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Savings in public services

Abstract

Policy responses to the global financial crisis tandivided into pro- and
counter-cyclical approaches. The former advocadaaing public spending in times
of financial constraints. The latter approach adtes public spending to boost the
economy. Using public opinion (N=23,652) data fr@ih EU member countries, we
empirically test a model for citizen preferences feducing spending in public
services versus government investment in measurelsobst the economy as a
response to the financial crisis. We look at indiidl- and country-level determinants
of attitudes to savings in public services, and cemtrate on four groups of
explanations: political disaffection, ideology, fsefterest, and macro-economic
conditions. It was found that political disaffectjoand the respondent’s ideological
orientation all have effects on preferences, asl wasl whether one experiences
economic strain or receives welfare services. M&oanomic conditions, such as a
country’s government deficit level, public debt qublic expenditure have,
surprisingly, no effect on citizens’ financial pofi preferences. We discuss the
implications of our results for public administatitheory and practice.

Points for practitioners

The article analyses citizens’ preferred governnreattions to the financial
crisis. It distinguishes between reducing publierspng and measures to boost the
economy. It was found that macro-economic conditiomatter very little for these
preferences. In fact, explanations for these aiguand preferences need to be looked
for primarily at the individual level, not the cdmyn level. Preferences for or against
savings in public services are largely influencediteological dispositions, age,
education, overall levels of political trust, anchether citizens are (potential)
beneficiaries of welfare services. The article dbotes to understanding why citizens
support or oppose pro- or counter-cyclical polioyasures to emerge from the crisis.

Keywords: Austerity, citizen attitudes, Eurobarometer, fin@ahccrisis, public

opinion, public services
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Introduction

The financial crisis has forced governments to @akariety of measures. They are at
the same time forced to reduce spending on publigices in order to curb public
debt and benefits, yet have to expand spendingderdo support a growing group of
unemployed citizens. Targeted reductions in puddictor spending have gone hand in
hand with massive investments in measures to &altiie financial sector. Increased
taxes in order to balance the budget have coinaiddtargeted tax cuts to stimulate
selected economic sectors. Policy responses tagltieal financial crisis can be
divided into pro- and counter-cyclical approachasmingeon, 2012). The former
advocates reducing public spending and savingsniest of financial constraints. The
latter approach advocates public spending to btiesteconomy. Not only policy
makers have to make tough choices. Citizens neééedimle what they are willing to
sacrifice and what not. Despite austerity, demdadsore and better public services
remain as present as ever (Pollitt, 2010). Inc¢bistext, Moore et al. (2010) talk about
a ‘loss aversion’ on the part of citizens to expldieir reluctance to allow cutbacks in
public services. Yet, academic research on citiagitudes towards the financial

crisis, and government responses to the crisis sueeifically, is still in its infancy.

In this article we analyse determinants of citizeolicy preferences regarding
government responses to the crisis and more spalbyfipro- versus counter-cyclical
responses in 27 EU member countries. We empiritadiiywhether citizens’ partisan
ideology, political disaffection and personal gaterest, influence patterns of
attitudes towards spending decisions when they cameesponse to a major
economic crisis. We also examine whether those wissate to countries’ macro-

economic conditions. Doing so, we use opinion dat@ublic preferences for savings
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in public services versus public investments ireotd boost the economy in times of
crisis. We first review the literature, develophadretical model for empirical testing
and then introduce the data from 27 EU countriestals analysed looking at both
individual-level and country-level variables. Weeth evaluate our findings, and
address limitations of this study and avenues tothér research. Theoretical and

practical implications of the results are discussed

Explaining attitudes to public spending and austety: four hypotheses

Since the eruption of the financial crisis, we haeen a gradual, and in most recent
years an exponential growth in research looking the effects of the financial crisis
on public services. Various authors have looked orthypothesised about effects of
the crisis on political and administrative decisiaaking and coordination (Fleischer
and Parrado, 2010), on politicisation (Peters et 20111), or on public service
bargains (Lodge and Hood, 2012). Other streamseséarch have looked into
government responses to the crisis, both in gen@faksey, 2011; Peters, 2011,
Kickert, 2012a; b; c; d; Khademian, 2011; Posnel Bibndal, 2012) and in terms of
fiscal measures (Armingeon, 2012). The long terfect$ of the crisis on public
spending remain to be discovered. Public attit@hespreferences, however, have not

yet received much attention.

Theoretically, we relate our research to the wiedy of research in Public
Administration and political science on the (dedjreole of government and the
preferred size and composition of government spgndand on the determinants of

government spending (for the latter, see, e.g.,tl€asand McKinlay, 1976;
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Busemeyer, 2007). This literature can roughly hédéd into two streams. One looks
at attitudes to government intervention in socigtyl the economy and support for
‘big government’; the other looks at generic spagdpreferences and support for
welfare spending more specifically. Our hypothestisbe derived from these bodies
of research and will concentrate on ideology, sdHrest, political disaffection and

macro-economic factors. This paper adds to thatalitire by specifically asking for

citizens’ opinions in a time of a major fiscal csisrather than for attitudes to public

spending in non-turbulent times.

As a result of the availability of large multi-cdmn opinion datasets such as the
World Values Survey or the International Social i@yr Programme (ISSP) data,
various researchers have looked at public attitudesrds the size of government,
and why some people are more supportive of ‘bigegawment’ than others (see e.g.,
Borre and Scarbrough, 1995; Martin, 2011). Overd#liere appears to be a
considerable degree of ambivalence in opinions talktbe preferred role of

government (Gainous et al.,, 2008). A substantiahlper of studies have asked
citizens where they think government should spesdmoney on. This research
tradition is especially established with regard welfare spending (Shapiro and
Young, 1989; Jacoby, 1994; Confalonieri & Newto®93). Research on citizens’
spending preferences, both in general and in oglda welfare spending is suggesting
that attitudes may be influenced by two major fextd@he first argument emphasizes
the role of more general ideological dispositiamshaping citizens’ preferences. The

other emphasizes elements of self-interest indhadtion of attitudes to spending.

The role of ideology
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Partisan identification has been a recurrent exgitag factor, both in the literature on
the scope of government, and in that on attitudesvelfare spending. These two
bodies of literature presume that behind persod@blogy lie more general value
systems which determine right and wrong in termshef relationship between the
state, the individual and other institutions (Bglita and Legge, 2009, 2008;
Hasenfeld and Raferty, 1989). Numerous studiesugpat this thesis (Feldmann and
Steenbergen, 2001; Feldmann and Zaller, 1992; yad&94). Using data from the
National Election Study in the US, Jacoby (199d),dxample, found that a symbolic
politics orientation, such as party identificationliberal-conservative self-placement,
have a strong impact on citizens’ attitudes towgosernment spending on social
welfare. Battaglio and Legge (2009, 2008) lookedit&en support for electricity and
hospital privatization across a set of industredizcountries. They conclude that
support for privatization reforms can be partiaflyplained by a combination of
ideological predispositions and underlying valuBgght-leaning respondents were

more in favour of privatization reforms.

Francken (1984) looked into Dutch citizens’ prefexes for public spending, and
found such preferences to be related to polititfdiagion, in line with earlier work by

Lewis (1980; 1983; Lewis and Jackson, 1985). Y&t thlation partly depended on
the sector of public pending. In one of the fewserg studies on attitudes to
austerity, Popp and Rudolph (2011) found that gplinfluences support for an
economic recovery plan in an experimental settingh conservatives being less
supportive. Yet, they also found attitudes dependedwhich politician actually

proposed the plan.
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In line with this literature, we expect citizens avplace themselves on the left of the
political scale not to be in favour of a reductioh public spending (see also the
research by Francken and Lewis, and Svallfors ceadier). We, furthermore,
assume that politically right-leaning respondeni be in favour of a reduction in
public spending. It is unclear, however, how theglfabout public investments to
boost the economy. We expect left-leaning respasdenbe against a reduction in

public spending.

The government is wasting our money: the role difipal disaffection

The ideological argument is related to citizens'devi attitude to government.
Spending preference is probably not just influendsd whether people think
government should intervene in specific issues amas, but also by whether they
actually trust government. Indeed, perceived gawemt waste is one of the items
normally used in scales to measure political t(Gsaig et al, 1990). This means that a
preference for savings in public services may Hutte to do with (macro-)economic
or budgetary considerations, but with wider attsidowards government and its role.
This ‘political disaffection’ thesis suggests a pws relationship between political
distrust and anti-tax sentiment (Rudolph, 2009:) 24# you distrust government, you
are more likely to think taxes are too high (Beckl Dye, 1982). Still, contrary to
expectations, Rudolph (2009) found that politicakt actually increases support for
tax cuts (but only among Liberals). He explaineds thsing a trust-as-heuristic
explanation by introducing ideology as an additloraiable. It should be added that
while anti-tax attitudes often reflect low trustgovernment, such attitudes are often
not absolute. Hadenius (1985), in Swedish rese#oaimd that citizens thought taxes

were too high but they expressed a much more pesdititude to taxes when the
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survey guestion was presented as a trade-off batteges paid and benefits received.
In a similar way, Giger (2011) demonstrated thamtary to popular argument,
savings and retrenchment are not always unpoparet,that indeed (welfare state)
‘retrenchment is a popular policy choice for sonmevrs’, also when they vote for
religious or liberal parties (Giger and Nelson, 2D1n line with this literature, we
expect citizens who don'’t trust their governmentb® in favour of a reduction in
public spending (anti-government attitude — pditidisaffection thesis). By testing
this effect, we thus test whether people chooseduings in public services based on
an anti-government attitude rather than based otgddary or macro-economic

considerations.

Protecting your own purse: the role of self-intéres

A third explanatory factor found in the literatuseself-interest. Ferris (1983) suggests
that people make a cost-benefit calculation whesfepring additional or reduced
public expenditure. Extra government spending $s leurdensome for high income
groups; at the same time, he found that lower ire@roups prefer higher public
spending in e.g. housing, and that respondentschitdren favour public expenditure
in education. Self-interest thus plays a role —nwiieu are likely to need or benefit
from spending in certain areas, you are more likelgrefer higher public spending in
this area (Brook et al., 1997). Research also faimadl support for general cuts in
social spending is relatively low, while there isn@ support for specific cuts (Roller,
1999). Likewise, support for spending on developnaath decreases in times of cuts
and is replaced by local and domestic prioritigadktrom and Henson, 2011). In the
literature on welfare spending, the self-intereguenent states that those respondents,

who are (potential) beneficiaries of welfare refagervices, are more likely to have
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positive attitudes towards the welfare state anmated concepts when compared to
those who are ‘better-off'. The self-interest argunnhas been widely supported by
empirical investigations (Edlund, 1999; Svallfot997; Groskind, 1994; Hasenfeld
and Raferty, 1989). Using data from the Internatio8ocial Survey Programme
(ISSP), Svallfors (1997), for example, finds thablic attitudes on redistribution are
structured by certain patterns, such as classrdiftes, within different types of
welfare regimes. Age also appears to play a roleleniding about spending for
certain welfare services (e.g. pensions) (MacMah885). The elderly also appear to
be less likely to argue for spending cuts whenddrto choose between raising taxes

and cutting spending (MacManus, 1995).

We therefore expect self-interest to play a roléhim preferred policies in response to
the financial crisis. Vulnerable and economicallgrdipressed groups are more
dependent on government-funded programmes. Weeftrer expect these groups to
be against savings. In line with this argument, fuethermore, except those groups
who are recently receiving welfare services, orehawelfare recipients in their

immediate environment, also to be against cutsiblip services

Macro-economic factors

People’s preference for certain government resgotsé¢he crisis may differ across
countries, due to the general state of the econ@myhe financial situation of the
government (public debt, deficit). This is basedtlo® perception that in states where
the economic opportunity structure is limited, z@tis are in favour of state
contributions to fill this gap. Commentators fostance found that public support for

spending on welfare policies is higher in countrsere unemployment is high
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(Blekesaune and Quadagno, 2003), and where in@ilddare experiencing economic
strain (Blekesaune, 2013). Likewise, Fraire andd-€t995) found that support for
unemployment benefit cuts is lower in countrieshvathigh unemployment rate. As
regards citizen support for hospital privatizati®attaglio and Legge (2008) found
that within countries where levels of health spagdiere highest, the support for

privatization reforms was comparatively low.

We assume that in countries where government tefipublic debt and fiscal
pressure are very high, demands for a reductiopublic spending will be more
substantial, possibly out of a concern about gavemnt debt and deficit getting out of
hand. In countries where total government experglits high, we expect citizens to
be rather in favour of a reduction of governmergéngjing than preferring further
government expansion through taking measures tstlibe economy. In a similar
way, we expect a preference for savings in countngh high tax rates, in order to
reduce fiscal pressure. Finally, in countries wheEP per capita change is low, and
the economy thus slow, we expect respondents tadiely in favour of government

measures to boost the economy, and thus higheicrgeEnding.

Data and method

Individual and country level factors that account for citizensferences in response
to the crisis are examined. Hence, we utilize rayél modelling techniques which
allow us to simultaneously examine the effect afirdoy level and individual level

variables on an individual level dependent variabl@ our case, citizens’ spending
preferences in responses to the global financisiciThe reasons for using multilevel

statistics is 1) to be able to use context vargmbiat are not available at the individual

10
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level; and 2) because attributes of respondentirwithe same countries are
correlated with each other. This makes that themasions are not independent from

each other (Hox, 2010). Individual respondentgiane nested within country groups.

We use data from the Special Eurobarometer 74.¥ofiaans and the Crisis’,
collected in August and September 2010 using CAfRkefo-face interviews in
respondents’ homes. A total of 26,635 respondegésl1d and above in the EU 27
member countries participated in the overall survidey were selected following a
multi-stage, random probability sample (standaraioan route procedure starting at a
random starting address within administrative reg)o At these addresses, a closest
birthday rule was used to select respondents atathdress. Approximately 1,000
people were interviewed in each country (with txeeption of Germany: 1,600;
Cyprus: 500; Luxembourg: 500; Malta: 500; UK: 1,B0After deleting cases with
item non-response, a total of 23,652 cases wereided in the analysis. Non-
responses appeared to be similarly distributedsaccountries which provides some

evidence for the cross-national validity of our si@@ments.

Operationalization
In this section we will first introduce our depentevariable, individual level

independent variables, and then the country leneaiptors.

Dependent variable

The Eurobarometer survey contains a number of munssbn the financial crisis one
is particularly relevant for Public Administratioasearch, as it is directly probing for

citizens’ preferences in response to the crisis:

11
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‘Personally, would you say that to emerge from ¢thisis rapidly, EU

Member States should first reduce their public sip@m or should they

first invest in measures to boost the economy?’
Answer possibilities were i) first reduce their pabspending; ii) first invest in
measures to boost the economy; iii) both equ@bontaneous)Figure 1 shows the
frequencies for all countries of the EU-27. It ral¢e major differences between
countries, with more than 70% of respondents inreaik, or Lithuania preferring to
invest in measures to boost the economy in respiantee crisis, while around 50%
of the respondents in Slovakia and France, for @amhink that it would be

preferable to reduce public spending.

Figure 1: Financial policy preferences (N=23.652fercentages
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What is also apparent in the figure is that in soeoentries, quite a substantial
number of respondents have chosen the ‘both’ opsean though this answer was
not prompted by the interviewer. This has a nundfemplications for our model
because we cannot directly use the saving-spendiogotomy as a binomial
dependent variable. We, furthermore, assume ttsgtorelents opting for the both
category are not only expressing their mixed pesfee, but also do so because they

were not able to derive at a distinct preferenaeafoy of the given categories (see

12
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Berinsky, 2005). Hence in a number of cases it malystitute the ‘don’t know’

category. Thus the focus of our analysis will be @mtrasting preferences for
reducing public spending with those who prefer steeents in the economy as a
response to the crisis. Moreover, this assumptias &so supported when estimating
a multilevel ordered logistic regression model.gkecassumption of the ordered logit
regression is the proportional odds assumption hwiaissumes similar coefficients
across logit equations (Long and Freese, 2006)diWeun several specifications of
our model and all violated this assumption. We dfege opted for a multinomial

model with three categories in the dependent viriabduce spending (1); both (2);
and invest (3) However, the focus of our analysis will be ontcasting preferences

for ‘reduce spending’ with ‘invest in the economy’.

Independent variables

Due to the hierarchical data structure, we distisiglbetween determinants at the

individual (respondent) level, and determinantthatcountry level.

Individual level

At the individual level, we include measures fospendents’ political ideology,

political disaffection, self-interest (economic astr, homeownership, employment
status, and welfare recipient status), as welk eenge of controls such as traditional
demographic measures (age, gender), marital stadscation and place of

residence/type of community.

As regards political left-right self-placement peopere asked: ‘In political matters

people talk of "the left" and "the right". How walulou place your views on this

13
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scale?’. The scale ranges from 1 (left) to 10 ¢)ighlowever, since this question
typically produces a significant amount of missingses we grouped answer
categories in left (1-4 on the scale), middle (6+6the scale), right (7-10 on the

scale), and missing (all missing cases).

We conceptualize political disaffection using a swa which captures the extent of
anti-government attitudes. We added two variablgstrust in parliament’ and 2)
‘trust in government’. Both are measured on a tentpLikert scale, and measure an
underlying latent construct Scores on both items were added. A low degree of

institutional trust is thought to reflect high lév@f political disaffection.

Self-interest is measured using a number of vaglEconomic strain is measured
using respondents’ answers on a question abouthibesehold’s financial situation:
“A household may have different sources of income more than one household
member contributing to it. Thinking of your houdef®total monthly income, is your
household able to make end meet. APiswer possibilities ranged from 1 ‘very easy’
to 6 ‘with great difficulty’. This type of item haseen previously used by numerous
studies that looked into respondents’ self-perakiveconomic pressure (e.g.
Blekesaune, 2013; Vergolini, 2011; Whelan et &I0D). Respondents that experience
great economic hardship are more likely to be déeenon state contributions — be it
now or in the future. Employment status was coded ‘avhen currently unemployed
or temporarily not working, and ‘0’ for other. Homenership was coded as ‘1’ when
respondents own an apartment or a house and ‘Qotfeer. Respondents have also
been asked whether they (or people they are ctysare recipients of social welfare

services (or have received any in the last 12 ng)nthhose services include long-

14
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term care services, child care services, publicleynpent services, social housing
services, and social assistance. Respondents whavelfare recipients, or have
people in their immediate social environments whoeive such, are less likely to
support cuts towards public spending. This is soabse they would then be

personally affected by the cuts.

Control variables include age, gender, educatieteils, community size and marital
status. We constructed four age groups: 15-24 y2&f89 years; 40-54 years; and 55
years and older. Gender was recoded as 0 = femnadel = male. For educational
status, we grouped respondents in accordance o ape when they left fulltime
education into three categories: basic educatidb (rears), secondary education (16-
19 years) and higher education (>20 years). Inraeninimize effects, respondents
which were still studying were assigned to one b€ tthree categories in
correspondence to their age. Community size/placesidenceaegisters the type of
community the respondent lives in: a rural aresiltage (1); a small or medium size
town (2); or a large town (3). Marital status wasled in a way that ‘1’ denotes that
respondents are living in a relationship, whil®awas assigned for those that live on

their own.

Country level

Actual economic conditions and governments’ acfisgal responses to the crisis
differ across countries (see, e.g., Armingeon, 2@tZn overview of pro- and anti-
cyclical responses). In the analysis, we include foacro-level indicators at level-2
(country-level): Government deficit change, GDP papita change (in Purchase

Power Standards), fiscal pressure, government spgmad public debt. When using

15
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government deficit change and GDP change we lottkea2008-2010 period. We use
2008 as baseline as the year when macro-econonpacis of the financial crisis
started to have a significant impact on governnaeabunt®. By this we try to take
into account the dynamic nature of macro-econorfiects of the financial crisis on
countries’ budgets and their economic policy respsn We, furthermore, look at
fiscal pressure using tax revenue as a percent@D® in 2010, as well as total
general government expenditure as a percentageDéf i 2010. Country statistics
were taken from EUROSTAT (GDP, government defigitvernment expenditure,
government debt) and the World Bank’s World Develept Indicators (tax

revenues).

Analysis

We estimate a multinomial multilevel model whicloals individual level predictors
to have different estimates on the different outeoocategories of our dependent
variable. All country-level independent variable® grand mean centred, which
makes the intercept interpretable (Hox, 2010; L#@94). Estimations were carried
out running MLwiN from within Stata, using the ‘nntwin’ routine (Leckie and
Charlton, 2013). Cases with missing values on drlgeovariables are deleted prior to

the analysis.

In a first step of the analysis (model 0), we nésdstablish how the variance in
opinions within countries relates to variance betwecountries, and whether
multilevel analysis is actually needed. For theebas model, or the model with
intercept only, we find a significant chi squarerfgparing a multilevel model with a

pooled one), both for equation 1 (reduce publicéjy vs. invest in measuresf €
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468.3, df = 26, p <0.001); and for equation 2 (bathinvest) * = 1228.9, df = 26, p
<0.001). This means that individual respondentdiwi@a single country are more
alike than respondents in different countries, @énadl a multilevel analysis is therefore
necessary. We furthermore estimate an interclagglabon of 0.032 which shows
that only 3.2% of the total variance for the fiesfjuation (reduce vs. spending) lies at
level-2; for the second equation (both vs. invek?) 8% of the total variance can be

related to differences across countries.

In a second step (model 1), we add the individeradll variables. Table 1 shows the
findings. Results are reported as relative riskosatand have to be interpreted in
relation to the third category of the dependenialde (investing in the economy)
which serves as our base category. Our main iriteege is obviously not so much in
the second ‘both’ category (reported in the anniexd,mainly on contrasting outcome

categories ‘reduce public spending’ and ‘inveshim economy’.

Table 1: Modeling citizens’ preferences: reduce puiz spending versus invest in measures to

boost the economy

Model 0 Model1 Model2 Model3 Model4 Model5 Model 6
Invest vs. reduce

Intercept 0.823* 1.205*  1.201*  1.311*  1.293*  1.306**  1.30*
(0.053) (0.131)  (0.130) (0.132) (0.130) (0.132)  (0.131)
IDEOLOGY
Left-right identification (Ref: right)
Left 0.661**  0.661** 0.658** 0.661*** 0.664**  0.660***
(0.027)  (0.027) (0.027) (0.027)  (0.027)  (0.027)
Middle Q.777%* Q7779  Q.775%* Q777" Q.777%* 0.777*

(0.029)  (0.029) (0.029) (0.029)  (0.029)  (0.029)

POLITICAL DISAFFECTION

Institutional trust 0.964*  0.964%* 0.964** 0.964%* 0.964"*  0.964**
(0.006)  (0.006) (0.006) (0.006)  (0.006)  (0.006)

SELF-INTEREST

Economic strain 0.973*  0973*  0.973*  0.973*  0973*  0.974*
(0.012) (0.012) (0.012) (0.012) (0.012) (0.012)
Homeownership 1.034 1.034 1.036 1.032 1.033 1.036

(0.037)  (0.037) (0.037) (0.037) (0.037)  (0.037)
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Unemployment 0.954 0.954 0.953 0.953 0.952 0.954

(0.050)  (0.050)  (0.050)  (0.050)  (0.050)  (0.050)

0.931*  0931* 0929* 0931* 0930*  0.930*
(0.029)  (0.029) (0.029) (0.029) (0.029)  (0.029)

Welfare recipient

MACRO-ECONOMIC FACTORS
GDP change (2008-2010)

1.006
(0.017)
Government deficit change (2008-2010) 1.000
(0.000)
Government expenditure (2010) 0.993
(0.010)
Government tax revenue (2010) 0.988
(0.012)
Government debt (2010) 1.002
(0.002)
CONTROLS

Sex (Ref: female) 0.945%  0.0945¢  00945%  0.945*  0.943*  0.946*

(0.026)  (0.026)  (0.026)  (0.026)  (0.026)  (0.026)
Age (Ref: 55+ years)

15-24 years 0964 0964 0960 0964 0965  0.962
(0.047)  (0.047)  (0.046) (0.047) (0.047)  (0.047)
25-39 years 0.913%+ 0.914** 0911 0013 0.913%* 0.914%*
(0.035)  (0.035) (0.034) (0.035) (0.035)  (0.035)
40-54 years

0.861**  0.862** 0.861*** 0.861*** 0.862*** (0.860***
(0.031)  (0.031) (0.031) (0.031) (0.031)  (0.031)
Education (Ref: High)

Low 1.142*  1.142%  1.142% 1143  1.141**  1.142*

(0.051)  (0.051) (0.051) (0.051)  (0.050)  (0.051)

1.100%  1.101**  1.102**  1.100%*  1.100%*  1.100%*
(0.036)  (0.036) (0.036) (0.036) (0.036)  (0.036)

1.036 1.035 1.036 1.035 1.035 1.036
(0.031) (0.031) (0.031) (0.031) (0.031)  (0.031)

Medium
Marital Status

Community (Ref: Large town)

Rural 1.077* 1.078* 1.076* 1.078* 1.077* 1.078*

(0.038)  (0.038) (0.038) (0.038) (0.038)  (0.038)

0.951 0.952 0.951 0.952 0.952 0.950
(0.034)  (0.034) (0.034) (0.034) (0.034)  (0.034)

Medium or small town

Variance explained at Level-2 1.0% 1.0% 2.0% 3.0% 2.0% 1.0%

Intercept variance (SE) 0104 0104 0103 0102 0103  0.104
0105 (0.030) (0.030) (0.030) (0.029) (0.029) (0.029)  (0.030)
Inter class correlation 0.032

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

2 Explained between countries variance using Mod eeference.

3In multilevel models using a binominal-link funatisve commonly use 3.29 (the variance of a stanidgietic distribution) as
the variance at the observational level to comtheenterclass correlation (Hox 2010).

Results show that, first of all, ideology mattdRespondents who regard themselves
as left-leaning are more likely to prefer investmsein measures to boost the
economy. Those who are right-leaning, in contrast more likely to prefer
reductions in public spending. These effects aatissically significant across all

model specifications. As regards political disatifee we find that institutional trust
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has a statistically significant, but negative relaship with preferences for reducing
public spending. In other words, the greater tistitutional trust of respondents, the
more likely they are to prefer investments as gir@mriate policy response to emerge
from the global financial crisis. Looking at thet &€ predictors for self-interest, only
economic strain and welfare recipient status ttatissically significant. It shows that
experiencing economic hardship increases the pilatgalf preferring investments as
way out of the crisis. Furthermore, being a recipief welfare services, or being
closely related to one, has the same effect: thefgepmeasures to boost the economy
as a way out of the crisis, and not a reductigoublic spending. This lends support to
the self-interest hypothesis. Homeownership andngh@/ment, however, show no

statistical significant effects.

The same holds true for models 2 to 6 where couewsl variables have been added.
Since most of the predictors are strongly correlatéh each other, we examine their
potential effects individually. However, none ofe#ie country variables turn
statistically significant. Furthermore, their exmpddory power in terms of model fit is
also rather limited, since they have only a verykveffect on reducing the variance
of (the mean of) the intercept. When, furthermdoeking at the variance explained
by the country predictors, only model 4 (changegavernment expenditure) has a
minor effect. It increases explained variance aell (when compared to the null
model) by 3 percentage points. However, given a pavatively low interclass
correlation of 0.032 for the null model, this isngiaal. All in all we can be confident
in claiming that none of the level-2 variables faasignificant effect on the likelihood
of respondents’ preferences in response to thesciibese effects are also robust to

different operationalization of the used indicat¢using 2006 instead of 2008 as
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reference year, or using absolute government exipees as an alternative measure).
In other words, the macro-economic environment irccaintry or the national
government’s fiscal situation in terms of tax rewes, deficit, or public debt is
unlikely be related to individuals’ preferences for against public spending as a

response to the financial crisis.

As regards control variables, we find that age,catlan and living in a rural

community are turning statistically significant. rR@ning non-significant variables
all have the expected preceding signs. More spedlijyi we find people in the age
categories 25-39 and 40-54, when compared to thexlg] tend to prefer investments
to boost the economy rather than reducing pubkngmg as the forward to get out of
the financial crisis. This is probably so becausenvthey come closer to retirement,
they may fear cuts in this area. Following thisrptetation, it is in line with our

findings regards the self-interest of respondevitken compared to those who left
formal education at a later stage, however, thesipp holds true for lower educated
respondents. Interestingly, they rather prefer cgdos in public spending as a mean
to get out of the crisis. One potential explanatisnthat lower educated groups
consider savings to be the logical reaction toaitsfi Respondents living in rural

areas are also more in favour of reducing publendmpg. This may be so because in
rural areas social capital is found to be strontjem in more urbanized areas
(Hofferth and Iceland, 1998). Thus, rural inhabisafavour cuts in public services
since they know that their social networks will qmnsate for potential losses in the
provision of public goods. Another possible expteoora could be that rural

respondents have a more conservative economic okuthmd compare national

economies to households, where savings are thesohltion to a deficit.
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In the second part of the analysis, we comparecdtegory ‘both’ to ‘invest’. This
analysis is only of secondary importance for ourppse, and estimation results are
reported in the annex. Level-1 variables are siiyisignificant only in the case of
age and trust in government: Younger respondengs naore likely to prefer
investments over opting for the both category. Hagne holds true for those
respondents with a comparatively high political affisction. In terms of level-2
predictors, again, as also observed for the ‘rédueesus ‘invest’ analysis, none of
the macro-economic variables had a significant chpa the likelihood of preferring
one of the options over the other. A more detailisdussion on these results and their

methodological implications is provided in the &lling section.

Discussion and conclusion

In this article, we explored determinants of pulgieferences regarding government
responses to the global financial crisis. Citizerese asked whether they preferred
pro-cyclical (reducing public spending) or countgclical (investing in the economy)
policies as a way to get out of the crisis. We uaedultinomial multilevel model
consisting of individual- and country level variebl We looked at four sets of
explanations for attitudes to a reduction of pubpending in response to the financial
crisis: political disaffection, ideology, self-imest, and macro-economic conditions.
We found that political disaffection, ideologicalkegispositions and elements of self-
interest influence opinions on fiscal policies, asdrprisingly, that country-level

macro-economic indicators are largely non-signiftca

21



Savings in public services

The individual level findings appear to mean thahare conservative political and
economic outlook (as indicated by being older, Arthg more on the right of the
political left-right self placement scale) are tethto a preference for a reduction in
spending, rather than a preference for investmamtboost the economy. These
findings are in line with the literature on welfapending and the role of government

on the importance of ideology in attitudes to goweent spending.

Lower trust in government is related to a prefeeefoe a reduction in spending. This
could be interpreted as an expression of politideaffection — a belief that
government cannot be trusted with the people’s monea belief that government is
not capable to invest wisely to boost the econoaryig not the right institution to
take economy-boosting measures) as a way out ofctlsts. Answers to the
dependent variable are then not so much a measnteofe financial policy

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

Some of the measures used to measure self-intadsst influence citizens’

preferences for policy responses to the crisisdiRgs are in line with Moore et al.’s
(2010) findings on ‘loss aversion’. Respondenigegiencing economic strain in their
household, or who are (potential) beneficiarieseffare services are not in favour of

savings, possibly out of fear of losing out perdigna

The most remarkable finding is that the analysiggssted that differences in
preferences are only partly to be explained atdbentry-level rather than at the
individual level. Yet, at the same time we findtthat we thought to be the most

obvious variables — government debt, deficit chanG®P change, government
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expenditure and tax revenue are of very limitedlagtory power. This leaves
differences in preferences at country level unarpld At the same time, only 3.2 per
cent of variance is located at the country levdiisTmeans that it is mainly
individuals’ characteristics that matter, and th@cro-level factors seem to matter
very little after all. Next steps in explaining theuntry-level variance may focus on
alternative explanations, including historic expiaons (experience with previous

savings rounds), or explanations related to admnatige cultures.

One important limitation of this study are the ampé differences in answering
behaviour across countries, probably related terwigwer behaviour or training
during the Eurobarometer data collection. This fiero not acknowledged in other
studies using these data, despite the observatamntite methodological quality of
Eurobarometer is inferior to that of e.g. Europé&wtial Survey or the European
Values Survey (Kohler 2007). As a result of thes#einces, the number of
respondents opting for the ‘both (spontaneous)wanson the dependent variable
differs widely across countries. This creates a Imemof challenges in the analysis.
Secondly, item non-response on some variables rsnpaoblematic. Yet, at the same

time we have no evidence of a link with answerthéodependent variable.

A further limitation, which is unavoidable when mgisecondary datasets, is that the
items on crisis measures were preceded in the yuuwestionnaire by questions of
poverty and social services. This may have primgidions on the financial crisis.
However, the battery of questions on poverty anciascservices also lead to the
inclusion of measures on socio-economic statug)aoa strain and welfare recipient

status in the questionnaire, which would not hawsenb available had this
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Eurobarometer questionnaire focused exclusivelytlan crisis. Also, the level-2
variables all relate to the country level, therepgtentially masking regional
differences within countries. A related point relto the measures for deficit and
debt, which relate to central government, alsoaantries and environments where a
substantial part of government spending, and thditiand debt, is located at the
subnational or local level. For example, some fader strongly decentralized
countries such as Germany, Italy or Spain may éxistiboong regional disparities
among Regiorts However, for the time being, our study has predia first stepping
stone, and is, unfortunately, limited to the repreativity of the sample at the
national level which does not permit disaggregathng analysis. Thus future studies
that not only look at the country level, but extehd analysis to the regional or local
level would provide a further valuable contributitmthe study of citizens’ attitudes

towards government’s fiscal responses to the crisis

We also acknowledge the potential endogenous natuceir measure for partisan
ideology. This means that predictors such as ecanatmain, employment status,
welfare recipient status, or education are als@m@lly determining respondents’
ideology. This may bias the estimates of our measure fdaispa ideology. Thus
these findings should be interpreted with cautidowever, we also checked how
strongly those predictors are actually related wdbology, by looking at their
correlations’ None of them displayed a correlation coefficientager than 0.12,

which provides some evidence that this kind of oy be minor.
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Further research & implications

The Eurobarometer surveys are conducted for pgbegposes. Measurement of
concepts is generally done using single items a&wukstd scales. Further research into
public preferences regarding savings and austemgasures will have to develop
more detailed measurement scales to increase betkctoss-country) validity and

reliability of the measurement. The dependent Wéiaonly measured generic
attitudes to savings or public investment as poliegponse to the financial crisis.
Attitudes to savings may differ across policy areag. in favour of savings in arts

and culture, yet not in the area of education (sag, Ferris, 1983).

Our main finding is that opinions on preferred pploptions to cope with the global
financial crisis are not just related to but alsoldvels of institutional trust, and to
self-interest. This suggests that what is measorag not, in fact, be opinions about
fiscal or economic policy, but instead wider atliés towards government and
expressions of disaffection. It is therefore ridky policy makers to interpret an
attitude in favour of a reduction in public sperglas an attitude which says exactly
this. An indicator which at first sight measurenancial policy preference is then in
fact no more than an expression of discontent.heantesearch will have to look into
the reasons why people exactly use a reductiopaiding as their way of expressing
institutional distrust. A final important policy ipfication is that macro-economic
factors apparently do not matter much in the foromabf attitudes to savings. When
policy makers want to respond to the crisis, thdivave to develop a discourse that

also answers to issues of trust, ideology and pefself-interest.
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Table 2: Modeling citizens’ preferences: both verssiinvest in measures to boost the economy

Model0 Modell Model2 Model3 Model4 Model5 Model 6
I nvest vs. both
Intercept 0.410%*  0.476%*  0.474%* (487 (0475  0.481%*  0.470%*
(0.052)  (0.076) (0.076) (0.077) (0.076) (0.075)  (0.073)
IDEOLOGY
Left-right identification (Ref: right)
Left 0.988 0.987 0.976 0.988 0.997 0.985
(0.052) (0.052) (0.052) (0.052) (0.052)  (0.052)
Middle 1037 1036 1033 1037  1.040  1.040
(0.051) (0.051) (0.051) (0.051) (0.051)  (0.051)
POLITICAL DISAFFECTION
Institutional trust 0983*  0983* 0983  0983*  0983*  0.983*
(0.008)  (0.008) (0.008) (0.008)  (0.008)  (0.008)
SELF-INTEREST
Economic strain 0.970 0.970 0.969 0.970 0.968 0.972
(0.015) (0.015) (0.015) (0.015) (0.015)  (0.015)
Homeownership 1.031 1.031 1.032 1.031 1.030 1.036
(0.046)  (0.046)  (0.045)  (0.046)  (0.045)  (0.045)
Unemployment 0.939 0.939 0.938 0.939 0.940 0.932
(0.061) (0.061) (0.061) (0.061) (0.061)  (0.061)
Wedfare recipient 0976 0975 0973 0976 0976 0975
(0.037)  (0.037) (0.037) (0.037) (0.037)  (0.037)
MACRO-ECONOMIC FACTORS
GDP change (2008-2010) 1.013
(0.034)
Government deficit change (2008-2010) 1.000
(0.000)
Government expenditure (2010) 1.000
(0.019)
Government tax revenue (2010) 0.968
(0.022)
Government debt (2010) 1.007
(0.004)
CONTROLS
Sex (Ref: female) 0955 0955 0956 0955 0951  0.956
(0.033) (0.033) (0.033) (0.033) (0.032) (0.033)
Age (Ref: 55+ years)
15-24 years 0.752%+  0.752%+  (.744%% (753 0.750%*  0.746%
(0.047)  (0.047)  (0.046)  (0.047) (0.047)  (0.047)
25-39 years 0.884*  0.885*  0.882*  0.884* 0885  0.887*
(0.042)  (0.042) (0.042) (0.042) (0.042)  (0.042)
40-54 years 0.837+ 0.838* 0.836** 0838+ 0.841%* (8334
(0.038)  (0.038) (0.037) (0.038) (0.038)  (0.037)
Education (Ref: High)
Low 1.081 1.082 1.084 1.080 1.082 1.084
(0.059)  (0.059)  (0.059) (0.059) (0.059)  (0.059)
Medium 1.075 1.076 1.079 1.075 1.075 1.073
(0.044)  (0.044)  (0.044)  (0.044)  (0.044)  (0.044)
Marital Status 0967 0967 0966 0967 0967  0.967
(0.036)  (0.036) (0.036) (0.036) (0.036)  (0.036)
Community (Ref: Large town)
Rural 1.020 1.020 1.018 1.020 1.019 1.024
(0.045)  (0.045)  (0.045)  (0.045)  (0.045)  (0.045)
Medium or small town 0999 0998 0999 0999 0999  1.001
(0.044)  (0.044)  (0.044)  (0.044) (0.044)  (0.044)
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Variance explained at Level-2 1.4% 1.9%
Intercept variance (SE) 0.422 0.416 0.414

(0.117) (0.116) (0.115)
Inter class correlation 0.128

7.1%

00.392
(0.109)

1.7% 10.9%  10.4%
0.415 0.376 0.378
(0.115)  (0.105)  (0.105)

! We included one additional category (missing vellie the estimation (not reported in the modelpider to run our analysis

with as less missing cases as possible.

2 Explained between countries variance using Modss €eference.
%In multilevel models using a binominal-link funatisve commonly use 3.29 (the variance of a stankdaitic distribution) as

the variance at the observation level to compugértterclass correlation (Hox 2010).

Table 3: Descriptive statistics, individual level pedictors (N=23,652)

Variable Mean Std. Dev. Min, Max
Sex 0.463 0.499 0,1
Age: 15-24 years 0.116 0.321 0,1
Age: 25-39 years 0.240 0.427 0,1
Age: 40-54 years 0.265 0.441 0,1
Age: 55+ years 0.379 0.485 0,1
Education: basic 0.191 0.393 0,1
Education: secondary 0.476 0.499 0,1
Education: higher 0.333 0.471 0,1
Economic strain 3.281 1.296 1,6
Employment status 0.084 0.277 0,1
Homeownership 0.777 0.416 0,1
Marital status 0.627 0.484 0,1
Community: rural 0.359 0.480 0,1
Community: medium/small town 0.358 0.479 0,1
Community: large town 0.283 0.451 0,1
Polit. orientation: left 0.243 0.429 0,1
Polit. orientation: middle 0.337 0.473 0,1
Polit. orientation: right 0.223 0.416 0,1
Polit. orientation: missing 0.198 0.398 0,1
Trust in institutions 4.102 2.333 1,10
Welfare recipeint status 0.350 0.477 0,1
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' An alternative approach would be to exclude thehbcategory from the analysis and subsequently
estimate a binary logit model. We did so for chagkithe robustness of the results from the
multinomial models. The obtained estimates were wémilar to those from the results presented in
tables 1 and 2 (results are available upon request)

" Cronbach'’s alpha of 0.93 for the entire sampleéndiividual countries, Cronbach’s alpha scores eang
between 0.96 — 0.81 which provides some evidencettfe cross-country validity of our trust
measurement.

I When using 2006 (the year of the ‘outbreak’ of thisis) as reference year, results are similar to
those presented in tables 1 and 2 (results aréableaupon request).

¥ We would like to thank one of the anonymous regiessfor pointing this out.

Y We would like to thank one of the anonymous re@safor pointing this out.

Y We first looked at the original continuous meastwe partisan ideology with excluded non-
responses, using conventional correlations coefiisi, and then for the single categories of thanatd

variable of ideology as used in this study by theans of a polychoric correlation matrix.
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