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Abstract 

 

Most comparative studies on the determinants of  social spending have focused their 

analysis on affluent countries with stable democracies. Hence, the mechanisms explaining 

the (negative or positive) effects of  non-democratic regimes on social spending remain 

unclear. The goal of  this paper is to extend the analysis to non-developed countries in 

order to explore more in depth the impact of  democratic and non-democratic 

governments on social spending. To do so, we use an original database of  social spending 

in 17 Latin American countries between 1940 and 1980. Our preliminary results suggest 

that democracy had a positive effect on social spending only after a minimum level of  

democratization was achieved. We also argue that an equal distribution of  political power 

across socioeconomic positions fostered social spending during this same period. 
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1. Introduction 

What is the impact of non-democratic governments on social spending? Since 

democracy allows lower income groups to participate in the political process, one would 

initially expect that non-democratic governments tend to hamper social spending (Lindert 

2004, Hicks 1999). However, there are also theories pointing towards the opposite 

direction. Mulligan et al. (2010), for example, consider that economic growth and the 

ageing of population are the main drivers of social insurance growth, while political factors 

play no significant role. Cutler and Johnson (2004), in turn, consider that non-democratic 

governments may also increase social spending to achieve political legitimacy. Nonetheless, 

even if we can find these conflicting hypotheses in the literature, most comparative studies 

on the determinants of social spending have focused on affluent democracies. As a result 

there are numerous studies analyzing the factors influencing social spending in democratic 

contexts. There are, for instance, studies on the impact of electoral competition, voter 

turnout, left-wing parties, presidential vs parliamentary democracies, proportional vs 

majoritarian systems, centralized vs non-centralized governments, etc. (see, for example, 

Alesina et al. 2001, Hicks and Misra 1993, Hicks 1999, Huberman and Lewchuck 2003, 

Iversen 2001, Lindert 2004, and Piven and Cloward 1994). The mechanisms explaining the 

(negative or positive) effects of non-democratic regimes on social spending have attracted 

less attention, partly due to the lack of data for non-developed and non-democratic 

countries. 

The goal of this paper is to extend the analysis to non-developed countries in order to 

explore more in depth the impact of democratic and non-democratic governments on 

social spending. To do so, we use an original database of social spending in 17 Latin 

American countries between 1940 and 1980. The analysis of the Latin American case in 

this period is interesting for several reasons. Firstly, the region shows a significant variation 

in the type of political regime. Many countries were ruled by non-democratic governments, 

while others experienced gradual processes of democratization. Secondly, even if the region 

is far from being a pioneer in the development of social policy, the Welfare State achieved 

considerable development in many of these countries. Thus, we can find countries – such 

as Costa Rica or Uruguay – with generous social protection systems, along with other 

countries – such as Colombia or Nicaragua – with much less developed social protection 

systems. Finally, one can find many country singularities and notorious differences in the 

level of economic development in the region. Nonetheless, despite this varied levels of 

welfare state development, Latin America was at the same time a rather homogeneous 



region in terms of economic development strategy, with most countries relying on import 

substitution and state interventionism.  

Even though Latin America offers an interesting opportunity to study the impact of 

non-democratic governments on social spending, there are few quantitative studies 

analyzing the region and most of them focus on recent periods (mostly from the 1970s or 

1980s onwards). However, the initial rise of the welfare state in many Latin American 

countries can be traced back to the post-World War II period or even before. The analysis 

of the period 1940-80 seems crucial to obtain a more complete picture of the development 

of the welfare state in the region. Our preliminary results suggest that democracy had a 

positive effect on social spending only after a minimum level of democratization was 

achieved. We also argue that an equal distribution of political power across socioeconomic 

positions fostered social spending during this same period. These results suggest that Latin 

America faced the structural reforms of the 1980s and the abandonment of the import 

substitution industrialization with significant gaps in social protection to a large extent due 

to the lack of democracy in the region between 1940 and 1980.  

The paper is organized as follows. The next section summarizes some of the main 

theories on the relationship between the type of political regime and social spending. 

Section 3 presents our new dataset on social spending in 1940-80 Latin America. Section 4 

describes our empirical strategy and presents the political indicators that we use in the 

analysis. The results are discussed in section 5, and section 6 concludes. 

 

2. Democracy and the welfare state in Latin America 

The rise of the welfare state has often been seen as the result of the structural 

transformations brought about by industrialization and economic growth (Kerr et al. 1964, 

Wilensky 1975). However, the role of political factors has also attracted the attention of 

scholars. Lindert (2004), for example, shows that the extension of voting rights in 

developed countries had a positive impact on social spending in 1880-1930. Similarly, 

Haggard and Kaufman (2008) and Espuelas (2012) find that democracy had a positive 

effect on social spending in both Europe and several developing countries in the post-

World War II era. The extension of voting rights and the consolidation of democracy 

allowed lower income groups to participate in the political process, form political parties 

and unions, and pressure for higher social spending. Indeed, the so-called power-resource 

theories consider that for democracy to have a positive effect the working class must take 

advantage of the opportunities afforded by democracy, organizing trade unions and strong 



political parties (Korpi 1983). According to Hicks (1999), for example, working class 

mobilization was crucial for the development of social insurance in developed countries 

before World War II. After the war, however, when the Keynesian consensus was 

established, the differences between left-wing and right-wing political parties blurred. Only 

when the Keynesian consensus broke apart in the 1980s social democracy recovered a 

prominent and clearly differentiated role in the defense of the welfare state, at least in some 

countries. 

Wilensky (1981), instead, maintains that the greatest promoters of social policy after 

World War II were Catholic parties. Manow and Van Kersbergen (2009), however, qualify 

this, as they consider that Catholic parties played a positive role only when these had to 

compete electorally against social democratic parties. More recently, Bradley et al. (2003) 

have shown that if, instead of analyzing aggregate social spending levels, one examines the 

ability of social policy to reduce inequality, left-wing governments do show positive effects. 

The reason is that even though social benefits may be relatively generous under Catholic 

parties’ governments, these often tend to reproduce market inequalities; which is, in turn, 

consistent with Esping-Andersen’s (1990) welfare regimes categorization. Other authors, 

instead, consider that political factors are irrelevant for the development of social policy. 

Mulligan et al. (2010), for example, find no differences in social security spending growth 

between democratic and non-democratic governments, so that the relevant variables are 

economic growth and the ageing of the population. Either of these variables would 

translate into growth in social security spending independently of the prevailing political 

regime. Similarly, Sala-i-Martin (1996), suggests that democratic and non-democratic 

governments promote mandatory retirement alike to improve the average stock of human 

capital in the economy and stimulate productivity growth. 

Cutler and Johnson (2004), in turn, consider that non-democratic regimes may 

stimulate the development of social policy to achieve political legitimacy and remain in 

power. Similarly, Acemoglu and Robinson (2005) theorize that non-democratic 

governments may be willing to make social concessions to remain in power when facing 

strong political opposition. However, in order to do so, non-democratic governments need 

to find the way to overcome their commitment problems. Since, by definition, in the 

absence of democracy all formal political power is in hands of the ruling elite, the 

government needs to convince the political opposition that social promises will be fulfilled 

once they demobilize. Otherwise the opposition will not demobilize and the government 

will no longer have incentives to implement any social reform. 



As for the studies focusing in Latin America the empirical evidence is also inconclusive. 

For example, Haggard and Kaufman (2008) maintain that after World War II democracy 

stimulated the development of the welfare state in several developing regions, including 

Latin America. Similarly, Brown and Hunter (2004) concluded that democracy had a 

positive effect on education spending in the time period 1980-97. A similar finding was 

reported by Huber et al. (2008), who focusing on the time period 1970-2000 found that 

democracy had a positive effect on the evolution of social spending. The authors also argue 

that partisanship had no significant effect on social spending, the reason being that after 

highly repressive, dictatorial regimes, Latin American left-wing parties entered democratic 

politics as rather weak actors. Similarly, Huber and Stephens (2012) consider that 

democracy is one of the most important determinants for redistributive social policy. 

Democracy not only allowed for the development of left parties, but it also promoted 

electoral competition of non-left parties with left parties. Finally, Garay (2016) also 

highlights the importance of democracy for social policy change. According to this author, 

the social policy expansion that occurred after 1980 can be explained by a combination of 

electoral competition and mobilization from below. In fact, mobilization from below could 

also help explaining social policy expansion when formal political participation mechanisms 

are limited, as in Peron’s Argentina, for example. 

Nevertheless, there are also studies finding no significant differences in social spending 

growth between democratic and non-democratic governments. Kaufman and Segura-

Ubiergo (2001) and Segura-Ubiergo (2007), for example, find that neither popularly based 

governments nor democracies consistently spend more on social policy than conservative 

governments or autocracies. However, democratic and non-democratic governments do 

have a differentiated impact depending on the social spending category. Democracy did not 

stimulated the growth in social security spending (which mostly benefits formal workers), 

but had a positive impact on education and health-care spending. In the same vein, Peres-

Cajías (2017) shows that the military government that followed the 1952 revolution in 

Bolivia had a positive impact on education spending. Even though political voice was 

restricted, social mobilization increased significantly after the revolution, particularly among 

the Aymara population.1 Finally, Arroyo Abad and Lindert (2017) show that military 

autocracies differed in their redistributive strategies. While Chile under Pinochet (1973-89) 

                                                 
1 Social mobilization increased partly as a result of some radical redistributive measures introduced after the 

revolution, as for example the 1953 agrarian reform, which contributed to the social empowerment of the 

Aymara population in the west side of the country. 



implemented clearly regressive policies, the military junta in Uruguay (1973-85) left the tax 

and social spending mix alone, while Peru’s military regime (1968-80) was quite progressive 

instead. However, they do not analyze the reasons behind this pattern. 

 

3. A new database of social spending in Latin America (1940-1980) 

To analyze the impact of the type of political regime on the evolution of social 

spending we have built a new database covering 17 Latin American countries for the time-

period 1940-1980. Data has been mostly gathered from the international inquiries on the 

cost of social security that the International Labor Office (ILO) conducted on a regular 

basis between 1949 and 1999. The results of these inquiries were regularly published under 

the title of “The Cost of Social Security”. Since the concept of social security varied greatly 

from country to country, for the sake of comparability the ILO formulated certain criteria 

that had to be satisfied by the scheme or service in question before it could be considered 

as forming part of the "national social security system". These criteria were as follows: 

“(1) the objective of the system must be to grant curative or preventive medical care, or to 

maintain income in case of involuntary loss of earnings or of an important part of earnings, 

or to grant supplementary incomes to persons having family responsibilities; 

(2) the system must have been set up by legislation which attributes specified individual 

rights to, or which imposes specified obligations on, a public, semi-public or autonomous 

body; 

(3) the system should be administered by a public, semipublic or autonomous body.” (ILO 

1964, p. 2). 

These criteria are, on the other hand, similar to current OECD definitions of public 

social spending.2 Data for the period before 1949 have been obtained from the Inter-

American handbook of social insurance institutions, also published by the ILO in 1945, containing 

data for the early 1940s. The remaining gaps have been filled, when possible, with 

information coming from the statistical yearbook of the United Nations and national 

sources such as national statistical yearbooks and the statistical yearbooks of the respective 

national social security funds. In the case of Uruguay the data come from Azar et al. (2009). 

From the original sources we have been able to disaggregate social spending into 5 

categories: pensions (including old-age, invalidity and survivors’ pensions), sickness-

maternity (including sickness and maternity leave plus employment injuries cash benefits), 

                                                 
2 See Adema et al. (2011), pp. 88-118. 



unemployment, medical care (including benefits in kind to social insurance beneficiaries), 

and family allowances.3 

 

Figure 1. Total social spending/GDP, several countries (1940-1980) 

 

Sources: see text.  

 

Figures 1 to 6 show the evolution of all these categories of social spending in the 17 

Latin American countries included in our sample. As shown in Figure 1, the period 

between 1940 and 1980 was characterized by a steady increase in social spending in most 

countries, especially in the biggest and wealthiest countries such as Brazil, Chile and 

Uruguay. The latter was, since the beginning of the period, one of the social spending 

leaders in the region. In two Central American countries, Costa Rica and Panama, the 

growth in social spending started a bit later but reached similar levels to some of the 

leading countries. Aggregate levels of social spending, however, remained low – at least for 

the European standards – during the whole time-period. In many countries, total social 

spending did not reach 5% of GDP. Even in the leading countries remained below 10% of 

                                                 
3 We have also been able to gather some data on public health spending (providing medical attention, curative 

or preventive, to the general population–that is not limited to social insurance beneficiaries-) and public 

assistance (providing welfare benefits to non-social insurance beneficiaries). However, the data is still 

incomplete and have not been used in this analysis. 
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GDP. Import substitution and state-led industrialization favored some welfare state 

development, but (unsurprisingly) failed to achieve similar levels to those of developed 

countries. 

 

Figure 2. Pensions/GDP, several countries (1940-1980) 

 

Sources: see text.  

 

Interesting patterns also arise when we analyze the evolution of social spending 

category by category. In the leading countries in the initial development of the welfare state 

(mostly Southern Cone countries plus Brazil), pensions appear as the most important 

category and the main driver of social spending growth (see Figure 2). By contrast, in 

Central America, medical care and sickness-maternity benefits are much higher in relative 

terms (and often higher than pension spending). This is true for Costa Rica where medical 

care spending reached the highest levels in the region but it is also observed for Panama 

and other Central American countries with a less impressive performance like Nicaragua, 

El Salvador or Guatemala (see figures 3 and 4).  
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Figure 3. Medical care/GDP, several countries (1940-1980) 

 

Sources: see text.  

 

Figure 4. Sickness-maternity benefits/GDP, several countries (1940-1980) 

 

Sources: see text.  
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Figure 5. Family allowances/GDP, several countries (1940-1980) 

 

Sources: see text.  

 

Figure 6. Unemployment benefits/GDP, several countries (1940-1980) 

 

Sources: see text.  
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As for family allowances, these were nonexistent during the whole time period in most 

of the countries of our sample. Only in the leading countries of the Southern Cone plus 

Brazil and two interesting exceptions (Bolivia and Colombia), there is some growth in this 

budgetary item. Moreover, it seems that in all these countries spending in family allowances 

followed an inverted U-shape, growing at the beginning of the period and declining from 

the 1970s onwards (Figure 5). Finally, unemployment spending shows a somewhat 

surprising pattern. Only Chile, Uruguay and Ecuador show levels above zero percent of 

GDP. In the other countries unemployment spending remained at virtually zero percent of 

GDP or was simply nonexistent (Figure 6). Given the lack of variation in both family 

allowances and unemployment spending, in the empirical analysis of the following sections 

we would initially expect no significant impact of the political regime type on these 

categories of social spending. 

 

4. Empirical strategy 

This section presents the methodological approach used to explore the impact of non-

democratic governments on social spending in Latin America. Our main independent 

variable of interest comes from the Varieties of Democracy (V-Dem) dataset, and measures 

the extent to which electoral democracy is achieved in its fullest sense (called “electoral 

democracy index”, or “polyarchy”). The variable is formed by combining the weighted 

average and the multiplication of five core components of democracy, namely the level of 

freedom of association, freedom of expression, suffrage, the extent to which elections are 

free and fair, and the extent to which chief executive and legislative actors are appointed 

through popular elections. The combination of the two aforementioned aggregation 

methods assumes that every component is to a certain degree essential to achieve the fullest 

level of democracy, but at the same time allows every component to partially compensate 

for poor rates in others (Teorell et al., 2016).  

The variable follows a maximalist conception of democracy based on Dahl (1998), 

which takes into account non-electoral factors (such as freedom of expression and 

association) that make elections meaningful (Teorell et al., 2016). Other indices of 

democracy rely on a minimalist conception of democracy that emphasizes the level of 

suffrage and the voting procedures (e.g., Boix et al. 2012). We opt for the former rather 

than the latter because we are not interested in the electoral procedures per se, but in the 

extent to which democracy in its fullest sense affects the attitudes of policy-makers towards 

social spending.  



We also use the ordinal variable “power distributed by socioeconomic position” from 

V-Dem to capture the capacity of social movements and the poorest social groups to 

influence policy (Coppedge et al., 2018). The variable measures the extent to which the 

political power is evenly distributed across economic groups. It takes values 0 to 4, being 0 

the most unequal distribution of power (the wealthy enjoys a monopoly on political power) 

and 4 the least (political power is evenly distributed across economic position). V-Dem 

relies upon a set of statistical tools to model the latent scores of the coders’ estimates 

(based on the observation of manifestations of the latent variable), taking into account the 

potential coder errors and inconsistencies (Pemstein et al, 2018).  

We begin our analysis by using panel fixed effect model with cluster-robust standard 

errors to examine the relationship between the level of democratization and the level of 

social spending using 4-year benchmarks. Our baseline estimation equation is: 

 

                     
                                              (1) 

 

where Sit is social spending in year t and country i, Pit is our variable for democratization, 

DPit stands for our variable on the distribution of power, Zit is a vector of control variables, 

ai are country fixed effects parameters, and θt are time fixed effects parameters. β2 is the 

parameter for polyarchy squared, which we use to explore a potential non-linear 

relationship between democracy and social spending. In particular, we want to determine 

whether the effect of democracy is dependent on a minimum level of democratization. We 

also run the same estimation equation without polyarchy squared to identify any linear 

effects. Our set of control variables include GDP per capita, trade openness, total 

population, urban population, population over 65 years old and international and civil 

wars.4  

As mentioned in the previous section, our dataset disaggregates social spending into 

five basic categories (pensions, sickness-maternity, medical care, family allowances and 

unemployment). These basic categories can be in turn aggregated into some intermediate 

categories: total cash benefits, total social security and total social spending. Total cash 

benefits include pensions, sickness-maternity and unemployment spending. Total social 

security accounts for total cash benefits plus medical care, whereas total social spending 

                                                 
4 GDP per capita and total population come from Bolt et al. (2018); trade openness from Fouquin and Hugot 

(2017); urban population from Coppedge et al. (2018); population over 65 years old from United Nations 

(2017); and international and civil wars from Sarkees and Wayman (2010).  



additionally includes family allowances. We run our baseline model with all these categories 

of spending (with the exception of unemployment benefits, which were 0 for most of our 

countries during the entire period). 

We complement the aforementioned analysis with an empirical strategy analogous to a 

differences-in-differences approach. We treat sudden changes in the electoral democracy 

index as if they were shocks in a difference-in-difference setup. In particular, we consider 

all countries with abrupt changes in the index as part of our treatment group, whereas 

countries with little to no changes (which happen to have relatively low levels of 

democracy) are part of our control group. The treatment group takes value 1 when the 

index is high in relative terms (compared to the rest of the period in each country), and 0 

otherwise. The control group takes value 0 altogether. For instance, El Salvador is part of 

our control group due to the consistently low levels of democracy over the entire period 

(see Figure 7). By contrast, Chile is included in the treatment group owing to the dramatic 

plunge in democratization after the military coup of General Pinochet in 1973. In this 

specific example, the period 1940 to 1972 takes value 1 (high levels of democracy) whereas 

the period since 1973 takes value 0 (low levels of democracy). Brazil, as a third example, 

takes value 1 from 1947 to 1963 and 0 otherwise.  

 

Figure 7. Polyarchy, several countries (1940-1980) 

 

Sources: see text.  

0
.2

.4
.6

.8
0

.2
.4

.6
.8

0
.2

.4
.6

.8
0

.2
.4

.6
.8

1940 1950 1960 1970 1980 1940 1950 1960 1970 1980 1940 1950 1960 1970 1980

1940 1950 1960 1970 1980 1940 1950 1960 1970 1980

Argentina Bolivia Brazil Chile Colombia

Costa Rica Dominican Republic Ecuador El Salvador Guatemala

Honduras Mexico Nicaragua Panama Paraguay

Uruguay Venezuela

P
o

ly
a
rc

h
y



 

This approach aims at exploring the extent to which significant changes in the level of 

democracy translate into subsequent changes in social spending. More precisely, we want to 

compare changes in social spending between countries that experienced “democratic 

shocks” and countries that didn’t. The corresponding estimation equation is: 

 

                                                                  (2) 

 

where Sit is social spending in year t and country i, Pit is our variable for democratization 

(polyarchy), Iit stands for the treatment group dummy variable (aka “intervention” in 

differences-in-differences models) and β3 is the parameter for the interaction between the 

dummy variable and polyarchy. Similarly than in equation (1), DPit stands for our variable 

on the distribution of power, Zit is the same vector of control variables, ai are country fixed 

effects parameters, and θt are time fixed effects parameters. 

 

5. Results 

Table 1 presents the results for our panel analysis for all our categories of spending. 

The coefficient for our first main variable of interest, namely polyarchy squared, is positive 

and significant for total cash benefits, total social security, and total social spending, 

whereas polyarchy is negative and significant. These results imply that democracy and 

social spending have a non-linear relationship, according to which increases in the degree 

of democratization are associated with increases in social spending only after democracy 

reaches a minimum threshold. Below this threshold democracy does not foster social policy 

expansion, the most likely reason being that semi-democratic regimes face fewer incentives 

than democracies to content their voters and endure fewer pressures than autocracies to 

appease social turmoil.5  

Along with democratization, equal access to power turns out to be positively and 

significantly correlated with these same categories of spending. The more evenly distributed 

the political power is, the more social spending grows. The fact that both democracy and 

equal access to power are positive and significant reveals that the capacity of the poorest 

                                                 
5 We have run the same models excluding polyarchy squared to explore potential linear effects. The 

coefficients for polyarchy become insignificant in all models.  



social groups to influence policy matters even in non-democratic contexts.6 The autocratic 

regime in Brazil after the military coup d’Etat against Joao Goulart in 1964 exemplifies this 

phenomenon. Despite of its initial opposition to the Statue of Rural Worker and the new 

social security legislation enacted by Goulart in 1963, the military ended up implementing 

both of them to prevent rural mobilization. Rural unions were included in the 

administration of health care services, and pensions grew significantly during the early 

1970s. Even if union militancy was severely repressed and social policy was mainly used to 

demobilize the countryside, the dictatorship felt compelled to respond to some of the 

union’s demands and to extend their voice in the social security administration. The 

government of Perón in Argentina (1946-1955) also shows how the capacity of low-income 

groups to influence policy can foster ambitious social programs even in a context of limited 

democracy (Garay, 2016).  

 

                                                 
6 We have also included an additional variable to control for the head of government’s ideology (from 

Brambor and Lindvall, 2017). Even if we lose some countries due to the lack of data on the ideology of 

Central American head of governments, our core results remain the same (see Table A1 in the Appendix).  



Table 1. Social spending, different categories (1940-1980) 

 (1) (2) (3) (4) (5) (6) (7) 
VARIABLES Sickness Pensions Total cash 

benefits 
Medical care Total social sec. Family allow. Total social 

spending 

        
Polyarchy -0.222 -3.406*** -4.059*** -3.753* -7.688** -0.572 -6.495** 
 (0.322) (0.902) (1.077) (1.995) (2.782) (2.827) (2.999) 
Polyarchy2 -0.0173 3.638*** 4.247*** 5.173* 8.973** 0.721 7.641* 
 (0.497) (1.043) (1.422) (2.885) (4.002) (3.270) (4.288) 
Equal power 0.0332 0.141* 0.196** 0.0863 0.275** 0.00408 0.338** 
 (0.0225) (0.0791) (0.0789) (0.0578) (0.124) (0.106) (0.151) 
GDP pc 2.41e-06 -4.45e-05 -2.30e-05 4.71e-05 3.14e-05 9.98e-06 5.24e-05 
 (2.19e-05) (8.50e-05) (0.000110) (5.58e-05) (0.000145) (4.95e-05) (0.000174) 
Population 1.51e-06 -4.69e-05*** -0.000192*** 3.83e-06 -0.000109 -9.75e-05*** -0.000174 
 (1.67e-05) (1.46e-05) (6.40e-05) (1.74e-05) (8.03e-05) (1.35e-05) (0.000104) 
Urban Population -1.303** -3.497 -5.752 -6.505 -11.87 -0.0896 -13.78* 
 (0.495) (2.632) (3.518) (3.858) (6.891) (2.907) (7.731) 
Population > 65 0.000120 0.00160*** 0.00526*** 0.000440 0.00378* 0.00226*** 0.00540** 
 (0.000368) (0.000365) (0.00151) (0.000367) (0.00189) (0.000409) (0.00254) 
Trade openness 0.0390 -0.299 -0.299 0.701* 0.355 -0.470 -0.0816 
 (0.0750) (0.775) (0.751) (0.365) (1.041) (0.600) (1.269) 
Inter-state wars -0.0916* -0.0217 -0.384* -0.0790 -0.422 0.214 -0.496 
 (0.0456) (0.244) (0.184) (0.126) (0.273) (0.308) (0.390) 
Intra-state wars -0.0111 -0.441* -0.253 -0.306* -0.608 -0.519 -0.650 
 (0.0362) (0.230) (0.175) (0.167) (0.371) (0.478) (0.414) 
Constant 0.480** 2.284* 3.232** 2.652 5.671** 0.329 6.451** 
 (0.201) (1.127) (1.305) (1.520) (2.622) (0.685) (2.849) 
        
Observations 128 137 130 134 129 133 125 
R-squared 0.739 0.640 0.674 0.674 0.716 0.377 0.687 
Number of countries 17 17 17 17 17 17 17 

Notes: OLS models with cluster-robust standard errors (standard errors are in brackets). *** significance at 1%, ** significance at 5%, * significance at 10%. Country and time fixed 

effects included in all models. 



As for the disaggregated budgetary item, we find similar effects in pensions and medical 

care. In the case of sickness and family allowances, by contrast, no significant effect is 

observed. All these results entail that the lack of democracy in the region during the early 

stages of their welfare state systems contributed to leave the Latin American governments 

with significant gaps in social protection on the eve of the structural reforms of the 1980s.   

Table 2 displays the results of our second empirical strategy. The coefficient for our 

main variable of interest (the interaction between polyarchy and the treatment group) is 

positive and significant for medical care and total social security. This implies that positive 

changes in the treatment group increase social security spending above the control group. 

We infer from these results that democracy is positively associated with the expansion of 

social security spending, which reinforces our previous conclusions.  

Equal access to power holds a positive and significant coefficient in the same budgetary 

items than in Table 1. These results confirm the narrative described above: both democracy 

and a more evenly distributed access to power across socioeconomic groups fostered social 

spending. One of the most distinctive differences between these two variables rests on the 

fact that the distribution of power, unlike democracy, seems to exert a linear effect on 

social spending. Namely, the less influence the wealthy have on policy decisions, the better 

for the expansion of social spending. The rationale behind this relationship seems clear: 

social services will grow as long as their beneficiaries (middle and low income groups) can 

effectively intervene in the decision-making process. If the wealthy dominates or 

monopolize the political power, expanding social spending won’t be the political priority 

(rather the opposite).7 

                                                 
7 We have also included the variable on the distribution of power squared to rule out any possible non-linear 

effects (see Table A2 in the Appendix). The coefficients for both variables remain positive and significant, 

which suggests that the impact of the distribution of power increases as power becomes less unequally 

distributed (but without any signs of a U-shape relationship).   



Table 2. Social spending, different categories (1940-1980) 

 (1) (2) (3) (4) (5) (6) (7) 
VARIABLES Sickness Pensions Total cash 

benefits 
Medical care Total social sec. Family allow. Total social 

spending 

        
Polyarchy*Treatment 0.0963 1.038 1.228 2.391* 3.271** 0.120 1.779 
 (0.223) (0.649) (0.749) (1.320) (1.499) (2.084) (1.744) 
Polyarchy

 
-0.182 -0.162 -0.621 -0.527 -1.096 0.474 -0.00580 

 (0.147) (0.389) (0.560) (0.778) (1.038) (0.977) (1.412) 
Treatment -0.0861 -0.850* -0.865* -1.040* -1.881** -0.335 -1.444* 
 (0.102) (0.424) (0.438) (0.576) (0.802) (0.933) (0.758) 
Equal power 0.0334 0.120* 0.171** 0.0565 0.223* 0.00610 0.298* 
 (0.0224) (0.0682) (0.0703) (0.0629) (0.114) (0.112) (0.141) 
GDP pc -1.33e-07 -2.83e-05 -1.73e-06 7.94e-05 7.86e-05 5.00e-06 9.75e-05 
 (1.90e-05) (8.55e-05) (0.000110) (7.06e-05) (0.000154) (3.88e-05) (0.000185) 
Population 3.03e-06 -5.12e-05*** -0.000177** 2.58e-06 -8.54e-05 -9.96e-05*** -0.000156 
 (1.71e-05) (1.49e-05) (6.46e-05) (1.81e-05) (8.21e-05) (1.18e-05) (0.000101) 
Urban Population -1.190* -1.873 -3.576 -5.722 -8.158 0.852 -9.898 
 (0.572) (2.206) (3.206) (4.090) (6.087) (3.829) (6.851) 
Population > 65 6.80e-05 0.00150*** 0.00469*** 0.000336 0.00281 0.00222*** 0.00453* 
 (0.000372) (0.000362) (0.00149) (0.000433) (0.00205) (0.000467) (0.00254) 
Trade openness 0.00186 -0.303 -0.287 0.763** 0.375 -0.527 0.0565 
 (0.0813) (0.742) (0.747) (0.329) (1.010) (0.668) (1.249) 
Constant 0.455** 1.287 2.014* 1.916 3.503* -0.0926 4.148* 
 (0.214) (0.805) (0.955) (1.331) (1.897) (1.140) (2.110) 

        
Observations 128 137 130 134 129 133 125 
R-squared 0.746 0.642 0.669 0.646 0.702 0.381 0.678 
Number of countries 17 17 17 17 17 17 17 

Notes: OLS models with cluster-robust standard errors (standard errors are in brackets). *** significance at 1%, ** significance at 5%, * significance at 10%. Country and time fixed 

effects included in all models. Inter-state and Intra-state wars also included in the models but not shown in the table.  



Some of the coefficients for our control variables deserve some attention. Population 

above 65 years old appears to be positively and significantly correlated with several 

budgetary items, mostly driven by its expected impact on pensions and (somehow more 

surprisingly) on family allowances (which perhaps is suggesting that family allowances were 

the result of pro-natalist policies). This result holds even when controlling for total 

population, which appears to be negatively correlated with several budgetary items.8 The 

other demographic and economic variables do not manifest themselves as statistically 

significant in most models. Trade openness shows a positive and significant effect in the 

case of medical care, which could be interpreted as weak support to Rodrik’s (1997) 

compensation hypothesis. As for inter-state and intra-state wars, both variables seem to 

have a negative impact on some budgetary items. Unlike the positive effects that some 

authors have attributed to the two World Wars (particularly on the European welfare 

states), our results suggest that the wars fought by Latin American states in this period did 

not contribute to expand the welfare state systems whatsoever (Obinger and Petersen, 

2017). 

 

6. Conclusions 

The literature on the determinants of social spending has focused most of its attention 

on the analysis of affluent countries, which tend to benefit from relatively high levels of 

democracy. In this paper we bring the debate to Latin America in the early stages of their 

welfare state systems in order to explore more in depth the impact of democratic and non-

democratic governments on social spending. To do so we use an original dataset of social 

spending in 17 Latin American countries from 1940 to 1980. The dataset includes three 

broad categories of social spending, namely total cash benefits, total security spending and 

total spending, as well as five sub-categories: pensions, sickness and maternity leave 

benefits, medical care, family allowances and unemployment benefits. We analyze the 

extent to which democracy and the distribution of power across socioeconomic groups 

influence the evolution of these categories and sub-categories of social spending by making 

use of new indices compiled by V-Dem.  

                                                 
8 The coefficient for total population becomes positive and significant in most models when we exclude 

population over 65 years old. These results suggest that the correlation between population and social 

spending was driven by the number of its elderly population.  



Our preliminary results suggest that both democracy and an equal distribution of 

power are positively associated with higher social spending. In particular, we argue that 

democracy fosters social spending only when it exceeds a minimum level of 

democratization. Below this level, democracy exerts a negative impact, which suggests that 

limited democracies are not any better than autocracies when it comes to expanding social 

spending. By contrast, the coefficient for the distribution of power is consistently positive 

across model specifications (and across most budgetary items), which implies that a 

privileged access to power by the wealthy hinders social spending.  

Our results call for new research that addresses the mechanisms through which low 

and middle income groups make their voices heard in the policy-making arena in 

developing countries, and the relative importance of each of them in shaping policy 

decisions on social spending. Further research is also needed to explore the specific 

features of democracy that drive the positive relationship between social spending and 

democratization.  
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8. Appendix 

 



Table A1. Social spending, different categories (1940-1980) 

 (1) (2) (3) (4) (5) (6) (7) 
VARIABLES Sickness Pensions Total cash 

benefits 
Medical care Total social sec. Family allow. Total social 

spending 

        
Polyarchy -0.306 -4.951* -6.041*** -2.622 -9.027*** 0.171 -7.398** 
 (0.312) (2.350) (1.461) (2.053) (2.592) (2.110) (2.786) 
Polyarchy2 

-0.0266 5.205*** 5.572*** 4.479* 10.37** 2.074 8.253* 
 (0.388) (1.631) (1.344) (2.421) (3.831) (4.664) (4.440) 
Equal power 0.113*** 0.257 0.631*** 0.0373 0.621*** -0.506 0.951*** 
 (0.0207) (0.349) (0.102) (0.138) (0.0986) (0.669) (0.115) 
HoG ideology 0.00744 -0.0432 -0.0863 0.00623 -0.0907 0.0372 -0.135 
 (0.0172) (0.0422) (0.0545) (0.117) (0.145) (0.148) (0.172) 
GDP pc -3.88e-05* -0.000136** -0.000203** -5.43e-05 -0.000244* 0.000156 -0.000283* 
 (1.86e-05) (5.43e-05) (7.78e-05) (7.57e-05) (0.000125) (0.000165) (0.000136) 
Population 1.42e-05 -4.29e-05 -0.000243*** 1.49e-05 -6.51e-05 -6.66e-05 -0.000227 
 (2.37e-05) (3.48e-05) (5.16e-05) (2.53e-05) (0.000109) (8.18e-05) (0.000131) 
Urban Population -1.698* -7.325*** -12.18*** -10.69* -23.82* -0.647 -24.05 
 (0.830) (2.248) (3.529) (5.232) (11.73) (4.794) (13.63) 
Population > 65 -0.000158 0.00168* 0.00663*** 0.000316 0.00313 0.00184 0.00700** 
 (0.000540) (0.000816) (0.00109) (0.000538) (0.00235) (0.00193) (0.00279) 
Trade openness -0.0257 -2.020*** -0.456 0.768 -0.254 -3.287 -0.720 
 (0.172) (0.534) (0.603) (0.616) (0.916) (3.470) (1.045) 
Constant 0.863** 5.451*** 7.808*** 4.697* 12.78** 0.608 13.66** 
 (0.344) (1.217) (1.334) (2.530) (4.833) (2.146) (5.768) 

        
Observations 73 82 75 80 75 79 72 
R-squared 0.838 0.815 0.887 0.660 0.851 0.534 0.858 
Number of countries 11 11 11 11 11 11 11 

Notes: OLS models with cluster-robust standard errors (standard errors are in brackets). *** significance at 1%, ** significance at 5%, * significance at 10%. Country and time fixed 

effects included in all models. Inter-state and intra-state wars also included in the models but not shown in the table.  



Table A2. Social spending, different categories (1940-1980) 

 (1) (2) (3) (4) (5) (6) (7) 
VARIABLES Sickness Pensions Total cash 

benefits 
Medical care Total social sec. Family allow. Total social 

spending 

        
Polyarchy -0.224 -3.594*** -4.298*** -3.776* -7.844*** -0.859 -6.750** 
 (0.315) (1.015) (1.290) (1.966) (2.654) (2.879) (2.729) 
Polyarchy2 

-0.0244 3.771** 4.131** 5.167* 8.865** 0.906 7.538* 
 (0.481) (1.316) (1.767) (2.831) (3.978) (3.287) (4.157) 
Equal power 0.0330 0.0647 0.174** 0.0680 0.260** -0.104 0.313** 
 (0.0224) (0.0933) (0.0746) (0.0520) (0.123) (0.158) (0.143) 
Equal power2 0.0330 0.0647 0.174** 0.0680 0.260** -0.104 0.313** 
 (0.0224) (0.0933) (0.0746) (0.0520) (0.123) (0.158) (0.143) 
GDP pc 3.30e-06 4.39e-05 1.71e-05 7.01e-05 6.02e-05 0.000135 8.97e-05 
 (2.11e-05) (9.43e-05) (0.000112) (5.54e-05) (0.000148) (8.60e-05) (0.000179) 
Population 6.49e-06*** 1.26e-05 2.53e-05* 2.03e-05** 4.68e-05*** -1.31e-05 4.89e-05** 
 (2.00e-06) (1.24e-05) (1.27e-05) (7.60e-06) (1.59e-05) (1.34e-05) (2.16e-05) 
Urban Population -1.322** -2.797 -6.081 -6.313 -11.99 0.861 -13.98* 
 (0.469) (2.848) (3.683) (3.838) (6.924) (3.607) (7.785) 
Urban Population -1.322** -2.797 -6.081 -6.313 -11.99 0.861 -13.98* 
 (0.469) (2.848) (3.683) (3.838) (6.924) (3.607) (7.785) 
Trade openness 0.0328 -0.430 -0.579 0.668* 0.151 -0.655 -0.395 
 (0.0709) (0.759) (0.883) (0.352) (1.072) (0.677) (1.340) 
Constant 0.483** 1.790 3.219** 2.517 5.619* -0.340 6.472** 
 (0.204) (1.258) (1.442) (1.538) (2.686) (1.182) (2.933) 

        
Observations 128 137 130 134 129 133 125 
R-squared 0.738 0.576 0.629 0.668 0.706 0.298 0.668 
Number of countries 17 17 17 17 17 17 17 

Notes: OLS models with cluster-robust standard errors (standard errors are in brackets). *** significance at 1%, ** significance at 5%, * significance at 10%. Country and time fixed 

effects included in all models. Inter-state and intra-state wars also included in the models but not shown in the table.  



 


