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Abstract

The issue of skill formation features prominently in the literature on the political
economy of redistribution. But surprisingly, the study of the micro foundations
of education policy preferences has largely been ignored so far. This paper
provides a first step in this direction, relying on survey data for a large number
of OCED countries. Challenging the assumptions of established political economy
models of the formation of education preferences, it is shown that the individual
position on the income scale is not a strong predictor of support for increasing
public spending on education. The reason for this non-finding is that the
association between income and preferences varies across countries and
institutional contexts. The core hypothesis of the paper is that levels of economic
inequality and the degree of stratification of the education system strongly affect
and shape the redistributive political economy of education on the micro level.
The empirical part of the paper employs a two-stage hierarchical model
specification to provide evidence for this claim.



Redistribution and the Political Economy of Education:
An Analysis of Individual Preferences in OECD Countries

1. Introduction

While the issue of skill formation increasingly occupies a prominent place
in the political economy of redistribution (Iversen 2005; Iversen and Soskice
2001, 2009), the literature has surprisingly largely ignored the study of
individual-level preferences on education policy and their interaction with
macro variables so far. For one, comparative welfare state research has
produced important insights into the micro and macro level determinants of
social policy preferences (Arts and Gelissen 2001; Blekesaune and Quadagno
2003; Corneo and Griiner 2002; Fong 2001; Hasenfeld and Rafferty 1989; Jaeger
2009; Lynch and Myrskylda 2009; Scheve and Stasavage 2006), but education is
not regularly regarded as part of the welfare state package. Scholarship in the
sociology of education, on the other hand, is more concerned with studying the
determinants of actual educational choices and attainment (Becker and Hecken
2009; Breen and Goldthorpe 1997; Breen and Jonsson 2005; Breen et al. 2009),
than the preferences of individuals on policies as such. Thus, simply from an
empirical point of view, this paper addresses an important research gap by
studying the micro and macro level determinants of individual-preferences on
public investments in education.

From a more theoretical perspective, the present paper contributes to an
ongoing debate about the role of education in the political economy of
redistribution. Starting with the seminal contribution of Meltzer and Richard
(Meltzer and Richard 1981), scholarship in political economy has deduced the
individual preferences for redistribution from the individuals’ position in the
distribution of incomes/skills. Work by Boix (1997, 1998) and Ansell (2008)
applies this modeling framework to the study of education. However, whether
the individual income position influences preferences or not should not be
treated as an assumption, but is a question open to empirical investigation. And
in fact, as my analysis will show, the individual income position does not have a
lot of explanatory power as a determinant of education policy preferences,

because the association between income and support for increasing public



education spending varies significantly across countries and institutional
contexts.

Two macro variables are found to have a strong impact on individual-
level preferences for investments in education: the degree of economic
inequality and the degree of stratification of the education system. Higher
inequality increases the support for public education spending, and turns the
conflict over public investments in education into a conflict about redistribution
from the rich to the poor. In more egalitarian countries, however, wealthy people
are more likely to support the expansion of public education, because in these
contexts, investments in education are regarded as the “lesser evil” by the higher
income classes as they are less redistributive than other kinds of social policies.
When education systems are stratified, class differentials in educational
attainment and access to higher levels of education are large. I find that the
support for expanding public education spending is higher in stratified systems,
because the expansion of public education might help to mitigate class biases.
Interestingly, individuals in higher income classes in stratified education systems
are more supportive of increasing public education spending, because these
investments are more likely to benefit the upper income classes than in systems
with high levels of educational mobility.

In addition to examining how macro variables affect the association
between income and spending preferences on the micro level, the paper also
identifies other important positive determinants of education policy preferences
such as a strong educational background, having children, working in the public
sector and self-identification with leftist partisan ideology.

The remainder of the paper is structured as follows: The second section
provides a brief literature review, followed by a more detailed account of the
theoretical framework on the basis of which the hypotheses to be tested are
specified. The fourth section puts the previously developed hypotheses to an
empirical test, relying on survey data for a large number of OECD countries. The

last section discusses the findings in light of the literature and concludes.



2. The political economy of redistribution: Evidence from the macro and
micro level

This paper speaks to and extends three strands of literature: first, studies
on the political economy of redistribution and skill formation; second, literature
in comparative welfare state research on the determinants of attitudes towards
and policy preferences on different kinds of social policy; and third, scholarship
in educational sociology on the impact of class on educational attainment.

Coming back to the first point, our knowledge of the institutional and
partisan factors influencing redistributive politics has expanded significantly in
the last years. The model by Meltzer and Richard (1981) is a popular point of
departure in the pertinent political economy literature as it provides a clear and
compelling thesis: Redistribution is expected to increase with rising levels of
inequality, because, at least in industrial democracies, the poor majority can vote
to tax the rich. However, the association between redistribution and inequality
across countries is not positive as could be expected from the Meltzer and
Richard model, but negative, i.e. levels of redistribution are higher in countries
with a more egalitarian wage distribution (Iversen and Soskice 2009).

By now, the literature provides several explanations for this “Robin Hood
paradox.” Iversen and Soskice (2006, 2009) argue that the set-up of the political
system, in particular electoral institutions, shapes redistributive politics and
outcomes. Other contributions to the literature have shown that the
centralization of wage bargaining lowers inequality (Wallerstein 1999) as does
government partisanship under certain conditions (Pontusson et al. 2002;
Bradley et al. 2003; Rueda 2008) and the institutional set-up of the economy
(Rueda and Pontusson 2000).

In addition to work on the macro-level determinants of inequality and
redistribution, scholars have become more interested in exploring the micro
level foundations of redistributive preferences. Again, the Meltzer-Richard
(1981) model provides clear expectations: demand for redistribution should be
decreasing with rising income, i.e. poor people demand more redistribution, rich
people less. Empirically, a large literature studying the determinants of
individual social policy preferences has shown that this statement is essentially

true (despite the negative association between redistribution and inequality on



the macro level). Self-interest, shaped by the individual’s position in the
economy, the labor market and the transfer classes of the welfare state, strongly
affects preferences for different social policies (Hasenfeld and Rafferty 1989;
Corneo and Griiner 2002). Iversen and Soskice show that in addition to income,
individuals with a skill portfolio that is less easily transferable, i.e. more
“specific”, are more supportive of redistribution as a form of insurance against
income loss (Cusack et al. 2006; Iversen and Soskice 2001). Also, individuals who
perceive a greater level of labor market risk in the future demand higher levels
of redistribution (Rehm 2009). Moene and Wallerstein go one step further by
demonstrating that preferences for redistribution can actually increase with
rising income, when certain kinds of income-related social policies provide a
form of insurance against income losses and the demand for this insurance
increases with income (Moene and Wallerstein 2001, 2003). Busemeyer, Goerres
and Weschle (2009) demonstrate how the relative impact of income and age
varies over different kinds of social policies.

But the literature has also found that there are additional factors
explaining the variation in social policy preference above and beyond simple
economic self-interest. For one, ideology and value orientations are important.
This could be the effects of self-identification with partisan ideologies (Papadakis
1993), religious orientations (Scheve and Stasavage 2006) or beliefs in the
“deservingness” of different kinds of recipients of welfare state benefits (Van
Oorschot 2006). An influential argument in this literature is that individuals who
believe that individual economic outcomes are determined by luck rather than
effort are more supportive of redistribution (Corneo and Griiner 2002; Alesina
and Angeletos 2005; Fong 2001).

Scholars have also been interested in whether existing welfare state
institutions shape individual preferences (Arts and Gelissen 2001; Blekesaune
and Quadagno 2003; Kangas 2003; Svallfors 2004, 1997). The expectation is that
support for redistribution is higher in universal welfare states (Rothstein 1998).
So far, the literature did not reach a final verdict on this question, but recent
contributions aided by advances in statistical techniques provides more robust

evidence (Jaeger 2009).



Although there is no study solely concerned with studying the
determinants of education policy preferences, there is, of course, a sizable
literature in sociology studying the individual and institutional determinants of
actual educational attainment, i.e. whether the individuals’ socio-economic
background influences the probability of getting access to higher levels of
education (Breen and Goldthorpe 1997; Becker 2003; Becker and Hecken 2009;
Hillmert and Jacob 2002). But these studies look at choices under constraints
such as individual academic ability and the limited range of options offered by
the respective educational institutions. Studying preferences instead of
educational attainment and access to education, however, allows individuals to
express their preferred choice, deliberately neglecting the constraints relevant in
actual educational choices.

This paper addresses significant gaps in the literatures introduced above:
First, there is, to the best of my knowledge, no study that is primarily concerned
with explaining individual preferences on education policy. Second, the
literature has, if at all, looked at the relationship between skill formation and
welfare states either from a macro level (Estevez-Abe et al. 2001; Iversen and
Stephens 2008) or from a micro level perspective (Iversen and Soskice 2001).
What is missing is an account of how macro-level factors such as economic
inequality and the stratification of the education system interact with and shape

the political economy of education investments on the micro level.

3. Theoretical framework: Determinants of education policy preferences
The following section introduces a theoretical framework in order to
explain individual policy preferences on public education spending. The first
subsection discusses the contradictory expectations on the impact of income on
redistributive preferences in the case of education to be found in existing
approaches. The second subsection then proceeds to resolve these ambiguities
by clarifying how the macro-institutional context shapes the importance of
income as a determinant of preferences over education spending. In the third
subsection, | present auxiliary hypotheses on determinants of preferences

besides income.



3.1 Income as determinant of preferences on the micro level

Building on the contributions of Boix (Boix 1998, 1997), Ben Ansell
(Ansell 2008) has developed the most elaborate model on the formation of
individual preferences over different kinds of higher education so far. Following
the logic of the Meltzer-Richard (1981) model, investments in (higher) education
are evaluated with regard to their distributive consequences for the different
income strata in a given political economy. Consequently, preferences are
derived from the individual’s position on the income scale: When levels of
general enrolment in higher education are low (i.e. access to higher education is
restricted to the wealthy elite), members of the low income classes enter a
formal or informal “ends-against-the-middle” coalition with the rich against the
middle classes, because both oppose the expansion of public subsidies to higher
education (ibid.: 198): the rich because they want to maintain an elitist system
and the poor because they do not want to subsidize a type of education with
limited benefits for them.! However, when levels of enrolment in higher
education increase, more people from the lower income classes get access to
higher education and therefore come to support the expansion and public
subsidization of higher education. Based on this micro model of preference
formation, Ansell then proceeds to demonstrate how the partisan preferences of
leftist parties as proponents of the economic interests of the lower income
classes change depending on the level of enrolment in higher education from
opposing public subsidies for higher education to supporting them (ibid.: 205-
208).

Ansell’s model is an important first step in developing a more
comprehensive theory on the political economy of education, but for the purpose
of the present paper it has two shortcomings: First, Ansell is concerned with
explaining preferences on different kinds of higher education, whereas I am
concerned with preferences on education more generally. Second, Ansell’s model
hints at the importance of macro level variables such as the general level of

enrolment for the formation of preferences, but Ansell is more concerned with

1 In a similar tone, Boix (1998: 37) argued that the supporters of the left in the lower income
classes care more about investments in general education on the primary and secondary level
such as vocational training, although he was not able to show this empirically due to data
limitations.



explaining the impact of educational expansion on the changing partisan politics
of higher education over time, essentially assuming that his micro model of
preference formation works similarly in different countries. In contrast, the
present paper postulates that differences across country contexts fundamentally
shape the redistributive politics over educational investments. Also, Ansell’s
model captures just one particular aspect of educational inequalities - the level
of enrolment in higher education -, whereas [ adopt a broader perspective on the
role of stratification of education systems and look at the distinct impact of
economic inequalities as well.

Coming back to the first point, the redistributive consequences of general
investments in education are much less clear-cut than in the case of higher
education as discussed by Ansell, contributing to ambiguous expectations and
predictions with regard to the impact of income on individual preferences. On
the one hand, it could be argued that the expansion of public education in the
long run contributes to mitigating economic inequalities, in particular when the
alternative is to resort to expensive private education. Therefore, the less well-
off do have an incentive to support increases in public spending on education to
improve the conditions for upward social mobility for their offspring. In contrast,
the wealthy might oppose such efforts, because they would have to pay for these
subsidies in the form of higher taxes and their relatively superior class position
is threatened by the enhanced levels of social mobility (Bernasconi and Profeta
2007).

On the other hand, investments in education only have a very indirect
impact on the inter- and intra-generational redistribution of resources. Hence,
the lower income classes might care more about expanding other social policies
with more immediate redistributive consequences instead of education. The
wealthy, in contrast, could actually support the expansion of public subsidies to
education, because, as a consequence of lingering class biases in access to
education, they expect to benefit from it to a greater extent than from other
social policies (Fernandez and Rogerson 1995). This redistribution from the
poor to the rich is expected to be strongest in the case of public subsidies to
higher education as argued by Ansell (2008). In sum, however, the effects of

income on education preferences are contradictory (Levy 2005) and could cancel



each other out in the aggregate, so that the individual’s income position as such
does not emerge as a significant determinant of preferences for education

spending.

3.2 The impact of the macro level context

In the following, | am going to argue how taking into account the
interaction between micro-level determinants and the macro level context helps
to clear up the ambiguities on the role of income as a determinant of preferences
over education spending. In particular, I highlight the importance of two macro
variables: first, the given level of economic inequality, and, second, the degree of
stratification (i.e. educational inequality) in the education system.

Before I present a more detailed account of the argument, I would like to
point out that levels of inequality in the distribution of wages and income and
the degree of stratification in the education system are not necessarily related. In
the Scandinavian countries, low levels of economic inequality indeed go along
with lower levels of economic inequality and more redistribution (Pfeffer 2008;
Bradley et al. 2003). However, countries such as Germany and Switzerland,
whose education systems are highly stratified (Allmendinger 1989; Pfeffer
2008), exhibit relatively low levels of economic inequality as well. Finally, the
Anglo-Saxon countries combine high levels of economic inequality with
comparatively high levels of educational mobility. Clearly, the relationship
between labor market inequality and educational stratification is not yet well
understood, but the present paper aims to provide at least some new insights
into this puzzling relationship.

When considering the interaction of macro level factors with micro level
dynamics, countries differ with regard to two factors (which become dependent
variables in the second stage of analysis): (predicted) average levels of support
for increases in public spending on education and (estimates of) the impact of
income on preferences. In other words, countries differ with regard to general
levels of support for education spending (see also figure 2) and they differ with
regard to the direction and significance of income as determinant of education
policy preferences. The research question is then to what extent macro level

variables can explain this observed variation.
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First, how do levels of economic inequality affect individual preferences
over education spending? In a context with high economic inequality, public or
private investments in education become both more necessary and more
attractive. They become more necessary, because high levels of inequality are
associated with deregulated labor markets and low levels of protection due to
the lack of generous welfare state programs. Hence, education takes over an
insurance function against income loss akin to social policies in comprehensive
welfare states.2 In addition to being more necessary, high levels of inequality
make costly investments in education more attractive, because they are
associated with higher wage premiums for skill investments. In a political
economy with low levels of inequality, in contrast, incentives to invest in further
education are smaller.

Beyond its impact on levels of support, labor market inequality is
hypothesized to shape the impact of income on education spending preferences.
When levels of economic inequality are low, the rich have a stronger incentive to
support public spending on education. In this case, rich individuals cannot expect
to be able to opt out of public redistribution schemes and they face a decision
between more or less redistributive bundles of public policies. Consequently, the
well-off prefer investments in education, because they are less redistributive
than other social policies such as unemployment insurance. In a context of high
inequality, however, the rich are expected to be more opposed to public
education spending, because there are no large-scale redistribution schemes
forcing them to choose between different kinds of redistributive policies.
Accordingly, the choice is not between increasing public spending for education
or other social policies, but between increasing public spending for education or
not. In this context, the well-off can be expected to oppose further public

spending on education, because despite the lower redistributive potential of

2 However, it should be noted that investments in education are a more indirect form of
insurance against the risk of income loss, because the working age population does not benefit
directly from increased public spending on education (except for spending on further training,
active labor market policies etc.). Therefore, a positive association between economic inequality
and support for education spending probably reflects large-scale historical and political
differences between welfare state regimes (Heidenheimer 1981) rather than different short-term
dynamics in the demand for immediate insurance against income loss in the sense of Moene and
Wallerstein (Moene and Wallerstein 2001).
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education investments, they are still more redistributive than no public spending
atall.

Second, what is the role of stratification of education systems as a
determinant of individual policy preferences? Again, I distinguish between levels
of support for more spending and the impact of income on spending preferences.
Higher levels of stratification of education systems indicate larger class
differentials in access to education, i.e. the effect of parental background on
educational attainment is stronger and educational mobility is lower. As those
effectively excluded from getting access to education are expected to call for
opening up access, | posit that the demand for expanding access to education is
higher in countries with high levels of educational stratification. In the context of
this paper, support for increasing public spending on education should be
regarded as an imperfect proxy for demands to expand access to education.

Whereas the association between labor market inequality and the impact
of income on preferences is expected to be negative (see above), I hypothesize
that educational inequality has a positive impact on the size of the income effect
on the micro level. When the degree of stratification of education is high,
investments in education are more redistributive than in a context where
stratification is low and, as a corollary, educational mobility is high. The rich are
more likely to support public investments in education, when educational
stratification increases the probability that they (or their children, respectively)
will benefit from these investments.

Summing up, I hypothesize the following (see figure 1): The direct impact
of income on support for increases in public education spending is ambiguous,
because it depends on the macro-level context. High levels of labor market
inequality are expected to increase average levels of support for more spending.
Furthermore, the size and direction of the income effect will be more positive as
inequality decreases, i.e. the rich support public investments in education in
contexts of low inequality and they oppose them, when inequality is high.
Furthermore, support for increases in public spending on education is expected
to be higher in stratified education systems, because more people demand the
expansion of access. When the degree of educational stratification is high, the

rich will be more supportive of higher levels of public spending, i.e. there is a
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positive association between educational inequality and the size of the income

effect.

Figure 1: Graphical representation of the main hypotheses.
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3.3 Auxiliary hypotheses and control variables

In the literature on welfare state attitudes cited above, it has been shown
that individuals’ support for different welfare state programs at least in part
hinges on whether they believe they will be beneficiaries of the specific
programs in the future (Hasenfeld and Rafferty 1989). In the case of education,
this kind of self-interest based explanation needs to be modified, because only a
sub-set of the population (e.g. the young, teachers,...) are direct beneficiaries of
increased public provision of educational services - despite the fact that

increases in spending are supported by large majorities in many OECD countries
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(see below, figure 2). Self-interest based explanations of preferences need to be
based on the more indirect benefits/costs of increased investments in education,
e.g. the impact of educational investments on the general productivity of the
economy or the consequences of educational investments for the distribution of
resources in the subsequent generation.

Besides the individual position on the income scale, other factors are
expected to determine education spending preferences on the micro level. Given
the dearth of empirical studies on this, the present paper is also designed to shed
light on the relevant micro-level determinants of preferences.

First of all, while the distributive consequences of public investments in
education might be less clear-cut in the case of income, they are obvious in the
case of age. Young people of all income classes benefit from public investments
in education, whereas older people do not (or at best, indirectly because
investments in education enhance the economic productivity of the society as a
whole) (Gradstein and Kaganovich 2004; Cattaneo and Wolter 2007; Busemeyer
et al. 2009). Therefore, I expect a strong relationship between the individuals’
position in the lifecycle and preferences for education spending.

In a related manner, individuals with children are expected to be more
supportive of increases in public education spending as this benefits them and
their children directly, e.g. by reducing the private share in the financing of their
children’s education. Women have been found to be more supportive of
redistribution than men (Svallfors 1997: 292); therefore, I also look at the
impact of gender on preferences for education spending.

Third, educational background is expected to be a major determinant of
education policy preferences. Since the work of Boudon (Boudon 1974),
scholarship in the sociology of education has repeatedly shown how educational
choices and attainment are shaped by class differentials, in which non-pecuniary
resources such as social and cultural capital are at least as important as
monetary resources. Simply as a result of their larger stock of human capital,
highly educated individuals have an informational advantage over less educated
individuals, e.g. in navigating the obstacles of the education system. Due to the
class bias in access to education, their children are more likely to attend higher

levels of education. Hence, I expect a positive association between individual
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educational background and support for increases in public spending on
education.

Fourth, individuals employed in the public sector will most likely be more
supportive of increasing public education spending, either because this directly
affects their wages and employment position or they support the general
expansion of the public sector. Individuals in education (students, apprentices,
trainees...) can also be expected to be more supportive of increased spending on
education. However, it is less clear, whether those currently unemployed or in
precarious employment support higher education spending. On the one hand,
investments in education might improve their chances of re-employment. On the
other hand, labor market outsiders might prefer direct forms of redistribution
via social transfer over education.

Besides self-interest based on age, household composition, education and
labor market position, another important determinant of spending preferences is
partisan ideology. Ex ante, it is an open question whether the observed
differences in policy output related to government partisanship reflect differing
economic interests of parties’ electoral constituencies or whether partisan
ideologies should be seen as general value orientations (i.e. a “believe in the state
or the market”) that go beyond purely economic interests. The latter seems more
plausible, not only because it is less deterministic than the simple partisan model
based on the aggregation of economic interests and leaves more space for
strategic competition between parties. In times of ubiquitous partisan
dealignment (i.e. the loosening of bonds between the classical electoral
constituencies and “their” parties), remaining differences between partisan
constituencies, in particular when controlling for the impact of socio-economic
variables, should be driven by ideology, not individualistic economic interests.
Hence, I hypothesize that partisan ideology has an independent impact on policy
preferences above and beyond the influence of socio-economic variables. In
particular, self-identification with leftist (rightist) partisanship is expected to be

associated with a preference for more (less) public spending on education.
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4. Empirical Analysis
4.1Data and methods

To keep in line with conventions of scholarship in the field and to make
the results comparable to other work, I rely on data from the recent 2006 wave
of the International Social Survey Programme (ISSP) “Role of Government IV”. In

this survey, respondents were asked the following question:

“Listed below are various areas of government spending. Please show
whether you would like to see more or less government spending in each area.
Remember that if you say ‘much more’, it might require a tax increase to pay for

it.”

“Education” is listed as one of several areas, where government spending
might be increased. The answers of respondents to these questions are coded on
a scale from 1 (spend much more) to 5 (spend much less). To improve on
readability, this scale is then reduced to a binary indicator (spend more or much
more equals 1, spend the same, less or much less equals 0) as well as a scale with
three categories (spend more (3), the same (2) or less(1)) employed in the
robustness checks (see appendix).

This question seems to be reasonably well-suited to measure preferences
for public subsidization of education, but it has several weaknesses that should
be kept in mind in the following analysis. For one, although the wording of the
question mentions the fact that higher spending has to be paid for via tax
increases, the framing of the question and the set-up of the survey in general do
not model very strong budget constraints on spending decisions. Therefore, it
might well be that preferences for spending increases are overstated.
Furthermore, particularly in the case of education, it would be important to ask
about the relative contribution of public and private sources to the funding of
education. The way the question is framed does not allow to distinguish between
the individuals’ willingness to increase (public) spending on education as such or
the relative share of public vis-a-vis private sources.

The countries covered by the survey and included in this analysis are

Australia, Canada, Denmark, Finland, France, Germany, Great Britain, Ireland,
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Japan, New Zealand, the Netherlands, Norway, Portugal, Spain, Sweden,
Switzerland and the United States. I restrict the sample to Western OECD
countries, because the theoretical approaches discussed above are based on the
study of mature welfare states in advanced democracies.

Figure 2 presents some descriptive statistics on the variation of education
policy preferences in the countries under observation. More specifically, figure 2
depicts the share of the respondents who answered “spend more” or “spend
much more” on the question on whether government spending on education
should be increased. As can be seen, there is a large amount of variation in this
variable with the highest-ranking country (Spain, 86.5 percent) scoring almost
twice as much as Finland (43.6 percent), the country at the lower end.
Interestingly, countries such as Finland, Norway, Denmark and Sweden that are
characterized by the highest levels of education spending in international
comparison are to be found at the bottom of the ranking. In contrast, increasing
spending on education is very popular in countries suffering from
underinvestment in education (such as the United States with regard to primary
and secondary education and Germany for higher education). Also, the
Mediterranean countries (Spain and Portugal) are close to or at the very top of
the ranking. Despite these patterns, no clear clustering of countries is

discernible.
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Figure 2: Percentage share of respondents being in favor of “more” or “much

more” government spending on education, ISSP Role of Government IV, 2006.
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The independent variables on the micro level are operationalized as
follows: In the ISSP data, income is given as absolute amounts in national
currency units. In order to create a common measure of Income, 1 calculated
income deciles for the individual countries and then merged these into a joint
variable. Age is simply the respondents’ age. I also include a dummy variable for
retired people in some specifications as an alternative. Education is measured as
the number of years spent in education (in some regressions, this is collapsed
into four groups). This approach is preferable to using specific educational
degrees as ambiguities about the mapping of country-specific degrees to
internationally comparable classifications remain. Having children is captured by
a dummy variable (1=yes, 0=no) and based on a question about household
composition (HHCYCLE). Gender is indicated by a dummy variable as well
(female is equal to 1). Self-identification with Partisan ideology is captured as a
three-categorical variable (1=left; 2=center; 3=right). In some regression
specifications, | include additional control variables. Labor market status is
measured in three categorical variables: retired; student, school, vocational
training, apprentice or trainee; and “outsider”, which equals “1” for those who

are unemployed, employed less than part-time and employed part-time and



feeling that “people like me have no say in what government does” (based on
Q11). Whether an individual is employed in the public sector is included as a
dummy variable (1 indicates employment in the public sector).

As macro level variables, | include levels of economic inequality (Gini
index of household inequality) taken from the Standardized World Income
Inequality Database (Solt 2009). Higher values indicate higher levels of
inequality. To measure educational inequality, I rely on Pfeffer (2008), who
provides a cross-national measure of educational mobility across generations
based on a large sample of more than 38,000 cases and using data from the
OECD International Adult Literacy Survey (IALS). In this measure, higher values
indicate higher levels of educational mobility, i.e. a lower degree of stratification.
Unfortunately, the Pfeffer measure is not available for all countries covered by
the ISSP survey. Therefore, as an alternative, I also use a measure of educational
inequality provided by the OECD (OECD 2007: 87), which captures the odds ratio
that students expect to complete higher education between a person with a
strong socio-economic background to someone with a weak socio-economic
background. In my view, this measure is a less convincing indicator of
stratification than the Pfeffer measure, because it captures only one specific
aspect of educational inequality. Therefore, when possible, I opt for using the
Pfeffer (2008) measure.

With regard to methods, I largely rely on simple logit analyses. Because of
the high share of positive responses in the ISSP question, it seems advisable to
transform the original five-point scale into a binary dependent variable,
indicating support or no support for more spending (see above). Nevertheless, |
also applied ordered logit as well as general ordered logit models3 to the reduced
three-scale variable of spending support. All of the following regression analyses
include country dummies, population weights (as given by the WEIGHT variable
in the ISSP survey) and clustered standard errors.

The effects of macro-level variables are probed by means of two-step
hierarchical estimation (Achen 2005; Duch and Stevenson 2005; Huber et al.

2005; Lewis and Linzer 2005). In the first step of this procedure, separate

3 A significant Brant test indicates that the parallel regression assumption is
violated in the simple ordered logit model. (To be included in the appendix.)
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regressions are run for the individual units (countries). In the second step,
estimates (predicted probabilities as well as coefficient estimates) from the first
step are used as dependent variables in simple OLS regressions. This procedure
is preferable to pooled models with cross-level interactions, because the latter
neglect the uncertainty in estimates stemming from the variation on the macro-
level and therefore implicitly assume that the included country-level variables
can fully explain the variation of micro-level coefficients across units (Lewis and
Linzer 2005; Huber et al. 2005). When the number of observations on the micro
level is high and the number of units on the higher level reasonably small, the
two-step procedure works just as well as more complex Bayesian hierarchical
models (Huber et al. 2005: 366; see Steenbergen and Jones 2002; Western 1998

for an overview over Bayesian approaches to hierarchical modelling).

4.2 Micro level analysis

Table 1 presents the results of the analysis of preferences for education
spending.* The most intriguing finding is that the individual position in the
income distribution does not have an impact on preferences on education
spending. The coefficient estimate for the income variable is far from reaching
conventional levels of statistical significance despite the large sample size and
changes sign across model specifications. Instead of income, other factors
determine individual preferences for education spending.

The strongest and most robust effect is the impact of educational
background on preferences. The longer an individual stayed in school or
university, the higher the support for increased education spending. In the same
vein, those still enjoying the benefits of education (students, apprentices,
trainees...) are more supportive of further increases in government spending.
Also, individuals employed in the public sector support further increases in
public education spending. These findings are reminiscent of the self-interest
thesis of transfer classes in the welfare state literature. Another important

determinant of support for increases in public spending is whether the

4 The inclusion of control variables on labor market status, partisan
identification and public sector employment significantly reduce the size of the
sample. The magnitude and statistical significance of the most important
independent variables, however, remains similar across specifications.

20



respondent has children living in her household. Again, this fits well with the
self-interest hypothesis: Parents are more supportive of increasing public
funding for education than childless individuals.> Another finding in table 1 is
that self-identification with partisan ideologies (left, center, right) is a very
strong and robust determinant of policy preferences above and beyond the
socio-economic variables discussed so far.

The remaining independent variables do not have a strong impact on
support for public education spending. Gender and age do not matter, although,
similar to the effect of [?] income, the pooled estimate might mirror significant
cross-country variation (Busemeyer et al. 2009). Labor market outsiders (the
unemployed and those with temporary or unstable employment) do not care
about increases in education spending. Although further investment in their
skills might benefit their future prospects on the labor market, investments in
initial education and training are a less direct support for them than transfers or
unemployment benefits.

Considering the joint impact of all significant predictors, the predicted
probability of supporting increased government spending on education for a
conservative and little educated man with no children working in the private
sector is 57.05 percent (which is still high, showing that education spending is
popular). For a left-leaning, well-educated, female student with children,
however, the predicted probability is a whopping 87.05 percent. Table 2 present
predicted probabilities for support for increased education spending, depending
on self-identification with partisan ideologies and educational background. Here,
it can clearly be seen that more left-leaning and better educated individuals
support spending increases, while the right-leaning and less educated

individuals prefer less spending.

5 The coefficient estimate for the interaction between having children and
educational background has a negative sign, but fails to reach conventional levels
of statistical significance. This indicates that having children actually lowers the
support of highly educated individuals for more spending on education. Results
can be provided upon request.
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Table 1: Individual level determinants of preferences on education spending.

1) (2) 3) (4)
Dependent Variable More or Much More Public Spending on Education=1
Same or Less Public Spending=0

Income -0.0105 -0.00612 0.000489 0.000739
(0.0153) (0.0216) (0.0195) (0.0269)
Female 0.0736 0.101 0.0400 0.0267
(0.0587) (0.0713) (0.0623) (0.0824)
Education 0.0297***  0.0247***  0.0299***  (0.0285***
(0.00726)  (0.00868) (0.00861) (0.00981)
Having children 0.348***  (0.345*** 0.327*** 0.311***
(0.0667) (0.0666) (0.0700) (0.0647)
Age 0.00183 0.00276
(0.00198) (0.00286)
Partisan -0.341*** -0.315**
identification: Center (0.0926) (0.124)
Partisan -0.508*** -0.520***
identification: Right (0.116) (0.134)
Employed in Public 0.188*** 0.139**
Sector (0.0510) (0.0648)
Retired 0.0895 0.0992
(0.0810) (0.108)
Labor market outsider -0.0648 -0.0620
(0.0945) (0.116)
Student, apprentice... 0.418* 0.230
(0.220) (0.269)
Constant 0.778***  0.856*** 0.961*** 1.142%**
(0.215) (0.155) (0.318) (0.252)
Mc Fadden’s R? 0.07 0.07 0.07 0.07
Observations 17520 9774 12697 7238

Robust standard errors in parentheses
*** n<0.01, ** p<0.05, * p<0.1

Table 2: Predicted probabilities of support for increased education spending,

depending on partisan ID and educational background (years of schooling).

Self-identification with partisan ideology
Years of schooling | Left Center Right
Less than 10 years | 0.7327 0.6788 0.6197
More than 10, less | 0.7639 0.7138 0.6579
than 15 years
More than 15, less | 0.7925 0.7465 0.6942
than 20 years
More than 20 0.8184 0.7765 0.7282
years
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4.3 Macro level analysis

The following section is concerned with analyzing the role of macro-level
variables such as the degree of stratification in education system and social
inequality in the explanation of education policy preferences. Following the two-
step procedure outlined above, I first ran separate regressions on support for
increased public spending on education in the 17 countries included in this
study, controlling for income, gender, age, education, household composition,
public sector employment and partisan self-identification. In the second step, I
use predicted probabilities® and coefficient estimates as (estimated) dependent
variables in the second stage of analysis. The macro-level regressions are simple
OLS regressions with robust standard errors to correct for heteroskedasticity,
which according to Lewis and Linzer (2005: 346) is preferable to WLS or FGLS
regression in small samples.

Tables 3 and 4 present the results of the macro-level regressions. Several
things stand out: First, levels of economic inequality are positively associated
with support for more public spending on education (models 1, 3 and 5 in table
3; see also figure 3). This finding provides strong confirmation of the hypothesis
that general support for investments in education will be higher in more unequal
societies. Going from a Gini coefficient of 24 (roughly the level of Sweden and
Denmark) to 37 (the level of the United States) is predicted to increase average
support for more public spending on education by 20 percentage points, which is
clearly a large effect.

Second, the stratification of the education system has a strong impact on
levels of support for more public spending on education as well. In countries
with low levels of educational mobility, the support for more public investments
in the education system is significantly higher than in countries with high levels
of mobility and, consequently, lower class differentials in educational attainment.

Again, the magnitude of the effect is large: Moving from a value of -0.27

6 In fact, these predicted probabilities are often, though not always quite close to
the simple country aggregate averages of individual responses, when, as is done
in the present case, the independent variables in the underlying logit regression
are set to average levels.
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(Germany) to 0.16 (Denmark) is predicted to lower support for more spending
by about 20 percentage points.

The extraordinary explanatory power of these two variables is evident
from the fact that each can explain a significant part of the variation in predicted
levels of support. The RZ of model 1, including only economic inequality as
predictor, is 0.27. When only including educational mobility, the R2 is even
higher (0.34). Including both variables, the R? increases to 0.76, and despite the
lower number of cases, both variables remain highly significant in statistical
terms.

Using the OECD measure of educational inequality (odds ratios that
students with different socio-economic background expect to complete tertiary
education), I obtain roughly similar results, i.e. higher levels of educational
inequality are associated with more support for expanding public education
spending.” However, the explanatory power of the OECD measure is slightly
weaker than that of the Pfeffer (2008) measure as indicated by lower levels of
statistical significance and smaller increases in R2.

Table 4 contains the results of macro-level analyses of the determinants
of the micro level effect of income on support for more public spending on
education. Again, I find economic inequality and educational mobility to be
strong predictors of the cross-national variation in the association between
income and preferences. In particular, higher levels of economic inequality are
associated with more negative estimates of the effect of income on support for
spending (see also figure 4). In countries with high levels of economic inequality
(see e.g. the position of the US in figure 4), the political economy of public
investments in education follows the logic of the Meltzer-Richards model: Rich
people are opposed to expanding public spending on education, whereas the
poor are supportive. In contrast, rich individuals in countries with low levels of
economic inequality (e.g. see the position of the Scandinavian countries in figure

4) are supportive of public spending on education.

7 The Pfeffer (2008) and the OECD measure have different scales: positive values
on the Pfeffer measure indicate lower stratification, while it is the other way
round for the OECD measure.
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Germany is a conspicuous outlier in figure 4: Here, rich people support
public spending on education to a much stronger extent than rich people in other
countries. The finding of a strong positive impact of educational mobility on the
size of the income coefficient might explain why that is the case. In highly
stratified education systems, public investments in education are much less
redistributive and more to the benefit of higher income classes than in systems
with high levels of mobility. In other words: The rich are more likely to support
the expansion of public investments in education if there is a higher probability
that the wealthy or their offspring will benefit from these investments.

The inclusion of economic inequality and educational mobility as
predictors of the strength and direction of the micro level effect of income on
preferences accounts for an extraordinarily high share of the cross-national
variation of this parameter (R2 equals 0.76). The explanatory power of the OECD
measure of educational inequality is in this case, however, significantly lower
(see models 4 and 5 in table 4). However, the explanatory power of the Pfeffer
(2008) measure of educational mobility is not due to the fact that the sample size
is restricted to eleven cases. Model 5 provides a re-estimation of model 3, using
the OECD measure and restricting the sample to the same countries as in model
3. The coefficient estimate of the OECD measure remains insignificant, indicating
that the significant effect of the Pfeffer (2008) indicates a real and not a spurious

association due to the sample selection bias.
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Table 3: Macro-level determinants of predicted probabilities of supporting more

public spending on education.

Dependent Variable

(1)

2)

©)

(4)

(%)

Predicted probability of supporting more or much more public

spending on education

Economic Inequality

Educational Mobility

Educational Inequality

(OECD measure)
Constant

Observations
R-squared

0.0156%** 0.0183%** 0.0156%**
(0.00475) (0.00510) (0.00435)
-0.451%*%  -0.517***
(0.197)  (0.142)
0.205%*  0.204*
(0.0891)  (0.0971)
0241  0.720%**  0.179 0.326* -0.142
(0.155)  (0.0333)  (0.167)  (0.176)  (0.280)
17 11 11 17 11
0.275 0.344 0.759 0.154 0.429

Robust standard errors in parentheses
*** n<0.01, ** p<0.05, * p<0.1

Table 4: Macro-level determinants of the micro level effect of income on support

for more public spending on education.

1) ) ) 4) (5)
Dependent Variable Estimate of micro level effect of income on support
for more public spending on education
Economic Inequality -0.00761* -0.00903***  -0.00763*  -0.00977**
(0.00394) (0.00222) (0.00426) (0.00308)
Educational Mobility -0.417** -0.384**
(0.153) (0.160)
Educational Inequality 0.126 0.173
(OECD measure) (0.117) (0.153)
Constant 0.247* 0.0600** 0.327*** 0.0111 0.000907
(0.121) (0.0245) (0.0668) (0.238) (0.286)
Observations 17 11 11 17 11
R-squared 0.116 0.522 0.702 0.220 0.479

Robust standard errors in parentheses
Kk p<0_01’ *k p<0.05’ * p<0.1
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Figure 3: The association between levels of economic inequality and support for

more public education spending.
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5. Discussion and conclusions

To sum up the core findings of this paper: Without taking into account the
macro-level context, the individual position on the income scale is not a strong
predictor of preferences for public investments in education. Other factors such
as educational background, having children, working in the public sector and
partisan ideology have much more explanatory power on the micro level than
income as such. However, my analysis has also shown that the weak overall
association between income and preferences masks the significant variation of
this relationship across country contexts. In particular, I find that high levels of
economic inequality are associated with higher levels of support for public
investments in education. Also, a high degree of stratification in the education
system increases support for more spending on education, because the demand
for expanding access and public education in general is higher in countries with
more elitist education systems. Furthermore, the effect of income on support for
spending on the micro level is mediated by macro variables. High levels of
economic inequality are associated with more negative estimates of the income
effect, i.e. rich people in unequal societies oppose public investments in
education, because it is regarded as redistribution from the rich to the poor. In
contrast, rich people in egalitarian societies support public investments in
education, because they are less redistributive than alternative social policies.
Finally, a high degree of stratification in the education system enhances the
support of the rich for public education spending, because they (or their
offspring) benefit to a larger extent from these investments than in systems with
lower levels of educational inequality.

What are the implications of these findings for the broader literature on
the political economy of redistribution? First of all, it became apparent that
preferences on education policies cannot simply be derived by looking at
individuals’ relative income position without taking into account the interaction
between the micro and the macro level. Studying the association between
inequality and preferences for investment in education on the micro level yields
more general insights with relevance for the political economy of redistribution.
Exactly because the association between income and education policy

preferences is ambiguous from a theoretical perspective, it is open to diverse
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sets of institutional “triggers” that can explain how macro contexts shape the
character of redistributive conflicts on the micro level.

Second, the paper has also shown that economic inequality and
educational stratification both have a distinct, although potentially related
impact on welfare state preferences. In this respect, this paper promotes the
reintegration of the study of education into comparative welfare state research
(Iversen and Stephens 2008) by highlighting the fact that levels of economic
inequality, which are themselves related to particular welfare state institutions
and production regimes (Bradley et al. 2003; Rueda and Pontusson 2000), are
significant determinants of education policy preferences. Future research should
further explore the complementarities between education and other welfare

state policies, in particular the role of labor market institutions.
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