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SAVINGS IN PUBLIC SERVICES AFTER THE CRISIS: A MULULEVEL ANALYSIS
OF PUBLIC PREFERENCES IN THE EU27

Abstract

Policy responses to the financial crisis can beiddd into cyclical and anti-cyclical
approaches. The former advocates reducing pubdindipg in times of financial constraints.
The latter approach advocates public spending tstbthe economy. Using multinomial
multilevel analysis on public opinion data from mdhan 20,000 respondents in the 27 EU
member countries, we test a model for citizen pesfees between reducing spending or
savings in public services, and investing in measuo boost the economy. We look at
individual- and country-level determinants of aities to savings in public services, and
concentrate on four groups of explanations: palitdtisaffection, ideology, self-interest, and
macro-economic conditions. It was found that poditi disaffection, as well as the
respondent’s age, education and political oriemtatiave the strongest effects on preferences.
Macro-economic variables, such as a country’s gowent deficit level, public debt or public

expenditure have, surprisingly, no effect on cit&dinancial policy preferences.
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Savings, public services, financial crisis, Euratraeter, public opinion, austerity measures
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SAVINGS IN PUBLIC SERVICES AFTER THE CRISIS: A MULULEVEL ANALYSIS
OF PUBLIC PREFERENCES IN THE EU27

1. Introduction

In this paper we explore citizen preferences irER¥ member countries regarding austerity
measures, and the role of savings in public sesweghin these austerity measures. More
specifically, we look at factors that determine hoitizens make a choice between a
reduction in public spending and public investmémtboost the economy as preferred

financial policy preferences to recover from therasive effects of the global financial crisis.

Since the eruption of the financial crisis, we haeen a gradual, and in the most recent year
an exponential growth in research looking into dffects of the financial crisis on public
services. Various authors have looked into or Hypsised about effects of the crisis on
centralisation of decision making and coordinatiam politicisation (Peters, Pierre &
Randma-Liiv, 2011), on organisational publicnessan@iey, 2010), on decline and
organisational life cycles (Bozeman, 2010), or @vegnment responses (Massey, 2011,
Peters, 2011; Kickert, 2012; Khademian, 2011). Resausterity, demands for more and
better services remain as present as ever (Pa0iti0). The long-term effects of the crisis on
public spending remain to be discovered. Yet, Denand Hood (1989) reviewed effects of
previous cuts in Britain, and found just one ins&f a major cut resulting in long term
reduction in spending. Moore, Baber and Bar{2®10) talk about a ‘loss aversion’ on the
part of citizens to explain their reluctance t@adlcutbacks in services. Citizens need to make
tough choices about what they are willing to samifand what not, and the status quo is
deemed very attractive, even in adverse econommditons. Academic research on citizen
attitudes towards the financial crisis, and govesnmresponses to the crisis more

specifically, is still in its infancy.

In this paper, we use opinion data from the 27 BUhtries on public preferences for savings
in public services vs. public investments in orttieboost the economy. We first review the
literature, develop a theoretical model for empiritesting and then introduce the data from
27 EU countries. Data is analysed looking at botdividual-level and country-level

variables. We then evaluate our findings, limitaicof this study and avenues for further

research. Theoretical and practical implicationthefresults are discussed.
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2. Attitudesto public spending and austerity

We locate this paper within the wider body of reéskan Public Administration and political
science on the (desired) role of government and pifederred size and composition of
government spending. This literature can roughlydiveded into two streams One looks at
attitudes to government intervention in society ahd economy and support for ‘big
government’; the other looks at generic spendingfepences and support for welfare
spending more specifically. Our hypotheses wildbéved from these bodies of research and

will concentrate on ideology, self-interest, patiti disaffection and macro-economic factors.

A large part of the literature relates to publieferences regarding the role of government in
society. As a result of the availability of largaultitcountry opinion datasets such as the
World Values Survey or the International SocialveyrProgramme data, various researchers
have looked at public attitudes towards the sizgafernment, and why some people are
supportive of ‘big government’ than others (see,eBprre & Scarbrough, 1995; Martin,

2011). Political left-right ideology or partisaremtification has been a common factor in such
studies. Other scholars, however, have noticed rsiderable degree of ambivalence in

opinions about the preferred role of governmentri@as, Craig & Martinez, 2008).

A substantial number of related studies has askiErbres where they think government
should spend its money on. This research tradisoespecially established with regard to
welfare spending (Shapiro & Young, 1989; Jacoby94lXConfalonieri & Newton, 1995).

Research on citizens’ spending preferences, botigeimeral and in relation to welfare
spending is suggesting that attitudes may be infled by two major factors. The first
argument emphasizes the role of more general igmalbdispositions in shaping citizens’
preferences. The other emphasizes elements oingelést in the formation of attitudes to

spending.

Both the literature on the scope of government, tonad on attitudes to welfare spending
presume that behind personal ideology lie more énvalue systems which determine right
and wrong in terms of the relationship betweenstiage, the individual and other institutions
(Battaglio & Legge, 2009; 2008; Feldmann & Steegbar 2001; Feldmann & Zaller, 1992).
Numerous studies do support this thesis (Jacol§4;19asenfeld & Raferty, 1989). Using
data from a National Election Study in the US, bgc¢1994), for example, found that
symbolic politics orientation, such as party ideodition or liberal-conservative self-
placement, have a strong impact on citizens’ aiisutoward government spending on social

welfare. Battaglio and Legge (2009; 2008) lookiazen support for electricity and hospital
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privatization across a set of industrialized cadestr They conclude that support for
privatization reforms can be partially explained lay combination of ideological
predispositions and underlying values. Right-legniaspondents were more in favour of

privatization reforms.

Francken (1986) looked into Dutch citizens’ prefexes for public spending, and found such
preferences to be related to political affiliation,line with earlier work by Lewis (1980;
1983; Lewis & Jackson, 1985). Yet this relationtlyadepended on the sector of public
pending. In one of the few existing studies ortwdgs to austerity, Popp and Rudolph (2011)
found that ideology influences support for an eeonitorecovery plan in an experiment, with
conservatives being less supportive. Yet, they d&sod attitudes depended on which

politician (Bush/Obama) actually proposed the plan.

Related to the ideology argument is citizens’ widgtitude to government. Spending
preference is then not just influenced by whetteapbe think government should intervene in
specific issues and areas, but also by whether #uwtyally trust government. Indeed,
perceived government waste is one of the items allyrased in scales to measure political
trust (Craig, Niemi & Silver, 1990). This meansttpeeference for savings in public services
may have little to do with (macro)-economic or bedgy considerations, but with wider
attitudes towards government and its role. Thidlitipal disaffection’ thesis suggests a
positive relationship between political distrustlamti-tax sentiment (Rudolph, 2009: 144) —
if you distrust government, you are more likelythink taxes are too high (Beck & Dye,

1982). still, contrary to expectations, Rudolph Q2P found that political trust actually

increases support for tax cuts (but only among ralsg. He explained this using a trust-as-

heuristic explanation by introducing ideology asadditional variable.

It should be added that while anti-tax attitudetemfreflect low trust in government, such
attitudes are often not absolute. Hadenius, in $ke@search found e.g. that citizens thought
taxes were too high but they expressed a much iposéive attitude to taxes when the
survey question was built on a trade-off betweeresgaid and benefits received (Hadenius,
1985). In a similar way, Giger demonstrated thahtary to popular argument, savings and
retrenchment are not always unpopular (Giger, 20hhd that indeed (welfare state)
‘retrenchment is a popular policy choice for sorogevs’, also when they vote for religious or
liberal parties (Giger & Nelson, 2011)

The other important factor in this regard is setkrest. Ferris (1983) suggests that people

make a cost-benefit calculation when preferringitaatthl or reduced public expenditure.

COCOPS Working Paper No. 8 >



Extra spending is less burdensome for high incoroeps; at the same time, he found that
lower income groups prefer higher public spendim@.ig. housing, or that respondents with
children favour public expenditure in educationlf-8derest thus plays a role — when you are
likely to need or benefit from spending in certaieas, you are more likely to prefer higher
public spending in this area (Brook, Hall & Prestdf97). Support for general cuts in social
spending is relatively low, while there is more pogt for specific cuts (Roller, 1999).
Likewise, support for spending on development &@dréases in times of cuts and is replaced

by local and domestic priorities (Lindstrom & Hens@011).

In the literature on welfare spending, the seléiast argument states that those respondents,
who are (potential) beneficiaries of welfare redaservices, are more likely to have positive
attitudes towards the welfare state and relatecceqmis when compared to those who are
‘better-off’. In a similar vein, Goren (2008) fourttat attitudes to (US) welfare spending
were influenced by racial belief and associatedetselbout work ethics. The self-interest
argument has been widely supported by empiricaggtigations (Edlund, 1999; Svallfors,
1997; Groskind, 1994; Hasenfeld & Raferty, 19893irlg ISSP data, Svallfors (1997), for
example, finds that public attitudes on redistiidmutare structured by certain patterns, such as
class differences, within different types of wedfaegimes. Age also appears to play a role in
deciding about spending for certain welfare sesi@g. pensions) (MacManus, 1995). The
elderly also appear to be less likely to arguesfiending cuts when forced to choose between

raising taxes and cutting spending (MacManus, 1995)

The effects described above may differ across cimsnte.g. depending on the government
system or the general level of (economic) develogn& a country. Blekesaune and
Quadagno (2003) for instance found that public supfor spending on welfare policies is
higher in countries where unemployment is high.elise, Fraile and Ferrer (1995) found
that support for unemployment benefit cuts is lowecountries with a high unemployment
rate. As regards citizen support for hospital graation, Battaglio and Legge (2008) found
that within countries where levels of health spagdiwere highest, the support for
privatization reforms was comparatively low. Theguwe that when citizens are accustomed
to public-run hospitals, they become less willimgsupport their privatization. In terms of
structural determinants for citizens’ attitudes aotls the welfare state, researchers have often
used institutional characteristics of the welfatates as predictors, however, with mixed
results (Svallfors, 1997; Edlund, 1999; Gelissél§@. Gelissen (2000), for example used an
extended version of Esping-Andersen’s (1990) welfagime categorization to predict public
support for the welfare state, using Eurobaromdéga. Although his findings reveal high

levels of significance, effect directions are caunintuitive. Using ESS data, Kumlin and
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Svallvors (2007) found that the GINI coefficientr fmcome inequality predicts citizens’

attitudes for redistribution, as well as interagith working-class effects. In contrast, party
polarization in class politics is of little explanay power. In this regard, Inglehart (1990)
assessed attitudes towards classic economic polifiehe left, such as welfare policies. He
found a relationship between a countries’ Gross €siin Product (GDP) per capita and those

policies.

3. Hypotheses

As we have seen in the review, both sets of liteeathave generated a number of
explanations for spending preferences. In our dhtaefore, we expect a number of effects.
One is ideology. We expect citizens who place tlewves on the left of the political scale not
to be not in favour of a reduction of public spendi{see also the research by Francken,
Lewis and Svallfors cited earlier in this paper)e Virthermore, assume that politically right-
leaning respondents will be in favour of a reduttfio public spending. It is unclear however
how they feel about investment in the economy tosbthe economy. We expect left-leaning
respondents to be against a reduction in publiodipg. Secondly, we expect citizens who
don't trust their government (anti-government atté — political disaffection thesis) to be in

favour of a reduction in public spending.

Thirdly we expect self-interest to play a role. Redable, lower socio-economic status groups
are more dependent on government-funded programifesherefore expect these groups to
be against savings. At the same time, however, ri@geicated groups can be expected to

consider savings the logical reaction to deficits.

As there are substantial differences between iddali attitudes across countries, we also add
country-level variables. Finally, therefore, wenthimacro-economic variables have an effect
on attitudes to a reduction of public spendingtocogovernment measures intended to boost
the economy. We expect respondents in countrids ligh public debt, high deficits, and a
large government outlay, to be in favour of a reiducin public spending, rather than in

favour of public investment to boost the economy.

4, Data and method

In this article we examine individuand country level factors that account for citizens’
preferences in response to the crisis. Hence, ikeeutnultilevel modeling techniques which
allow us to simultaneously examine the effect airdoy level and individual level variables

on an individual level dependent variable — in oase, citizens’ spending preferences in
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responses to the crisis. The reasons for usingileudt statistics is 1) to be able to use
context variables that are not available at théviddal level; and 2) because attributes of
respondents within the same countries are corelaith each other. This makes that the
observations are not independent. Individual redpots are thus nested within country

groups.

We use data from the Special Eurobarometer 74.tofigans and the Crisis’, collected in
August and September 2010 using CAPI face-to-faterviews in respondents’ homes. A
total of 26,635 respondents age 15 and above ikth@7 member countries participated in
the overall survey. They were selected followingnalti-stage, random probability sample
(standard random route procedure starting at sorargtarting address within administrative
regions). At these addresses, a closest birthdaywas used to select respondents at that
address. Approximately 1,000 people were interveeimesach country (with the exception of
Germany: 1,600; Cyprus: 500; Luxembourg: 500; Mak@0; UK: 1,300). After deleting
cases with item non-response, a total of 23,00éscagre included in the analysis. Non-
responses appeared to be similarly distributedsaccountries that provide evidence for the

cross-national validity of our measurements.

5. Operationalization

In this section we will first introduce our dependeariable, individual level independent

variables, and then the country level predictors.

Dependent variable

The Eurobarometer survey contains a number of musson the financial crisis. One is
particularly relevant for Public Administration sssch, as it is directly probing for citizens’

preferences in response to the crisis:

‘Personally, would you say that to emerge from ¢hisis rapidly, EU Member
States should first reduce their public spendingsbould they first invest in

measures to boost the economy?’

Answer possibilities were i) first reduce their patspending; ii) first invest in measures to
boost the economy; iii) both equal{gpontaneous)Figure 1 shows the frequencies for all
countries of the EU-27. It reveals major differenbetween countries, with more than 70%

of respondents in Denmark, or Lithuania preferrioginvest in measures to boost the
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economy in response to the crisis, while around %(%he respondents in Slovakia and

France, for example, think that it would be preliéeao reduce public spending.

Figure 1 Financial policy preferences (N=23.004), percentage

80 -
70 4
60
50 4
40 -
30 4
20 4

B Reduce public spending O Invest in measures to boost economy O Both

What is also apparent in the figure is that in saoentries, quite a substantial number of
respondents have chosen the ‘both’ option, eveuagthohis answer was not prompted by the
interviewer. This has a number of implications éor model because we cannot directly use
the saving-spending dichotomy as a binomial depsndariable. We, furthermore, assume
that respondents opting for the both category ateonly expressing their mixed preference,
but also do so because they were not able to datiaedistinct preference for any of the
given categories (cf. Berinsky, 2005). Hence irumher of cases it may substitute the ‘don’t
know’ category. Thus the focus of our analysis Wélon contrasting preferences for reducing
public spending with those who prefer investmentthe economy as a response to the crisis.
Moreover, this assumption was also supported wisémating a multilevel ordered logistic
regression model. A core assumption of the ord&rgitl regression is the proportional odds
assumption that assumes similar coefficients adaigs equations (Long & Freese, 2006).
We did run several specifications of our model athdiolated this assumption. We therefore
opted for a multinomial model with three categoriasthe dependent variable: reduce
spending (1); both (2); and invest (3). However flocus of our analysis will be on

contrasting preferences for ‘reduce spending’ visthest in the economy’.

Independent variables

Due to our hierarchical data structure, we distisigibetween determinants at the individual

(respondent) level, and determinants at the couewsl.
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Individual level

At the individual level, we include measures fospendent’s political ideology, political
disaffection, self-interest (wealth, homeownersl@mployment status, social-trust), so as a
range of potential controls such as traditional ographic measures (age, gender), marital

status, education and place of residence/typerafraity.

As regards political left-right self-placement pppere asked: ‘In political matters people
talk of "the left" and "the right". How would yougeze your views on this scale?’. The scale
ranges from 1 (left) to 10 (right). However, sirthes question typically produces a significant
amount of missing cases we grouped answer catsgarleft (1-4 on the scale), middle (5-6
on the scale), right (7-10 on the scale), and mis$all missing cases). We conceptualize
political disaffection using a measure which cagguthe extent of anti-government attitudes
and thus controls for whether people choose faingavin public services based on this anti-
government attitude rather than based on budgetrargacro-economic considerations. We
added two variables: 1) ‘trust in parliament’ andt@ust in government’. Both are measured
on a ten point Likert scale, and measure indeednraterlying latent constructScores on
both items were added. A low degree of institutidnast is thought to reflect high levels of
political disaffection. Wealth is measured using’srself perceived household situation by
asking respondents to indicate on a ten point Likeale to select the position that would best
describe the situation of their household, rangirgm ‘very poor’ to ‘very wealthy'.
Employment status was coded as ‘1’ when currenigmployed or temporarily not working,
and ‘0’ for other, and homeownership as ‘1’ whemow an apartment or a house and has
finished paying for if, and ‘0’ for other. Sociat mterpersonal trustvas measured using a
mainstream interpersonal trust item (see also Nev&001): ‘Generally speaking, would you
say that most people can be trusted, or that yout @& too careful in dealing with peopfe?
on a 10 point scale ranging from ‘you can’t be ¢apeful’(1) to ‘most people can be trusted
(10). We use this variable to measure pro-socidtudes in respondents; low pro-social
attitudes are thought to be reflected in highef-isgdrested attitudes and a lower desire to

help others (e.g. through providing welfare sersjce

As regards age we constructed four age groupsaiears; 25-39 years; 40-54 years; and 55
years and older. Gender was recoded as 0 = fearadel = male. And for educational status,

we grouped respondents in accordance to their dgm hey left fulltime education into

! Cronbach’s alpha of 0.93 for the entire sampléndtividual countries, Cronbach’s alpha scores eang
between 0.96 — 0.81 which provides good evidengaetlie cross-country validity of our trust

measurement.
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three categories: basic education (<15 years),nslacp education (16-19years) and higher
education (>20 years). In order to minimize effeptspondents that were still studying were
assigned to one of the three categories in cornelgee to their age. Community size/place
of residenceaegisters the type of community the respondenslive a rural area or village

(1); a small or medium size town (2); or a largends3).

Country level

At the group level, we include four macro-econoiimidicators: government deficit change
(2006-2010), and change (2006-2010). We use 200asaline as the year before the macro-
economic impacts of the financial crisis start tdold and computed the developments since
then by drawing the difference between the yea@6 2thd 2010. By this we try to take into
account the dynamic nature of macro-economic effeftthe financial crisis on country’s
states budgets and their economic policy respowes.furthermore, look at government
gross debt as % of GDP in 2010, GDP per capitatatadl general government expenditure
as % of GDP in 2010. All country statistics werketafrom EUROSTAT. We assume that in
countries where government debt and deficit chaagevery high, demands for a reduction
of public spending will be more substantial, polystut of a concern about government debt
and deficit getting out of hand. In countries wher@l government expenditure is high, we
expect citizens to be rather in favour of a reducf government spending than preferring
further government expansion through taking meastweboost the economy. Finally, in
countries where GDP per capita change is low, vpeexrespondents to be mainly in favour

of government measures to boost the economy, arsdhilgher public spending.

6. Analysis

We estimate a multinomial multilevel model thatowals individual level predictors to have
different odds ratios on the different outcome gates of our dependent variable. All
independent variables are grand mean centred, whiktes the intercept interpretable as the
value where an ‘average citizen’ (in terms of ttlsedisindicators) would be situated (Hox,
2010; Luke, 2004). Cases with missing values onddrtiie variables are deleted prior to the

analysis.

In a first step of the analysis (model 0), we nee@stablish how the variance in opinions
within countries relates to variance between caesitrand whether multilevel analysis is
actually needed. For the baseline model, or the emedth intercept only, we find a
significant chi square, both for category ‘1’ (redupublic spending)yt = 468.29465, df =
26, p <0.001); and for category ‘2’ (bothf € 1228.90985, df = 26, p <0.001). This means

that individual respondents within a single counéie more alike than respondents in
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different countries, and that a multilevel analysistherefore necessary. We furthermore
estimate an interclass correlation of 0.042 whiobwss that 4.2% of the total variance lies at

level-2. However, this refers to both combinatiafsour outcome variable, ‘reduce’ vs.
‘invest’ and ‘both’ vs. ‘invest’.

In a second step (model 1), we add the individexall variables. Table 1 shows the findings.
Our results are reported as odds ratios, and ha tinterpreted in relation to the third
category of the dependent variable (investing ia #tonomy) that serves as our base
category. Our main interest here is obviously motnauch in the second ‘both’ category

(reported in the annex), but mainly on contrastmgicome categories ‘reduce public
spending’ and ‘invest in the economy’.
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Table 1 Modelling citizens’ preferences: reduce public gieg versus invest in measures to boost the economy

Model 0 Model 1 Model 2 Model 3 Model 4 Model 5
Invest vs. reduce
Intercept 0.816**  0.910 0.905 0.910 0.909 0.915
(0.075)  (0.112)  (0.112) (0.111)  (0.113)  (0.112)

IDEOLOGY
Political left-right identification (Ref: right)
Left 0.645**  0.644**  0.644***  0.645**  0.644***
(0.045) (0.045) (0.045) (0.045) (0.045)
Middle 0.783**  0.783**  0.783**  (0.783**  (.782**

(0.041)  (0.041)  (0.041)  (0.041)  (0.041)
POLITICAL DISAFFECTION
Institutional trust 0.969*** 0.969%*  0.969%*  0.969%*  0.969**
(0.008)  (0.008)  (0.008)  (0.008)  (0.008)
SELF-INTEREST

Wealth 0.987 0.986 0.986 0.986 0.987
(0.009) (0.009) (0.009) (0.009) (0.009)
Homeownership 0.912**  0.912* 0.913* 0.912** 0.910**
(0.035) (0.035) (0.035) (0.035) (0.035)
Unemployment 1.089 1.088 1.088 1.089 1.088
(0.059) (0.059) (0.059) (0.059) (0.059)
Social trust 0.989 0.989 0.989 0.989 0.989

(0.007)  (0.007)  (0.007)  (0.007)  (0.007)
MACRO-ECONOMIC FACTORS

GDP change (2006-2010) 1.000
(0.000)
Government deficit change (2006-2010) 1.017
(0.011)
Government expenditure (2010) 0.995
(0.011)
Government debt (2010) 1.003
(0.002)
CONTROLS
Sex (Ref: female) 1.053 1.053 1.053 1.053 1.053

(0.030)  (0.030) (0.030)  (0.030)  (0.030)
Age (Ref: 55+ years)

15-24 years 0.959  0.959 0.959 0.959 0.960
(0.057)  (0.057)  (0.057)  (0.057)  (0.057)

25-39 years 0919  0.919 0.919 0.919 0.919
(0.044)  (0.044)  (0.044)  (0.044)  (0.044)

40-54 years 0.874* 0.874  0.874**  0.874*  0.874*

(0.040) (0.040) (0.040) (0.040) (0.040)
Education (Ref: High)

Low 1,17 1.18* 1.17* 1.17* 1.14*
(0.050)  (0.050)  (0.050)  (0.050)  (0.050)
Medium 1.081*  1.082*  1.081*  1.081*  1.080*
(0.036)  (0.036)  (0.036)  (0.036)  (0.036)

Marital Status 1.066  1.065 1.065 1.065 1.067

(0.043) (0.043) (0.043) (0.043) (0.043)
Community (Ref: Large town)

Rural 1.068 1.066 1.068 1.068 1.068
(0.039) (0.039) (0.039) (0.039) (0.039)

Medium or small town 0.955 0.954 0.955 0.955 0.956
(0.039)  (0.039) (0.039)  (0.039)  (0.039)
Variance explained at Levef-2 4.8% 5.5% 10.3% 2.1% 6.2%

Intercept variance (SE) 0.145 0.138 0.137 0.130 0.142 0.136
(0.042) (.040) (0.041) (0.39) (0.042) (0.040)

Variance Partition Coefficieft 0.042

Ref= Reference category

Significance level: *p<0.05, **p<0.01, ***p<0.00N = 23,004

! We included one additional category (missing vsllie the estimation (not reported in the modelpider to run our analysis
with as less missing cases as possible.

2 Explained between countries variance using Mod eeference.

% In multilevel models using a binominal-link furmti we commonly use 3.29 (the variance of a stanidaistic distribution) as

the variance at the observation level to compuértterclass correlation (Hox, 2010).
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Results show that, first of all, ideology matteFeose respondents who are regarded as left-
leaning are more likely to prefer investments inagwges to boost the economy. Those who
are right-leaning, in contrast, are more likelyptefer reductions in public spending. These
effects are statistically significant across all dab specifications. As regards political
disaffection we find that institutional trust has statistically significant, but negative
relationship with preferences for reducing pubpersding. Or in other words, the greater the
institutional trust of respondents, the more likdlyat they prefer investments as an
appropriate policy response to emerge out of tigsci.ooking at our set of predictors for
self-interest, only homeownership turns statislycsignificant. It shows that owning a house
or apartment increases the probability of prefgrinvestments as way out of the crisis. This
appears to reject the self-interest hypothesis.lWamemployment and social trust exhibited

no statistical significant effects.

The same holds true for models 2 to 5 where wecadatry level variables. Since most of
our predictors are strongly correlated with eadhengt we examine their potential effects
individually. However, none of these country vakéh turn statistically significant.
Furthermore, their explanatory power in terms ofdeidit is also rather limited, since they
have only a very weak effect on reducing the vaeaof (the mean of) our intercept — in the
case of model 4 it even increases. When, furthegmooking at the variance explained by
the country predictors, only model 3 (deficit chanbas a minor effect. It increases explained
variance at level-2 (when compared to the levetedigtors only model) by 5.5 percentage
points. However, given a comparatively low intesslecorrelation of 0.0042 for the null
model, this is marginal. All in one we can be cdafit in claiming that none of our level-2
variables had a significant effect on the likelidoaf respondents’ preferences in response to
the crisis. Or in other words, the macro-econonmegirenment in a country or the national
government’s fiscal situation in terms of debt afeficit is very unlikely be related to

individuals’ preferences for or against public sgieg as a response to the financial crisis.

As regards control variables, we find that age @&mulication are turning statistically
significant. Remaining non-significant variablesreve the expected preceding signs. More
specifically, we find people in the age category54Q when compared to the elderly, tend to
prefer investments to boost the economy rather teducing public spending as the forward
to get out of the financial crisis. When comparedhiose who left formal education at a later
stage, the opposite holds true for lower educaedandents. They rather prefer reductions in

public spending as a mean to get out of the crisis.
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In the second part of the analysis, we compareddbegory ‘both’ to ‘invest’. This analysis
is only of secondary importance for our purposel astimation results are reported in the
annex. Level-1 variables are statically significamtly in the case of age and trust in
government: Younger respondents are more likelgréder investments over opting for the
both category. The same holds true for those refgrus with a comparatively high political
disaffection. In terms of level-2 predictors, agaas also observed for the ‘reduce’ vs.
‘invest’ analysis, none of our macro-economic Malea had a significant impact on the
likelihood of preferring one of the options ovee thther. A more detailed discussion on these

results and their methodological implications isyided in the following section.

7. Discussion and conclusion

In this paper, we explored determinants of publieferences regarding government
responses to the financial crisis. Citizens werke@dswhether they preferred cyclical
(reducing public spending) or anti-cyclical (invagtin the economy) policies. We used a
multinomial multilevel model consisting of individlt and country level variables. We
looked at four sets of explanations for attitudesatreduction of public spending: political
disaffection, ideology, self-interest, and macroreamic conditions. We found that elements
of political disaffection and ideological predisggmns influence opinions on fiscal policies,

and, surprisingly, that country-level financial icators are largely non-significant.

The individual level findings appear to mean that@e conservative political and economic
outlook (as indicated by being older, and beingevan the right of the political left-right self

placement scale) are related to a preference foedaction in spending, rather than a
preference for investments to boost the economgs@ lfindings are in line with the literature
on welfare spending and the role of governmenthenimportance of ideology in attitudes to

government spending.

Lower trust in government is related to a prefeechac a reduction in spending. This could be
interpreted as an expression of political disaftect- a belief that government cannot be
trusted with the people’s money, or a belief tt@ategnment is not capable to invest wisely to
boost the economy (or is not the right institutitm take economy-boosting measures).
Answers to the dependent variable are then notwthm measurement of financial policy

preferences, but an expression of distrust in gowent and political disaffection.

The most remarkable finding is that our analysggested that differences in preferences are
partly to be explained at the country-level rattiem at the individual level. Yet at the same

time we find that what we thought to be the mostials variables — government debt,
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deficit, GDP change, government expenditure - are significant and are of very little

explanatory power. This leaves differences in peafees at country level unexplained.

Limitations

One important limitation of this study are the agpé differences in answering across
countries, probably related to interviewer behawintraining during the Eurobarometer data
collection. This is often not acknowledged in otlstudies using these data, despite the
observation that the methodological quality of Ehammmeter is inferior to that of e.g.
European Social Survey or the European Values $uiehler, 2007). As a result of these
(country?) differences, the number of respondepts@ for the ‘both (spontaneous)’ answer
on the dependent variable differs widely acrosswt@es. This creates a number of challenges
in the analysis. Secondly, item non-response oresaamables remains problematic. Yet, at

the same time we have no evidence of a link wigwens to the dependent variable

A further limitation, which is unavoidable when nmgisecondary datasets, is that the items on
crisis measures were preceded in the survey quesii@ by questions of poverty and social
services. This may have primed opinions on thenfifed crisis. However, the battery of
questions on poverty and social services also teatthe inclusion of measures on socio-
economic status and interpersonal trust in the toesire, which would not have been

available had this Eurobarometer questionnairededwexclusively on the crisis.

Further research & implications

The Eurobarometer surveys are conducted for pglieyposes. Measurement of concepts is
generally done using single items instead of sc&lagher research into public preferences
regarding savings and austerity measures will havéevelop more detailed measurement
scales to increase both the (cross-country) valigitd reliability of the measurement. The
dependent variable only measured generic attittaleavings or public investment. Attitudes
to savings may differ across policy areas, e.dawour of savings in arts and culture, yet not

in the area of education (see, e.g., Ferris, 1983).

Our main finding is that opinions on preferred pploptions to cope with the fiscal crisis are
not just related to ideology — as expected — bs &b levels of institutional trust. This
suggests that what is measured may not, in facbpb®ons about fiscal or economic policy,
but instead wider attitudes towards governmentexpaessions of disaffection. It is therefore

risky for policy makers to interpret an attitudefavour of a reduction in public spending as
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an attitude which says exactly this. An indicatdnich at first sight measures a financial
policy preference is then in fact no more than goression of discontent. Further research
will have to look into the reasons why people elyaate a reduction of spending as their way

of expressing institutional distrust.

COCOPS Working Paper No. 8 17



Bibliography

Battaglio, R.P. & Legge, J.S. (2008). Citizen SuppartHospital Privatization: The Convergence of Seterest
and Symbolic Variable®2ublic Organization Review(8):17-36.

Battaglio, R.P. & Legge, J.S. (2009). Self-IntereSgmbolic Politics, and Citizen Characteristics: A Gros
National Analysis of Support for Privatizatiddublic Administration Review, 69):697-709.

Beck, P.A. & Dye, T.R. (1982). Sources of Public Gminon Taxes: the Florida Casehe Journal of Politics
44(1):172-182.

Berinsky, A. (2005)Silent Voices: Public Opinion and Political Pargetion in AmericaPrinceton: Princeton
University Press.

Blekesaune, M. & Quadagno, J. (2003). Public atisutbward welfare state policies: A comparativelysis of
24 nationsEuropean Sociological Reviewd(5):415-427.

Borre, O. & Scarbrough, E. (Eds) (199%he scope of Governmefixford: Oxford University Press.

Bozeman, B. (2010). Hard Lessons from Hard Times: R&dering and Reorienting the “Managing Decline”
Literature.Public Administration Review((4):557-563.

Brook, L., Hall, J. & Preston, I. (1997\hat drives support for higher public spending®?S Working Papers
W97/16). Institute for Fiscal Studies: London, UK.

Confalonieri, M.A. & Newton, K. (1995). Taxing angending: Tax revolt or tax protest? [pp.121-148].Q.
Borre & E. Scarbrough (EdsThe scope of Governmefixford: Oxford University Press.

Craig, S.C., Niemi, R.G. & Silver, G.E. (1990). Pafii efficacy and trust: A report on the NES pilotdy items.
Political Behavior 12(3):289-314.

Dunsire, A. & Hood, C. (1989 uthack Management in Public Bureaucraci€ambridge: Cambridge University
Press.

Edlund, J. (1999). Trust in Government and WelfRegimes: Attitudes to Redistribution and Financial &img
in the USA and NorwayEuropean Journal of Political Research,(35341-370.

Esping-Andersen, G. (1990jhe Three World of Welfare Capitalis@ambridge: Polity Press.

Feldman, S. & Zaller, J. (1992). The Political Cudtof Ambivalence: Ideological Responses to the #WelState.
American Journal of Political Sciences,(38):268-307.

Feldman, S. & Steenbergen, M.R. (2001). The Humaaita=oundation of Public Support for Social Wedfar
American Journal of Political Sciencet(3):658-677.

Ferris, J.M. (1983). Demands for public spending:aititudinal approactPublic Choice40(2):135-154.

Fraile, M. & Ferrer, M. (1995). Explaining the deténants of public support for cuts in unemploymbanefits
spending across OECD countriggernational Sociology20(4):459-481.

Francken, D.A. (1986). Consumer perceptions andemrtes for public expenditurdournal of Economic
Psychology7(2):179-195.

Gainous, J., Craig, S.G., & Martinez, M.D. (2008)cfal Welfare Attitudes and Ambivalence about thdeRaf
GovernmentPolitics & Policy, 3§6):972-1004.

Gelissen, J. (2000). Popular support for instingi@ed solidarity: A comparison among Europearfavelstates.
International Journal of Social Welfare(4):285-300.

Giger, N. (2011). Is Social Policy Retrenchment Umgdar? How Welfare Reforms Affect Government
Popularity.European Sociological Reviewdvance access.

Giger, N. & Nelson, M. (2011). The electoral consences of welfare state retrenchment: Blame avoaanc
credit claiming in the era of permanent austeriyPopean Journal of Political Research,(5R1-23.

Goren, P. (2008). The Two Faces of Government Spgnieolitical Research Quarterly, §1):147-157.

COCOPS Working Paper No. 8 18



Groskind, F. (1994). Ideological influences forisissce to poor familieSocial Work, 3@1):81-89.

Hadenius, A. (1985). Citizens strike a balance: @isent with taxes, content with spendidgurnal of Public
Policy, §3):349-363.

Hasenfeld, Y. & Raferty, J.A. (1989). The Determitsanf Public Attitudes Toward the Welfare StaSacial
Forces, 674):1027-1048.

Hox, J.J. (2010)Multilevel analysis. Techniques and applicatioNsw York: Routledge.

Inglehart, R. (1990)Culture Shift in Advanced Industrial SocietiBsinceton, N.J.: Princeton University Press.

Jacoby, W.G. (1994). Public Attitudes toward Goweent SpendingAmerican Journal of Political Sciences,
38(2):336-361.

Khademian, A.M. (2011). The Financial Crisis: A Repective Public Administration Review, {8):841-849.

Kickert, W. (2012). State Responses to the Fiscasi€iin Britain, Germany and the Netherlan@siblic
Management Review, (3):209-309.

Kohler, U. (2007). Surveys from inside: An assessntd unit nonresponse bias with internal critefarvey
Research Methods(2):55-67.

Kumlin, S. & Svallfors, S. (2007). Social Stratdiion and Political Articulation: Why Attitudinal &$s
Differences Vary Across Countries [pp.19-46]. InN&au & B. Veghte (Eds.)Social Justice, Legitimacy and
the Welfare Statddampshire, Burlington: Ashgate.

Lewis, A. (1980). Attitudes to public expendituredatheir relationship to voting preferenc@alitical Studies,
28(2):284-292.

Lewis, A. (1983). Public expenditure: Perceptionsl @referenceslournal of Economic Psychology(23:159-
167.

Lewis, A. & Jackson, D. (1985). Voting Preferenaewl Attitudes to Public Expenditur@olitical Studies,
33(3):457-466.

Lindstrom, J. & Henson, S. (2011). Reimagining Depetent in the UK? Findings from the UK Public Opimi
Monitor. IDS Bulletin, 425):52-57.

Long, J.S. & Freese, J. (200®egression Models for Categorical Dependent Vargbiging StataTexas: Stata
Press.

Luke, D.A. (2004).Multilevel Modeling. Sage Series 143: Quantitatifpplications in the Social Sciences
Thousand Oaks: Sage.

MacManus, S. (1995). Taxing and spending politids:generational perspectivelhe Journal of Politics,
57(3):607-29.

Martin, A. (2011). Partisan identification and tities to big versus small government in Austraéii&idence from
the ISSPAustralian Journal of Political Science, @j:243-256.

Moore, W., Baber, W.F. & Bartlett, R.V. (2010)oss aversion and rationality in cutback managemént
deliberative democratic approach to contingent &dilon. Paper presented at the Sixth Transatlantic dielog
Rethinking Financial Management in the Public Se@@nna 24-26 June.

Newton, K.(2001). Trust, Social Capital, Civil Sogietand Democracy.International Political Science
Review/Revue internationale de science politiqué)2201-214.

Peters, B.G. (2011). Governance responses to thadia crisis — comparative perspectivesblic Money and
Management, 31):75-80.

Peters, B.G., Pierre, J. & Randma-Liiv, T. (2011)oMall financial crisis, public administration andvgmance:
Do new problems require new solutionB@blic Organization Review, {1):13-27.

Pandey, S. (2010). Cutback Management and the @addublicnessPublic Administration Review, 74):564-
57.

COCOPS Working Paper No. 8 19



Pollitt. C. (2010). Cuts and reforms — Public sersias we move into a new eBociety and Economy, @3:17-
31.

Popp, E. & Rudolph, T.J. (2011). A tale of two idmgies: Explaining public support for economic intEttions.
The Journal of Politics, 13):808-820.

Roller, E. (1999). Shrinking the welfare state: Gitig' attitudes towards cuts in social spendinggminy in the
1990s.German Politics, @1):21-39.

Rudolph, T.J. (2009). Political trust, ideology, apdblic support for tax cutsPublic Opinion Quarterly,
73(1):144-158.

Shapiro, R.Y. & Young, J.T. (1989). Public Opiniondathe Welfare State: The United States in Comparati
PerspectivePolitical Science Quarterly, 1Q4):59-89.

Svallfors, S. (1997). Worlds of Welfare and Attiegdto Redistribution: A Comparison of Eight Westeatidhs.
European Sociological Review, (B3: 283-304.

COCOPS Working Paper No. 8 20



Annex

Table 2 Modeling citizens’ preferences: both versus inwesbeasures to boost the economy

Model0 Modell Model2 Model3 Model4 Model5
I nvest vs. both
0.362"* 0.301"* 0.297** 0.301* 0.300"* 0.305***
(0.146)  (0.183) (0.183)  (0.184)  (0.185)  (0.179)
Intercept
IDEOLOGY
Political left-right identification (Ref: right} 0.972 0.971 0.972 0.972 0.971
(0.059)  (0.059)  (0.059)  (0.059)  (0.059)
Left 1.042 1.042 1.042 1.042 1.042
(0.056)  (0.056) (0.056)  (0.056)  (0.056)
Middle
POLITICAL DISAFFECTION 0.981*  0.980*  0.980*  0.981*  0.981*
(0.010)  (0.010)  (0.010)  (0.010)  (0.010)
Institutional trust
SELF-INTEREST 1.012 1.012 1.011 1.012 1.012
(0.012)  (0.012) (0.012) (0.012) (0.012)
Wealth 0935 0935 0936 0935  0.933
(0.044)  (0.044)  (0.044) (0.044)  (0.044)
Homeownership 1.098 1.098 1.097 1.098 1.098
(0.075)  (0.075)  (0.075)  (0.075)  (0.075)
Unemployment 1.009 1.009 1.009 1.009 1.009
(0.009)  (0.009)  (0.009)  (0.009)  (0.009)
Social trust
MACRO-ECONOMIC FACTORS 1.000
(0.000)
GDP change (2006-2010) 1.015
(0.022)
Government deficit change (2006-2010) 0.997
(0.023)
Government expenditure (2010) 1.008
(0.004)
Government debt (2010)
CONTROLS 1.048 1.048 1.048 1.048 1.049
(0.038)  (0.038) (0.038)  (0.038) (0.038)
Sex (Ref: female)
Age (Ref: 55+ years) 0.787*  0.679*  0.787*  0.787*  0.788*
(0.075)  (0.075)  (0.075)  (0.075)  (0.075)
15-24 years 0.905 0812 0905 0905  0.905
(0.056)  (0.056) (0.056)  (0.056)  (0.056)
25-39 years 0.803%* 0.726%* 0.802%* 0.802%* 0.802+*
(0.051)  (0.051) (0.051) (0.051)  (0.051)
40-54 years
Education (Ref: High) 1.031 1.032 1.032 1.031 1.028
(0.061)  (0.061) (0.061)  (0.061) (0.061)
Low 1.045 1.045 1.044 1.044 1.044
(0.046)  (0.046)  (0.046)  (0.046)  (0.046)
21
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Medium

1.095 1.094 1.094 1.095 1.096
(0.056) (0.056) (0.056) (0.056) (0.056)
Marital Status
Community (Ref: Large town) 1.014 1.013 1.014 1.014 1.015
(0.050)  (0.050)  (0.050)  (0.050)  (0.050)
Rural 1.001 1.000 1.001 1.001 1.002
(0.049) (0.049) (0.049) (0.049) (0.049)
Medium or small town
0.01% 0.01% -0.02% -0.03% 7.2%
Variance explained at Levef-2 0.563 0.559 0.557 0.572 0.582 0.519
(0.160) (0.159) (0.161) (0.166) (0.168) (0.151)
Intercept variance (SE)
0.146
Variance Partition Coefficieht 0.362**  0.301** 0.297** 0.301*** 0.300*** 0.305***
(0.146) (0.183) (0.183) (0.184) (0.185)  (0.179)

Ref= Reference category

Significance level: *p<0.05, **p<0.01, **p<0.00N = 23,004
! We included one additional category (missing vsllie the estimation (not reported in the modelpider to run our analysis

with as less missing cases as possible.
2 Explained between countries variance using Mode feference.

3 In multilevel models using a binominal-link furati we commonly use 3.29 (the variance of a stanidagistic distribution) as
the variance at the observation level to compuertterclass correlation (Hox 2010).

Table 3 Descriptive statistics, individual level predictdid=23,004)

Variable Mean Std. Dev. Min, Max
Sex 0,465 0,499 0,1
Age: 15-24 years 0,121 0,326 0,1
Age: 25-39 years 0,240 0,427 0,1
Age: 40-54 years 0,263 0,440 0,1
Age: 55+ years 0,376 0,484 0,1
Education: basic 0,183 0,387 0,1
Education: secondary 0,477 0,499 0,1
Education: higher 0,340 0,474 0,1
Wealth 2,809 1,771 1,10
Employment status 0,074 0,262 0,1
Homeownership 0,513 0,500 0,1
Marital status 0,187 0,390 0,1
Community: rural 0,358 0,479 0,1
Community: medium/small town 0,359 0,480 0,1
Community: large town 0,283 0,450 0,1
Polit. orientation: left 0,240 0,427 0,1
Polit. orientation: middle 0,339 0,474 0,1
Polit. orientation: right 0,224 0,417 0,1
Polit. orientation: missing 0,197 0,398 0,1
Trust in government 4,161 2,320 1,10
Social trust 5,043 2,343 1, 10
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