, and the sanctity

representation (pluralism), there is no basis for defining a

hierarchy of values by which to discriminate between compet

ing political claims. By default, a few commonly shared

preferences substitute for intellectually coherent social

objectives. This can be seen in the kinds of debates in

which liberals engage.

TYPically, debate among liberals degenerates into

utilitarian assertions, which cannot be resolved by appeals

to commonly shared conceptions of the "good," precisely

because there are no commonly accepted definitions of what

constitutes "the good. ,,76 Moreover, many of the fundamen-

tal tenets of liberalism are mutually incompatible as James

S. Fishkin has pointed out. 77

Fishkin argues that three tenets of American liberalism

pose a trilemma, whereby unstable sequential solutions may

be constructed on an ad hoc basis, but not simultaneously.

76 See Willmoore Kendall, "The 'Open Society' and Its
Fallacies," American Political Science Review 54 (December,
1960): 972-9; cf. MacIntyre, After Virtue, 6-35.

77 See Fishkin, Justice, Equal Opportunity, and the
Family.
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ly. The three horns of his trilemma are the principles of

equality of opportunity, autonomy of the family (in its

allocations of its own resources), and selection on the

basis of merit. Government intervention has the potential

to affect all three principles.

Taxation (for non-essential purposes) cuts into the

autonomy of the family, by taking a share of its resources

and allocating those resources for public use. Equality of

opportunity is promoted or discouraged by the governmental

intervention in making education available, enforcing anti-

discrimination regulations, etc. Selection on the basis of

merit deals with rewarding individuals based on successful

competition. This principle is supported by market forces,

where individual advancement depends on personal

acheivements. Fishkin argues that all three principles are

held to be immutable and universal by the great majority of

Americans --and inconsistent.

In practice, these values are jointly incompatible.

Any two, but not all three, principles can be maintained at

the same time. Autonomy of the family and selection on the

basis of merit may be compatible, but there is no guarantee

of equality of opportunity. Equality of opportunity and

autonomy of the family may be compatible, but not with

selection on the basis of merit, for the playing field must

be levelled by adjustments to markets. Selection on the
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basis of merit and equality of opportunity may both be

compatible, but not without doing violence to the autonomy

of the family, since its resources must be allocated to

provide the opportunities that sustain selection on the

basis of merit.

Fishkin believes that these tensions might be addressed

sequentially, one or two at a time, in historically mapped

policies. This remedy, however, must do violence to the

immutable quality claimed by the principles.

An alternative to Fishkin's suggestion is that liberals

do not, in practice hold to all three as immutable princi

ples. While granting that these principles are widely

shared, I believe that it is typical of liberals to discount

one or another of these tenets in forming a personal public

philosophy. While the philosophy may require ad hoc solu-

tions, individuals are noted for tailoring their own inter-

pretations of principles to fit their personal biases. 78

In doing so, there is a possibility that one of the immuta-

ble tenets becomes mutable (i.e. discounted), via personal

interpretation. Moreover, I postulate that there is an

underlying left and right dimension in the selection of

which principle to discount. The key is the principle of

equality of opportunity.

78 See James W. Prothro and Charles M. Grigg. "Funda
mental Principles of Democracy: Bases of Agreement and
Disagreement." Journal of Politics. 22 no.2 (1960) :276-294.



.---....

67

A position "to the right" within liberalism tend to

discount equality of opportunity in favor of autonomy of the

family or selection on the basis of merit. This reinforces

existing social inequalities. Liberals further "to the

left" tend to discount both selection on the basis of merit

and autonomy of the family in favor of equality of oppor-

tunity. This is the most redistributive alternative.

Between these positions is a moderate view that discounts

(within some limits) the autonomy of the family or selection

on the basis of merit (but not both) in favor of equality of

opportunity. The logical properties might be expressed a~ a

series of transitive relationships, where these tensions are

resolved by means of a kind of discounting, or emphasis.

Consider the positions A, B, and C, where A is equality

of opportunity, B is selection on the basis of merit, and C

is the autonomy of the family. One may rank one principle

over another in a transitive ordering of the kind used by

rational choice theorists. 79 Six transitive orderings of

these principles are possible (see Table 2) :

79 See William H. Riker and Peter C. Ordeshook, &L
Introduction to Positive Political Theory, (Englewoo~
Cliffs: Prentice-Hall, Inc, 1973), 16-9 .
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TABLE 2

Left and Right in the
Liberal Ideology

Rank

First

Second

Third

LEFT

A A

C B

B C

CENTER

C B

A A

B C

RIGHT

B C

C B

A A

Thus, underlying tensions within liberal thought might

yield a left/right dimension by virtue of certian kinds of

interpretations, or personal solutions to liberalism's

inherent tensions.

I expect partisan divisions between Democrats, who are

typically described as being to the center-left, and Repub-

licans, who tend to be to the center-right, to have an

impact on the way budgets are allocated. By implication,

this impact should also affect the shape of trade-offs

between categories of government spending.

The following section deals with the concept of a

trade-off and specifies its operational definition. Drawing

heavily from the work of William Berry and David Lowery, I

present a critique of previous work on the subject and

emphasize the necessity for trade-offs to be defined in

directional terms.
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Conceptualizing Trade-offs

One of the best critiques of trade-off studies is

presented by William D. Berry and David Lowery. 80 They

raise three objections to the traditional approach to study-

ing trade-offs. First, the literature has focused on a

limited number of potential trade-offs. As mentioned in

Chapter I, the trade-off between defense and domestic expen

ditures is the primary focus of the trade-off literature.

Trade-offs between categories of domestic expenditures may

also be made, but comparatively less attention has been

devoted to choices between categories of domestic spending,

or for that matter, different categories of spending within

the defense budget. 81

Second, the conventional modeling strategy used in

trade-off studies does not explain budgetary outcomes. This

is their most important critique, for it points to the

essence of what a trade-off is. In short, the use of re-

gression analysis, with one category regressed on another

does not reveal the direction of the trade-off. Regression

analysis only describes the magnitude, but not the direction

80 See also Chan, "Impact of Defense Spending on
Economic Performance," 433-434.

81 See also, Mintz, "A Disaggregated Analysis," which
deals with the level of aggregation in studies of tradeoffs.
Berry and Lowery not that other categories of expenditures
may be relevant subjects for analysis, but ignore the aggre
gation problem.
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of the trade-off. Coefficients produced in regression

analysis describe the slope of the regression line. A

negative slope (i.e. statistically significant negative

coefficient) is interpreted as evidence of a trade-off.

This method does not include a measure of the actual

division of an identified amount between the two categories.

A negative coefficient does not describe whether A gained or

B gained, but rather, whether A and B are generally moving

in opposite directions. 82 For this reason, regressions and

correlations between budget categories are not very useful

in analyzing the most important aspects of trade-offs. A

conceptualization that accounts for both the direction and

size of a trade-off is required.

Third, Berry and Lowery point out that "the concept of

a trade-off is poorly defined in the literature. ,,83 The

concept of a trade-off is grounded in the notion that an

increase or decrease of one item occurs at the expense or

benefit of another item.

A strict definition might require that all of the

increase or decrease in budget category A be accounted for

by an equal decrease or increase in another category B.

82 Moreover, when variables are defined in percentage
terms, regression analysis can produce spurious results.
See William D. Berry, "Testing Budgetary Theories with
Budgetary Data: Assessing the Risks," American Journal of
Political Science 30 (1986): 597-627.

83 Berry and Lowery, "An Alternative Approach," 700.
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This is empirically and theoretically unlikely. Such a

conceptualization requires the assumption that the relation

ship between A and B be independent from changes in any

other budget category, such that funds for A and Bare

subject to substitution with one another, but not with any

other category. This seems to be an unreasonable assump

tion, because the thing being allocated is money, which is a

quintessentially fungible commodity.

Nowhere in the literature is such a conceptualization

proposed. Instead, trade-off's are presented as hypotheses.

That is, trade-offs are not defined as directly observable,

empirical entities, but rather as educated guesses about the

persistence of a relationship between two or more catego

ries.

This approach dances around the issue of explaining why

allocations change. The question of whether a trade-off

exists, if dwelt on long enough, becomes absurd. It is

obvious that a trade-off must be made in allocating finite

resources among different purposes. What trade-off studies

intend to "get at," is how the distribution of budgetary

allocations are determined. Thus, any distribution of

resources involves some kind of trade-off.

Unfortunately, most studies do not directly examine the

distribution itself. This is the basic contribution that
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William Berry and David Lowery have made to research in this

area. They actually look at the distribution itself.

Berry and Lowery utilize a conceptualization that

relies on the identification of an amount, or base, which is

split between two categories.

In explaining their conceptualization, a number of

considerations are introduced that might impinge on the

definition of the base, which is described as a "pool." The

first consideration concerns the nature of the budgetary

process. Recognizing that the literature is inconclusive on

the question of whether budgets are determined in a "top-

down," or "bottom-up" manner, and noting that budgetary

changes are incremental in nature, they identify the "pool"

as the increment of increase or decrease in the budget.

They further restrict the identity of this pool as being

that amount of the budgetary increment that is eventually

split between A and B. This quantity (A+B) is what they use

as the base to measure the trade-off between A and B.

A second consideration concerns the sequence of events,

or processes, by which amount of this pool is determined.

Noting the work of other scholars who conceive of increments

as a set of expectations, or "minimum aspirations," (about

the expected trajectory of spending) for each category,

Berry and Lowery briefly discuss the possibility of using a

"floating pool" as the base.
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This is an intriguing idea. In brief, the notion is

that the process of budgeting is grounded in the rational

expectations that various agencies have about future levels

of funding. These "aspirations" are based on a variety of

considerations, including the minimum needs of existing

programs. Amounts above or below what is required to main

tain existing program levels is defined as the pool to be

split between programs. They also speculate on the possi

bility that decisions might be made in a sequence, whereby

minimum allocations are made, and what is "leftover" from an

initial allocation is then split among categories.

Acknowledging that the measurement of a "floating pool"

increment is exceedingly complex, they retreat to the more

tractable definition of a pool as the actual increment of

spending which A and B jointly share. Thus, the identity of

the pool is the sum of increments for A and B. Increments

(INCREM) for each category are determined by subtracting

this year's spending from last year's spending:

INC~ = SPENDt - SPENDt _1 (1 )

Postulating a hierarchical sequence of decisions, which

include both top-down and bottom-up considerations leading

to trade-off choices, they suggest that a trade-off between

the objectives of fiscal policy (i.e. balancing the budget)

and programmatic objectives is made simultaneously with the
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determination of the total budget increment. At a latter

stage in the process a decision regarding the split between

categories is made. The amount of the increment for each

category (AMT) is calculated in the manner described above

for the total spending increment. The pool is thus defined

as the sum of these amounts:

POOL = AMT(A) + AMT(B) (2)
Where:

AMT(A) = SPEND (A) t - SPEND (Al t-l'

and,
AMT(B) = SPEND (Bl t - SPEND (Bl t-l

It is important to note that an increment may be either

positive or negative. As Berry and Lowery explain:

While our theory of the budget process assumes
that trade-off choices are always focused on the allo
cation of increments from the base, we must allow for
the possibility that decision makers may occasionally
cut into the base of one category to finance the incre
ment received by the other84

After considering a number of alternatives for measur-

ing the split between two categories, they settle on two

methods. The first method is based on a ratio between A and

B. This proportional measure is calculated as follows:

PROP(A:Bl= (3)
[AMT(Al-AMT(B)]/[AMT(A}+AMT(Bl], if INCREM(A+Bl>O; or
[AMT(Bl-AMT(A)]/[AMT(A)+AMT(Bl], if INCREM(A+B)<085

A second measure is based on the differences between

the current year's expenditures and expenditures the year

84 Ibid, 684.

85 Ibid, 685.
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before. Noting that the absolute differences are extremely

large, they adjust their measure by use of square roots,

thus:

DIFF(A:B)= (4)
~AMT(A)-~AMT(B), if AMT(A»O and AMT(B»O, or
~ IAMT(A) I-~ IAMT(B) I, if AMT(A)<O and AMT(B)<O, or
~AMT(A)+~ IAMT(B) I, if AMT(A»O and AMT(B)<O, or

-[~ IAMT(A) I+~AMT(B)], if AMT(A)<O and AMT(B) >086

These calculations result in measures of trade-offs

that are intelligible in terms of both direction and magni-

tude. Instead of conceptualizing trade-offs as hypotheses,

these theoretical constructs present trade-offs as measur-

able entities. With such a conceptualization, it is possi-

ble to test hypotheses about the direction of the trade-off.

This kind of test is simply not possible using the conven-

tional method of analysis where one category is regressed on

another.

The General Hypothesis

The general hypothesis of this study is that American

parties affect budget allocations, and thereby, trade-offs

between categories of expenditures. I hypothesize that

parties further to the left favor social spending more than

parties further to the left and that parties further to the

right favor defense spending more than parties to the left.

resulting in distributions that reflect the power of the

parties.

86 Ibid, 686.
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H1 : Trade-offs favor defense spending more as the strength
of the right increases.

For reasons explained below, sufficiently precise data

for trade-off measures based on the Lowery-Berry formula

could not be constructed for cross-national analysis.

Difficulties in compiling data sufficiently precise for

use in the calculations of small margins required that the

measurement of trade-offs be modified for cross-national

analysis. The following sections deal with the way that the

data were compiled and transformed into variables suitable

for analysis. Following the description of the sources and

methods of measurement, an inspection of the variables is

presented. Based on the findings of these inspections,

modifications to the intial formulation are presented.

Data Collection and Measurement

To test the hypothesis presented in this study a number

of data sources were consulted. A complete list of sources

is reported in Appendix A. This section describes the

calculations by which the principal concepts were opera-

tionalized.

Two separate sets of data were constructed. One set

contains cross-national data for 18 advanced industrial

countries. The second data set contains more detailed and

precise data on United States.
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In constructing the data set for the cross-national

analysis, a number of obstacles were encountered. The first

problem is comparability. Definitions of categories differ

from one country to another, thus there is some conceptual

ambiguity in taking data from national yearbooks. By com

parison, data reported by international organizations such

as the Organization for Economic Development and Cooperation

(OECD), or for that matter the International Monetary Fund

(IMF) are gathered with a special eye to cross-national

comparison.

Highly disaggregated, such as welfare paYments to

select groups of people, are frequently incomplete and not

directly comparable to that of other countries. Moreover,

expenditures on welfare programs and other cash transfer

programs do not appear to be comparable in terms of the

requirements of eligibility. Considerable differences

between welfare programs (some of which are means-tested

while others are not) in different countries seemed to

stretch the comparability of expenditures in this policy

area. On the other hand, functional expenditures for educa

tion and health appear to be more comparable. For this

reason, I rely on aggregate data on expenditures for educa

tion and health.

Unfortunately, the precision (and reliability) of

cross-national data is not very high. As it stands, I have
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rather good data on 18 countries of a theoretical universe

of approximately 24 to 25 countries (depending on how one

views the level of development and comparative democratiza-

tion of countries in Southern Europe, e.g. Greece, Turkey,

Spain and Portugal, which were deleted from this study).

Also, I have excluded very small countries, such as Liech-

tenstein and Iceland, which, for reasons of comparability,

did not seem appropriate subjects of this analysis.

The principal source for data on expenditures for

health and education expenditures is the OECD publication

Social Expenditures, published in 1985. 87 Series for most

member countries are available for the 1960 to 1981 time

frame, though a good many points are missing (e.g. Denmark,

Switzerland, and of course France). Additional data were

taken from the OECD publication National Accounts, Volume II

(various years). The definition of health and education

expenditures were roughly comparable between these two

sources. Thus, the earlier series were spliced to the

latter series. The splicing technique was based on percent-

age increases or decreases in constant units. 88 A few

87 In personal conversations with the staff of the
OECD in Paris, I have been told that an update of this data
will be available from the OECD in 1992 or 1993.

88 There is some error in this method, owing to the
fact that the earlier series had been harmonized, while the
latter series was based on fiscal years, which differ from
country to country ..
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missing data were averaged from existing points, where that

seemed reasonable. Otherwise, missing data were simply

coded as missing. Percentages of government expenditures

were then calculated for each category.

Two separate sources for defense expenditures data were

consulted. The first source was taken are taken from a data

set of IMP statistics provided by Professor Marina Arbetman.

This data is reported in percentages of Gross National

Product (GDP) and converted to percentages of government

spending using OECD data.

Another source of data for military spending was con

sulted, World Military Expenditures and Arms Transfers

(various years) published by the United States Arms Control

and Disarmament Agency (ACDA) provided a second source of

data. ACDA figures were reported in percentages of Gross

National Product (GNP) for the years between 1963 and 1988,

and defense expenditures as a percentage of Central Govern

ment Expenditures (CGE) for the years between 1967 and 1988.

Earlier editions included percentages of GNP, but not

percentages of central government expenditures. Data from

the OECD on the latter were used to back-fill estimates to

1964, based on the rates of increase of both indicators in

constant units. This procedure did not resolve the discrep

ancy between ACDA estimates and the estimates based on IMF

figures. Selecting a reliable data source for defense
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spending posed serious problems. Considerable differences

between data reported in subsequent issues of the ACDA

publication were encountered. The latest figures were

20btained from each issue, as they reputedly contained the

best available information. These differences are examined

in more detail at the end of this chapter.

For cross-national analysis, calculations of trade-offs

between defense expenditures and other expenditures on other

expenditures were based, initially, on a modification of the

formula proposed Berry and Lowery using percentage terms. 89

These measures are positive when the split in the pool

favors defense and negative when the split favors domestic

or social expenditures. The interval of the difference

measure has no boundary except for the zero point, where the

split is even. Dependent variables are constructed for

trade-offs between defense expenditures and health and

education expenditures.

89 Obviously, measures based on monetary units would
have created a severe problem in the cross-national analy
sis. Conversions to common units would not have solved the
problem of comparing budgets that differ a great deal in
size. While there are still problems associated with dif
ference in bases (denominators) from one country to another,
percentage terms provide the best alternative to a currency
based approach. In selecting an appropriate indicator, I
chose the difference-based model.

The proportion based measure generates more extreme
errors than the simple difference based measure. Moreover,
the proportion based measure is more sensitive to the base
than the difference measure, which would further complicate
cross-national analysis comparisons. This matter is dis
cussed in more detail in Chapter IV.
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Measures of partisan ideology were taken from a data

set developed with the assistance of several country

specialists. gO The measurement of the ideological composi-

tion of governments are based on the placement of all polit

ical parties holding parliamentary seats on a five point

left-right continuum. A series of revisions to an initial

collection were made for the final computations used in this

study. The scale position of political parties were based,

initially, on a comparison of descriptions found in Vincent

McHale's Political Parties of Europe, Keesing's Contemporary

Archives, Facts on File and Mackie and Rose's The Interna-

tional Almanac of Electoral History. As mentioned, a number

of country specialists, contributed revisions to the origi-

nal placements. In revising the original placements, con-

tributors were allowed to move the placements of parties

over time to account for some degree of ideological drift.

These placements were used to calculate ideological scores

gO I would like to acknowledge the advice and assis
tance of a number of contributors to this portion of the
data set. The collection is part of a joint project among
several scholars including Professors Marina Arbetman,
Francis G. Castles, Robert Cox, Eric Einhorn, Constantine
Danopolous, M. Donald Hancock, John Logue, John williams,
and Barclay and Joan Ward and David wilsford. Professor
Charles F. Delzelle, though not a contributor to the broader
project, assisted in the collection of data on Italian
parties. These data are to be used in country-specific
studies of the influence of parties on budget outcomes.
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based on the distribution of seats in the lower chamber of

parliament. 91

The number of seats held by each party were also ob-

tained from the sources above. The occurrence of mid-year

elections posed some problems for the annualized series. To

provide consistency, distributions of seats resulting from

elections held after June 1, are credited to the next year.

Changes due to elections held before June 1 are credited to

the year in which the election was held. Lags are based on

these estimates.

These distributions were used to construct two indica-

tors of partisan influence. There is no generally agreed

upon coding scheme for analyzing the influence of parties,

but most measures depend on aggregating the ideological

positions, weighted by the proportion of seats held by

parties. Some schemes base calculations on cabinet seats,

while others base calculations on the distribution within

the lower chamber, regardless of cabinet representation.

Positive empirical results have been obtained using both

kinds of indicators. Without an explicit basis for assert

ing the superiority of one method or another, I constructed

two measures. One measure is based on a simple averaging

91 See Appendix B for a sample of the questionnaire
sent to contributors.
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technique and the other is anchored in the position of the

category that has a plurality of seats.

The first indicator, is based on a weighted, or

geometric mean. To calculate this score, each of the posi-

tions was assigned a numerical value ranging from 1 to 100,

with radical left occupying 1, moderate left at 25, center

at 50, moderate right at 75 and radical right at 100. The

number of seats held by parties at each position is multi

plied by the assigned value of that position and summed. 92

This sum is then divided by the number of seats to provide a

weighted mean. The formula for these calculations is as

follows:

~ = (5)
[(RL X l)+(ML X 25)+(CTR X 50)+(MR X 75)+(RR X 100)]

SEATS
Where:

RL=
ML=

Number of seats held by radical left parties
Number of seats held by moderate left parties

92 This method corresponds with the procedure used by
Michael John Morgan, "The Modelling of Governmental Coali
tion Formation: A Policy Based Approach with Interval Mea
surement" (Ph.D. Diss., University of Michigan, 1976); See
also Francis G. Castles, and Peter Mair, "Left-Right Politi
cal Scales: Some 'Expert' Judgements," European Journal of
Political Research 12 (1984): 73-88. The method is employed
by Palmer, "Alliance Politics and Issue Areas," 203-205.
Palmer notes that "there is no account of bargaining power.
This may be especially troublesome in states where minor
parties are pivotal, that is, they can determine which of
the major parties is a member of the ruling coalition.... A
technique was experimented with that weighted the parties by
how many cabinet seats they held, or alternatively, how many
'prestige' positions they held (e.g., foreign ministry,
defense ministry). Such weighting systems provided little
difference in the value of the coalition mean and was dis
carded." [Ibid, 204].
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CTR = Number of seats held by center parties
MR = Number of seats held by moderate right parties
RR = Number of seats held by radical right parties
SEATS = Total number of parliamentary seats

A second scale, AMEAN, was constructed, which anchored

the scale in the scale position having a plurality of par-

liamentary seats. This scale was calculated as follows:

AMEAN = ANCHOR +/ - COMP (6)

Where:
ANCHOR

Where:
COMP =

Where:
Where:

= The position containing a plurality of seats

The weighted value of the scale position (B)
containing a plurality of remaining seats,
calculated as:
[POS X (XPER), if POS > ANCHOR; or

-[POS X (XPER), if POS < ANCHOR
XPER = Percentage seats in scale position B
B<A, and B>C, and B>D, and B>E; and C, D, and E
are the remaining scale positions

For the sake of consistency in cross-national analysis,

these measure were applied to all countries in the sample.

However, the comparative lack of party discipline in the

United States, limits the applicability of using percentages

of seats as a measure of partisan strength.

For a more precise analysis of trade-offs in federal

outlays, a surrogate measure of partisan ideology was de-

vised. Following the work of Keith Poole and R. Steven

Daniels, I used measures of party unity voting to estimate

the ideological effect of parties. 93 Poole has argued that

93 Other researchers have analyzed partisan cleavages
with similar results. See Schneider, Ideological Coalitions
in Congress; William R. Shaffer, Party and Ideology in the
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a liberal-conservative dimension in Congressional voting

approximates party unity voting. 94 Using this conceptual-

ization of the ideological strength of American parties,

unity data were taken from Norman J. Ornstein, Thomas E.

Mann, and Michael J. Malbin's Vital Statistics on Congress.

I postulate that the higher the percent of roll-call

votes where all the members of one party voted together, the

higher the degree of ideological consistency within that

party. 95 Thus, the effect of the ideological tendency of a

United States Congress (Washington, D.C.: University Press
of America, 1980); Poole and Stevens' argument that congres
sional voting is highly unidimensional has been challenged
by Kenneth Korford, "Dimensions in Congressional Voting,"
American Political Science Review 83 (1989): 949-62, who
argues that the left-right dimension accounts for much less
than Poole and Stevens' analysis reports. He argues that
there are at least three major dimensions to congressional
voting.

94 See Keith Poole and R. Steven Daniels, "Ideology ,
Party and Voting," 380.

95 This is a tentative proposition. Some evidence
suggests that exogenous factors influence levels of parti
sanship, especially in the House. Cf. David Brady, Joseph
Cooper, and Patricia Hurley, "The Decline of Party in the
U.S. House of Representatives, 1887 - 1968," in Congress:
Structure and Policy, eds. Matthew D. McCubbins and Terry
Sullivan (Cambridge: Cambridge University Press, 1987), 250
257; Samuel C. Patterson and Gregory A. Caldeira, "party
Voting in the United States Congress," British Journal of
Political Science 18 (January 1988): 117-29.

Data on party unity are taken from Norman J. Ornstein,
Thomas E. Mann, and Michael J. Malbin, Vital Statistics on
Congress 1989-1990 (Washington, D.C.: Congressional Quarter
ly Inc., 1991); see Tables 8-3,8-4; 208-209.

The measures are defined: "Party Unity Votes in Con
gress, 1953-1988; (percentage of all votes)": "Data indicate
the percentage of all recorded votes on which a majority of
voting Democrats opposed a majority of voting Republicans."
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party should be more pronounced when it votes en bloc.

Holding that Democrats are to the left of Republicans,

relatively speaking, I hypothesize that the more that Demo-

crats vote together, the more that trade-offs should move

away from a defense and favor various kinds of domestic

expenditures.

A very limited analysis of the relationship between

evaluations by the Americans for Democratic Action (ADA) and

party unity suggests that party unity voting taps into the

ideological dispositions of the parties. Average ADA scores

for House Democrats and Republicans for the years 1965 to

1976 were taken from William R. Shaffer's study of differ

ences between congressional party members. 96 The results

[Ibid, 208]; "Party Unity Scores in Congressional Voting,
1954-1988; (percent)": "Data show percentage of members
voting with a majority of their party on party unity votes.
Party unity votes are those roll calls on which a majority
of a party votes on one side of the issue and a majority of
the other party votes on the other side. The percentages
are normalized to eliminate the effects of absences, as
follows: party unity=(unity)/(unity + opposition)." [Ibid,
209].

96 See Shaffer, Party and Ideology in the united
States Congress, 49. For a description of the limitation
and criticisms of ADA scores, see Congressional Ouarterly's
Guide to Congress (Washington, D.C.: Congressional Quarterly
Inc., 1985) and Ornstein, Vital Statistics on Congress.
This index of congressional voting tendencies has been
criticized for its lack of conceptual clarity, but remains
one of the leading sources of systematic data on members of
congress. Repeated efforts to obtain annual data directly
from the ADA were fruitless.
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of a limited analysis are reported in the next section,

where measurements are inspected more closely.

Data on federal expenditures are taken from Historical

Tables, Budget of the United States Government, for fiscal

years 1987, 1990 and 1992. These data are organized by the

superfunction, function and subfunction. All data were

converted to constant 1'982 dollars prior to calculating

trade-off measures. The specific trade-offs analyzed using

this data are discussed in detail in Chapter IV where trade

offs in the United States are examined.

Inspecting the Political Variables

The use of a left-right continuum is familiar to jour-

nalists, historians and political scientists. Moreover,

empirical research suggests that the public understands the

terminology of an ideological continuum arrayed from left to

right. The practice of using a Left-Right terminology to

describe the policy orientations of politicians is quite

old, dating from the French Revolution.

This approach to classifying political parties has been

widely used and empirical studies indicate that the continu

um has meaning to a large proportion of the population. 97

97 See Hans Daalder, liThe Dutch Party System: From
Segmentation to Polarization- And Then?1I chap. in Party
Systems in Denmark, Austria, Switzerland, the Netherlands
and Belgium, ed. Hans Daalder (London: Frances Pinter, 1987)
where cross-national survey results are reported that indi
cate an underlying scalar principle in voter self-placements
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Moreover, the concept of a left-right continuum appears to

have validity across cultural and political boundaries. As

Sani and Sartori point out:

As it stands, our evidence only says that, in all the
countries under consideration, samples of respondents
are willing and apparently able to locate themselves on
a left-right continuum in satisfactory percentages
(67.6 is the lowest percentage of responses in the
Eight-nation Study, and a surprisingly high one consid
ering that it is the U.S.). The important underlying
questions are, first, what is the cross-cultural trav
elling capacity of the left-right imagery; and, second,
how do we reckon with their inevitable, context-based
relativity? Cross-cultural equivalence is a general
problem of all comparative analyses; yet we seem to be
better off -on travelling grounds - with 'left - right'
than with 'liberal - conservative'. As to the issue of
relativity - how right is 'right' - it should be clear
that in our analysis the problem is minimized by the
fact that the primary concern is the comparison of
groups of partisans within their respective countries.
Thus, no assumption needs to be made about equivalence
of the left - right scale in different countries. 98

Sani and Sartori succinctly state the essential prob-

lem of using the left right continuum to make generaliza-

tions cross-nationally. The fundamental question is whether

right in country A is equivalent to right in country B.

The way that the continuum is being used in this analysis

r0quires this kind of comparison. More extensive collec-

tions of this kind of data have resulted in very high levels

on a left-right continuum.

98 Giacomo Sani and Giovanni Sartori, "Polarization,
Fragmentation and Competition in Western Democracies,"
Western European Party Systems, ed. Hans Daalder and Peter
Mair (Beverly Hills: Sage, 1983), 309.
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of reliability, but some kind of independent test seems

warranted by the comparatively small number of contributors

to the data collection. 99

Some anecdotal evidence suggests that the placements of

parties on the continuum used here are cross-nationally

valid. Placements of European parties on the continuum

correspond closely to the parties' preferred seating ar

rangements the European Parliament. This indicates some

symmetry between the values assigned to parties in terms of

their selections of coalition partners .100 Comparisons

with the strength of labor unions also display a pattern.

Labor unions are considered the natural constituency of

leftist parties. 101 Where labor unions are strong, leftist

parties should also be strong. Regression analyses of labor

organization strength display a fairly consistent pattern in

99 Cf. Francis G. Castles and Peter Mair. "Left-Right
Political Scales."

100 See Stanley Henig, ed. Political Parties in the
European Community (London: George Allen & Unwin Limited,
1978), 276-277; Francis Jacobs, Richard Corbett, and Michael
Shackleton, The European Parliament (Boulder: Westview Press
1990), 54-83.

101 See Hibbs, "Political Parties and Macroeconomic
Policy;" Tufte, Political Control, 83-7. In fact, it is
common to find high collinearity in models that include both
left-party control and measures of unionization or union
strength. Cf. Michael R. Alvarez, Geoffrey Garrett, and
Peter Lange. "Government Partisanship, Labor Organization,
and Macroeconomic Performance," American Political Science
Review 85 (June 1991): 539-556.
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the categorical components of the indices WMEAN and AMEAN,

as well as the indices themselves. Using the percent of

moderate left seats averaged over the 1960-1988 period as

the dependent variable and union organization strength102

as the independent variable, a positive relationship is ob-

tained. For moderate right parties, the relationship is

weaker, but negative as expected. Both aggregate measures,

AMEAN and WMEAN, produced significant results as well, with

coefficients in the direction implied by the literature (See

Figures 1-4):

50

o

A-SqulII'8 =.59, SiGnificant at p < .0004

o
1.21.41.61.8 2.22.42.62.8

Ubar~ IfI!eX
Labor Strength and Percent Moderate Left

FIGURE 1

102 Ibid, 553.
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The question of whether party unity in the U.S. House

of Representatives is indicative of a partisan bias is more

complex. I postulated that party unity is indicative of a

kind of coalescence of members around core values. It seems

reasonable to believe that when a party is united in its

voting patterns it is displaying unity, or agreement about

its values.

The fact that a party varies in its cohesiveness, by

itself, says nothing about the direction or intention of the

bias. I am not aware of any use of party unity to measure

party ideology. However, several pieces of evidence suggest

that partisan unity is related to ideology. The most sug

gestive piece of evidence is found in an article by Keith
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Poole and R. Steven Daniels on party voting in the u.S.

Congress .103

In their analysis of roll-call voting, Poole and Dan

iels assert that there is a high degree of unidimensionality

in congressional voting. Using factor analysis, they argue

that, on average, a liberal-conservative dimension accounts

for 81 percent of the variance in the interest group ratings

of congressmen. 104 Moreover, they note that:

[T]here are distinctions between parties: the Democrat
ic party is much less homogeneous than the Republican
party. The Republicans are concentrated at center
right to far right. The bulk of the Democratic party
is concentrated at center left to far left, but sub
stantial numbers of Democrats are located at center
right and far right.

Party unity scores increase with movement along the
party dimension ... 105

Basing their assessment of an ideological dimension in

congressional voting on the ratings of interests groups,

ing. "
103 See Poole and Daniels, "Ideology, Party and Vot-

104 Ibid, 379. For a critique of the Poole and Daniels
article, see Kenneth Korford, "Dimensions in Congressional
Voting." Korford issues a methodological criticism that the
technique used by Poole and Daniels overstates the dimen
sionality in voting.

105 See Poole and Daniels, "Ideology, Party and Vot
ing'" 380-1, for a visual illustration of the spatial rela
tionship of party unity and the liberal conservative dimen
sion. In their illustration, the spatial relationship is
not presented as parallel dimensions, but displayed as two
lines, crossing at a 20 to 30 degree angle at an zero point
[Ibid, 380].
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Poole and Daniels' findings fit well with the work of other

scholars who find that differences between parties on inter-

est group ratings.

The most widely used interest group rating is reported

by the interest group, Americans for Democratic Action

(ADA). In ADA ratings, members are scored in accordance

with the percentage of votes where they voted in favor of

bills supported by the ADA. ADA scores may be interpreted

as a measure of liberalism, though there is some scholarly

skepticism regarding the content of ADA evaluations. 1oG

High scores indicate agreement with liberal values, whil~

low scores indicate relative conservatism.

William Shafer has conducted an extensive study of the

difference in ADA scores between Democrats and Republicans.

He has found that average scores for both parties indicate

that there is a difference between the Democratic and Repub-

lican parties. Shaffer found that Democrats tend to be more

liberal as measured by ADA scores, while Republicans tend to

be comparatively more conservative. While regional differ-

ences between scores are apparent, within each region Demo-

crats are still more liberal, on average, than Republicans.-

lOG See Shaffer, Party and Ideology, 31-36 for a dis
cussion of ADA scores generally and as a measure of ideology
in particular. Cf. Schneider, Ideological Coalitions in
Congress, 102.
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107 Shaffer's study is based on ADA scores from 1965 to

1976. Shafer reports average scores for each party in each

chamber of Congress (and regional breakdowns by region) for

each year. Using this data, I test the simple hypothesis,

implied by Poole and Daniels, that party unity is associated

with ideology. The hypothesis is twofold. If unity is

associated with ideology in the way that I suspect, Demo

cratic party unity should be positively associated with ADA

scores, and Republican party unity should be negatively

associated with ADA scores.

With only twelve years of data, testing the relation

ship between partisan unity and ADA scores stretches the

validity of statistical analysis, so results are very tenta

tive. Nevertheless, bivariate regression analysis of the

relationship between the average ADA scores for House Demo

crats, and the percent of roll call votes where party unity

obtained, yields a statistically significant, positive

coefficient. This finding supports the hypothesis that

party unity is indicative of an ideological push toward more

liberal positions when Democrats vote in unison. Disunity,

on the other hand, is associated with lower levels of ADA

scores, indicating that party members, on average, are not

voting in favor of positions endorsed by the ADA. The fit

of this bivariate model is shown in Figure 5.

107 See Shaffer, Party and Ideology.
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A structurally identical model for Republican House

members is tested. This analysis yields a weaker, but

statistically significant, negative relationship (Adjusted

R2=.35, significant at p<.02). That is, the more that

Republicans House members are united in their voting, the

lower their average ADA scores, while the more united Demo-

crats are, the higher their ADA scores. This supports the

hypothesis that party unity is associated with the ideologi

cal leanings of Republican House members (See Figure 6).

These findings are encouraging. Both parties move in

the directions that I hypothesized as they become more

united in their voting.
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These findings suggest that changes in unity voting are

indeed indicative of movement toward, or away from, certain

kinds of values. The direction of the relationships between

unity voting by both parties and ADA scores are as I had

predicted. In the context of American politics, Democrats

are more liberal, in a manner of speaking lito the left" as

compared to Republicans. In sum, the postulate of the

ideological dimensionality of party unity is supported by

comparison to the interest group ratings of the ADA. As

Democrats become more united in their voting behavior, the

more likely they are to support the liberal positions of the
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ADA, while the more united Republicans are, the less likely

they are to support those same positions.

Inspecting the Dependent Variables

The reliability of cross-national data posed a serious

problem in constructing the trade-off variable. The formula

proposed Berry and Lowery is quite sensitive to year to year

change. Modifying the trade-off formula to employ percent-

age terms magnifies error in year to year changes.

Seemingly small errors in reports of percent expendi-

tures generate large errors in the estimates of the trade-

off. Inconsistencies in the data reported by the U.S. Arms

and Disarmament Agency raises serious doubts about the

accuracy of that data. Corrections to previously reported

figures varied widely from one issues of World Military

Expenditures and Arms Transfers to the next. Figures on

West Germany provide the best example of how much "correc-

tion" was necessary in some issue. Estimates of the per-

centage of central government expenditures spent on the

military differed from between 10 to 15 percent!

On the other hand, IMF figures appeared to be less

volatile in their corrections to earlier reports. Checking

raw figures, I noticed very little change from one volume to

the next. Generally, corrections were confined to a two-

year span prior to publication in IMP publications. By

comparison, ACDA figures are continually re-based, and
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estimates of current dollar expenditures vary over entire

ten-year spans from one issue to the next with no explana-

tion other than the blanket assertion that estimates are

based on the most accurate data available. Suspecting that

this data might contain an unacceptable amount of error, I

designed a test to confirm or reject my suspicion that IMF

data are superior to ACDA data.

To do this, I first converted U.S. budget data to

percentages in order to replicate the procedure employed in

calculating the modified trade-off measures to be used in

the cross-national analysis. U.S. budget data are much more

precise, less liable to revision, and subject to consider-

ably more public scrutiny than the data reported by either

the IMF or the ACDA. For these reasons, I believe that the

data source which fits better with calculations based on

U.S. budget data is the more reliable source.

Measures of defense versus health and education trade-

offs were replicated appeared to be the most tractable

trade-offs to replicate. I compared measures using all

three data sources for these two trade-offs. I also com-

pared modified and un-modified calculations using only U.S.

budget data to see whether the effect of modifying the

Berry-lowery formula to adapt it to percentage calculations

warrants concern.
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The correlation between the modified trade-off measure

the unmodified trade-off measure is .85 for the education

trade-off, and .87 for the health trade-off. Comparisons of

the series for the health trade-off are shown in Figure 7:

o Unmodified Calculation A Modified calculation
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U.S. Health Tl"ade-off

Comparison of Trade-off Measures
FIGURE 7

Both series appear to move in the same direction, but

there are some points that diverge. Similar results were

obtained for the education trade-off. The relatively high

correlation between the series does not indicate that there

is cause for much concern in using the modified formula,

provided that the data are of sufficient precision. Howev

er, data reported by the IMF and ACDA produced considerable
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differences in the estimates of the trade-offs. A compar-

ison of estimates for the health trade-off using each source

is presented in Figure 8.

o ACDA·'Data
D U.s. Budget Data

II. DF Data

o

1960 1970 1980 1990
year

Comparison of Data Sets for the Health Trade-off
FIGURE 8

In comparing the differences between data drawn from

the IMP and data from the ACDA, the superiority of IMF data

is apparent. However, neither measure fits perfectly with

u.s. budget data, correlations indicate that the IMF data

are considerably closer to the mark than ACDA data. Table 3

presents the Pearson product moment correlations between the

trade-off measures calculated using u.s. budget data and



102

trade-off measures calculated using the other two sources.

TABLE 3

Correlations with U.S. Budget Data

Health Trade-off

Education Trade-off

ACDA Data

-.13

-.25

IMP Data

.73

.51

My suspicion of the comparatively low comparability of

ACDA data is supported by these correlations. Even using

the IMF data, a direct analysis of trade-offs using cross

national data under the Berry-Lowery formulation is doomed.

Measurement error is amplified by the formula, which relies

on very small increments.

A somewhat less precise solution to the problem is to

use a slightly different conceptualization that is less

sensitive to very small changes: the difference between the

percentage spent on each category. In constructing this

kind of measure, the base has changed from the budget incre

ment to the budget as a whole. While such a measure is

conceptually less precise, it is an elegant solution to

using less precise data. Moreover, it is still superior to

regressing one category on another because it provides a

directional measure of the distribution among categories
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instead of presenting the distribution as a hypothesis.

Interpretation of this measure is quite simple.

If we subtract the percent of defense expenditures from

the percent of health expenditures, the result may be posi

tive, negative or zero, depending on which category is

larger or if they are equal. If the resulting value of the

next observation is higher higher, health has fared better

(relative to defense) than it did in the last observation.

If it is smaller, health fared worse than it did in the last

observation. In some ways this measure is superior to the

Berry-Lowery formula in that it is a more substantive indi

cator of the change in the structure of the budget.

Their measure is adequate for analysis of marginal

changes over time, but does not provide a basis for making

cross-national comparisons concerning the structure of

government spending. By basing the trade-off calcuations on

percentages of the total budget, one can see very clearly

how distributions between two categories differ between

countries. Splits in incremental increases and decreases

from one year to the next might hide larger diferences

between countries. Using this procedure, new trade-off

measures were constructed. Cross-national comparisons of

these calculations are shown in Figures 9 and 10.
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Percentage Health minus Defense Expenditures
Difference between Budget Shares

FIGURE 9

Percentage Education minus Defense Expenditures
Difference between BUdget Shares

FIGURE 10
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What is interesting is that both measures display a

high degree of stability in most countries. The series for

the United States is one of the most volatile. Indeed the

United States is one of the most deviant cases in the sarn-

pIe, which makes it an especially interesting case for

analysis.

With these preliminaries out of the way, I turn to the

statistical tests of the hypothesis that parties influence

trade-offs. Chapter III examines the generality of the

theory across countries. Chapter IV tests the theory using

a wider range of trade-offs in the United States, with more

precise budget data.
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CHAPTER III

CROSS-NATIONAL PATTERNS: TRADE-OFFS

IN EIGHTEEN DEMOCRACIES

Introduction

This chapter presents a brief statistical analysis of

the hypothesis that party ideologies effect trade-off out-

comes. Two trade-offs are examined: the trade-off between

spending on defense and health, and the trade-off between

defense and education. Following the discussion of the

measurement problems presented in Chapter II, trade-offs are

defined in terms of the differences between the percentage

of outlays for each category.

In this chapter, the dependent variables are on an

interval, bounded by zero. Budget distributions (allocative

trade-offs) increasingly favor the categories of health or

education as values of the dependent variables become larg-

er. Positive values indicate that the health or education

percentage of the budget is larger than the defense share of

the budget. Negative values indicate that defense takes a

larger share.

Eighteen members states of the OECD were selected to

test the generality of the hypothesis that party ideology

affects budget allocations for health and education. These

106
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countries included: Australia, Austria, Belgium, Canada,

Denmark, Finland, France, West Germany, Ireland, Italy,

Japan, The Netherlands, New Zealand, Norway, Sweden, Swit-

zerland, the United Kingdom and the United States.

Cross-National Patterns

No general pattern of partisan influence across all

countries in the sample was found, but partisan influences

were detected in some countries. In fact, the evidence

suggests that the impact of parties, or whether parties

influence budgets, varies from one country to another, but

not always in the direction anticipated by the hypothesis.

Initially, the data were examined using simple ordinary

least squares regression (OLS). While this approach is

generally not advised in pooled time-series analysis, closer

inspection of results, by country, do not indicate that

using the much more complex procedures required for General-

ized Least Squares (GLS) regression is warranted.

The appeal of GLS is that it provides more robust

estimates in face of violations of the assumptions of re

gression analysis. 108 It is widely recognized that analy

sis of pooled time-series, especially of cross-national

data, is plagued by the twin devils of autocorrelation and

108 See Jan Kmenta, Elements of Econometrics, 2d ed. (New
York: Macmillan Publishing Company, 1985), 607-757.
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heteroskedasticity. Most researchers resort to the use of

GLS to resolve these problems. Unfortunately, computer

programmed GLS routines are intolerant of missing data .109

Gathering a seamless data set, without any missing

observations for all variables (including appropriate con-

trol variables) on all cross-sections proved impossible.

Even with existing sources, construction of expenditures

data required a considerable amount of splicing. Attempting

the same procedure with variables that are more volatile

than government spending (e.g. unemploYment) would stretch

the already strained comparability to unacceptable extremes.

Nevertheless, enough data of fairly good quality and

consistency110 on health and education and defense spending

were available to construct a complete series for 17 of the

18 countries selected for the years 1960 to 1985. 111 For

109 See Eichenberg and Stoll, II Straightjacket: Support
for Defense Spending, II for a good discussion of these problems
and a simple, non-technical explanation of how to deal with
them in analyzing data with missing cells.

110 Published longitudinal series are rife with adjust
ments, re-basing and redefinitions. Perhaps the most severe
case of redefining variables is the data on unemploYment. The
best source, the International Labour Organization, based in
Geneva, Switzerland, does a fine job of gathering emplOYment
data. However, each country defines unemploYment in different
ways. Allegedly more reliable survey data are available for
more recent years, but are not comparable to earlier data
reported by government agencies. [See Year Book of Labour
Statistics, (ILO: Geneva, various years)]

111 Some data could be imputed from similarly defined
series found in other sources, but using multiple sources is
not generally advised.
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some countries data on the dependent variable were available

to 1988. Complete expenditures data for Ireland, however,

were available up to, but not beyond 1981.

Using OLS as an exploratory method for constructing the

most likely specifications for models of trade-offs between

health and education, I experimented with several specifica-

tions. One and two-year lag structures produced confounding

results in the cross-national as well as the single country

analysis presented in the next chapter. 112 A moving aver-

age transformation of the political variable seemed to

remedy the problems of seasonality, and accounted for the

theoretical postulate that the politics of the budget is a

continuous, not discrete process. Such a transformation is

also theoretically consistent with the notion of policy

shepherding discussed in Chapter II. A three-year moving

average of WMEAN was used as the principal independent

variable.

A statistically significant model, with apparently

significant coefficients, was constructed using the weighed

mean score (WMEAN). No statistically significant results

were obtained in cross-national analysis using the anchored

score (AMEAN). The multivariate model presented below

includes the most common control variables.

112 See Chapter 4 for a more thorough discussion of
specifying the lag structures.
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Following the findings of those who have found empiri-

cal regularities between government spending on social

programs and economic dependence on exports, inflation,

population size, aging and even time, I use these variables

as controls in a multivariate equation. 113 The signifi-

cance of the coefficients reported in Table 3 is probably

<almost definitely) overstated as a result of autocorre

lation. No global test of autocorrelation in pooled time

series is currently available and Durbin-Watson statistics

are not applicable to a pooled design. These results are

interesting only insofar as they display what appears to be

a significantly negative relationship between the dependent

variables and the weighted ideological score. This con-

forms to the theorized relationship. That is, as the mean

ideological score of the parliament moves to the right (its

value increases), the difference between health or education

and defense decreases. Tabel 4 displays the results of the

initial analysis:

113 See Cameron, "Expansion of the Public Economy;" Beck,
"Public Sector Growth;" Clayton, "A Comparison of Defense and
Welfare Spending;" Swank, "The Political Economy of Government
Domestic Expenditures." Time is a very crude control for
secular trends, see Rose, Do Parties Make a Difference.
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Cross-National Regression

Results
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Variable

Constant

WMEAN

% Population 65+ lt - 1 )

% Population 15 (t-ll

Government Spending/GDP

Exports/GDP

Inflation

Log of Population

Time

Health
Trade-off

30.51**
(10.427)

-0.25**
(-6.32)

-0.17**
(-3.30)

-0.18**
(-2.18)

0.03
(0.57)

0.12
(3.00)

-0.32
(-6.55)

0.58
(11.95)

Education
Trade-off

26.7**
( ... )

-0.31**
(-6.31)

0.08
(1.45)

-0.53
(-8.86)

0.19
(3.14 )

0.18
(4.06)

-0.20
(-3.54)

0.42
(7.37)

Adjusted R2

N

=

=

.45

427

.35

427

Standardized regression coefficients are reported.
T-scores are reported in parentheses.
* Significant at the .05 level
** Significant at the .01 level
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This would indicate that the right has the effect of

reducing the difference between the categories. This could

occur if the right depressed social spending down, or in

creasing defense spending vis-a-vis health or education.

This supports the hypothesis, but longitudinal, per country

analyses casts doubt on these results.

Examining the coefficients for each country, a very

different picture emerges. Of the 18 countries, only five

had significant coefficients for the relationship between

WMEAN and the health trade-off. Of these, three were posi

tive and two were negative. For the education trade-off the

picture is even more murky. Regression results for only six

countries produced significant coefficients for WMEAN, and

five of these were positive. For both equations, only a

third, or less of the sample produced significant results

and most of those were in the "wrong" direction.

Clearly, the hypothesis of a general partisan influence

holding across countries, in the direction hypothesized,

must be rejected.

The one country where a negative coefficient obtained,

in both equations, was Japan--which is limited by its con

stitution in its defense spending. The only other country

which had significant (but positive) results in both equa

tions was the Netherlands.
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Summary and Conclusion

The statistical tests of the general hypothesis failed

to provide consistent support for the theory. In fact,

there is more support for the view that the right increases

social spending in health and education. Obviously, the

theory does not have strong generality, at least not with

the indicators used here to measure ideology.

Many of the problems encountered in determining the

proper placement of parties, especially those that splint

ered, or merged with other parties (especially in Italy and

France) may have contributed a substantial amount of impre

cision in the measure.

Numerous re-specifications to the initial model, in

cluding the addition of the ideological positions of the

party holding the presidency or prime ministry, failed to

improve upon the results initially obtained. Calculating

year-to-year changes did not improve the fit of the model,

or of the results by country. Analysis using components of

the ideological scores, likewise, failed to yield signifi

cant results.

I am also confident that the failure of the hypothesis

is not the result of inadequate specification of the func

tional form of the equations. Residuals were examined ad

nauseam. No non-linear patterns appeared to be present.
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A more difficult problem to address is whether a single

method of aggregation is applicable across countries having

a larger or smaller number of parties. Two-party and multi-

party systems are in the sample. Some have experienced

highly unstable coalition governments, while others have

been dominated for long periods of time by one party or

another.

A more fundamental question is whether some of these

countries have so institutionalized their patterns of spend-

ing that to change might be politically unthinkable. Re

viewing the patterns described at the end of Chapter II, the

majority of countries experienced very little change over

the last two decades.

Some of the countries in the sample appeared to be

almost static in their distribution of allocations. It may

be that the institutional strength of the parliament to make

the kinds of changes hypothesized is not very great. Much

more research needs to be done on the nature of budget

processes in advanced industrial democracies.

Comparative research on the subject has not yielded the

kind of conceptual tools needed to specify, in qualitative,

much less quantitative terms, differences between the pro

cesses of fiscal control. Research in this area might focus

on the relative strength of the bureaucracy and parliamenta

ry bodies in setting budget priorities, or the number of
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"veto points" that a policy must traverse before implementa-

tion, etc .114

The weakness of results obtained in the cross-national

analysis requires a re-evaluation of the approach, as well

as the theory. In the next chapter I examine the influence

of parties in the United States using more subtle measures.

Results obtained in an analysis of federal outlays in the

United States using a re-conceptualization of the measure-

ment of partisan strength suggest that more precise measures

are needed in this type of analysis.

Turning to an examination of trade-offs in federal

outlays, Chapter IV presents an analysis of the impact of

partisan unity on budget allocations in the United States.

114 Robert Cox suggests that the budget process in the
Netherlands is dominated by the bureaucracy and that the
parliament has little control over allocations, [Robert Cox,
"Do Parties Matter? Lessions from the Low Countries," in eds.
Joe Adams, Marina Arbetman, and M. Donald Hancock, Political
Parties and the Ideology of the Welfare State, (Forthcoming),
14. ]



CHAPTER :tV

TRADE-OFFS :IN THE tJN:ITED STATES

Introduction

This chapter presents several tests of the hypothesis

that the partisan ideologies of the Democratic and Repub

lican parties have an impact on the direction of trade-offs

in federal outlays. This hypothesis is applied to several

kinds of trade-offs in federal outlays.

The principal explanatory variables used in this chap

ter are based on a re-conceptualization of partisan influ

ences, using party unity in voting as a surrogate measure

for the ideological influence of parties.

Three separate sets of dependent variables are exam

ined. Each set of dependent variables deals with a differ

ent level of aggregation. I begin with the highest level of

aggregation and descend to more disaggregated trade-offs

between narrower components of federal spending.

The first set of dependent variables include trade-offs

between highly aggregated program categories. Following the

central thrust of the literature, a measure of the trade-off

between outlays for discretionary domestic programs and

defense is constructed. This variable serves a dual pur

pose, as a thing to be explained in itself, and as a basis

116
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for establishing the fonnal structure of a general model.

Many essential parameters are unknown from the outset.

For example, the exact nature of the lag structure for a

potential partisan impact, cannot be established a priori.

Based on my reading of the literature on policy development,

I speculate that the impact of partisan influences might be

expected during a span of about two years. In analyzing the

aggregate trade-off between defense spending and discretion

ary domestic spending, this parameter, and others are iden

tified through a series of experiments. These experiments

culminate in the specification of a general model.

Once identified, the generality of the model is tested

by substituting the initial dependent variable (the aggre

gate trade-off between defense and discretionary domestic

spending) with other dependent variables. Appropriate

control variables are added to assess the robustness of the

principal components under alternative specifications.

Continuing to use this framework, trade-offs between

outlays for defense and health and education programs are

introduced. A second set of dependent variables are con

structed using more disaggregated data. Trade-offs between

components of defense and domestic outlays, with functional

similarities, are examined. Two specific kinds of outlays

are examined. The first deals with outlays affecting em

ployment. The second deals with outlays for research.
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Following the criticisms of several economists and

policy specialist, who argue that defense spending drains

the economy of talent and expertise, I also examine trade-

offs between outlays for defense research and development

and civilian research. llS Spending for military research

has been criticized for creating a "brain drain" on the

civilian economy. Additionally, the scholarly consensus is

that positive economic spill-over effects are less likely

for military research than civilian research. 1l6

Federal spending on military research is difficult to

separate from civilian research. Federal outlays for re-

search purposes are itemized under a number of functions,

including outlays in the areas of health and education as

well as in the category of science, which also includes

expenditures for the National Aeronautics and Space Adminis-

11S The tradeoff between defense expenditures and research
and development is discussed in Russett, "Who Pays for
Defense?" 421; Szymanski, "Military Spending;" and Mintz, "A
Disaggregated Analysis."

116 A more general view is that, in addition to these
negative effects, military expenditures do not produce
mul tiplier effects as large as those obtained through domestic
spending. For a review of these arguments, see R.P. Smith,
"Military Expenditures and Capitalism." Cambridge Journal of
Economics 1 (1977): 61-76; Friedland and Sanders, "The Public
Economy and Economic Growth," 434; Whiteley, Political Control
of the Macroeconomv; Marion Anderson, "The Soft Spot: How to
Attack the Pentagon." Journal of Sociology and Social Welfare
4 (1977): 597-610; Chan, liThe Impact of Defense Spending,"
415-22.
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tration (NASA). However, the persistent bureaucratic strug

gles between the military and civilian administrators within

NASA, and the number of secret space missions conducted on

behalf of the military, suggest that some outlays for space

flight serve military interests. Expenditures for space

flight have, therefore, been excluded from the figures used

in calculating the trade-off between science and defense

spending. In other areas, such as health and education,

spending is more clearly divided between military and civil

ian research.

Three categories of civilian research are construct~d.

Each category represents a different level of aggregation.

The first category includes aggregate outlays for the func

tion of science (minus space flight outlays). The second

category is composed of outlays for the subcategory of

general science and basic research, and a third category is

constructed which includes expenditures for research in the

areas of health, education and the category of general

science and basic research previously mentioned.

In the final set of hypotheses, trade-offs within the

military budget are examined. Following the work of Mintz,

who suggests that trade-offs within the military budget have

occurred during the last decade, I examine the distribution

of expenditures for personnel as opposed to outlays for

procurement. Mintz argues that very specific trade-offs
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have occurred during the 1980s, under the Reagan administra

tion. His finding raises the question of whether such

trade-offs follow a consistent, predictable pattern.

The impact of partisan politics on allocations within

the military budget has not been widely discussed in the

literature. Mintz' finding of a trend toward higher outlays

for procurement is suggestive. Increased expenditures on

military procurement and research and development may repre-

sent a kind of "capitalization" of the defense portion of

the public sector. Private business interests are heavily

involved in procurement programs, and many large corporate

benefit from gaining defense contracts. 117 Republicans are

widely perceived as favoring large business interests, while

Democrats are perceived as having more concern for labor

interests (which may be positively affected by outlays for

personnel) .118

The hypothesis of a partisan influence on changes

within the defense portion of the budget seems to be sup-

ported, prima facie, by recent trends in defense spending as

reported by Mintz. Given the apparent shift within military

117 See Larry J. Griffin, Joel Devine and Michael
Wallace, "Monopoly Capital, Organized Labor, and Military
Expenditures in the United States, 1946-1976," American
Journal of Sociology, 88 (1982): 113-53.

See Baran and Sweezy, Monopoly Capital; Larry J.
Griffin, Joel Devine and Michael Wallace, "Monopoly Capital,
Organized Labor, and Military Expenditures i" Chan, "Impact of
Defense Spending," 419-20.
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outlays, an examination of earlier periods for seems war

ranted. 119
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Both Mintz and Russet noted that there have been wide-

spread shifts in federal expenditures during the past decade

that cannot be explained by the use of existing theories of

budgeting. If party ideology has an impact on these chang-

es, how has it worked? Examining government structures and

processes may provide answers to this question.

Ideology, Structure and Process

The question of whether ideology plays a part in con-

119 See Mintz, "A Disaggregated Analysis."
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gressional voting has been a subject of spirited debate

among students of legislative behavior. Much of the debate

concerns the existence of a left-right dimension in roll-

call votes. Several scholars claim that congressional

voting follows partisan-ideological patterns. 120 Interest

group ratings based on key congressional votes indicate that

the congressional parties differ on salient issues. 121

Additionally, several studies of federal spending support

the hypothesis that the Democratic and Republican parties

effect outlays according to their proclivities to support

welfare programs and other public services .122 This study

tentatively accepts the thesis that the Democratic Party

represents "the left" in American politics and that Republi-

can Party represents "the right."

As discussed in Chapter II, ideological differences in

the United States are confined to debates within the liberal

tradition. By comparison to the parties of European democ-

120 See Patterson and Caldeira, "Party Voting;" Schneider,
Ideological Coalitions; Poole and Daniels, "Ideology, Party
and Voting." For a critique of the claims of Poole and
Daniels, see Korford, "Dimensions in Congressional voting."

121 See Shaffer, Party and Ideology. Shaffer also finds
that regional as well as partisan differences account for some
variation in ADA ratings, but the pattern of Democratic
members having higher average ratings than Republican members
is consistent across regions.

122 See Davis, Dempster and Wildavsky, "Toward a Predic
tive Theory," 431, Browning, "U. S. Social Welfare Expendi
tures,"206-7.
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racies, ideological differences in the United States are

more narrow and less systematic. The lack of coherence in

liberalism makes it possible for opponents on one policy to

be allies on another. Moreover, the two parties have a

strong tendency to converge on many issues. Nevertheless,

broad differences between the two parties are evident.

The Republican and Democratic parties are known to have

different views of the proper role of government. Defense

is seen as a necessary governmental function by Republicans,

while other kinds of programs must be justified more rigor-

ously by their impact on the principle of minimal govern-

ment. In general, Republicans take a classical liberal view

that government should be minimized as much as possible. 123

While they disagree, in principle, with the use of govern-

ment to regulate the economy, the literature suggests that

for Republicans national defense is a legitimate, even

fundamental, governmental function. National defense and a

strong military, is one of the principal ideological con

cerns of Republicans. According to Schneider, Republicans

are more likely to perceive danger in international affairs,

while Democrats are less likely to perceive a hostile inter-

national environment. 124 By comparison, Democrats view

123 See Schneider, Ideological Coalitions, 159-90; cf.
Keefe, Parties, Politics and Public Policy, 211-9.

124 See Schneider, Ideological Coalitions, 59-80.
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government more positively, as a legitimate instrument for

social and economic change. In short, for Republicans,

domestic programs must pass the test of whether the program

falls into the legitimate domain of governmental activity.

For Democrats the issues are different. With respect to

international affairs, there is a general bias toward dis

counting the importance of defense. Democrats tend to be

less inclined to accept the domino theory, and perceive less

threat from international opponents. 125 Democrats are more

likely to see domestic needs and more readily accept govern

ment action to remedy social problems. These proclivities

should affect the way each party effects the distribution of

federal outlays.

Of course, neither party completely controls public

expenditures. As intended by the framers of the constitu

tion, institutional and political divisions can frustrate

policy making. In the United States, budgetary power is

shared among three institutions, the U.S. House of Represen

tatives, the U.S. Senate and the presidency, with rivalries

developing along institutional as well as party lines.

While parties, and the differences between them, are the

products of historical developments, grounded more in custom

and tradition, institutional divisions are firmly estab

lished in the formal structure of the federal government

125 Ibid.
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itself.

The United States Constitution provides the House of

Representatives with the lion's share of power in the area

of fiscal policy, as the source for policy making in the

area of taxation. 126 The Senate has long claimed an equal

prerogative in the initiation of appropriations bills, but

has traditionally followed the lead of the House in financ-

ing new programs .127 with the ascendance of presidential

leadership in the twentieth century, the chief executive has

become a major source of policy initiatives and program

proposals. Presidents also exercise the formal power to

veto appropriation and tax bills, but these are not their

only means of budgetary control. Aside from the recommenda-

tions and requests for funding that presidents routinely

send to Congress, presidents have also exercised more direct

control over expenditures. As Louis Fisher notes, presi-

dents have traditionally exercised some degree of discre-

tionary spending power, especially in the area of de

fense .128 And, until 1974, presidents could influence ex-

126 Article I, section 7, part 1, of the United States
Constitution reads, "All Bills for raising Revenues shall
originate in the House of Representatives; but the Senate may
propose or concur with Amendments as on other Bills."

127 See Fenno, Power of the Purse,

128 Much of presidential spending power is de facto in
character. Fisher makes pointed reference to Theodore
Roosevelt's "daring" Congress not to fund the return of the
fleet on its circumnavigation of the globe. As commander-in-
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penditures through impoundment. This power was check by the

Congress in the Congressional Budget and Impoundment Act of

1974. With the passage of Gramm-Rudman-Hollings, the tide

seems to have reversed to an extent. Determination of

conditions for sequestration has the potential to become the

functional equivalent of impoundment. 129

Budgetary power in Congress is dominated by committees.

The Appropriations, Ways and Means, and Budget Committees in

the House, which are the key committees on the budget, are

also among the most conflictual of the congressional commit-

tees, which reflects the salience of the issues they handle,

many of which deal with budget allocations .130 Conflict

over the budget is not ultimately settled in committees, but

spills onto the floor itself. Budget votes tend to be quite

close. As Gary W. Copeland explains,

The partisan nature of budgeting in the House is unusu
al for Congress. Throughout the twentieth century

chief of the armed forces, the president has typically had a
strategic advantage in promoting defense expenditures. This
too has changed with the passage of the War Powers Resolution.
See Louis Fisher, Presidential Spending Power (Princeton:
Princeton University Press, 1975).

129 The Office of Management and Budget (OMB) and the
Congressional Budget Office (CBO) issue reports regarding
expenditures, but executive orders implement the sequester.
President Bush exempted outlays for military personnel from
sequestration, as he is allowed to do by law [See Steve
Phillips, "Budget Negotiations and the Sequester," World of
Politics (October 1990): 6].

130 See Smith and Deering, Committees in Congress, 70.
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partisanship in Congress has declined, and issues that
clearly and neatly divide the parties on a continual
basis are rare. But vast majorities of Democrats have
opposed vast majorities of Republicans on every resolu
tion to date ... That voting on House budget resolu
tions is highly partisan is incontrovertible, but it is
less clear why those votes divide the parties so clear
ly and consistently (particularly in light of the
bipartisan nature of budgeting in the Senate).

Budget debates have every reason to be partisan;
they involve the issues that are fundamentally impor
tant to the parties ... The budget includes both a
dream of where our country should be headed and a
blueprint for getting there--if anything will divide
the parties, that should. 131

Copeland continues to note that ideological extremes

have played an important part in the budget process in

recent years. Partisan divisions within the Congress are

reinforced at times by partisan divisions between the execu-

tive and legislative branches.

Since World War II, Republicans have had a majority in

the U.s. House of Representatives for only 4 years, from

1949 to 1950 and from 1953 to 1955 or rather, the 80th and

83d Congresses. Since then, Democrats have enjoyed a major-

ity. Republicans have controlled the Senate for ten years

between 1940 and 1990. Only three of the five terms of

Republican control of the Senate have been consecutive.

These include the 80th, 83d, 97th, 98th and 99th Congresses,

131 Gary W. Copeland, "Changes in the House of
Representatives After the Passage of the Budget Act of 1974,"
in Congressional Budgeting: Politics, Process and Power. W.
Thomas Wander, F. Ted Hebert and Gary W. Copeland, eds.
(Baltimore: Johns Hopkins University Press, 1984), 70-71.
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or rather, from 1981 to 1987. This shift plays an important

part in explaining budget behavior during the 1980s.

While Republicans have held the White House for 26

years between 1940 and 1990, just over half of the entire

period, they have rarely shared power with a Congress also

having a Republican majority. It is widely recognized that

conflict between the two branches tends to increase when

control is divided. 132 With the election of 1980, Republi-

cans gained a majority in the Senate.

As mentioned, this is the first time since World War II

that the Republicans have been able to maintain control of a

chamber of Congress for consecutive terms. This shift in

control of Congress marked a fundamental shift in the bal-

ance of power between Democrats and Republicans.

It has also been noted that exploiting this opportunity

was well orchestrated. Some scholars have pointed to the

way that the Reagan administration's implemented control.

As Harold Seidman and Robert Gilmour note:

In many respects Ronald Reagan is unique among recent
presidents. His agenda is highly selective and was
established before he was inaugurated. His goal is to
reverse the federal government's direction by cutting
domestic programs and spending, reducing taxes, and
limiting federal regulations. To gain control of the

132 Republican presidents have a statistically signifi
cant lower success rate than their Democratic counterparts
between 1953 and 1988. In a regression analysis of presiden
tial success rates, I also found that the number of times a
president takes a position on a bill is negatively correlated
with his success rate.
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vast federal establishment and harness it to his
purposes, he has had to devise a new approach and a
radically different organization strategy .133

Reagan's strategy depended on congressional assistance.

This was provided by an unusually sympathetic Senate. 134

Reagan clearly enjoyed more support in the Senate than his

last two Republican predecessors. In fact, his success rate

approached that of Democratic presidents who had a Democrat-

ic majority in the Senate. Available data on the success

rates of presidents in Senate voting indicate that, on

average, President Reagan had a higher success rate than

Dwight D. Eisenhower. Table 5 shows the percentage of

votes, on which the president has taken a position, that

resulted in a presidential victory. A partisan pattern is

evident.

Democratic presidents have had much higher success

rates than Republican presidents during the last few de

cades. This supports the common perception that shared

party affiliations are an important factor in securing

legislative success.

133 Harold Seidman and Robert Gilmour, Politics, Position
and Power: From the Positive to the Regulatory State. 4th ed.
(Oxford: Oxford University Press, 1986), 127.

134 The Senate voted to extend presidential veto power to
almost all agency regulations in 1982. This was latter ruled
unconstitutional by the Supreme Court. [Ibid., 129].
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TABLE 5

Average Presidential Success Rates
in the Senate

President Percent of Votes Won
Mean Std. Dev. Freg.

------------+------------------------------------
tEisenhower I 73 12.9 7

Kennedy I 83 3.5 2
Johnson I 81 10.5 6

Nixon I 63 10.6 6
Ford I 68 4.8 2

Carter I 79 5.2 4
Reagan I 77 11.6 8

------------+------------------------------------
Total I 75 11.7 35

Source: Vital Statistics on Congress
t Data on Eisenhower's first year in office are not

reported. Republican presidents are in italics.

In fact, his success rate in the Senate during his

first year (88.3 percent) is the higher than any other

president for which data are available, even higher than

President Johnson's success rate in his first year in office

(87.5 percent). This pattern began early and is even more

clearly evident when his success rates during the six-year

dominance by Republicans are compared to the last two years

of this administration, when Democrats regained control of

the Senate. Reagan's success rate dropped precipitously

during this period. For the last two years of his adminis-

tration, his success rate was more than 20 percent lower

than it had been during his first year.
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TABLE 6

Reagan's Success Rate
in the Senate

Year

1981
1982
1983
1984
1985
1986
1987
1988

Success Rate Republican
Held Seats

88.3 53
83.2 53
85.9 55
85.7 55
71.6 53
81.2 53
56.4 45
64.8 45

Source: Vital Statistics on
Congress.
Democratic control is in italics.

The unusually high success rates during the first six

years of the Reagan presidency supports the thesis that the

structure of the political arena is quite different during

this period than it had been when the Democrats controlled

both chambers. Thus, this period should have a slightly

different effect on budget outcomes.

The fact that Republicans have been a minority party

during the bulk of the years under examination in this study

raises the question of whether one should expect Republican

party unity to have an effect on budget outcomes. However,

party unity becomes all the more important in the politics

of budgeting when one recognizes that disunity in one party

might be exploited by the unity of the opposition.

Consider the hypothetical case where, on a particular
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vote, Republicans are completely united, but Democrats are

divided. Republicans stand a much better chance of winning.

When Republican House members align themselves with rela-

tively conservative Democrats, usually Southern Democrats,

the probability of gaining a voting majority, or preventing

an override of a (Republican) presidential veto, should also

increase. Such circumstances are not precisely measurable

using aggregate party unity data, but are not precluded by a

Democratic majority. 135

Most scholars use a single indicator or two indicators,

one for Congress and one for the president, to measure

partisan influences. 136 The measures of party ideology

used in the previous chapter, as those used in most analyses

of American party influences, lack the capacity to discrimi-

nate between countries where party unity is almost assured

and those cOQ~tries where party unity varies over time.

By comparison to the disciplined parties of European

parliamentary systems, the relatively low level of party

discipline in congressional voting raises doubts about the

potential for systematic partisan influences. However,

several studies support the thesis that Democratic and

135 See Shaffer, Party and Ideology, 135-69; Keefe,
Parties, Politics and Public Policy, 218-9.

136 See Russett, "Defense Expenditures," 772; Berry and
Lowery, "An Alternative Approach," 689-90; cf. Browning, "u.S.
social Welfare," 205.
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Republican congressmen are distinctly different in their

ideological commitments and that this aggregate difference

is relatively stable over time. 137 Additionally, there is

evidence to suggest that the ideological differences between

the parties have an impact on budgetary outcomes.

In a recent study, Ian Budge and Richard I. Hofferbert

argue that Democratic party platforms are closely associated

with federal expenditures. Their findings supports the

hypothesis that American parties abide by their stated

objectives, with consequences for federal outlays.l38 Ear-

lier studies have also found that Democrats tend to spend

more on welfare and social programs than Republicans. 139

Similar patterns have also been found in the budgetary pat-

terns of municipal governments. 140 At the state level,

137 See Schneider, Ideological Coalitions: Shaffer,
Party and Ideology; William J. Keefe Parties, Politics and
Public Policy in America. Fifth Edition (Washington,
D.C.:Congressional Quarterly Inc, 1988), 211-230, cf. Budge,
Robertson and Hearl Ideology, Strategy and Party Change, 39
40, 44-5, 69, 392-7

138 See Ian Budge and Richard I. Hofferbert. "Mandates
and Policy Outputs: U. S. Party Platforms and Federal Expendi
tures." American Political Science Review 84 no.1 (March
1990): 111-31.

139 See Davis, Dempster and Wildavsky, "Toward a Predic
tive Theory," and Robert X. Browning "U.S. Social Welfare
Expenditures, 1949-1977" American Journal of Political
Science Vol. 29, no. 1, 197-216, 1985.

140 See Richard Koven, Ideological Budgeting: The
Influence of Political Philosophy on Public Policy (New York:
Praeger, 1988).
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however, the influence of parties on budgetary behavior has

not been clearly established. 141

Despite the relatively undisciplined behavior of Ameri-

can parties, party affiliation continues to provide the

principal basis for organization in the United States Con-

gress. The level of partisanship, however, has varied over

time. In general the level of partisanship has de

clined. 142 Much of this decline has been attributed to

institutional and electoral changes. Even with the general

decline in party discipline, the best single predictor of

voting behavior is still party affiliation. 143

The use of party unity as a measure of partisan values

may at first seem strange, but it clearly indicates the

strength of the party to mobilize and discipline its mem-

bers, which is essential for the legislative success of the

party. To the extent that unity is achieved, the members of

the party must be in some kind of agreement. In Chapter II,

I posited that the object of this agreement is a set of core

141 Cf. Sharkansky, Spending in the American States;
Thomas R. Dye, "Taxing, Spending and Economic Growth in the
American States," Journal of Politics 42, no. 4 (November
1980): 1085-1107 i idem, "Party and Policy in the States."
Nathan and Doolittle, Reagan and the States, 355-63; David
Mayhew Placing Parties in American Politics (New Haven: Yale
University Press, 1986), 257-307.

142 See Brady, Cooper and Hurley, "The Decline of Party i ..
Patterson and Caldeira, "Party Voting."

219.
143 See Keefe, Parties, Politics and Public Policy, 211-
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beliefs that constitute the party's ideology. Where unity

is low, the impact of a party's ideology on budgetary trade

offs should be less than when its unity is high.

Of the political influences on the budget, the party

dominating the House should have the most impact on outlays,

with the party affiliation of the president having a signif-

icant, but weaker effect on outlays.

Hypotheses

Following the discussion of ideology presented in

Chapter II I hypothesize that increased unity voting among

Democrats will increase the budget shares of domestic spend-

ing relative to defense expenditures. Given the Democratic

dominance of the House, I expect to find that Republican

party unity to have a comparatively weaker effect on budget-

ary trade-offs. The following hypotheses apply to the first

two sets of trade-offs, where defense versus civilian out-

lays are concerned, but are generalized to other trade-offs

in similar fashion:

H1 : As Democratic party unity increases the defense share
of the trade-off pool decreases.

H2 : As Republican party unity increases the defense share
of the trade-off pool increases.

With respect to the influence of presidential politics,

I expect to find that Republican presidents would decrease

spending on domestic programs relative to defense expendi-
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tures. This hypothesis is stated as follows:

H3 : Domestic shares of trade-off pools increase under Demo
cratic presidents and decrease under Republican
presidents.

Hypotheses regarding trade-offs within the military

budget follow the same form:

H4 : As Democratic party unity increases the procurement
share decreases and the personnel share increases.

Hs : As Republican party unity increases the procurement
share increases more than the personnel share.

And,

H6 : Domestic shares increase under Democratic presidents
and decrease under Republican presidents.

Using both of the formulas described in Chapter II, I

constructed measures of trade-offs. These interval-level

measures of contain both positive and negative values. All

independent variables are positive intervals, bounded by

zero.

Trade-offs favoring defense were arbitrarily assigned

positive values and those favoring domestic categories are

assigned negative values. Accordingly, a positive rela

tionship between an independent variable and a dependent

variable indicates a pro-defense relationship between two

variables. Conversely, a negative coefficient indicates

that the variable is associated with decreasing defense

shares, or rather, an increase in the relative share of

domestic outlays. Put differently, positive statistical
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coefficients indicate "more" defense and less domestic

spending.

In analyzing trade-offs between components of military

spending, the same structure is used, but other categories

are substituted in the calculations.

Control Variables

Discontinuities in spending are observed during periods

of warfare. For this reason, the annual number of combat

deaths (soldiers killed in action) is introduced as a con-

trol variable.

Demographic and economic changes are also widely cred-

ited with effecting budgetary outcomes. Other control

variables include: the percentage of Americans under the

poverty level, the percentage of people over the age of 65,

the percent of the population aged 1-14, the rate of infla-

tion, percent change in gross national product, population,

the percent of the population under the poverty level and

the percent unemployed. 144 Following the work of Mintz,

Russett and others, I include a dummy variable for the

144 •Percentages under the poverty level are from Statls-
tical Abstracts of the United States (various years).
Estimates prior to 1959 are based on income distributions.
Percent unemployed were taken from the ILO, which are identi
cal to Bureau of Labor Statistics data. These data were back
filled to 1950 [See Donald J. Bogue, populations of the United
States. (New York: The Free Press, 1985), 582-600.
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period 1981-1988. 145 This variable is explained in more

detail below. Control variables are included in those

models where the literature suggests relevance.

Specifying the appropriate lag structure to test the

theory is a bit more complicated. I expect trade-offs to be

influenced by long-term political commitments. Legislative

outcomes take time to develop and implement. It is expected

that trade-offs between outlays for defense and public ser-

vices should occur in the implementation phase, one or two

years after the legislative initiatives. This reasoning is

based on the idea of shepherding discussed in Chapter II,

where policy makers involve tha~elves in protecting poli-

cies throughout the life of a program.

I assume that trade-offs are simultaneous. Assuming a

common lag between the dependent variables and the compo-

nents of a trade-off is a strong assumption, given the

possibility that some programs may be implemented more

quickly than others. For example, changes in transfer

programs can be implemented almost overnight. Other pro-

grams are likely to take longer to implement and to produce

measurable outlays. In assuming a common lag, I am assuming

that the processes that generate defense outlays are identi-

cal in duration to those producing domestic outlays.

145 See Russett, "Defense Expenditures and National Well
Being," 776; Mintz, "Guns Versus Butter."



139

Preliminary Observations

This section briefly describes trends in federal out

lays since 1940, with a special emphasis on military spend

ing since 1960. The focus of this study is the distribution

of allocations among programs. For this reason, percentages

outlays are used to describe trends.

There are disadvantages to using percentage terms to

describe expenditures. As the federal government has taken

on more functions, the denominator of total expenditures has

changed in two ways. Total expenditures have increased in

real and nominal terms, but the number of budget items

funded by the federal government has also increased. If

expenditures for existing items were to remain constant, the

addition new items will necessarily decrease the percentage

of outlays allocated for existing items. For these reasons,

percentage terms can also mislead and should be read with

caution.

To begin, I show that most large increases in defense

outlays are related to wartime needs. One of the best

indicators of the presence of military conflict is battle

deaths. This variable indicates the intensity of conflict

and the needs of the military for additional resources.

As battle deaths increase, the percentage of the budget

going for defense increases as well. This pattern is clear

ly evident in Figure 12 below:
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The effect of the shocks of World War II, the Korean

War, and the Vietnam war on military expenditures are easily

identified. However, increases in percentage defense expen-

ditures during the 1980s is not explicable by reference to

combat deaths.

Taking a closer look at the last three decades, the

impact of the Vietnam War is clearly visible, but the trend

in defense expenditures does not uniformly decrease, as it

did in the wake of the two previous large military con

flicts.

The nadir of defense expenditures as a percentage of

federal outlays occurs in 1979. The trend then swings
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upward. In fact, increases in the percentages of the feder-

a1 budget going to defense during the 1980s were almost as

large as the increases during the Vietnam War, but the

United States was not engaged in any large-scale combat

activities (see Figure 12).

A large body of research on arms races has developed

that suggests defense expenditures respond to changes in the

military expenditures of the Soviet Union. Much of the

evidence on this question indicates that, if a relationship

exists at all, is negative. 146 Nevertheless, enough ernpha-

sis has been placed on the influence of Soviet expenditure

to take this factor into consideration in analyzing poten-

tial trade-offs in federal outlays.

With the exception of the past decade, the single most

useful variable in predicting large percentage increases in

146 See Ostrom and Marra, "U. S. Defense Spending and the
Soviet Estimate." Ostrom and Marra mistakenly suggest a
positive relationship exists between Soviet expenditures and
U. S. defense spending. Despite their verbiage, reported
statistical results show a significant negative relationship.
I have taken a look at this, with similar results.

Using changes in percentages of U.S. defense spending,
my results for the 1963-1988 period, using OLS and controlling
for battle deaths, produced a negative coefficient, signifi
cant at p< .0000 (R2 =.65) . Some collinearity exists between
battle deaths and changes in Soviet military expenditures.
When using CORC adjusted regression, the significance of the
coefficient for soviet expenditures is p < .18 (R2 =.54) with
battle deaths still significant at p <.0000) .

Paradoxically, Berry and Lowery, "An Alternative Ap
proach," 694, however, find that Soviet defense spending has
an effect on the domestic tradeoff. I also find that it is
related to larger defense share.
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defense expenditures has been armed conflict.
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As in the area of defense, trends in domestic spending

have also reversed in recent years. The most closely

watched categories are health and education expenditures.

Education outlays have fluctuated more than health expendi-

tures, which tend to be relatively stable from one year to

the next. Percentage outlays on education and health de-

clined sharply at the beginning of the 1980s. Both catego-

ries declined, but education received the hardest hit.

In much of the work on trade-offs between domestic and

defense spending, education is singled out as being one of
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the most sensitive categories to changes in defense spend-

ing. This pattern seems to be evident during the 1980s.
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A preliminary examination of the data on federal

spending indicates that outlays for defense and outlays for

domestic programs do not respond equally to increases and

decreases in the size of the total budget increment. In

analyzing the expansion and contraction of the budget, I

have found that defense outlays tend to grow more than most

other kinds of outlays during periods of expansion. De

fense outlays also tend to absorb most of the decrease in

when the budget shrinks.
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This pattern, however, is closely associated with

combat activity. Large increases in budget increments

generally occur at the beginning of combat activity and

large decreases at the end of such activity.

It is often assumed that discretionary categories of

spending are squeezed between military spending and large

entitlement programs, but this is not necessarily the case.

Entitlement programs are quite resilient to changes in

total spending. When the total budget increment shrinks,

both defense and discretionary domestic outlays tend to

decrease, but when the total budget increment increases,

defense expenditures appear to take the larger share. Thus,

increases in the size of the total budget increment is

significantly related trade-offs between defense and the

categories of health and education during times of war, when

the budget increases the most.

The overall trend in federal spending contradicts this

assessment. Non-defense outlays have generally increased

relative to defense spending, except for the 1980s.

Military conflicts, which tend to inflate the total

budget and decrease the share spent on domestic programs, do

not necessarily decrease domestic spending in real terms.

Many of the Great Society programs were implemented during

the Vietnam War. In real terms defense spending increased

on top of increased domestic spending. This "piling on,"
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may create a misleading impression about how defense spend

ing effects domestic spending.

As Russett observes, the growth in outlays for social

programs occurred during a period of military conflict. At

the same time that the programs of the Great Society were

first being implemented, the country was also escalating its

involvement in the Vietnam War. In Russett's seminal study

on the effects of defense spending, he finds that, "In the

aggregate, there is no very strong impact on civil public

expenditures. ,,147 However, some components of domestic

expenditures, however, fared better than others when defense

spending increased.

Russett and others have noted that institutionalized

programs such as farm subsidies and other well-entrenched

entitlement programs appear to be relatively insulated from

the effect of military spending, but that education, health

and welfare programs tend to be the comparatively more

sensitive to fluctuations in defense spending.

My preliminary review of the data supports Russett's

generalization, but also indicates that the overall growth

or decline in total budget increments has an impact on

trade-offs. Large budget increases are usually associated

with increased defense spending during times of war when a

greater share of the budget is devoted to wartime needs.

147 See Russett, "Who Pays for Defense?" 419.
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War, then, is a central factor in determining the direction

of trade-offs.

Defining the Variables

A number of problems were encountered in testing the

hypotheses presented. The first problem is that data are

not uniformly available for all the variables of interest.

Well defined data on aggregate (superfunction) budget

items are available beginning in 1940. Data on important

subfunctions, however, are not generally available before

1963. In fact, many of the components of domestic spending

did not exist prior to the 1960s.

Party unity data are available for the years between

1953 and 1988. 148 Consistent annual demographic data are

available from 1960, while data on Soviet military expen-

148 A few missing points in the interim (e. g ., 1961) are
imputed from existing data. This procedure was executed with
Stata software, using the "impute" command. Missing points
thus generated were substituted for missing points within the
existing range (1953-1988).

The variables used in imputing the data included the
percentage of seats held by each party in both the House and
Senate, the number of total unity votes in each chamber, party
unity votes for each party in both chambers, the party unity
votes for Southern Democrats in each chamber, the president's
party, the success rate of the president in each chamber, in
Congress, and the number of bills on which he took a position
(omitting the dependent variable). See Stata Reference

Manual, Vol. 2, 347-51.
This procedure produced results that differed very little

from averaging between contiguous data in the series, but
provided a more objective procedure for handling the problem
than mean, "best-guess" estimates. No data were imputed out
side the span of years for which data were available.
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ditures are available beginning in 1963.

The selection of the best estimate of the dependent

variable(s) also presented a challenge. Two alternative

indicators for trade-offs are proposed by Berry and Lowery.

The two measures do not behave in the same way, which would

produce different results depending on which calculation is

used. To avoid ad hoc specification, a decision had to be

made between proportional and difference based calculations

of the dependent variable(s) .

In their discussion of their measures, Berry and Lowery

make the following observation:

We believe that the modified difference measure, DIFF
(A:B), is superior to the pure proportional measure,
PROP(A:B), for several reasons. First, the proportion
al measure can yield an extremely high value when the
pool is very small. For example, if the pool is $1,
where AMT(A) = 100 and AMT(B) = -99, the indicator
PROP(A:B) takes on the value 199. But just a slight
change in the outcome to (102, -97) resulting in a huge
drop in the score on PROP(A:B) to 39.8. Consequently,
empirical analyses relying on PROP(A:B) for measuring
trade-off outcomes have the potential to be seriously
distorted by a few extreme, and perhaps misleading,
outliers on the dependent variable. 149

In light of their comments, I constructed measures

based on both formulae for comparison. 150 In all, nine

trade-offs were examined, which yielded 18 pairs of series.

I found that the proportion based measure did produced

Berry and Lowery, "An Alternative Approach," 687.

150 To provide longitudinal comparability, all outlays
are converted to 1982 constant dollars before any further
calculations are made.
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extreme outliers in several instances.

For example, in the trade-off in education values for

proportion trade-offs for defense versus education exploded

between 1986 and 1988. This measure seems to exaggerate the

trade-offs between the two categories.

The following illustrations show how the component ele-

ments of the education trade-off are related as percentages

of the federal budget and are transformed into measures of

trade-offs using both the formulae.
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The trade-off measures calculated for the these two

categories illustrate the problem with the proportion mea-
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sure. Values for both measures are shown in Figure 16

below. At first glance, it appears that the proportion

based measure does not really vary until 1986-87. This

appearance is misleading. Values for the pre-1986 period

are compressed for presentation on a common axis with the

difference based measure, which has extremely high values in

the latter portion of the series (See Figure 16). Closer

similarities in the variance of both measures during the

earlier period is hidden by these extreme outliers.

347.145

o Difference Meastre to ProporUon Mea5U'e

-197.546

1960 19 0 1980 1990
Defense versus Education

Difference ancI Proportion Measures
FIGURE 16

When the last four years are removed, and both vertical

axes are rescaled, values for the previous period are more
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clearly discernible. As in the case of the health expendi-

tures, the proportion based measure varies much less than

the difference based measure. Wnen the two measures for the

trade-off prior to 1986 are examined, the variance of the

proportion based measure is more visible. Both measures

resemble one another more closely during this period, but

the presence of extreme outliers for the latter period has

the potential for "seriously distorting" the analysis.

Similar distortions might be expected in measures of other

trade-offs as well.
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The implications of choosing one indicator rather than

another, for the subsequent analysis, are obvious. I agree
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with Berry and Lowery concerning the superiority of the

difference based measure. Comparing the two indicators, the

difference based measure appeared to be a more reliable

indicator. For this reason, the difference based measure is

used throughout the following analysis.

With this matter settled, I turned to the thornier

problem of defining the trade-off between defense and domes-

tic expenditures. The concept of "domestic" spending is

widely used but infrequently defined. 151

Two definitions of discretionary domestic spending are

examined. Following work by Russet and Peterson, a trade-

off measure was constructed that aggregates several subfunc

tions. 152 These categories include the subfunctions of

energy, commerce and housing credit, health research, educa-

tion & training of health care workers, education, general

government, veterans benefits, science, and transportation.

Data on most of these subcategories are available beginning

in 1963 (Data for the independent political variables are

available beginning in 1953).

Using this highly disaggregated definition of domestic

151 Berry and Lowery do not define the term by reference
to any particular items, but leave simply refer to CITIBASE
data used in the analysis. See Berry and Lowery, "An Alterna
tive Approach," 694.

152 See Russett, "Who Pays?" 419; cf. Paul E. Peterson,
"The Rise and Fall of Special Interest Politics," Political
Science Quarterly. 105 (Winter 1990-91): 548; Berry and
Lowery, "An Alternative Approach," 694-5.
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spending would entail losing a decade of observations. For

this reason a second definition is used to provide a longer

series. The second definition relies on a slightly higher

level of aggregation. To construct a longer series for

domestic spending, I use the superfunction for the above

items instead of component subfunctions. Data on all rele

vant superfunctions are available beginning in 1940 as are

data on total defense outlays. Using each of the defini-

tions of domestic spending, two measures of trade-offs were

constructed for comparison (see Figure 18) .

o Disagg-egated Data A Aggregated Data

o

1960
year

Comparison of Domestic Trade-off Measures
FIGURE 18

o

~'.

I use the second definition of domestic spending be-
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cause it provides a longer series and the empirical differ

ence between the two indicators is negligible. 153

Specifying the Basic Model

This section explains how I arrive at the specification

of a basic trade-off model. I use the aggregate domestic

trade-off as the dependent variable. Several preliminary

analyses are scrutinized to construct the most parsimonious

model possible. The model constructed is the building block

for analyzing trade-offs between defense and health and

education, between functionally similar programs in defense

and civilian programs, and trade-offs between components of

defense budget.

The structure of the equations tested is quite simple.

Linear models taking the following the following form are

constructed:

Y = a + Xl + X2 + X3 + Zl + Z2 + Z3 + e (7 )

~._-......., ..

Where y is a trade-off, X is a political variable and Z is a

demographic or economic variable.

I began my analysis with an examination of bivariate

relationships with simple (t-1) lag structures. No signifi-

153 Statistically, the two measures are almost identical.
The Pearson product moment correlation coefficient obtained
between the two measures is .99, and an R2 of .98, significant
at p < .0000 was obtained using ordinary least square regres
sion.
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cant bivariate associations were found for any of the polit-

ical variables, but some of the demographic variables ap-

peared to be significant. 1s4 Bivariate analysis, however,

does not adequately address the relationships that I have

hypothesized.

The interaction of parties competing for control of

government poli~ requires a more complex form of analysis.

Multivariate analysis, however, was confounded by the exis-

tence of autocorrelation (serial correlation),

multicollinearity and the unavailability of data for impor-

tant control variables for certain time periods.

The presence of serial correlation tends to inflate the

significance of coefficients. Statistically significant

serial correlation was detected in almost every model esti-

mated, as indicated by Durbin-Watson statistics. OLS re-

gression models were re-estimated using a Cochrane-Orcutt

(CORC) regression procedure, a common generalized regression

technique for adjusting for serial correlation. 1ss The

CORC adjusted regression routine is not applicable when the

series is broken because the routine requires contiguously

154 Unity among Southern Democrats was significant at t,
but was not significant when lagged one year, or when used in
moving averages (MA) models discussed below.

155 The method iterates the regression until rho converges
(to a tolerance of .0005) or 99 iterations, whichever occurs
first. This procedure was executed with Stata 3.0. See
Computing Resource Center, Stata Reference Manual Vol. 2
(Santa Monica: Computing Resource Center, 1992), 200-3.
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ordered data for the calculation of rho.

Preliminary analyses of the data produced confounding

results, which is not uncommon in models have some degree of

seasonality. Noting that almost every model estimated

contained significant levels of autocorrelation I returned

to the problem of specifying the lag structure of the model.

McDowall, McCleary, Meidinger and Hay provide a useful

comment on the problem in their work on interrupted time

series analysis:

Trend and seasonality, which are quite common in social
science time series, and random error tend to obscu~e

any intervention. If the model does not account for
these types of noise, the analysis will be confound
ed. 156

To filter noise without over-complicating the analysis,

I smoothed the political variables by means of three-year

moving averages. 157 Converting the dependent variable in

the same way produced superior statistical results, but made

interpretation more difficult and causal tests more tenuous.

The three-year average is used for the estimation of the

156 See David, McDowall, et ale Interrupted Time Series
Analysis, Quantitative Applications in the Social Sciences
Series. (Beverly Hills: Sage Publications, 1980), 14.

157 The formula used was the sum of the two last years
and the current year's values divided by three. This proce
dure may seem odd, but I believe that political control is not
wrested away in the year that the outlay is made. Thus, some
degree of unity in that year should, theoretically, be
related.
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basic trade-off model. This procedure also proved to be a

parsimonious solution to the theoretical problem of model

ling the impact of political unity on subsequent outlays.

The three-year moving average is based on a theory of how

policy makers are involved in program development and imple

mentation.

As mentioned in Chapter II, some policy makers act as

"fixers," or what I have termed "shepherds," involving

themselves throughout the life of a policy. Such people

follow a policy through its development, enactment as law,

and implementation. For this reason I expected partisan

influences to span a number of years. I had originally

postulated that, after legislative passage, shepherding

should be felt after a two-year span. This approach incor

porates the level of party unity during that period as well

as the year in which the outlay is made, because the success

of policy shepherds should depend on their ability to mobi

lize support of their favored policies.

This procedure seemed to eliminate some of the noise in

the models. No seasonality in the measures of party unity

was detected; however, there appeared to be some seasonality

in the percentage of roll-call votes in the House where

party majorities opposed one another (total unity votes) .

Statistically significant differences in total unity votes

were found in election years, perhaps as part of an underly-
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157
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tion of suspected seasonality in the independent variables,

autocorrelation remained a problem, but was corrected

through the use of the CORC regression procedure.

Another problem encountered, was to control for major

changes in the party dominance of Congress. For two, non-

consecutive Congresses in the late 1940s and 1950s Republi-

cans enjoyed a majority in both the Senate and House. Each

period lasted only two years. However, as previously dis-

cussed, a more lasting shift occurred in the 1980s, when

Republicans controlled the Senate from 1981 to 1986 (with a

Republican president). For analysis of the entire series

(1955-1988), a dummy variable was used to "control for" the

change in context. For the sake of consistency, this vari-

able was also converted to a three-year moving average. 159

A second problem, with theoretical significance, was

the presence of multicollinearity among some of the indepen-

dent variables. Party unity measures for Democratic and

158 ANOVA models showed significant differences between
election year total unity votes and non-election year votes.
A pseudo R2 of .11, significant at p<.02, was obtained in a
bivariate model. Presidential election years, however, did
not appear to be related to the differences.

159 Results were also tested using a four-variable model
that partitions the variance for each variable according to
time period (i.e. Democratic unity before 1981, Democratic
unity after 1980, Republican unity before 1981, Republican
unity after 1980). Results of this procedure are robust and
consistent with the basic model .
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Republican House members are correlated, which tends to

inflate the "explained variance" as indicated by the R2 , and

makes assessing the direction of the coefficients difficult.

Despite these problems, there are compelling theoretical

reason for using both variables together in the same model.

Theoretically, the two variables are inextricably

linked. If Republicans are not able to produce discipline

among their members, they are less likely to exploit dis

unity among Democrats and vice versa. The presence of

collinearity between measure of Democratic and Republican

party unity might confuse the signs of the coefficients, but

subsequent analysis assured that the signs reported in the

models are in proper order.

Multicollinearity was identified between several con

trol variables. Collinearity existed between the variables

related to foreign affairs and domestic political variables,

and between demographic variables. The relationship between

the two demographic variables is not surprising. The per

cent of the population aged 65 and over and the percent of

the population aged 15 and younger, were highly correlated

(negatively). This correlation confirms common demographic

trends in the distribution of the populations in developed

countries. The relationships between domestic political

variables and measures pertaining to international relations

is more complex.
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Changes in Soviet spending and battle deaths were both

significant during the Vietnam war. For the series spanning

1942 to 1988, battle deaths have a significantly positive

relationship with on domestic trade-off. Conforming to the

findings of other studies, large spikes in the series for

both variables account for this finding. 160

The relative effects of war (battle deaths) and changes

in Soviet military spending on trade-offs are difficult to

assess, given the data available. Unfortunately, data on

Soviet military expenditures prior to 1963 are not reported

by the ACDA. A direct comparison of the effects of battle

deaths and changes in Soviet military spending during the

1950s is, therefore, not possible using these data.

Regression results based on different periods obscure,

rather than illuminate important differences between histor-

ical periods. During the Vietnam War, changes in Soviet

military spending peaked at the same time American battle

deaths peaked. One might suspect that a similar pattern

would be found during the Korean War if data were available.

It is also very likely that Soviet military expenditures

were increasing at a high rate during World War II, as

American battle deaths also increased. What is troublesome

about such patterns is that the political significance of an

160 See Russett, "Defense Expenditures," 775; cf. Berry
and Lowery, "An Alternative Approach," 694.
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increase in Soviet military spending may also be tied to the

context of historical periods.

Obviously, the United States would have preferred that

the Soviets spend more on their military during World War

II, and less thereafter. The peak in the percent change in

Soviet military spending during the Vietnam War hardly needs

comment, except to note that it results in collinearity with

American battle death during that period. The two variables

are both measuring aspects of the Vietnam War and are not

independent of one another during that period. After the

Vietnam War, American battle deaths are practically non

existent, while Soviet spending continues to vary. It is

not surprising that the effect of battle death on trade-offs

washes out when Soviet spending is introduced to the equa

tion, because the period in which battle deaths are most

closely associated with trade-offs is the 1941-1975 period.

Most of this period is dropped (due to missing data) when

Soviet expenditures are included in the model. However,

when the post-1975 period is examined separately, changes in

Soviet defense spending are not significantly associated

with trade-offs in federal outlays.

Significant bivariate coefficients were obtained for

only three interval-level variables: changes in GNP, percent

of the population over age 65, under 15 (and their lags),
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and unemployment were significant .161 No other bivariate

relationships were found to be significant .162 However,

none of the variables having significant bivariate relation-

ships contributed very much to the overall fit or the sig-

nificance of other variables in multivariate models.

Moreover, there is an unexpected positive relationship

between the percent of the population aged 65 and the domes

tic trade-off. Put differently, as the percentage of the

population aged 65 and over grew, the more that the trade

offs favored defense. Closer examination revealed that the

two variables moved closely in the same direction during a

short period during the late 1970s and early 1980s. Unless

one is willing argue that there is a causal reason for a

positive relationship between the variables, which seems

unlikely, the relationship must be spurious. For this

reason, the variable was dropped from consideration in the

development of a basic model. The percent of the population

aged 15 and younger had no significant impact in

multivariate analysis.

161 This relationship will be examined further in Chapter
V. I believe that including unemployment as an independent
variable is a misspecification. The possibility that unem
ployment is a dependent variable is considered in subsequent
analyses.

162 Significant differences between tradeoffs were
detected using categorical, nominal-level variables for war
and the Reagan presidency. In ANOVA models containing both
variables, the Reagan presidency accounts for more of the
variance in domestic tradeoffs than war.
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Changes in GNP contributed very little to overall fit

of the models tested and washed out completely when the

Reagan administration is included as a variable.

Extreme outliers, or "influential observations," are

responsible for producing significant regression coeffi

cients between percent changes in GNP and the aggregate

domestic trade-off. Extreme values for both variables oc

curred during World War II and the Korean War. Changes in

GNP were dramatically affected by the dynamics of the war

time economy and subsequent reconversions. Thus, a huge

portion of the variance in both the trade-off variable and

the change in GNP is attributable to the shocks of war.

Just four or five observations account for the overall

significance of the association. Figure 19, below, shows

how the two variables have varied over time. The large

"outliers" are obvious. Analysis of the period after 1955

did not produce significant coefficients for changes in GNP.

In fact, changes in GNP washed out completely in multiple

regression models corrected for autocorrelation. Alterna

tive estimators fared no better. Lags of first and second

order, moving averages, and logarithmic transformations also

failed to survive CORC regression analysis at significant

levels. Moreover, I detected no significant effects with

other variables in multivariate models.
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The occurrence of large trade-offs during wartime, and

shifts after wars also obscures the pot~ntial effect of the

partisan affiliation of presidents.

Presidential party affiliation was not significant in

any model specified. In part, the differences between Demo-

cratic and Republican presidents is confounded by the coin-

cidence with war.

Franklin Roosevelt, Harry S Truman, and Lyndon Baines

Johnson all presided over wartime periods, as measured by

battle deaths. Republican presidents held office during the

post-Korean and Vietnam conflicts, when spending shifted

away from defense. Thus the presence of war seriously
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contaminates any analysis of presidential influences.

Table 7 below describes the pattern. War is defined as

any year where u.s. battle deaths occurred as reported by

the Department of Defense. 163

TABLE 7

Presidential Party and War
1940-1990

Presidential Party
Dem. Rep. Total

-------+----------------------+----------
Peace I 12 21 I 33
. War I 13 5 I 18

-------+----------------------+----------
Total I 25 26 I 51

In any case, no statistically significant direct rela-

tionship was detected between presidential party and the

domestic trade-off. Table 8 illustrates that domestic

trade-offs do not correspond to the partisan control of the

presidency in the way that I had hypothesized. This also

163 Data on battle deaths was compiled from Statistical
Abstract of the United States, Meid, Pat and James M.
Yingling. Operations in West Korea: U.S. Marine Operations in
Korea 1950-1953, Vol. V, (Washington, D.C.: Historical
Division Headquarters, U.S. Marine Corps, 1972), 757; and
"Army Battle Casualties and Nonbattle Deaths in World War II:
Final Report," Prepared by Statistical and Accounting Branch
of the Adjunct General, (Program Review and Analysis Division,
Office of the Comptroller of the Army, C.C.S., June 1953,
mimeo) .
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holds for every other trade-off examined. 164

TABLE 8

Presidential Party and the Domestic Trade-off

Trade-off I Presidential Party
Favors I Dem. Rep. Total

-----------+----------------------+----------
Domestic I 9 14 I 23

Defense I 15 11 I 26
-----------+----------------------+----------

Total I 24 25 I 49
Pearson chi2(1) = 1.6826 P < 0.20
gamma = -0.3592, Kendall's tau-b = -0.1853

Analysis of variance (ANOVA) models confirm the finding

that no statistically significant relationship exists be-

tween presidential party and trade-off outcomes. Moreover,

there is no strong evidence that the effects of congres-

sional parties on the domestic trade-off differed according

to the party holding the White House. Democratic party

unity did seem to be affected by the war in Vietnam.

Democratic declined throughout the decade spanning the

most active period of involvement. Trade-offs increased as

party members became confused over the issue of the Vietnam

war, while military outlays (and battle deaths) increased as

a result of u.s. involvement.

164 Berry and Lowery find that the coefficient for party
control is reversed (but not significant). That is, they find
that Republican control improves the domestic share, while
Democratic control increases the defense share. See Berry and
Lowery, "An Alternative Approach," 695-6.
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Causation is not clear. House Democrats deferred to

presidential leadership in. escalating the war, with the

infamous Gulf of Tonkin Resolution. But resistance and

discord ensued as the war dragged on. Defections in roll

call votes among Democrats'increased during this period.

Figure 20 shows the relationship between Democratic

unity and the domestic trade-off during this period. Data

points are labelled by year..The change in Democratic unity

seems to confirm what has been intuitively understood about

the effect of the war in Vietnam on political institutions

and policy directions of the parties.

Years Ni~ Reported Battle Deaths
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I feel that the data accurately portray the indecisive

ness and discord within the Democratic party toward the end

of the war, and a certain aimlessness after the war. What

is worth noting about these patterns in the data is that

these three variables: Democratic party unity, battle

deaths, and changes in Soviet military expenditures are all

closely correlated between 1965 and 1975. While Democratic

party unity is negatively associated with changes in Soviet

military spending, Republican party unity is positively

associated with Soviet military spending.

With these underlying relationships in mind, I estilttat

ed a multivariate model containing only the political vari

ables. Data for this portion of the analysis are available

from 1955 to 1988. The data were analyzed first with OLS,

then subjected to the more rigorous CORC procedure to con

trol for serial correlations.

The most influential variable in the model is the dummy

variable for the Reagan administration, which, if left out,

destroys the model. This might seem to put the model itself

in doubt.

However, if the period before 1981 is examined, similar

results obtain, but with a substantial reduction in the

explained variance and robustness of the estimates. I take

this to mean that the politicization of budget allocations

reached a new plane under the Reagan administration.
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The results of a regression analysis of the effects off

partisan unity, using only the political variables, on the

trade-off between defense and domestic outlays are reported

in Table 9 below.

TABLE 9

Explaining the Domestic Tradeoff

(Politics Alone)

1955-1988 1956-1988

Variable t OLS CORC
Regression Regression

Constant -309.71 -317.38
(260.64) (259.64)

Democratic Unity -11. 01*** -10.91***
(2.77 ) (2.77 )

Republican Unity 14.82*** 14.82***
(4.44) (4.38)

Reagan Shift 193.82*** 192.85***
(0 = 1955-81) (22.30) (22.18)
(1 = 1981-88)

Adjusted R2 = .71 .72
Durbin-Watson = 2.17

N = 33 32

Unstandardized regression coefficients are reported.
Standard errors are in parentheses.

t All variables are three-year moving averages (MA).
* Significant at the .05 level
** Significant at the .01 level
*** Significant at the .001 level

Upon closer examination, the structure of the relation-
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ships is clearer, the relationship between the party unity

variables and the domestic trade-off is apparently stronger

than it had been during the previous period. Table 10 show

nearly identical relationships when the variance is parti

tioned between the two periods --before and after the struc

tural shift, or what I have labelled the "Reagan Period."

Splitting each of the party unity variables into two

separate variables broken down by period, I substituted

zeros for alternative periods. This "revised model" was re

estimated using the procedures employed above.

The direction of the party unity coefficients befor~

and after the 1980 election are similar, and in hypothesized

directions, I graphed the effect of Democratic party unity

on the domestic trade-off to show that the shift is upward

in the intercept for trade-offs during the 1980's when

Republicans take the Senate. The results of the revised

regression model are reported in Table 10.

The extent of the effect of the structural shift on the

domestic trade-off is evident in Figure 21, where Democratic

party unity (three-year moving average) is graphed against

the domestic trade-off. Regression lines have been placed

in the graph to show the relationships between the variables

during each period.



Table 10

The Domestic Trade-off
(Using Partitioned Variance)

1955-1988 1956-1988

Variablet OLS CORC
Regression Regression

Constant -308.22 -313.57
(267.42) (267.42)

Dem. Unity (before 1981) -11. 04** -10.69*
(4.24 ) (4.25)

Dem. Unity (after 1980) -10.85** -10.95**
(3.85 ) (3.81 )

Rep. Unity (before 1981) 14.82** 14.56*
(5.75) (5.67)

Rep. Unity (after 1980) 17.09** 17.27**
(5.13) (5.08)

Adjusted R2 = .70 .71
Durbin-Watson = 2.17

N = 33 32

Standard errors are reported in parentheses.
t Unity variables are three-year moving averages (MA).
* Significant at the .05 level
** Significant at the .01 level

170
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The relationship between Democratic unity and the

domestic trade-off is obviously not as strong prior to 1981

than it is after 1981. I interpret the pattern after 1981

as a Democratic counter-offensive against the gains made by

the Republicans.

These results are fairly robust against alternative

specifications. Adding changes in Soviet military spending

and battle deaths, I obtain a slightly higher coefficient of

multiple determination, but I suspect that collinearity is

inflating model estimates.

The variable "battle deaths," though not significant

itself, might conceivably be part of the explanation of
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certain other disaggregated trade-offs, or act as an inter

vening variable. For theoretical reasons it is worth keep

ing for the sake of controlling for the brief wartime period

at the beginning of the series, to eliminate the possibility

that wartime distortions might be responsible for the re

sults. Demographic and economic variables contributed noth

ing, or spurious correlations, to the model and were dropped

from the basic model.

The elimination of so many of the conventional explana

tions for changes in government spending, because of their

lack of explanatory power, merits further comment. As noted

in Chapter I, characterizations of the budget have long been

dominated by the school of thought that budgets change in

small increments.

Budget changes are usually minor, and typically associ

ated with long-term trends. The pattern among trade-offs,

as conceptualized here, shows little evidence of the kind of

stability suggested by the notion of incremental budgeting.

Admittedly, the differences found in this analysis are

built upon the idea that changes occur at the margins, but

the variance is much wider than what an incremental model

would imply. The percentage changes during the 1980s are

not indicative of marginal adjustments. Changes during this

period were widespread and comprehensive, which is not the

sort of behavior that can be predicted according to a theory
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of incrementalism.

Moreover, these results support the hypothesis that a

political parties do influence the way budgets are allocat-

ed. Turning to the analysis of the other trade-offs, I

employ the basic model (Table 11) to test the hypotheses.

Table 11

Explaining the Domestic Trade-off
(The Basic Model)

1964-1988 1965-1988

Variable OLS CORC
Regression Regression

Constant -2210.29*** -2397.60***
(578.95) (522.27)

Democratic Unity -10.04* -8.79*
(4.52) (3 .94)

Republican Unity 25.26*** 25.98***
(5.55) (4. 65)

Reagan Period 198.99*** 183.93***
(39.24) (35.75)

ASoviet Spending1t_1l 953.01** 992.56***
(280.12 ) (253.10)

Battle Deaths -0.00 -0.00
(O.OO) (O.OO)

Adjusted R2 = .75 .82
Durbin-Watson = 2.75

N = 24 23

Standard errors are reported in parentheses.
* Significant at the .05 level
** Significant at the .01 level
*** Significant at the .001 level
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Explaining Trade-offs

Following the same explanation, the trade-offs between

defense and outlays for health and education are substituted

in the models below. Tables 12 and 13 report the regression

results for the 1964-1988 period:

Table 12

Explaining the Health Trade-off

1964-1988 1965-1988

Variable OLS CORC
Regression Regression

Constant -1984.02* -2538.66***
(834.26) (673.74)

Democratic Unity -20.83** -15.56**
(6.51) (5.33)

Republican Unity 44.90*** 49.82***
(8.00) (6.43)

Reagan Period 214.00*** 131.34*
(56.54) (50.29)

ASoviet Spending(t-ll 33.62 -143.20
(403.65) (320.73)

Battle Deaths 0.00 -0.00
(0.00) (0.00)

Adjusted R2 = .66 .79
Durbin-Watson = 1.59

N = 24 23

Standard errors are reported in parentheses.
* Significant at the .05 level
** Significant at the .01 level
*** Significant at the .001 level
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Table 13

Explaining the Education Trade-off

1964-1988 1965-1988

Variable OLS CORC
Regression Regression

Constant -1513.26* -2157.65**
(636.00) (532.75)

Democratic Unity -9.92 -6.56
(4.96) (4.00)

Republican Unity 21.17** 24.37***
(6.10) (4.71)

Reagan Period 178.81** 139.74**
(43.10) (36.18)

ASoviet Spending1t _11 591.28 738.77**
(307.72) (258.53)

Battle Deaths -0.00 -0.00
(0.00) (0.00)

Adjusted R2 = .61 .76
Durbin-Watson = 2.34

N = 24 23

Standard errors are reported in parentheses.
* Significant at the .05 level
** Significant at the .01 level
*** Significant at the .001 level

Results for the health trade-off are consistent with

the results for the domestic trade-off. However, the educa-

tion trade-off model does not produce significant coeffi

cients for democratic unity.

In analyzing the results by means of the partitioned
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variance model constructed along the lines of the domestic

model (i.e., divided before and after the Reagan period),

none of the variables was significant. Collinearity in this

model made results almost un-interpretable. The signs of

the coefficients in the CORC adjusted regression analysis

are consistent with the theory, but the significance of each

variable cannot be determined. Standardized regression

coefficients for the variables are reported in Table 14:

Table 14

The Education Trade-off
(Using Partitioned Variance)

1964-1988

Variable t

Constant

Dem. Unity (before 1981)

Dem. Unity (after 1980)

Rep. Unity (before 1981)

Rep. Unity (after 1980)

Adjusted R2 =
CORC Adjusted R2 =
Durbin-Watson =
N =

OLS
Regression

-332.91
(0.329)
-6.19
(0.187)
-2.20
(0.417)
6.73

(0.205)
3.63

(0.471)

.52*

.44
2.34

24

Standardized regression coefficients are reported.
T-scores are in parentheses.
t Unity variables are three-year moving averages (MA).
; The model is significant at the .003 level using OLS,

and at the .013 level using CORC regression.



~---

177

Jointly, the variables appear to be significant. This

is an artifact of the shift in context, or what I have

termed the "Reagan Period." The variables are not signifi

cant precisely because they are not significant. When the

period between 1955 and 1980 is examined separately, no

significant coefficients are obtained.

What is significant is the shift in context. Analysis

of variance indicates that the partisan shift in control of

government during the Reagan period accounts for over 50

percent of the variance in the education trade-off between

1964 and 1988 (ANOVA Adjusted R2 = .54, Significant at

.0003, with 22 degrees of freedom for the three-year moving

average, i.e., 0, .5, 1). Put differently, the shift toward

Republican dominance during this period is what accounts for

the model's significance. Partitioning the variance by

breaking the unity variables in two, according to period,

makes this clear.

This pattern is so consistent that an analysis of

variance of the difference between the periods for all of

the dependent variables is warranted. Table 15 reports

results of the analysis of each dependent variable.

There are problems in using analysis of variance mod

els, with time series, since the procedure offers no remedy,

or test for autocorrelation. Moreover, the latter portion

of the series contains only eight observations if both
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administrations are counted, six if only the shift in the

Senate is counted. For these reasons, the following results

are extremely tenuous. I have coded the years 1982 to 1988

as 1, and 1964 to 1981 as zero to match the period in the

above analyses as closely as possible without using a moving

average.

TABLE 15

Differences in Trade-offs
Before and After 1981

Dependent Variable

Defense versus:

ANOVA R2 Significance
Level

Domestic Trade-off

Health Trade-off

Education Trade-off

Defense:
(Functional Trade-offs)

Personnel vs. Training*

.40

.15

.40

.21

0.0005

0.03

0.0005

0.01

R & D vs. Total Science**

R & D vs. Basic Research t

R & D vs. Civilian Research;

Military Trade-off:

Procurement vs. Personnel

N = 24

.006 0.3

.23 0.01

.28 0.004

.04 0.7

* Employment training and education
** Total Science minus space flight and related outlays.
; Subcategory of science for basic research.
t Health and education research.
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Overall there is a significant change in the way that

outlays were divided between categories. These patterns are

apparent in the multivariate analyses as well.

The results of the functional trade-off between outlays

for military personnel and emploYment training does not

indicate Democratic unity played a part in determining how

this particular division occurred. Under more scrutiny,

using partitioned variance, Democratic unity and Republican

unity before 1981 appeared to be significant. Analyzing

this period separately (i.e., excluding observations before

and after 1964 and 1981), only changes in Soviet spending

and battle deaths were significant. Again, the results for

the partitioned variance model were driven by the shift in

1981. A similar pattern was found in the science trade-offs

in non-space science outlays and basic research.

However, in the trade-off between outlays for defense

research and development and research in health and educa-

tion, the findings are consistent. Democratic unity and

Republican unity are significant even during the period

before Reagan.
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Table 16

Explaining the Civilian Research Trade-off

1964-1988 1965-1988

Variable OLS CORC
Regression Regression

Constant -485.77 -520.90
(270.16) (272.29)

Democratic Unity -7.22** -6.89**
(2.11 ) (2.10)

Republican Unity 11.11*** 11.32***
(2.59) (2.51 )

Reagan Period 91. 44 *** 87.50***
(18.31) (19.42)

ASoviet Spending1t _1l 142.53* 139.15
(130.71) (130.91)

Battle Deaths -0.00 -0.00
(0.00) (0.00)

Adjusted R2 = .64 .67
Durbin-Watson = 2.15

N = 24 23

Standard errors are reported in parentheses.
* Significant at the .05 level
** Significant at the .01 level
*** Significant at the .001 level

In the trade-off between categories of defense spend

ing, the model has no explanatory power at all. Neither the

entire series, nor the period before the shift produced

significant results .
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Summary

This study has produced three important findings.

First, I have found some evidence of a partisan influence on

budget allocations, though the predictive capacity of the

model does not apply to all of the trade-offs examined.

Partisan unity has proven to be a useful means of measuring

the strength of the party and its ability to implement

programs, though more precise measure could be constructed.

Second, the effect of presidents is not clear because

of the coincidence between Democratic presidents and war. I

believe that this fact has been overlooked in previous

research and may account for the failure to find a relation

ship between party and budget outcomes. 165 Nevertheless, I

must reject the hypothesis that presidential party has an

effect on allocations.

Third, the effect of a structural change in the domi-

nance of a party can have a large impact on budget alloca-

tions. Granted, I only have one such change, but the ensu-

ing shifts in allocations are in accordance with a general

pattern of partisan politics occurring prior to the shift,

and is exaggerated afterwards.

I also find evidence of an organized political counter-

offensive on the part of the House Democrats in the wake of

165 See Russett, "Defense Expenditures and National Well
being;" and Berry and Lowery, "An Alternative Approach."



182

a structural shift in power toward Republican dominance.

Democrats are increasingly united in their voting

during the 1980s. Given the defeats that they suffered in

electoral and policy matters, the upswing in party unity is

consistent with a policy oriented interpretation of that

measure. 166

To conclude, the findings presented in this chapter,

using a re-designed measure of partisan influences, support

the theory that ideology has an important influence on the

way that budget allocations are determined. In the next

chapter, I summarize these findings, discuss the theoretical

significance of the findings and offer conclusions regarding

the potential for a peace dividend in the United States.

166 Cf. Brady, David, Joseph Cooper, and Patricia Hurley.
liThe Decline of Party in the U.S. House of Representatives,
1887-1968."
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CHAPTER V

SUMMARY AND CONCLUSION

principal Findings

Using the most common method of measuring partisan

influences, based on the number of seats and ideological

positions of parties to the left and right, the hypothesis

that partisan influences are responsible for trade-off

outcomes is not generally supported. However, when party

influences are operationalized in terms of party unity in

the United States, partisan influences are apparent and the

hypothesis that parties effect trade-offs is supported.

In the case of the United States there is evidence of

partisan influences on trade-off behavior. These influences

are manifest at two levels. At a structural level, the

model I have presented relies on the dominance of institu-

tions. When control of the major institutional players,

House, Senate and Presidency, shifts from one party to

another, as it did during the 1980s, budget trade-offs also

shift toward the favored categories of the newly dominant

party. In this case, Republican gained the upper hand and

trade-offs shifted sharply toward defense.

At another level, that is within a particular struc-

tural arrangement, the unity of parties takes over. The

183
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more united a party is in voting, the more trade-offs will

move, ceteris paribus, in the direction of its favored

categories. The model is essentially a unity driven model,

with institutional dominance playing'an important role.

The partisan unity model succeeds in explaining aggre

gate trade-offs in federal outlays, but is not generalizable

to more narrowly defined trade-offs. It works best in

explaining the defense versus domestic trade-offs, but does

not fare as well in explaining the spending mixture for de

fense programs or more narrow constructions of the defense

versus domestic spending trade-off.

Given the relative success of the revised conceptual

ization and operationalization of partisan influences used

in the analysis of American federal outlays, a similar

approach may yield better results when applied cross-nation

ally. Such an operationalization might rely on very subtle

changes discernible to scholars who deal intimately with the

institutional and procedural intricacies of a given country.

The unity of parties, or party solidarity, might be

measured by the stability of cabinet posts, party membership

and candidacies, or the like. According to my theory of the

influence of partisan ideologies on budgetary trade-offs,

dissention within the ranks of a party should constrain its

achievement of ideological goals. If members are not well

organized (or lack the majorities needed to prevail in

legislative battles), the party's impact on budget outcomes
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should be less than when members are well organized. 167

Conclusion: A Peace Dividend?

I have found that the unity of American parties makes a

difference in the direction of budgetary trade-offs. While

I have found a partisan influence on trade-offs in the

United States, I do not find that presidential party affili-

ation helps to explain trade-offs. In fact, presidential

party affiliation, as a variable, is severely contaminated

with the coincidence of warfare. Nor does the Reagan admin-

istration, by itself explain the shifts in outlays during

the 1980s. If my thesis is correct, it was not Reagan, the

man, or even Reagan the president that produced these chang-

es. Instead, it was the general bias of the Republican

party that changed the direction of the trade-offs.

First of all, Reagan was not alone. Noting the coming

proposals for increased defense spending, Russett closes his

1982 article stating that:

None of the other variables in our model account for
these shifts. There is no shooting war, and the other
variables are neither very volatile nor, in our equa
tions, very powerful anyway_ Most important, the data

167 In parliamentary systems one might look at the
stability of membership in the party, the number of resigna
tions or other signs of discord for clues as to how this could
be measured. In countries where party voting varies in the
same way as it does in the United States, voting statistics
might be equally useful.

For a discussion of how executive party affiliation might
also be reconceptualized, see Appendix c.
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show that it is not merely the presence of a Republican
in the White House which made the difference; the
Reagan presidency is different. 168

What Russett does not notice that Reagan is also pre-

siding over a peacetime ascendance in the Republican party

(not associated with the end of a war) with the Senate being

controlled by the Republicans. By comparison, Dwight Eisen-

hower presided over the end of a war, when trade-offs gener-

ally turn away from defense. He enjoyed a Republican major

ity in Congress for only two years coinciding with demobili-

zation. In fairness to Russett, no one knew in 1982 that

Republican dominance of the Senate would last six years.

But the large shift in budgetary trade-offs occurred in

conjunction with a partisan shift in the party controlling

the Senate, which lasted for most of President Reagan's

term. This shift in the control of the Senate is crucial.

While the Senate is typically not viewed as the central

actor in the budget process, the "correlation of forces"

during the 1980s favored Republicans via control of two of

the three major institutions involved in the budget process.

Had the domestic trade-off moved in the direction of

domestic spending when this occurred, the whole enterprise

of using an partisan explanation would be in serious doubt.

Moreover, as predicted, the trade-off moves back toward

168

original) .
Russett, "Defense Spending," 776, (italics in
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domestic spending as the unity of Democrats in the House

increases. It seems that House Democrats mounted a counter

offensive during the 1980s, with unity increasing as the

trade-off returns to "normal" levels. This is entirely

consistent with theoretical expectations.

Thus, the conjunction of these events lends more, not

less, credence to the thesis that Republicans produce de

fense-favoring trade-offs and, more generally, that partisan

ideology is a factor in trade-off outcomes.

To the extent that this assessment is valid, we should

expect that if the Republicans win control of at least two

of the three institutional entities involved in the budget

process during peacetime, we should see another shift toward

defense spending and away from domestic spending.

After such a shift, the ability of the parties to

produce intra-party consensus will determines the direction

of the defense versus domestic trade-off within a modal

pattern of trade-offs. If one party is unable to generate

such a consensus, a united opposition could win, with a

resulting increase in expenditures for its favored catego

ries of spending relative spending on its opponent's favored

categories. This is a competitive model. This finding runs

counter to the idea that budgetary choice is merely an illu

sion, the result of incrementalism or economic determinism.

If parties make the kinds of changes I have found, then the
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electorate has a rather clear choice between policy alterna

tives, but only if the parties themselves are united.

Political hegemony by major coalitions of parties, or by

bureaucracies in other countries might explain why trade

offs in those countries are relatively stable.

Finally, one of the most important implications of the

findings presented here is that the defense versus domestic

spending trade-off appears to be driven much more by domes

tic politics than by the arms race. Changes in Soviet mili

tary spending do not add very much (around three to five

percent) to the explained variance of the models I tested.

This model does not suggest that the collapse of the Soviet

Union will produce changes in the trade-off as large as

those produced by changes party unity. Thus, the collapse

of the Soviet Union should not have a large direct impact on

the direction of trade-offs in federal outlays.

In closing, return to the question I posed at the

beginning of the study. Should we expect a "peace divi

dend?" Can I answer this question? For the United States,

I believe that I can.

If we define a peace dividend as a trade-off which

favors domestic spending, I believe that there should be a

dividend arising from the loss of the Senate by the Republi-



189

cans .169 After Republicans lost control of the Senate,

trade-offs immediately moved back toward domestic spending.

Meanwhile, Democrats have been increasing their unity in

voting. If this trend continues, there is a good chance of

realizing a dividend. However, the Gulf War may have wiped

out a dividend for 1991. War does play an important role.

Peace dividends do exist. But during peacetime the use of

the term seems anachronistic. My model indicates that the

unity of political parties is a more powerful influence than

the dynamics of arms races in determining trade-offs, thus

the concept of a "peace dividend" is less accurate than what

might be called a "domestic political dividend."

In For a discussion of the potential spill-over effects
or consequences of a peace dividend for the economy, see
Appendix D.



APPENDIX A

Data Sources

Cross National Data:

Partisan placement are based on the opinions of the following

specialists:

Joe Adams United States
Francis G. Castles Australia
Robert Cox Belgium
Constantine Danopoulos (not used) Greece
David Wilsford France
Eric Einhorn Norway
Eric Einhorn Sweden
Eric Einhorn Denmark
Eric Einhorn Finland
M. Donald Hancock Federal Republic of Germany
John Logue Sweden
John Logue Norway
John Logue .Denmark
John Logue Finland
Rafael Banon Martinez (not used) Spain
John Williams Canada
Barclay and Joan Ward ............•......... United Kingdom
Birol Yeshilada (not used) Turkey

Data on the distribution of seats held by each party

place on a five point, left-right continuum are and placements

for countries where specialists were not utilized were based

on the order and descriptions found in the following sources.

Comparisons between sources indicate that the convention in

presenting tables showing election results are arranged in

left to right patterns. These patterns are consistent with

more detailed descriptions found in many of the sources below:

190



191

1. McHale, Vincent McHale. Political Parties of Europe

2. Mackie, Thomas T., and Richard Rose. The International
Almanac of Electoral History.

3. Banks, Arthur S. ed. Political Handbook of the World. New
York: McGraw-Hill Book Company, 1988.

3. Facts on File (various issues)

4 Keesing's Contemporary Archives (various issues)

Demographic and economic data were obtained from the following

sources:

1. World Tables (various editions)

2. Alvarez, Michael R., Geoffrey Garrett, and Peter Lange.
"Government Partisanship, Labor Organization, and
Macroeconomic Performance." American Political Science
Review 85, no. 2 (June 1991): 539-56.

3. U.N. Demographic Yearbook (various editions)

4. Summer, Robert., and Alan Heston. "A New Set of Interna
tional Comparison of Real Product and Price for 130
Countries, 1950-1985." Income and Wealth 34 (1988): 1-25.

5. International Labour Organization, Year Book of Labour
Statistics (various years) .

Cross-national budget data are taken from:

1. OECD Social Expenditures 1960-1990: Problems of Growth
and Control. Paris: Organization for Economic Cooperation
and Development, 1985.

2. u. S. Arms Control and Disarmament Agency. World Military
Expenditures and Arms Transfers (various years) .

3. Arbetman, Marina. WESTUP (data set based on IMP esti
mates) .

4. International Monetary Fund, Government Finance Statis
tics (various years) .

u.S. Data:
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Political data on the United States were obtained from:

1. Ornstein, Norman J., Thomas E. Mann, and Michael J.
Malbin. Vital Statistics on Congress, 1987-1988.

2. Congressional Quarterly's Guide to Congress.

3. Davidson, Roger H., and Walter J. Oleszek. Congress and
Its Members.

4. Shaffer, William R. Partv and Ideology in the United
States Congress.

U.S. Budget data are taken from:

1. Budget of the United States Government: Fiscal Year 1991.

2. Budget of the United States Government: Fiscal Year 1992.

Demographic and economic data are taken from:

1. Bogue, Donald J. Populations of the United States.

2. Statistical Abstracts of the United States (various
years) .

Data on battle deaths were taken from:

1. Statistical Abstracts of the United States (various
years) .

2. "Army Battle Casualties and Nonbattle Deaths in World War
II: Final Report."

3. Meid, Pat and James M. Yingling. Operations in West Korea:
U.S. Marine Operations in Korea 1950-1953.



APPENDIX B

Questionnaire Construction

In collaboration with Professors Marina Arbetman and M.

Donald Hancock, the questionnaires were send to country

specialist. The questionnaires listed the parties and initial

placements, corrections to these placements were requested.

The following example is for Canada.

Belou are the ideological posltlons selected (in bold
characters) for each party during the period 1955-1985. ~lease

review this infor~ation for your coun~ry.

KeY:
RL Radical Left
HL Hoderate Lef:
cor Cen~er

HR Hoderate Right
RR Radical Right

~lease note any revisions in the existing data by circling the
position uhich better approximates the ideological character of the
party .To expedite data entry. return the completed form on or
before June 15. 1991.

CANADA

Neu Democratic 1955 RL HL CT HR RR
(ND~) 1960 RL ilL CT IIR RR

1965 RL ilL CT IIR RR
1970 RL ilL CT IIR RR
1975 RL ilL CT IIR RR
1980 RL ilL CT IIR RR
1985 RL ilL CT IIR RR
1990 RL ilL CT IIR RR

Liberal ~arty 1955 RL ilL CT IlR RR
(LI?) 1960 RL ilL CT IIR RR

1965 RL ilL CT IlR RR
1970 RL ilL CT IIR RR
1975 RL ilL CT IIR RR
1980 RL ilL CT IIR RR
1985 RL ilL CT IIR RR
1990 RL ilL CT IIR RR

~rogressive Conservative 1955 RL ilL CT HR RR
(I?CI?) 1960 RL ilL CT HR RR

1965 RL ilL CT IIR RR
1970 RL ilL CT IlR RR
1975 RL HL CT IlR RR
1980 RL ilL CT IlR RR
1985 RL ilL CT IlR RR
1990 RL ilL CT IlR RR

Ralli:!ent des 1965 RL HL CT Hit RR
Creditistes

Social Credit 1960 RL ilL CT IIR RR
(SC~) 1965 RL HL CT Hit RR

1970 RL ilL CT HIl RR
1975 RL HL CT HR RR

193
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APPENDIX C

Measurements: An Agenda for Research

The common perception that the Reagan's presidency was

somehow different raises questions about the nature of

presidential partisanship and ideology. Reagan has been

associated with the right wing of the Republican party as

opposed to party moderates. This assessment of his position

suggests that gradations of liberalism and conservatism

within each of the parties might be reflected in presiden-

tial leadership. Impressionistic comparisons of Eisenhower,

Nixon and Reagan suggest that the ideological positions of

presidents might be measured by their public speeches.

As a war hero, whose professional career in the mili-

tary was marked by the experience of pulling together Allied

generals, Eisenhower was not renowned for his outspoken

opinions. While his vice president, Richard Nixon, bated

the Soviet leader Nikita Khrushchev, and Ronald Reagan aided

in the efforts of McCarthy-era demagogues in black-balling

members of the entertainment industry, Eisenhower might be

best remembered as the man who coined the expression "mili-

tary industrial c0I:ClPlex," in his farewell address. Despite

the cornmon characterization of military men as bureaucrats

indoctrinated in the interests of the military, Eisenhower

warned against military expansion. Though surely a conser-

194
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vative, Eisenhower cannot be remembered as an ideologue.

Moreover, he was not a professional politician, which might

otherwise have contributed to more pronounced ideological

convictions.

By comparison, Richard Nixon participated in more

overtly ideological debate. Meeting with Khrushchev in

celebrated public appearances, Nixon made himself known for

his anti-Communist views. But as president, Nixon opened

relations with China, and began the period of detente with

the Soviet Union. He seemed willing to modify his views

according to circumstance.

Reagan, on the other hand, seemed to be consistently

more provocative in his rhetoric and less willing to modify

his position according to circumstance. By comparison to

either Nixon, or his successor, President Bush, Reagan

seemed less apt to accept Soviet overtures. In many ways,

Reagan might be the quintessential "Cold Warrior." Using

phrases like "evil empire," Reagan seemed intent upon keep

ing superpower rivalry alive. One wonders what Reagan might

have said as president, in the wake of the Tianamen Square

incident in 1989. Would he have been as restrained as his

successor? Even Democrats in Congress complained that Bush

was too soft on the Chinese. Would Reagan have been so

docile?

The problem of measuring presidential intentions points

to where this kind of research should be aimed. Measurement

is the central problem. Perhaps a measure of the ideologi-
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cal position of a president could be developed using content

analysis of their public speeches. Coding schemes similar

to those employed in the work of Ian Budge and others might

allow us to compare presidents in ideological terms .170

Factor analysis of such data might yield interval-level

measures of a liberal conservative dimension in presidential

rhetoric.

Just as congressional parties vary in their unity,

presidents may be more or less consistent in their rhetoric.

American parties are not monoliths, and presidents of the

same party may be as dissimilar as members of the House or

Senate in their orientations. If such measures could be

developed, the predictive utility of the models might be

improved.

Based on the work of congressional scholars and survey

researchers, I postulated that Democrats are "to the left"

of Republicans. Perhaps Reagan represented the limit of

what the "Right" means in the United States. In a sense, he

may be a kind of baseline, or bench mark, by which other

political actors may be positioned. Further research on

this subject needs to be done before the positions of presi

dents can be compared longitudinally.

170 See Budge, Robertson and Hearl, Ideology, Strategy and
Party Change, 456-67; Ian Budge and Richard I. Hofferbert.
"Mandates and Policy Outputs."



197

More innovative methods of measuring political inten

tions are desperately needed in this area of research.

Counting parliamentary seats is not sufficient. More dis

criminating instruments are required to advance research in

this area.

Measurement is not the only problem encountered in

analyzing the influence of parties on budgets. Theories of

political processes and institutions need to be conceptual

ized in such a way that systematic research of this kind can

proceed in a cumulative manner. Unfortunately most institu

tional studies do not deal with the problem of developing

measurements of structures or processes. Structural con

straints are widely perceived, but rarely given operational

definitions. Of course, these things are difficult to

operationalize, but many scholars have noted that there are

frequently sequential decisions that recur on a regular

basis. Formal theorist have developed a wide array of

analytical tools for solving sequential games, but fewer

deal with the empirical problem of operationalizing con

cepts.

Turning to the dependent variable, this study has shown

the utility of measuring trade-offs directly. I believe

that the measures used in this study are the very best

available. The Berry-Lowery formula is a major contribution

to the field in providing a direct measure of a trade-off.
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Hypothesizing about the existence of trade-offs simply gets

nowhere. The potential uses for this measure have not been

exhausted here. The instrument is equally applicable to the

other side of the budgetary equation: revenues.

Preliminary analyses of the sources of taxes promise to

be as interesting as the analysis of expenditures. Both

benefits and burdens are rendered more tractable to analysis

using this instrument. Not only does the Berry-Lowery

conceptualization provide a good foundation for developing

theories about the determinants of trade-offs, but it also

provides an excellent foundation for analyzing the effects

of trade-offs in a more coherent way (See Appendix D) .



APPENDIX D

Related Findings

In analyzing the models used in this study, I stumbled

upon a rather peculiar problem. Confounding results threat

ened the leave me without any firm conclusions. Something

strange was going on, but I didn't know what. Solving this

problem furnished a pleasant surprise.

War, Trade-offs and Unemployment

In examining the determinants of trade-offs in the

federal budget I included, as a control variable, the rate

of unemployment, in the belief that the economic condition

of the country might impinge on the way that allocations are

made, especially with respect to certain kinds of domestic

spending. Berry and Lowery include the percent of people

below the poverty line (as I do without results). Seeing a

need to which a left-leaning politician might be sensitive,

I tested models using unemployment as a control.

Unemployment seemed to have a strong influence on the

values of other parameters in many of the models I tested,

but its effect varied from one period to another in a con

fusing pattern.

Reconsidering the relationship between unemployment and

trade-offs, I examined the pattern directly. The trends are

shown below.
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Returning to the literature on the subject of trade

offs, I noted that Ron Smith had found a positive correla

tion with defense burdens and the unemployment level. l71

Smith's findings, however, did not hold in cross-national

statistical tests. 172 In fact, the United States, along

with the United Kingdom, is considered an outlier in being

one of the few countries where this relationship holds.

As the domestic trade-off increases so does unemploy-

171 See Ron P. Smith, "Military Expenditures and Capitalism, "
Cambridge Journal of Economics 1 (1977): 61-76.

172 See Chan, "Defense Spending and the Economy," 407.
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ment, or so it seemed during some periods. Looking closer,

I noticed that the relationship reverses -during wars.

Following this observation I constructed a model, with

unemployment as a dependent instead of independent variable.

Two independent variables were included in an initial model:

the domestic trade-off and a dummy variable for wartime

(i.e., any year with battle deaths as reported by the

Department of Defense). Results of exploratory analyses

were very good.

Several specifications to the initial model were

tested, including lags of one and two years. Results are

much weaker under any specification other than a simulta-

neous model.

Following the advice of Professor Jacek Kugler, I

partitioned the variance between wartime trade-offs and

peacetime trade-offs, coding the counter circumstance as

zero (i.e, wartime trade-offs equal zero if no battle

deaths, peacetime trade-offs equal zero if battle deaths are

greater than zero). This procedure separates the trade-offs

occurring during wartime from those occurring during peace-

time for the purpose of ascertaining whether both wartime

and peacetime tradeoffs are significant.

Table 17 reports the results of this specification:
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TABLE 17

Explaining Unemployment

Model 1

1950-1989 1951-1989

Variable OLS CORe
Regression Regression

Constant 5.62*** 5.68***
(0.1773) (0.2173)

Peacetime Trade-off 0.0118*** 0.0098***
(0.0021) (0.0071)

Wartime Trade-off -0.0078*** -0.0076***
(0.0018) (0.0019)

Adjusted R2 = .57 .48
Durbin-Watson = 1.23

N = 40 39

Standard errors are reported in parentheses.
Standardized coefficients from OLS are .61 for peacetime
trade-off and -.44 for wartime trade-offs.
* Significant at the .05 level
** Significant at the .01 level
*** Significant at the .001 level

Given that the impact of the trade-off between defense

and domestic spending on unemployment in one year may depend

on the level of unemployment during the previous year I

modified the model to include the previous year's unemploy

ment. Adding the previous year's unemployment rate to the

equation, the results are even better. The results of this

modification to the initial model are reported in the

following Table:
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Table 18

Explaining Unemployment

Model 2

1950-1989 1951-1989

Variable OLS CORC
Regression Regression

Constant 3.11*** 5.68***
(O.63) (26.16)

Peacetime Trade-off 0.0073*** 0.0098***
(O.0020) (O.0021)

Wartime Trade-off -0.0057** -0.0056**
(O.0016) (O.0022)

Unemployment It-l) 0.4519*** 0.4351***
(O.109)

Adjusted R2 = .71 .66
Durbin-Watson = n/a

N = 39 38

Standard errors are reoorted in oarentheses.
Standardized coefficients from OLS are .38 for peacetime
trade-off and -.37 for wartime trade-offs, and .45 for
unemployment It-ll •

*
**
***

Significant at the .05 level
Significant at the .01 level
Significant at the .001 level

The prediction is improved, with the trade-off vari

ables continuing to be significant and in the direction

initially observed. Figure 23 shows the fit of the model's

prediction with actual rates of unemployment:
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With these results in hand, I turned to the question of

whether trade-offs in other countries also resulted in

unemployment. No general relationship could be found.

Recalling the patterns shown at the end of Chapter II,

I suspect that there is no cross-national pattern because

most advanced industrial countries simply do not vary in the

way they distribute their resources. In this light, Smith's

findings make sense. Fluctuations in defense vis-a-vis

domestic spending are practically nil in most of the other

countries I examined.

In the cross-national data I did not find a relation-
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ship between trade-offs and unemployment, but then I do not

currently have data on comparable "discretionary domestic

spending." Gathering comparable data on this variable is

the next step in this line of research.

If Iny" suspicions are correct, it is not the "burden"

that "causes" unemployment. Instead, it is the change in

the distribution of resources.

At present, I can only speculate on the mechanisms

through which such relationships might be produced. An

examination of the multiplier effects of each kind of

expenditure might explain this finding. Previous research

indicates that this may be the case .173

One thing worth noting is that the relationship that I

have found is a relationship between marginal changes in the

budget and the employment of people who are probably at the

economic margins themselves. Rates of unemployment are

disproportionate between people of different races and

levels of educational attainment. People who are at lower

end of the socio-economic ladder are the ones most likely to

be affected by marginal changes in the econoIny".

Much more work needs to be done on this matter. The

model itself might be refined by using more narrowly defined

trade-offs. These findings are very encouraging for the

development of research in this area. This whole of area

F".. _.

173 See Chan, "Impact of Defense Spending."
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research is greatly enhanced by the use of a measure of the

distribution, or split among budget items.

Moreover, the implications of this finding are very

powerful. If American parties are responsible for generat

ing trade-offs in budget allocations, then they are also

responsible for producing the rate of unemployment. Further

research on this matter is warranted.

Based soley on the fit of this model, if the trade-off

during 1991 and 1992 is toward defense, as I expect it will

be when data on that period is available, it should explain

the high rate of unemployment that exists at the time this

study is being written. While combat deaths totaled more

than 200 for the Gulf War, there was no draft in effect as

there had been during World War II, and the Korean and

Vietnam Wars. For this reason, I would expect trade-offs

during the Gulf War to act in the same way as a peacetime

trade-off.
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