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Abstract: 

This paper tests the self-interest hypothesis arguing that macroeconomic and social 

conditions affect popular demand for redistribution. The paper analyzes data from four 

waves of the European Social Survey and use a synthetic cohort design to generate 

pseudo panel data for socio-demographic groups that are matched over time. Findings 

from fixed effect models suggest that (1) macroeconomic and social conditions affect 

the demand for redistribution; (2) results are mostly consistent with the self-interest and 

governmental protection hypotheses claiming that agents demand more redistribution in 

economically hard times (and vice versa in good times); and (3) the effect of 

macroeconomic and social conditions on the demand for redistribution are highly non-

linear. 
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Why do people support income redistribution? Comparative research suggests that 

popular demand for redistribution is correlated with exposure to social risks at the 

individual level, for example unemployment or poor health (e.g., Andress & Heien, 

2001; Jæger, 2006a; Rehm, 2009) and with social risks at the country level, for example 

poor economic conditions and inadequate social security coverage (e.g., Durr, 1993; 

Fraile & Ferrer, 2005; Blekesaune, 2007; Finseraas, 2009).  

While there is compelling evidence that individual-level characteristics 

such as income and social class position are correlated with the demand for 

redistribution, the evidence on a direct effect of country-level macroeconomic and 

social characteristics on the demand for redistribution is much less convincing. In this 

paper I propose a new test of the hypothesis that the demand for redistribution is 

affected by macroeconomic and social conditions. Theoretically, I draw on the self-

interest hypothesis arguing that individuals are risk-averse and that the demand for 

redistribution reflects risk exposure at the individual and national level. Empirically, I 

propose an alternative identification strategy which addresses two important limitations 

in existing research. 

The first limitation in existing research concerns low numbers of 

observations at the country level. Given that comparative datasets include only a 

relatively small number of countries (typically below 30) there is limited variation in 

empirical indicators measuring macroeconomic and social conditions. This limitation 

means that there may be insufficient variation to credibly identify effects of country-

level variables on individual-level outcomes. This paper extends previous research by, 

in addition to variation across countries in indicators of macroeconomic and social 
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conditions, also exploiting variation within countries over time in these indicators. This 

approach, which is explained in detail below, adds an extra source of variation at the 

country level and increases sample size. 

The second limitation in existing comparative research arises from the fact 

that it relies almost exclusively on cross-sectional data. Cross-sectional research is 

particularly vulnerable to omitted variable bias. This bias arises when country-level 

variables are correlated with unobserved characteristics of countries which also affect 

the demand for redistribution. For example, while total social expenditure as a 

percentage of GDP is most often interpreted as measuring the overall “size” of the 

welfare state, it is likely that social expenditure is correlated with unobserved political 

or cultural characteristics of countries which also affect the demand for redistribution 

(for example, the strength of left-wing political parties or cultural beliefs about 

deservingness). Omitted variable bias means that, instead of capturing the effect of the 

size of the welfare state on the demand for redistribution, the effect of social 

expenditure also indirectly picks up the influence of unobserved country characteristics. 

Omitted variable bias might help to explain the very different effects of macroeconomic 

and social conditions on the demand for redistribution reported in previous research 

(e.g., Blekesaune & Quadagno, 2003; Fraile & Ferrer, 2005; Jæger, 2006b; Busemeyer, 

Goerres, & Weschle, 2009; Finseraas, 2009; Dallinger, 2010; Dion & Birchfield, 2010; 

Goerres & Tepe, 2010; Jakobsen, 2010a). 

This paper combines data on more than 30 countries from four waves of 

the European Social Survey (ESS, data collected 2002, 2004, 2006, and 2008) with a 

synthetic cohort design to address the empirical limitations in existing previous research 
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described above. Previous research uses either a cross-sectional design with inference at 

the individual level (e.g., Blekesaune & Quadagno, 2003; Dallinger, 2010) or a 

longitudinal design with inference at the country level (e.g., Durr, 1993; Blekesaune, 

2007; Lübker, 2007; Kenworthy & McCall, 2008). In this paper I take a middle ground 

and analyze how macroeconomic and social conditions at the country level affect the 

demand for distribution at the level of socio-demographic groups. In the absence of 

comparative panel data at the level of individuals, my identification strategy builds on 

matching groups of individuals over time that are observationally identical with respect 

to their level of education, social class position, and age. I propose a 3 x 3 x 3 

classification of education, social class, and age which yields 27 distinct socio-

demographic groups within each ESS country and time period. Based on the self-

interest hypothesis, I argue that individuals within socio-demographic groups face 

similar social risks and, as a consequence, they are assumed to develop similar demands 

for redistribution. 

My research design has several advantages over previous research. First, I 

construct pseudo panel data at the level of socio-demographic groups. In the empirical 

analysis I observe more than 2,500 group-by-year observations nested in 31 countries. 

Second, the availability of panel data for socio-demographic groups and countries 

allows me to address the problem of omitted variable bias. My country-level variables 

vary both across countries and over time. I use this variation to estimate fixed effect 

models which control for fixed, unobserved characteristics of countries and socio-

demographic groups. I show in the empirical analysis that controlling for country and 

group fixed effects has a significant impact on my substantive conclusions. Finally, 

most previous research assumes that the effect of macroeconomic and social conditions 
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on the demand for redistribution is linear. I test for (and find evidence of) non-linear 

effects. 

 

What Explains the Demand for Redistribution? 

Two sets of theories have been proposed to explain individual-level variation in the 

demand for redistribution: ideology and self-interest (Bowles & Gintis, 2000; Rehm, 

2009). The ideology hypothesis claims that political socialization shapes individuals’ 

core values (for example, left-right or conservative vs. progressive orientation), which 

in turn affect operational attitudes such as the demand for redistribution and beliefs 

about redistributive justice (e.g., Franklin, 1984; Fong, 2001; Oorschot, 2002). By 

contrast, the self-interest hypothesis claims that the demand for redistribution reflects 

individuals’ socioeconomic position and their exposure to social risks (e.g., Kangas, 

1997; Jæger, 2006a; Rehm, 2009). There is also a comparative literature which studies 

how contextual factors, for example macroeconomic conditions and income inequality, 

affect the demand for redistribution at the individual level. Below, I review this 

literature and discuss its relevance for the present study. 

 

The Self-Interest Hypothesis 

In this paper I test a generalized version of the self-interest hypothesis. The core 

assumptions in this hypothesis are that, first, individuals are utility-maximizing agents 

who derive utility from minimizing exposure to social risks (loss of income, negative 

health shocks, etc.) and, second, agents’ objective conditions shape their social policy 
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preferences. Thus, agents are risk averse and regard income redistribution as a type of 

social insurance which offers protection against income loss and social vulnerability 

(e.g., Kangas, 1997; Bowles & Gintis, 2000). Empirical research supports the self-

interest hypothesis since the demand for redistribution is correlated with indicators of 

contemporaneous risk exposure such as low income, unemployment, and poor health 

(Svallfors, 1997; Linos & West, 2003; Rehm, 2009). Some studies also hypothesize that 

past exposure to social risk and personal experience with social security systems shape 

social policy preferences (e.g., Kumlin, 2004), as do also rational expectations about 

future risk exposure (for example the risk of unemployment due to industry downsizing 

or prospects of future upward social mobility, e.g., Piketty, 1995; Alesina, Glaeser, & 

Sacerdote, 2001; Bénabou & Ok, 2001). Consequently, the demand for redistribution 

may reflect (beliefs about) past, present, and future social risks. 

 

National Context and the Demand for Redistribution 

The self-interest hypothesis is straightforward at the individual level. However, this 

hypothesis may also be extended to explaining how risk-averse agents respond to 

changes in local and national macroeconomic and social conditions. For example, one 

would expect that utility-maximizing agents respond to deteriorating macroeconomic 

and social conditions by demanding more redistribution and respond to improving 

conditions by demanding less redistribution (e.g., Sihvo & Uusitalo, 1995; Dallinger, 

2010).
1
 Blekesaune (2007) refers to this mechanism as the “governmental protection 

                                                           
1
 Several studies have found that social policy preferences are correlated with economic and social 

characteristics of sub-national contexts, for example characteristics of local municipalities (e.g., 

Blomberg & Kroll, 1999; Sevä, 2009). 
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hypothesis,” which suggests that governments shelter individuals from adverse 

economic and social conditions. Theoretical models in political economy also predict 

that agents respond to increasing income inequality by demanding more redistribution 

(e.g., Meltzer & Richard, 1981; Iversen & Soskice, 2001). 

 Several studies have analyzed the link between contextual characteristics and the 

demand for redistribution at the individual level. Results provide mixed support for the 

hypothesis that the demand for redistribution reflects macroeconomic and social 

conditions. First, studies find that levels of unemployment are positively correlated with 

the demand for redistribution (Blekesaune & Quadagno, 2003; Fraile & Ferrer, 2005; 

Dallinger, 2010). Second, studies also find that total social expenditure as a percentage 

of GDP is positively correlated with the demand for redistribution (Jæger, 2006b; 

Finseraas, 2009; Dallinger, 2010). Third, studies find that the level of income 

inequality, typically measured via the GINI coefficient, is negatively correlated with the 

demand for redistribution (Finseraas, 2009; Dallinger, 2010; Dion & Birchfield, 2010).
2
 

Results for the link between macro-level unemployment and the demand for 

redistribution support the self-interest hypothesis while results for income inequality do 

not. The positive correlation between social expenditure and the demand for 

redistribution is often interpreted as reflecting a socializing effect of welfare regimes on 

attitudes (i.e., countries with high levels of social expenditure have a “pro-welfare” 

culture and, as a consequence, foster a demand for redistribution). 

 

                                                           
2
 Results from studies which analyze aggregate (rather than individual-level) data on income inequality 

and the demand for redistribution are inconclusive. Bowles and Gintis (2000) find a negative relationship 

between income inequality and the demand for redistribution; Meltzer and Richard (1981) and Aalberg 

(2003) find a weak positive relationship; and Lübker (2007) and Kenworthy and McCall (2008) find no 

relationship. These studies, however, differ significantly in terms of data and methods. 
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Individual- and Group-Level Risk Profiles 

A key assumption in this paper is that individuals with similar socio-demographic 

characteristics, for example level of education, social class position, and age, face 

similar social risks and, as a consequence, they develop similar demands for 

redistribution. The self-interest hypothesis provides theoretical justification for this 

assumption and, in the absence of panel data at the individual level, empirical 

justification for aggregating individuals into groups based on observable socio-

demographic characteristics. Existing research also builds on the idea that individuals 

belong to groups with conflicting interests. For example, one group of studies argues 

that social classes face different structural conditions and develop different demands for 

redistribution (e.g., Svallfors, 1997; Linos & West, 2003; Svallfors, 2004). Another 

group of studies argues that individuals in different occupations and industries face 

different exposure to global competition and, as a consequence, they develop different 

demands for distribution (e.g., Iversen & Soskice, 2001; Rehm, 2009). Finally, a third 

group of studies argues that individuals belonging to different age groups, in particular 

net “receivers” (for example, students and pensioners living off public transfers) and net 

“payers” (for example, taxpayers currently active in the labor market), have different 

objective conditions and interests (e.g., Svallfors, 2008; Busemeyer, Goerres, & 

Weschle, 2009; Goerres & Tepe, 2010). Consequently, previous research suggests that 

socioeconomic and demographic groups differ systematically with respect to exposure 

to social risks and the demand for redistribution. 

 

Hypotheses 
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The main hypothesis to be tested in the empirical analysis is that macroeconomic and 

social conditions at the level of countries affect the demand for redistribution at the 

level of socio-demographic groups. Based on the self-interest and governmental 

protection hypotheses, I expect that socio-demographic groups that are vulnerable in 

poor macroeconomic and social conditions, for example in times with high 

unemployment, income inequality, and consumer prices, express a stronger demand for 

redistribution compared to socio-demographic groups in advantaged socioeconomic 

positions. Existing cross-sectional research provides “snapshot” evidence that 

differences across countries in macroeconomic conditions at one point in time are 

correlated with the demand for redistribution. In the empirical analysis I include five 

country-level indicators which measure unemployment, consumer prices, GDP growth, 

income inequality (the GINI coefficient), and total social expenditure as a percentage of 

GDP. Although far from exhaustive, these indicators capture important aspects of 

countries’ macroeconomic and social conditions.  

Most previous research assumes that the effect of country-level 

macroeconomic and social conditions on the demand for redistribution is linear. 

However, there is no a priori theoretical reason for assuming that the effects of country-

level variables are linear. In the empirical analysis I allow for a flexible specification of 

non-linear effects by including polynomials up the fifth order for each of the country-

level variables. 

 

Data and Variables 
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I analyze data from four waves of the European Social Survey (ESS). The ESS is a 

comparative survey with representative samples of the adult population in more than 30 

European countries. So far, ESS data has been collected in 2002, 2004, 2006, and 2008. 

The ESS is well-suited for this research because it includes an item measuring 

respondents’ support for redistribution in all four waves, thereby providing repeated 

cross-sectional information on popular demand for redistribution.  

 

Constructing Socio-Demographic Groups 

The ESS and other comparative surveys do not include panel data, i.e., repeated 

observations of the same individual over time. Instead, I use the ESS to construct group-

level pseudo panel data comprised from groups with identical socio-demographic 

characteristics (e.g., Verbeek, 1995; Girma, 2000). The idea behind this approach is to 

construct socio-demographic groups which differ with respect to social risk exposure 

due to factors such as (lacking) educational qualifications, (precarious) labor market 

position, and (old) age and, furthermore, to match these groups over time within 

countries. The ESS data includes information on respondents’ level of education (years 

of completed schooling), social class position (based on ISCO88 occupational codes) 

and age.
3
 I use a 3 x 3 x 3 classification of level of education, social class position, and 

age to construct 27 socio-demographic groups for each country and time period. My 

                                                           
3
 The ESS records respondents’ household income using a 12-point bracketed scale (10-point scale in the 

2008 wave). Unfortunately, the income scale measures household income in absolute amounts (income 

brackets in Euros), which means that income distributions differ significantly across European countries. 

This design makes the income variable problematic in a comparative context. Instead, I use the income 

variable as a control variable at the group level. This approach is less problematic since most of my 

substantive analysis is based on a fixed effect approach which relies exclusively on within-group (and 

country) variation in income. 
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classification is designed to maximize variation in social risk exposure across groups 

while at the same time – and taking the typical sample size for each ESS country and 

wave (about 1,000-2,000 respondents) into account – ensuring that (almost) all 27 

groups are represented in each country and time period. 

Many different criteria can be used to recode respectively education, 

social class, and age into analytically meaningful groups. In the present analysis I rely 

on results from social mobility research to distinguish important socio-demographic 

cleavages. With respect to education, my three-fold classification distinguishes 

respondents with up to and including nine years of schooling (capturing respondents 

who have completed primary education and who typically left school around age 16), 

respondents with 10-12 years of schooling (capturing respondents who have completed 

secondary-level education, for example high school), and respondents with more than 

12 years of schooling (capturing respondents who have completed some type of tertiary-

level education, for example university). With respect to social class, I apply the widely 

used EGP social class scheme (see Erikson & Goldthorpe, 1992) to map ISCO88 

occupations into classes and distinguish between the managerial class (EGP class I and 

II, i.e., higher/lower-level managers), the middle class (EGP class III and IV, i.e., 

routine non-manual occupations and the self-employed), and the working class (EGP 

class V-VII, i.e., skilled and unskilled workers).
4
 Finally, with respect to age I 

distinguish between respondents age 18-35 (i.e., young people and people in the early 

                                                           
4
 Instead of the categorical EGP class scheme, I have also recoded ISCO88 occupations into ISEI 

(International Socioeconomic Index) scores (see Ganzeboom, de Graaf, Treiman, & de Leeuw, 1992). 

The ISEI is a continuous measure of the relative social status of occupations. When dividing the 

distribution of ISEI scores into terciles I get almost the same classification as when using the EGP 

classification. Consequently, it is of little empirical significance whether I use the EGP or the ISEI. 

However, I prefer to use the EGP class scheme because this scheme is most often used in existing public 

opinion research.   

mailto:espanet2011@uv.es


 

 
Universitat de València - ERI POLIBIENESTAR.  

Edificio Institutos-Campus de Tarongers. Calle Serpis, 29. 46022. Valencia.  
Phone: (+34) 96.162.54.12– C.I.F. Q4618001-D 

Email: espanet2011@uv.es 

Page 14 of 14 

stages of their career), age 36-54 (i.e., people typically in the core labor force), and age 

55 and up (i.e., people late in their career and people who have left the labor market). 

With a total of 31 ESS countries (see Table A1 for a list of which countries participated 

in each ESS wave), 27 socio-demographic groups per country, and four time points the 

maximum number of observations is 3,348 (31 x 27 x 4). However, because not all 

countries participate in all ESS waves and because not all socio-demographic groups are 

represented at each time point, my actual number of observations is 2,645. Table 1 

shows descriptive statistics for all variables used in the analysis. 

 

– TABLE 1 HERE –  

 

Dependent Variable 

The dependent variable is based on an item asked in all four ESS waves which taps 

respondents’ demand for redistribution. Respondents were asked to state their level of 

agreement with the statement: "The government should take measures to reduce 

differences in income levels." The response categories are: (1) "disagree strongly," (2) 

"disagree," (3) "neither agree nor disagree," (4) "agree," and (5) "strongly agree." The 

dependent variable used in the empirical analysis aggregates respondents’ answers on 

this item by socio-demographic group (“Don’t know” answers were treated as missing 

values). Consequently, the dependent variable measures mean demand for redistribution 

for each socio-demographic group. 
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Explanatory Variables 

I include two sets of explanatory variables: group-level variables and country-level 

variables. At the group level I include three variables: the score on an ESS item 

measuring subjective left/right orientation (based on a 1-10 scale with higher values 

indicating more left-wing orientation); relative share of women in percent; and 

household income (a categorical 1-10 scale measuring income in Euros). These 

variables are not of substantive interest but are included as controls.
5
 

 I include five variables at the country level. Each variable is measured in each 

year of ESS data collection, i.e., 2002, 2004, 2006, and 2008 (exceptions apply due to 

data limitations, see Table A1 for detailed information). Since my period of observation 

is comparatively short (2002-2008), I include country-level variables which may be 

expected to vary over this relatively short period of time.
6
 The first variable measures 

the unemployment rate as percentage of the total labor force (data from Eurostat). The 

second variable measures the annual change in the Harmonized Index of Consumer 

Prices (HICP) relative to the base year 2005 (with 2005 = 100; data from Eurostat). The 

third variable measures the percent wise change in GDP relative to the previous year 

(data from Eurostat). These three variables are intended to capture short-term change in 

macroeconomic conditions and in consumer prices. The fourth variable measures the 

GINI coefficient, i.e., a measure of income inequality (data from the World Inequality 

Database, see UNU-WIDER, 2008). Finally, the fifth variable measures total 

                                                           
5
 I could include more group-level variables, but since the fixed effects model described below controls 

for all fixed characteristics of groups I only include time-varying variables which might be of relevance. 
6
 Previous studies have included different variables capturing countries' political institutions, health care 

and educational systems, and religious and ethnic fractionalization. Unfortunately, there is insufficient 

cross-time variation in these types of variables to be useful in the present analysis. Furthermore, cross-

national differences in these more or less stable characteristics are captured by the country fixed effects. 
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expenditure on social protection as percentage of GDP (data from Eurostat). Variables 

four and five are intended to capture changes in social conditions and in levels of social 

protection. 

 In the empirical analysis I also include dummy variables for survey year to 

capture time trends. 

 

Empirical Approach 

The objective of the analysis is to analyze the effect of macroeconomic and social 

conditions on the demand for redistribution. Unlike previous research which analyzes 

individual outcomes, I use socio-demographic groups as my lowest unit of observation. 

My baseline specification is a linear regression model of the form 

 

 1 2ijt ijt jt j ij ijty x z c g          (1) 

 

where ijty  is demand for redistribution in socio-demographic group i (i = 1,…,N) in 

country j (j = 1,…,31) at time t (t = 2002, 2004, 2006, 2008), ijtx  is a vector of group-

specific variables which vary both across groups, countries, and over time, and jtz  is a 

vector of country-level variables (capturing macroeconomic and social conditions) 

which vary across countries and (within countries) over time. The vectors of regression 

coefficients   ( 1,2  ) capture the effect of the x and z variables. In addition, the 
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model includes the overall intercept , the country fixed effect jc , the group fixed 

effect ijg , and the error term ijt  which summarizes the effect of unobserved group- and 

country-specific variables which affect the demand for redistribution. 

Equation (1) describes a multilevel structure with repeated observations of 

socio-demographic groups nested within countries. My principal interest is to estimate 

the effect of the country-level variables z on the demand for redistribution, i.e., 2 . My 

country-level variables vary both across countries and over time (index j and t). Time-

varying country-level variables allow me to address the problem of omitted variable 

bias. This bias arises when observed country-level variables are correlated with omitted 

country-level variables which also affect the demand for redistribution. For example, in 

cross-sectional research the effect of, say, total social expenditure as percentage of GDP 

might capture not only the effect of the size of the welfare but also the effect of omitted 

country-level characteristics which are correlated with, but substantively different from, 

social expenditure (for example cultural or political factors). The availability of time-

varying country-level (and group-level) variables allows me to estimate fixed effect 

models which control for unobserved characteristics of countries and socio-

demographic groups. The principal advantage of the fixed effect approach is that, unlike 

the random effect multilevel model which has been used extensively in previous 

research (e.g., Blekesaune & Quadagno, 2003; Jæger, 2006b; Jakobsen 2010a), it 

provides consistent estimates of 2 even if the country-level variables are correlated 

with omitted country-level characteristics (Wooldridge, 2002). In order to estimate the 

fixed effect model, I rearrange Equation (1) by subtracting over-time means for the x 

and z variables 
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which can be expressed more compactly using a difference operator as 

  

 1 2 .ijt ijt jt ijty x z        (3) 

 

The fixed effect model in Equation (3) differences out the country- and group-specific 

effects jc and ijg , which is equivalent to controlling for fixed unobserved 

characteristics of each country and socio-demographic.
 7

 It is important to point out that 

the fixed effect model is not dynamic in the sense of explaining changes in the demand 

for redistribution by changes in macroeconomic and social conditions. This type of 

analysis requires a dynamic approach which is beyond the scope of this paper (e.g., 

Wawro, 2002) and, consequently, results from the fixed effects model should 

interpreted in the same way as a cross-sectional Ordinary Least Squares (OLS) 

regression model. In the empirical analysis I estimate the fixed effect model in Equation 

(3) and extend this model specification to allow for non-linear effects of the country-

                                                           
7
 Another way of estimating the fixed effect model in Equation (3) would be to estimate Equation (1) and 

include dummy variables for all 31 countries, dummy variables for all 27 socio-demographic groups, and 

dummy variables for all possible combinations of countries and socio-demographic groups (i.e., a total of 

31 x 27 = 837 dummy variables). This approach would also control for country- and group-specific 

effects. However, it can be shown that this estimator produces biased standard errors (e.g., Wooldridge, 

2002).  
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level variables on the demand for redistribution. Specifically, I include polynomials (up 

to fifth order) for all z variables to test for non-linear effects in a flexible way. I estimate 

all models using Stata. 

 

Results 

This section presents results from the empirical analysis. First, I present results from a 

simple variance decomposition model to calculate the relative importance of cross-

country and cross-time variation in the demand for redistribution. Second, I compare 

results from baseline Ordinary Least Squares (OLS) and fixed effect regression models. 

Third, I present results from fixed effect models which allow for non-linear effects of 

country-level variables. 

 In the first part of the analysis I present results from a simple variance 

decomposition model. The idea is to obtain baseline estimates of the relative importance 

of variation across countries in the demand for redistribution versus variation within 

socio-demographic groups over time. I run the model specified in Equation (1) 

(observations nested within groups and groups nested within countries) as a standard 

multilevel model without any explanatory variables. This model decomposes the total 

variation in the demand for redistribution into three components: (1) variation across 

countries, (2) variation within socio-demographic groups (within countries) over time, 

and (3) variation across socio-demographic groups and countries (i.e., residual 

variation). I calculate the Inter Class Correlation (ICC), which can be interpreted as the 

average correlation in the demand for redistribution among observations belonging to 
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the same level of nesting (countries and socio-demographic groups) or as the amount of 

the total variation which can be attributed to each level. 

My variance decomposition analysis shows that variation across countries 

accounts for 49.2 percent of the total variation in the demand for redistribution, while 

variation within socio-demographic groups accounts for 15.6 percent. Consequently, 

most of the variation in the demand for redistribution is between countries. It is 

important to keep in mind that my ICCs cannot be directly compared to those reported 

in previous studies because I use socio-demographic groups and not individuals as my 

lowest unit of observation. Notably, my estimate of the ICC at the level of countries is 

much higher than that reported in previous studies using individual-level data (most 

studies report an ICC of .05-.15) while my estimate for the ICC at the level of groups is 

much lower.
8
 

 

– TABLE 2 HERE – 

 

Table 2 shows results from regression models predicting the demand for 

redistribution as a function of the group-level and country-level variables. The table 

                                                           
8
 Only very few studies analyze individual-level panel data, and consequently, little evidence exists on the 

within-individual ICC in the demand for redistribution. Jæger (2006a) analyzes two-wave Canadian panel 

data (collected in respectively 2000/2001 and 2002/2003) and reports a “short-term” ICC of .69 for a 

binary (yes/no) dependent variable measuring agreement with the statement that “the government should 

reduce income differences between rich and poor.” Similarly, a “long-term” ICC can be calculated for 

respondents in the Danish part of the European Values Study who participated in two or three waves 

(1990, 1999, and 2008). Respondents were asked to express their demand for redistribution on a 1-10 

scale where 1 was labeled “there should be greater incentives for individual effort” and was 10 labeled 

“income should be made more equal.” The long-term ICC with respect to this item is .313. 
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shows regression estimates from three different model specifications: (1) pooled OLS, 

(2) fixed effect, and (3) fixed effect with polynomials for some country-level variables. 

 The baseline OLS model in column 1 pools data from all four ESS waves and 

utilizes all available variation in the data, i.e., variation across countries and variation 

within and across socio-demographic groups. Results from the group-level variables 

suggest that increasing left-wing orientation is associated with higher demand for 

redistribution, while higher income is associated with lower demand for redistribution. 

Research using individual-level data reports similar findings. Results for the country-

level variables suggest positive effects of unemployment, GDP, and GINI levels on the 

demand for redistribution and negative effects of consumer prices and social 

expenditure. I do not analyze these findings in detail because they serve mainly as 

benchmark estimates for the analysis that follows. 

 Results from the fixed effect model in column 2 differ substantially from those 

from the OLS model. An important limitation in the baseline OLS model (and the types 

of models used in most previous research) is that the country-level variables are likely 

to be correlated with unobserved characteristics of countries (cultural, political, etc.) 

which also affect the demand for redistribution. If this is the case my estimates of the 

effect of the observed country-level variables may be misleading because they (also) 

indirectly measure these unobserved characteristics. In the fixed effect models I rely 

exclusively on cross-time variation; i.e., I rely on the 15.6 percent of the total variation 

in the demand for redistribution which can be attributed exclusively to cross-time 

variation. This strategy means that I control for unobserved characteristics of socio-

demographic groups and countries. 
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Results for the group-level variables in column 2 in Table 2 suggest that 

increasing left-wing orientation and share of women in a socio-demographic group has a 

positive effect on the demand for redistribution, while higher income has a negative 

effect. These results are similar to those reported in previous research using individual-

level data. Results for the country-level variables suggest that macroeconomic and 

social conditions have little impact on the demand for redistribution. Compared to the 

baseline OLS model, results from the fixed effect model indicate that unemployment, 

GDP growth, income inequality (GINI), and social expenditure do not affect the 

demand for redistribution. These results are in contrast with previous cross-sectional 

research which finds statistically significant effects of these variables (see Blekesaune 

& Quadagno, 2003; Fraile & Ferrer, 2005; Jæger, 2006b; Blekesaune, 2007; Finseraas, 

2009; Dallinger, 2010; Dion & Birchfield, 2010). Among the five country-level 

variables only total social expenditure as percentage of GDP has a negative effect on the 

demand for redistribution. An increase of one standard deviation in total social 

expenditure is associated with a decrease in the demand for redistribution of -.060, 

which is equivalent to about 14 percent of a standard deviation in the distribution of the 

demand for redistribution. This result contradicts cross-sectional research which usually 

finds that the demand for redistribution increases with total social expenditure. I modify 

this result below. 

The fixed effect model assumes a linear effect of the country-level 

variables on the demand for redistribution. However, there are no theoretical reasons for 

assuming a linear effect of macroeconomic and social conditions on the demand for 

redistribution. For example, Jæger (2006b) finds a curvilinear relationship between total 

social expenditure and the demand for redistribution and Dallinger (2010) finds the 
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same type of relationship for the GINI coefficient. These results suggest that the effects 

of macroeconomic and social conditions may vary across the range of plausible values 

for these conditions and, in particular, that effects may be increasing/decreasing at 

extreme values. In order to test for non-linear effects of the country-level variables I 

have rerun the fixed effect model and included polynomial terms (up to the fifth order) 

for each of the country-level variables. This model specification allows for a highly 

flexible specification of non-linear effects. 

Column 3 in Table 2 shows results from this model after I remove non-

significant polynomial terms from the model. I find clear evidence of non-linear effects 

of GDP change, GINI, and social expenditure on the demand for redistribution. I find no 

evidence of non-linear effects for unemployment (not significant) and consumer prices 

(highly significant). The positive (linear) effect of consumer prices on the demand for 

redistribution is in line with the self-interest and governmental protection hypotheses 

and indicates that higher consumer prices (which reduce consumption possibilities and 

economic well-being) leads to a higher demand for redistribution. The substantive effect 

is also quite large: an increase of one standard deviation in consumer prices leads to an 

increase of .151 in the demand for redistribution (which is equivalent to about 35 

percent of a standard deviation in the distribution of the demand for redistribution). 

The non-linear effects of GDP, GINI, and social expenditure are difficult 

to interpret directly from regression coefficients. Instead, I use the estimates from the 

model to calculate the predicted demand for redistribution as a function of each variable 

while holding all other (group- and country-level) variables constant at their means. 

Figure 1-3 illustrate the effects of GDP growth, GINI, and total social expenditure on 

mailto:espanet2011@uv.es


 

 
Universitat de València - ERI POLIBIENESTAR.  

Edificio Institutos-Campus de Tarongers. Calle Serpis, 29. 46022. Valencia.  
Phone: (+34) 96.162.54.12– C.I.F. Q4618001-D 

Email: espanet2011@uv.es 

Page 24 of 24 

the demand for redistribution. The figures show the predicted demand for redistribution 

from both the baseline fixed effect model (estimates shown in column 2 in Table 2, 

dotted lines in the figures) and the fixed effect model with polynomials (estimates 

shown in column 3, solid lines in the figures). When interpreting Figure 1-3 it is 

important to keep in mind that the fixed effect model exclusively uses variation within 

countries (and socio-demographic groups) over time to identify the effect of the 

country-level variables on the demand for redistribution. Thus, the fixed effect model 

discards all cross-sectional variation and, in doing so, it does not identify absolute levels 

of demand for redistribution (to see this, observe that Equation 3 does not include an 

overall intercept). Consequently, the effects which are illustrated in Figure 1-3 are 

(arbitrarily) centered around zero and are expressed in the scale of the dependent 

variable.  

 

– FIGURE 1-3 HERE –  

 

 Figure 1 shows the effect of GDP growth on the demand for redistribution, as 

represented by the fifth-order polynomial in column three of Table 2. The figure 

suggests that there is a negative effect of GDP growth on the demand for redistribution 

at negative rates of growth (minus two percent to around zero percent), practically no 

effect at low levels of growth (from zero percent to around two percent), and (again) a 

negative effect at high levels of growth (two percent onward). These results indicate that 

high levels of economic growth - both positive and negative - have a negative effect on 
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the demand for redistribution, while moderate growth is unrelated to popular demand 

for redistribution. Substantively, it may be that public opinion becomes more polarized 

in extreme macroeconomic climates, either when individuals become more exposed to 

socioeconomic risks (in a recession) or when they benefit from a booming economy. 

The negative effect of GDP at high levels of growth is consistent with the self-interest 

and governmental protection hypotheses: People will demand less redistribution in good 

times because they feel economically secure and are likely oppose the higher tax burden 

required to finance further redistribution (e.g., Dallinger, 2010; Finseraas, 2010). The 

negative effect of GDP in bad times is more difficult to interpret, but it could capture 

the same type of mechanism kicking in when economy is on the path to recovery.  

 Figure 2 shows the effect of GINI on the demand for redistribution. I find a 

positive (but insignificant) effect in the baseline fixed effect model. Figure 2 suggests 

that the effect of GINI on the demand for redistribution follows a U-shaped curve. 

There is a negative effect at below-mean levels of income inequality (mean GINI is 

30.7) and a positive effect at above-mean levels of income inequality. This result may 

indicate that people in very equal societies do not consider an increase in income 

inequality from an already low level a threat to their socioeconomic well-being. By 

contrast, in countries with above-mean inequality an increase in GINI may fuel popular 

demand for higher redistribution. Consequently, the public in highly unequal societies 

may be more aware of the potentially negative consequences of increasing income 

inequality. This result supports the self-interest hypothesis arguing that (some) people 

respond to increasing inequality by demanding more redistribution (cf. Meltzer and 

Richard, 1981; Finseraas, 2009). 
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 Figure 3 shows the effect of social expenditure as percentage of GDP on the 

demand for redistribution. Results from the baseline fixed effect model suggest a 

negative effect of social expenditure on the demand for redistribution. This result is at 

odds with previous cross-sectional research which finds a positive correlation between 

social expenditure and the demand for redistribution (e.g,, Jæger, 2006b; Dallinger, 

2010; Jakobsen, 2010b). Figure 3 indicates that the negative effect of social expenditure 

on the demand for redistribution is very strong in low-spending “Liberal” countries 

(Esping-Andersen, 1990) and less dramatic in high-spending countries. Why are my 

results different from those in previous cross-sectional research? One explanation might 

be that previous cross-sectional research is affected by omitted-variable bias: high-

spending countries have other characteristics (political, cultural, etc.) which have a 

positive impact on the demand for redistribution and which are implicitly picked up by 

the social spending variable. My results suggest that increasing social spending leads to 

lower rather than to higher demand for redistribution, especially in low-spending 

Liberal countries. This result is consistent with the self-interest hypothesis that tax 

payers (and especially those in Liberal countries) respond to increasing social spending 

(and potentially higher taxation) by demanding less redistribution. 

 

Discussion 

The aim of this paper is to analyze the effect of macroeconomic and social conditions 

on popular demand for redistribution. Specifically, the paper wants to test the self-

interest and governmental protection hypotheses stating that popular demand for 

redistribution reflects level of exposure to social risks. Previous comparative research 
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relies on cross-sectional data and research methods which are susceptible to omitted 

variable bias. This paper uses a synthetic cohort design and data from the European 

Social Survey to match socio-demographic groups of observationally identical 

respondents across 31 countries and four time points (2002, 2004, 2006, and 2008). The 

key advantages of this design are that, first, it increases sample size at the level of 

countries and, second, it enables me to estimate fixed effect models which control for 

unobserved characteristics of socio-demographic groups and countries. 

 Results from the empirical analysis provide some support for the self-interest 

and governmental protection hypotheses. At the level of socio-demographic groups I 

find that an increase in the relative share of women leads to a higher demand for 

redistribution while an increase in income leads to a decrease in the demand for 

redistribution. These results are consistent with the self-interest hypothesis. I also find 

that the demand for redistribution is partly driven by changing macroeconomic and 

social conditions. High (both positive and negative) economic growth has a negative 

effect on the demand for redistribution, while higher consumer prices have a positive 

effect. These findings suggest that socio-demographic groups adjust their demand for 

redistribution in light of changing economic conditions. Results for changes in social 

conditions are more complex. I find that increases in income inequality (GINI) lead to 

less demand for redistribution in equal countries and more demand for redistribution in 

unequal societies. This result suggests that risk-averse agents do not regard rising 

inequality as a problem if levels of income inequality in a country are low, while the 

opposite scenario holds true in countries with high levels of income inequality. Finally, 

my results for social expenditure suggest that, first, increasing expenditure has a 
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negative effect on the demand for redistribution and, second, the negative effect in 

particularly strong in low-spending “Liberal” countries. 

 Results from this analysis feed into the literature which seeks to identify factors 

that drive the demand for redistribution. First, my analysis provides empirical evidence 

that agents respond to changing macro conditions by adjusting their demand for 

redistribution. This result supports the core assumption in the self-interest hypothesis 

that agents seek to minimize exposure to social risk. Furthermore, unlike most previous 

research my results are based on longitudinal data. Second, my analysis shows that 

cross-sectional estimates of the effect of country-level variables on the demand for 

redistribution are affected by omitted-variable bias. In most cases results from the cross-

sectional OLS model are very different from result from the arguably more robust fixed 

effect model. These substantive differences highlight the identification problem 

associated with including country-level variables as predictors in cross-sectional 

analysis. 

Several limitations in the present analysis should also be highlighted. The 

most important limitation is that I use pseudo panel data rather than true panel data. 

Unfortunately, there is no way of addressing this limitation because no individual-level 

comparative panel data exist at present. The consequence of using pseudo panel data is 

that statistical inference is much weaker than desired. Furthermore, the unit of 

observation is not the individual but aggregate groups of individuals who are identical 

in some dimensions (education, social class, age group) but may be very different in 

others. In terms of methodology, while robust the fixed effect model is inefficient 

because it relies exclusively on cross-time variation and disregards cross-sectional 
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variation. This means that I only use parts of the variation in my data. The benefit of the 

fixed effect model is that it corrects for correlations between the country-level variables 

and unobserved, permanent characteristics of countries. Consequently, my estimates of 

the effect of the country-level variables on the demand for redistribution should be 

considered lower-bound or conservative estimates of the true effects. 
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Table 1. Descriptive Statistics. Means with Standard Deviations in Parenthesis 

Year 2002  2004  2006  2008  

  N  N  N  N 

Demand for 

redistribution 

3.79 

(0.44) 

588 3.87 (0.46) 673 3.92 (0.40) 662 3.89 (0.42) 721 

         

Left/right scale 5.95 

(0.77) 

589 5.90 (0.75) 673 5.87 (0.71) 660 5.79 (0.80) 717 

Share of women 0.52 

(0.18) 

589 0.54 (0.19) 673 0.55 (0.20) 662 0.55 (0.20) 721 

Income group 5.19 

(1.33) 

507 5.06 (1.47) 617 5.03 (1.68) 555 5.43 (1.50) 638 

         

Unemployment  6.98 

(3.74) 

589 7.95 (3.84) 673 6.93 (2.74) 662 6.29 (2.61) 721 

Consumer Prices  93.51 

(2.71) 

535 97.52 

(1.35) 

619 102.98 

(1.75) 

610 112.70 

(8.67) 

641 

GDP 2.76 

(2.22) 

589 3.28 (2.78) 673 3.84 (2.82) 662 5.03 (4.25) 721 

GINI 29.47 

(4.38) 

589 30.66 

(5.47) 

673 31.20 

(5.73) 

662 31.37 (6.09) 721 

Social 

expenditure 

25.07 

(4.24) 

589 23.93 

(5.80) 

673 22.44 

(6.19) 

662 21.29 (6.52) 721 

         

No. countries  22  25  25  28 

Note: N counts socio-demographic group x country observations. 
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Table 2. Results from Regressions of the Demand for Redistribution. 

Unstandardized (B) and Standardized (Beta) Regression Coefficients 

 Pooled OLS Fixed Effect Fixed Effect w. 

Polynomials 

 B Beta B Beta B Beta 

Group-level 

variables: 

      

Left/right scale  0.076 

(0.011)*** 

[0.130]  0.029 

(0.009)** 

 

[0.068] 

 0.036 

(0.009)*** 

[0.084] 

Share of women  0.017 

(0.043) 

[0.007]  0.184 

(0.046)*** 

 

[0.085] 

 0.188 

(0.046)*** 

[0.087] 

Income -0.079 

(0.007)*** 

[-

0.261] 

-0.030 

(0.008)*** 

[-

0.100] 

-0.026 

(0.008)*** 

[-0.086] 

Country-level 

variables: 

      

Unemployment  0.015 

(0.003)*** 

[0.120]  0.001 

(0.004) 

 

[0.006] 

 0.006 

(0.006) 

[0.040] 

Consumer Prices -0.005 

(0.002)* 

[-

0.090] 

-0.001 

(0.001) 

[-

0.018] 

 0.005 

(0.001)*** 

[0.151] 

GDP  0.007 

(0.004)
#
 

[0.048] -0.003 

(0.003) 

[-

0.024] 

-0.060 

(0.013)*** 

[-0.454] 

   GDP
2
      0.051 

(0.006)*** 

[6.905 

   GDP
3
     -0.011 

(0.001)*** 

[-

30.624] 

   GDP
4
      0.001 

(0.000)*** 

[48.507] 

   GDP
5
     -0.00002 

(0.000)*** 

[-

24.508] 

GINI  0.026 

(0.002)*** 

[0.282]  0.006 

(0.004) 

 

[0.035] 

-0.096 

(0.033)** 

[-0.550] 

   GINI
2
      0.002 

(0.0001)** 

[0.543] 

Social expenditure -0.004 

(0.002)
#
 

[-

0.056] 

-0.017 

(.008)* 

[-

0.060] 

-1.967 

(0.914)* 

[-6.979] 

   Social 

expenditure
2
 

     0.124 

(0.061)* 

[22.010] 

   Social 

expenditure
3
 

    -0.003 

(0.002)* 

[-

24.333] 

   Social 

expenditure
4
 

     0.00004 

(0.00002)
#
 

[9.068] 

Adj. R
2
  0.310   0.038   0.074  
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Note: *** p < 0.001, ** p < 0.01, * p < 0.05, 
#
 p < 0.10 (two-sided). Models also 

include dummies for survey year. 

 

  

N  2,128  2,128   2,128  
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Table A1. Summary of Countries and ESS Waves 

Country Wave No. groups Unemployment
b
 HICP

c
 GINI

d
 GDP

a
 SocExp

e
 

AT 2002-2006 27/27/27/NA 1  6 1 1 

BE 2002-2008 27/27/27/26 1  7 1 1 

BU 2006-2008 NA/NA/25/27 1  8 1 1, 21 

CY 2006-2008 NA/NA/25/27 1  9 1 1 

CZ 2002-2004, 2008 26/25/NA/26 1  10 1 1 

DK 2002-2008 27/27/27/27 1  7 1 1 

EE 2004-2008 NA/27/25/27 1  11 1 1 

FI 2002-2008 27/27/27/27 1  12 1 1 

FR 2002-2008 27/27/27/27 1  12 1 1 

GE 2002-2008 27/27/26/26 1  12 1 1 

GR 2002-2004, 2008 27/27/NA/27 1  9 1 1 

HU 2002-2008 26/27/25/26 1  12 1 1 

IE 2002-2006 27/27/27/NA 1  13 1 1 

IS 2002, 2008 27/NA/NA/26 1,4 NA 14 1,2 1, 22 

IT 2002-2004 26/27/NA/NA 1  7 1 1 

LA 2006-2008 NA/NA/27/26 1  12 1 1 

LX 2002-2004 27/27/NA/NA 1  7 1 1 

NL 2002-2008 27/27/27/27 1  12 1 1 

NO 2002-2008 27/27/27/27 1  15 1 1 

PO 2002-2008 25/27/26/25 1  16 1 1 

PR 2002-2008 27/27/27/27 1  17 1 1 

RO 2006-2008 NA/NA/27/27 1  12 1 1 

RU 2006-2008 NA/NA/25/27 4 NA 18 1,3 23 

SK 2004-2008 NA/27/27/27 1  12 1 1 

SI 2002-2008 27/27/27/27 1  18 1 1 
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SP 2002-2008 27/27/27/27 1  12 1 1 

SE 2002-2008 27/27/26/27 1  12 1 1 

CH 2002-2008 27/27/27/27 1,4 5 19 1 1 

TU 2004, 2008 NA/27/NA/27 1,2  20 1 1, 24 

UA 2004-2008 NA/27/27/27 1,4 NA 12 1,4 1, 25 

UK 2002-2008 27/27/27/27 1  9 1 1 

Notes on definitions and data sources: 
a
 GDP at market prices, price index change on 

last period. Source: Eurostat; 
b
 Unemployed as % of total labor force. Source: Eurostat; 

c
 Harmonized Indices of Consumer Prices. 2005 = 100. Source: Eurostat; 

d
 GINI 

coefficient. Source: World Inequality Database; 
e
 Expenditure on social protection as % 

of GDP. Source: Eurostat. Notes on data availability and alternative sources: NA = data 

not available; 
1
 Substitutes data for 2008 with 2007; 

2
 Source all years: 

http://www.worldwide-tax.com; 
3
 Source all years: http://www.tradingeconomics.com; 

4
 

Source all years: http://www.indexmundi.com; 
5
 Data available for 2006 and 2008 only; 

6
 Data for all years is from 2000; 

7 
Substitutes data for 2002 with 2001 and data from 

2008 with 2006; 
8 
Source for 2008 is Wikipedia; 

9 
Substitutes data for 2002 with 2003 

and data from 2008 with 2006; 
10 

Substitutes data for 2002 with 2003 and data from 

2008 with 2006; 
11

 Substitutes data for 2006 with 2005. Source for 2008 is Wikipedia; 
12

 Substitutes data for 2008 with 2006; 
13

 Substitutes data for 2002 with 2001. Source 

for 2008 is Wikipedia; 
14

 Substitutes data for 2002 with 2001 and data for 2006 with 

2005. Source for 2005 is http://www.Nationmaster.com. Source for 2008 is 

http://www.indexmundi.com; 
15

 Substitutes data for 2004 and 2006 with 2005. Source 

for 2005 is http://www.Nationmaster.com. Source for 2008 is Wikipedia; 
16

 Substitutes 

data for 2004 and 2006 with 2005 and data from 2008 with 2006; 
17

 Substitutes data for 

2002 with 2001 and data from 2008 with 2007. Source for 2007 is Wikipedia; 
18

 Source 

for 2008 is Wikipedia; 
19

 Source for 2006 and 2008 is Wikipedia; 
20

 Substitutes data 

from 2006 with 2003 and data from 2008 with 2007. Source for 2007 is Wikipedia; 
21

 

Substitutes data from 2004 with 2005. Source for 2002 is Beleva and Tzanov (2008). 
22

 

Substitutes data from 2002 with 2002 and data for 2004 with 2005. 
23

 Substitutes data 

for 2004 with 2002. Source for 2002 is World Bank (2006: 138). Source for 2006 and 

2008 is World Bank (2011: 8) (2011: 8). 
24

 Substitutes data for 2002 and 2004 with 

2005. Source for 2004-2008 is OECD Social Expenditure Database. 
25

 Source for all 

years is from ILO Social Security Department (Indicator E1-b). 
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