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Introduction



Over the past two centuries, there has been dramatic growth in the size of governments in developed countries.1 One standard factor that is offered to explain this increase is democratization. As the government extends the franchise to the less affluent, the relative income of the median voter falls. In turn, there is greater political demand for fiscal policies that redistribute tax amounts from the rich to the poor. But is suffrage sufficient by itself to explain larger government? Another argument emphasizes the effects of warfare. In the face of military competition, states may implement fiscal changes that increase their ability to raise revenues. To finance its historical campaigns against France, for instance, Britain introduced a modern income tax in 1799. Though repealed in 1802, this tax was reintroduced the next year with the start of the Napoleonic Wars (1803-15). If fiscal innovations endure after conflict ends, then the expansion of the public sector may be permanent. There are also links between warfare and suffrage. In the face of major conflicts, governments may confront a new set of commitment problems. Since franchise extension enables governments to credibly commit to greater redistribution in the future, citizens may be more willing to pay higher tax amounts or fight hard to win the war. Indeed, many twentieth-century episodes of suffrage reform took place during or near the time of large-scale conflicts. To improve our understanding of the relationships between warfare, democracy, and growth in government, this paper performs an empirical analysis that runs from the end of the Napoleonic era to the present. To our knowledge, it is the first systematic study of individual trends in government size over the long run for a large set of sample countries. Our investigation employs a combination of qualitative and statistical techniques. We use analytic narratives to document changes in government size over time in relation to external wars and franchise reforms. Our key methodological contribution is to perform structural breaks tests, which assume no a priori knowledge of major turning points in the government size series, but let the data “speak” for themselves. Breaks tests do not pinpoint causal relationships, but if wars and/or franchise reforms are associated with turning points, then there is reason to think that such factors are important. By documenting the broad temporal order in which events occur, the 1



See Lindert (2004).
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narratives also help to clarify casuality. Our approach is thus a novel way to circumvent problems of endogeneity that affect standard regression analyses. Our results indicate that warfare, and not franchise extension, is the key driver of long-run increases in government size. Major (i.e., universal and equal) franchise reforms were sometimes associated with structural breaks, but only if they were also associated with wars, and in particular World Wars I (1914-8) and II (1939-45). Wars, on the other hand, were sometimes independently associated with breaks, though this outcome was more likely when major franchise reforms had already occurred. Elite franchise reforms, in which less than 40 percent of the adult population had the right to vote, were almost never associated with breaks. In total, our findings imply that franchise extension is at best a necessary, but not sufficient, condition for persistent increases in government size. The rest of the paper proceeds as follows. Section 2 reviews the key theoretical arguments. Section 3 describes the data and descriptive facts. Section 4 examines the time series for government size by country. Section 5 presents the structural breaks methodology and performs the breaks tests on government size levels. For robustness, Section 6 performs similar tests on growth in government. Section 7 concludes.
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Theoretical Arguments



Three theoretical arguments guide our inquiry. The first theory, which relates growth in government to democratization, draws on classic theoretical works by Black (1948) and Downs (1957), as well as later contributions by Romer (1975), Roberts (1977), Meltzer and Richard (1981), and Persson and Tabellini (2000). By extending the franchise, the government becomes more accountable to poorer voters, who demand greater amounts of collective goods (education, health, housing, transportation) and transfers (unemployment benefits, old age pensions). In consequence, we would expect to observe a permanent expansion of the public sector.2 We summarize the hypothesis associated with this argument as follows: Hypothesis 1. The extension of the franchise increases government size. The second theory, which emphasizes the impact of warfare on fiscal capacity, draws 2



This argument finds support in panel data analyses for Europe, the United States, and elsewhere. See Husted and Kenny (1997), Kenny and Lott (1999), Lindert (2004), Aidt et al. (2006), and Aidt and Jensen (2009a,b).
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on historical and theoretical works such as Tilly (1990), O’Brien (2005), Dincecco (2009), and Besley and Persson (2008, 2009, 2010). To wage war, the government may implement changes to its tax system, such as the income tax. Fiscal capacity, defined as the ability of the state to raise tax revenues, thus rises. Though the public sector typically expands during military conflicts, government size may shrink to prior levels at war’s end.3 If fiscal innovations become permanent, however, and the government continues to play a large economic role, then expansion may endure.4 We formulate the hypothesis associated with this argument as follows: Hypothesis 2. Interstate conflicts increase government size. The final theory, which builds upon the previous two arguments, claims that warfare promotes democratization, and thus redistribution. Several potential mechanisms underpin this claim.5 We describe two possibilities, both of which see franchise extension as way for governments to solve commitment problems that arise in the face of major conflicts. The first draws on works by Hoffman and Rosenthal (1997a,b) that investigate the emergence of nascent forms of representative government in European history. If tax changes under the status quo political regime are unfeasible, or provide insufficient funds for military efforts, then the government may undertake suffrage reforms as part of a credible bargain by which newly enfranchised elites agree to higher tax levels. By extending the franchise, the government commits to provide greater future amounts of public goods that such voters value. As a consequence, the public sector permanently expands. The second possibility draws on work by Ticchi and Vindigni (2009) that examines suffrage reforms within political systems that are already partially representative. By virtue of the large size of mass armies, conscripted soldiers are imperfectly monitored by central military authorities. To induce middleand lower-class citizens to fight hard in battle, elites may thus extend the franchise as a 3



This possibility draws on the tax-smoothing literature, which claims that, to minimize supply-side disincentives caused by sudden changes in taxation, governments should finance large, temporary increases in spending with loans funded by peacetime surpluses. See Barro (1979, 1987, 1989). 4 There are many historical examples in which warfare led to permanent tax changes. The Austrian Empire implemented a permanent income tax during the First War of Italian Independence (1848-9). Similarly, the U.S. government established the Internal Revenue Service during its war against Southern states (1861-5). Finally, Japan introduced a permanent income tax during the large-scale Satsuma Rebellion (1887), in which the Meiji government defeated the ex-samurai. See Clodfelter (2002) and Aidt and Jensen (2009b). 5 The literature that relates external threats to democratization has a distinguished pedigree. See McKinley (1934), Weber (1950), Andreski (1968), Marwick (1974), Mann (1988), Porter (1994), Halperin (2004), and Scheve and Stasavage (2009).
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credible commitment to the greater future provision of collective goods and transfers.6 We operationalize the hypothesis associated with this argument as follows: Hypothesis 3. Interstate conflicts induce suffrage reforms that increase government size.
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Data and Descriptive Facts



3.1



Government Size



To study changes in government size over time, we constructed a database from Mitchell (2007). Our key measure, central government expenditures (inclusive of social security) as a share of GDP, follows Persson and Tabellini (2003). Our analysis runs from the first year that data were available to 1998, the last year before the euro currency was introduced. Our set of sample countries builds on Aidt et al. (2006) and covers eight European countries: Denmark, Finland, France, Italy, the Netherlands, Norway, Sweden, and the United Kingdom. We focused on spending by central governments rather than general government spending (that incorporated local and regional spending) for reasons of data availability, comparability, and reliability. Persson and Tabellini (2003) find that there is a very strong correlation between the size of central and general governments. Moreover, all of our sample countries had centralized (versus federalist) political structures over the sample period. We are thus confident that the use of this sort of data does not bias our inferences. Table 1, which displays the descriptive statistics, indicates that there was substantial growth in government size from the early nineteenth century to the present. Prior to 1913, mean government spending amounted to 10 percent of GDP. During the period that encompassed the Two World Wars (1914-45), this average more than doubled. After 1945, mean government spending rose to nearly 30 percent of GDP. For the post-World War II period, the Netherlands and Norway had the largest governments, at 34 percent of GDP, and France had the smallest, at 22 percent of GDP. Government size in Denmark, Finland, Sweden, and the United Kingdom ranged from 28 to 30 percent of GDP. 6



Factors beyond wars may also influence suffrage reforms. See Acemoglu and Robinson (2000, 2002, 2006), Conley and Temimi (2001), Boix (2003), Lizzeri and Persico (2004), Llavador and Oxoby (2005), Greif (2006), Jack and Lagunoff (2006), and Gradstein (2007).
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3.2



Warfare



Our conflict data are from Correlates of War Database of Sarkees (2000) and include all interstate wars fought over the sample period. Table 2, which summarizes these data, indicates that France fought the most conflicts, at 17, followed by Italy, at 12, and the United Kingdom, at 10. All three of these countries participated in both World Wars. Denmark, Finland, the Netherlands, and Norway, on the other hand, each fought two or less conflicts, and Sweden did not fight any wars. All five of these countries were neutral during World War I, and only Finland and Norway participated in World War II. However, the proximity of these countries to the war theater, and hence the threat of invasion, may have prompted military mobilization and other defensive actions.7



3.3



Franchise Extension



Our franchise data are from Flora (1980) and refer to the extension of voting rights to citizens with no previous political representation at the national level. Restrictions on universal franchise occurred by excluding certain population groups, by economic, educational, or occupational census requirements, or by high voting age limits. Restrictions on voting equality occurred by dividing the electorate into estates with disproportionate numbers of representatives, by giving certain groups additional votes through plural voting, or by gerrymandering. Table 3, which summarizes these data, divides franchise reforms into two types. Elite reforms were non-universal and/or unequal. After they took place, less than 40 percent of the adult population had the right to vote. Major reforms, in contrast, were both universal and equal, and granted the suffrage to all adult men and/or women. On average, sample countries experienced roughly two elite reforms, which typically occurred during the nineteenth century. Major reforms, on the other hand, typically occurred within five years of the start or end of World Wars I and II. The exceptions were France, which established universal suffrage for all adult men in 1848, and Finland and the United Kingdom, which established universal suffrage for all adult men and women in 1907 and 1928, respectively. 7



See Ticchi and Vindigni (2009).
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Analytic Narratives



Figures 1 through 8 document changes in government size levels relative to external wars and franchise reforms from the early nineteenth century to the present for each sample country. To further explore the general patterns described in Section 3, we now turn to an examination of the time series data on a country-by country basis.



4.1



Denmark



Figure 1, which plots government size in Denmark from 1854 to 1998, indicates that government spending as a share of GDP was typically low, at less than 10 percent, through the start of World War II in 1939. Though Denmark was neutral during this conflict, there was a steady increase in government size over the next four decades. Government spending as a share of GDP peaked at over 50 percent at the start of the 1980s, but fell since. Both instances of franchise extension in Denmark came during times of war. Universal and equal adult suffrage was established at the end of World War I in 1918. While this set of events was associated with an uptick in government size, government spending as a share of GDP soon fell to pre-1913 levels. Though an earlier, elite reform was made in 1849, as Denmark fought the First Schleswig-Holstein War, we cannot assess the impact of this change on government size, since the data series began in 1854. Finally, there was also an uptick in government spending as a share of GDP during the Second Schleswig-Holstein War in 1864. Franchise extension, however, did not accompany this conflict.8



4.2



Finland



The time series for Finland, which Figure 2 plots from 1882 to 1998, indicates four major jumps in government size.9 The first occurred at the end of the nineteenth century, when government spending as a share of GDP roughly doubled to 10 percent. The second occurred at the end of the first World War, when government size increased 8



On the contrary, King Christian IX made the franchise more restrictive in 1866 by enacting higher wealth requirements, though this change did not significantly affect the share of the adult population that had the right to vote. See Carstairs (1980) and Flora (1980). 9 Though Finland was part of the Russian Empire after 1809, it was largely autonomous. At the end of the nineteenth century, however, the Russian government began to take a heavy-handed approach to Finnish domestic affairs. Finland became independent in 1917 following the Russian Revolution. See Carstairs (1980).
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to around 20 percent. The third occurred with World War II. During this conflict, in which Finland participated, government spending reached nearly 60 percent of GDP. Though government spending fell in the aftermath, it remained between 25 and 30 percent of GDP from 1945 onwards. Finally, a fourth jump occurred at the end of the 1980s, with government size peaking at over 40 percent of GDP in the early 1990s. There are two recorded franchise reforms for Finland. The first, an early, elite reform, took place in 1869, before the data series began. The second, a major reform that established universal and equal adult suffrage, took place in 1907. As Figure 2 shows, it occurred between the first and second major jumps described above, and was not associated with any notable change in government size.



4.3



France



Though France fought nine wars from 1816 to 1913, and established universal and equal suffrage for adult men, government spending remained low at just over 10 percent of GDP (see Figure 3). The most notable uptick over this period came during the FrancoPrussian War (1870-1), when government size increased to nearly 15 percent. By 1890, however, it had fallen to pre-war levels. The instance of major franchise reform in 1848, which coincided with the First Italian War of Independence, was also associated with a slight rise in government spending as a share of GDP. Since Napoleon III overthrew the Second Republic and established an authoritarian regime in 1852, though, it is difficult to attribute this increase to democratization. The major jump in government size in France occurred with World War I. During the interwar period, average government spending as a share of GDP, at 20 percent, was roughly double that of the pre-1913 era. The second instance of major franchise reform, which extended the suffrage to women, took place at the end of World War II in 1945. Unlike the first World War, however, there was no major jump in government size associated with this set of events. Government spending as a share of GDP hovered at just over 20 percent to the present.



4.4



Italy



Figure 4, which plots government size in Italy from 1862 to 1998, indicates that government spending as a share of GDP was higher than in France, but still relatively low, at roughly 13 percent, through the start of World War I. Over this period, Italy fought seven wars, and made two elite franchise reforms, none of which had a lasting
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impact on government size. All three instances of major franchise extension in Italy were associated with World Wars I and II. Nearly universal and equal male suffrage was established in 1913, just before the start of World War I. In turn, the share of the adult population with the right to vote rose from 15 to 40 percent. In 1919, male suffrage became fully universal and equal. The franchise was extended to women in 1946, just after the end of World War II. Both World Wars were associated with large increases in government size. In the former case, government spending peaked at over 50 percent of GDP, and in the latter, at just under 50 percent. The Second Italo-Ethiopian War (1935-6), also led to a substantial rise in government size. From the 1960s onwards, there was a steady increase in government spending, which peaked at 45 percent of GDP at the end of the 1980s.



4.5



The Netherlands



In the aftermath of the Napoleon Wars, King William I was established as the head of a constitutional monarchy with absolutist leanings.10 The king spent large amounts on the military, infrastructure, and the monarchy itself, and government expenditures as a share of GDP roughly doubled to 20 percent by the 1820s (see Figure 5). By 1839, the king’s budget problems had become public, and William was forced to abdicate. Over the 1840s and 1850s, government spending fell, stabilizing around 10 percent of GDP through 1913. Elite franchise reforms in 1849, 1887, and 1897 did not have a notable effect on government size. Major franchise reforms occurred at the end of World War I. Universal and equal male suffrage was established in 1918, and voting rights were extended to women in 1922. During the first World War, government size more than doubled, though it fell to pre-war levels in the aftermath. The largest increase in government spending took place during World War II, when it rose to more than 100 percent of GDP. Though government spending fell during the 1950s, it always amounted to at least 25 percent of GDP. From the 1960s onwards, there was a steady rise in government spending, peaking at 46 percent of GDP in the early 1980s. 10 See Van Zanden and Van Riel (2004). Due to availability, the 1816-1913 data are from the Dutch National Accounts.
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4.6



Norway



Figure 6 indicates that Norway is the only sample country for which elite franchise reforms were plausibly associated with tangible, though minor, increases in government size. The first of these reforms occurred in 1885. Over the 1890s, government spending rose to nearly 10 percent of GDP. A more substantial, but still elite, reform took place in 1900, when almost universal and equal male suffrage rights were granted. Afterward, the share of the adult population with the right to vote rose from 17 to 35 percent, and there was a small jump in government size. Major franchise reforms occurred before the start of and during World War I. In 1909, non-universal suffrage rights were extended to women, and in 1915, nearly universal and equal suffrage rights were established for all adults. The share of the adult population with the right to vote grew from 35 to 58 percent with the first of these, and from 60 to 77 percent with the second. This set of events was associated with a moderate increase in government size, though it fell to pre-war levels by the mid-1920s. World War II was associated with the largest jump in government size. After, there was a level difference in government spending, which amounted to 15 percent or more of GDP by the 1950s. From the 1960s onwards, there was a steady rise in government spending, which peaked at 45 percent of GDP in 1992.



4.7



Sweden



Figure 7, which plots government size in Sweden from 1881 to 1998, shows that government spending remained low at roughly 7 percent of GDP through 1913. The elite reform that occurred in 1909 did not have a notable effect. Though an earlier, elite reform was made in 1866 (while the Austro-Prussian War was fought in close proximity), we cannot assess the impact of this change on government size, since the data series began in 1881. Major franchise reform, which granted voting rights to all adult men and women, occurred in the aftermath of World War I in 1921. During this conflict, there was temporary jump in government spending to nearly 20 percent of GDP, which fell in the aftermath. There was also a moderate jump at the start of the 1930s. The major increase in government size took place with World War II, when government spending reached 25 percent of GDP. Following a drop just after the war ended, government size began to steadily rise from 1950 onwards. Government spending peaked at 39 percent of GDP in 1983, and then declined through the late 1980s. By the start of the 1990s, government size had begun to rebound, rising to levels similar to those
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of the early 1980s.



4.8



United Kingdom



There were three elite franchise reforms (1832, 1867, 1884) in the United Kingdom during the nineteenth century. As Figure 8 indicates, none of them had a notable impact on government spending, which fell from roughly 10 to 8 percent of GDP over the 1800s.11 Two short-lived jumps before 1913 were associated with military conflict: the Crimean and Anglo-Persian Wars during the 1850s and the South African War around 1900. World War I was associated with a level increase in government spending, which peaked at over 60 percent of GDP in 1916. Major franchise reforms occurred at the end or after that conflict. In 1918, nearly universal and equal male suffrage was established, increasing the share of the adult population with the right to vote from 29 to 75 percent. In 1928, the suffrage was extended to women. During the interwar period, government spending remained steady at roughly 20 percent of GDP. World War II precipitated a second large rise in government spending, which peaked at nearly 70 percent of GDP in the early 1940s. Government size fell from the 1950s to the mid-1960s. Afterward, there was a steady increase through 1980, when government size fell, rose again, and fell once more. At the end of the 1990s, government spending amounted to 37 percent of GDP.
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Structural Breaks Tests



Our analytic narratives suggest that warfare, and not franchise extension, is the key driver of the long-run rise in government size. Wars were sometimes independently associated with increases in government spending as a share of GDP, though this outcome was more likely when major franchise reforms had already occurred. Major franchise reforms, on the contrary, were sometimes associated with increases in government size, but only if they were also associated with the First or Second World Wars. Elite franchise reforms were almost never associated with size increases. To subject these findings to a more rigorous analysis, we now turn to structural breaks tests, which assume no a priori knowledge of major turning points in the time 11



Unlike other European countries, a substantial portion of U.K. public investments prior to 1913 were made by local governments. See Lizzeri and Persico (2004).
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series for government size, but let the data “speak” for themselves.12



5.1



Methodology



Our breaks test methodology is from Bai and Perron (2003), and identifies multiple structural changes in means while allowing for serial correlation. It thus improves upon the “moving windows” technique that relies upon sequential single structural change methods. A program created by Thomas Doan for the Regression Analysis of Time Series (RATS) software performs the Bai-Perron procedure by estimating the following regression for each sample country: EXPt = β0 +



L X



βl EXPt−l + t ,



(1)



l=1



where EXPt is central government expenditures as a share of GDP in year t, β0 through βL are parameters to be estimated, and t is the disturbance term. We allowed up to five significant yearly lags of the dependent variable (L ≤ 5). The RATS routine uses a dynamic programming algorithm to evaluate which final partitioning of the time series data achieves a global minimization of the overall sum of squared residuals. It then returns the optimal set of break points. The RATS procedure calls for the selection of a maximum number of “best” turning points in each time series subject to a minimum number of observations between data segments. Willard et al. (1996) discuss the trade-off that occurs when choosing parameter values. A minimum space of two observations sharply reduces the chance of confounding the effects of different events but ends up analyzing blips (false positives that characterize certain events as “long-lasting” that were really not) rather than turning points. Longer periods of analysis, however, increase the likelihood of missing important shifts (false negatives). To minimize the likelihood of generating false positives or negatives, we selected the best one, two, or three structural breaks with at least five, 10, or 15 observations (i.e., five, 10, or 15 years) per segment. Table 4 compares the structural breaks that the RATS routine identifies for each of the different sets of parameter values for each sample country. They are very stable. For instance, the major turning points for Denmark are always 1864, 1939, and 1982 (see Panel A). Here the only exception is 12 For historical applications, see Willard et al. (1996), Brown and Burdekin (2000), Sussman and Yafeh (2000), Mauro et al. (2002), and Dincecco (2009).
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minor: the combination of the best three structural breaks with at least 15 observations per segment identifies 1869 rather than 1864 as the third-best break. Overall, there is at least one common break (i.e., within five years or less) among different sets of parameter values in more than 95 percent of the cases. There are at least two common breaks more than 85 percent of the time, and at least three common breaks more than 80 percent of the time.



5.2



Results



We now describe the results of the structural breaks tests for each sample country. Table 5 shows the individual results for the combination of the best three structural breaks with at least ten observations per segment. We chose this set of parameter values because it is representative of the general patterns that the structural breaks tests identify. In Denmark, two of the three best breaks coincided with wars. The 1864 break occurred in the same year as the Second Schleswig-Holstein War. Figure 1 indicates that government spending as a share of GDP rose during this conflict. During the decade after this break, however, it fell significantly by 24 percent. The next break came at the start of World War II in 1939, and led to a significant increase in government spending as a share of GDP of 45 percent. The final break (1982) occurred with the dismantlement of the post-war welfare state at the start of the 1980s. Figure 1 indicates that government size fell thereafter. Neither the elite franchise reform of 1849 or the major franchise reform of 1918 were associated with breaks in the Danish time series. In Finland, all three best breaks coincided with World Wars I or II. The first break occurred in the midst of the First World War in 1917. Though Finland was neutral during this conflict, government spending as a share of GDP increased significantly by 44 percent. The second (1939) and third (1949) breaks coincided with the start and end of the Second World War, in which Finland participated. Unsurprisingly, the former break led to a significant increase in government spending as a share of GDP by 138 percent, and the latter break to a significant fall by 38 percent. Neither the elite franchise reform of 1869 or the major franchise reform of 1907 were associated with breaks in the Finnish time series. Data gaps in the French time series during the First and Second World Wars prevent us from performing structural breaks tests for France from the early nineteenth century to the present. Hence, we conduct our analysis from 1816 to 1913, the longest stretch
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for which continuous yearly data are available. Due to the shorter time span, we limit ourselves to the best two breaks over this period. Once more, both breaks coincided with wars. The 1869 break occurred just before the start of the Franco-Prussian War (1870-1). Similarly, the 1879 break occurred within five years of the start of the SinoFrench War (1884-5). Both conflicts led to significant increases in government spending as a share of GDP of roughly 15 percent. Neither the elite franchise reforms of 1824 and 1831 or the major franchise reform of 1848 were associated with breaks in the French time series. In Italy, two of the three best breaks coincided with major franchise extensions that took place during or near the time of World Wars I and II. The 1919 break occurred with the establishment of universal and equal male suffrage, just one year after the end of the First World War. Similarly, the break in 1945 that extended the franchise to women coincided with the last year of World War II. Neither suffrage reform, however, led to an increase in government size. In fact, the 1945 reform was associated with a significant fall in government spending as a share of GDP of 39 percent. The third break coincided with the start of the Second Italo-Ethiopian War in 1935, and was associated with a significant increase in government spending as a share of GDP of 85 percent over the next decade (which also included World War II). Finally, the elite franchise reform of 1882 was not associated with a break in the Italian time series. In the Netherlands, two of the three best breaks coincided with the start and end of World War II. The first break, which occurred in 1936, led to a significant increase in government spending as a share of GDP of 247 percent. The 1946 break, instead, was associated with a significant fall in government spending as a share of GDP of 40 percent. The final break (1969) occurred with the development of the post-war welfare state. In response, government spending as a share of GDP rose significantly by 21 percent over the next decade. Neither the elite franchise reforms of 1849, 1887, and 1897 or the major franchise reforms of 1918 and 1922 were associated with breaks in the Dutch time series. As for France, a data gap in the Norwegian time series during the Second World War prevents us from performing structural breaks tests for Norway from the early nineteenth century to the present. Hence, we conduct our analysis from the start of the time series in 1865 to 1939, the longest stretch for which continuous yearly data are available. Due to the shorter time span, we again limit ourselves to the best two breaks over this period. The first break took place in the midst of World War I in 1917, two
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years after the establishment of nearly universal and equal voting rights for all adults. This set of events was associated with a significant increase in government spending as a share of GDP of 26 percent. The second break, which occurred in 1927, did not coincide with any known external war or franchise reform, and was not associated with any significant change in government size. Neither the elite franchise reforms of 1885 and 1900 or the major franchise reform of 1915 were associated with breaks in the Norwegian time series. In Sweden, the first break occurred at the end of World War I in 1918, three years before the establishment of universal and equal voting rights for all men and women. Over the 1920s, there was a (moderately) significant increase in government spending as a share of GDP of 33 percent. The second break coincided with the start of the Second World War in 1939, and led to a significant rise in government spending as a share of GDP of 96 percent. The third break (1964) occurred with the development of the post-war welfare state, and was associated with a significant rise in government spending as a share of GDP of 16 percent. Finally, the elite franchise reforms of 1866 or 1909 were not associated with breaks in the Swedish time series. In the United Kingdom, two of the three best breaks coincided with major franchise extensions that took place during or just after the time of World War I. The 1913 break occurred one year before the start of the First World War, and led to a significant increase in government spending as a share of GDP of 348 percent. In 1918, nearly universal and equal male suffrage was established. The second break took place in 1923, just after the end of World War I, and five years before the suffrage was extended to women. Government spending as a share of GDP, however, fell significantly by 45 percent over the 1920s. The final break (1940) came near the start of World War II, and led to a significant increase in government spending as a share of GDP of 158 percent. The elite franchise reforms of 1832, 1867, and 1882 were not associated with breaks in the British time series.
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Robustness: Government Growth



Our main goal is to characterize structural breaks in government size levels relative to external wars and franchise reforms over the long run. For robustness, we now perform a similar set of structural breaks tests for growth in government size, which measures first differences from year to year. We estimate the following regression for each sample
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country: ∆EXPt = β0 +



L X



βl ∆EXPt−l + t ,



(2)



l=1



where ∆EXPi ≡ EXPi − EXPi−1 is the annual change in central government expenditures as a share of GDP, β0 through βL are parameters to be estimated, and t is the disturbance term. Once more, we allowed up to five significant yearly lags of the dependent variable (L ≤ 5). Table 6 shows the results of our analysis for the combination of the best three structural breaks with at least ten observations per segment. The years marked in bold identify structural breaks that are within five years or less of the structural breaks for government size levels as described in Table 5. There is substantial overlap between the best breaks for the two time series. Nearly 70 percent of the breaks are common between them. Over 80 percent of the breaks for growth in government size, moreover, are within ten years or less of the breaks for government size levels. The breaks that the tests for growth identify that differ from those for levels by a distance of more than five years are as follows: Denmark, 1966; Finland, 1931; France, 1826; Italy, 1927; Norway, 1890 and 1901; and Sweden, 1929. Of these seven different breaks, three are within ten years or less of the structural breaks for levels (Finland, 1931; Italy, 1927; and Sweden, 1929). Each of these breaks occurred between the First and Second World Wars, and did not coincide with any known franchise reforms. Of the four different breaks that remain, the Danish break (1966) occurred with the development of the post-war welfare state in the 1960s. Perhaps surprisingly, each of the remaining three breaks coincide with elite (but not major) franchise reforms. The 1826 break in France occurred two years before and five years after the elite franchise reforms of 1824 and 1831, respectively. It also occurred two years after the Franco-Spanish War of 1823. This set of events, however, was associated with a significant fall in government spending as a share of GDP by 12 percent. The 1890 break in Norway occurred five years after the elite franchise reform of 1885, and the 1901 break one year after the elite franchise reform of 1900. Though nearly universal and equal male suffrage rights were established, the latter reform was elite in that the share of the adult population with the right to vote remained less than 40 percent. Both reforms led to significant increases in government spending as a share of GDP of over 20 percent.
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7



Conclusion



This paper investigates the links between conflict, franchise, and government size over the long run. We examine individual time trends for eight European countries using a combination of narrative and statistical techniques. Our key methodological contribution is to perform structural breaks tests, which assume no a priori knowledge of major turning points in the government size series, but let the data “speak” for themselves. The results indicate that warfare is the key driver of long-run increases in government size. Our analysis highlights the role that conflict plays in the emergence of democratic societies. Major franchise reforms were sometimes associated with structural breaks in the time series for government size, but only if they were also associated with wars, and in particular the First and Second World Wars. This result indicates that there are important links between warfare, suffrage, and growth in government. More generally, it suggests that major shocks go hand in hand with institutional change. Though the structural breaks tests identify strong empirical relationships between conflict, franchise, and government size, they do not pinpoint casuality. The next step would be to establish the precise mechanisms by which interstate wars induce suffrage reforms. In Section 2, we described two possible channels, both of which see franchise extension as a way for governments to solve commitment problems particular to major conflicts. To determine which mechanism is valid, one useful area for future work would be to reconstruct detailed wartime histories of franchise reforms for a variety of cases. In addition to the sheer scale of government spending, conflict and democratization also have important implications for tax design.13 One may expect that, to raise greater revenues to wage war, the share of direct taxes in total taxes would rise, as elites take on greater tax burdens. We may also observe similar effects for franchise extension and redistribution. To test such hypotheses, another promising area for future work would be to use the structural breaks methodology to examine the long-run relationships between warfare, suffrage, and tax composition.



13



See Lindert (2004), Aidt and Jensen (2009a,b), and Scheve and Stasavage (2009).
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Figure 1: Government Spending as a Share of GDP, Denmark, 1854-1998
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Figure 2: Government Spending as a Share of GDP, Finland, 1882-1996
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Figure 3: Government Spending as a Share of GDP, France, 1816-1993
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Figure 4: Government Spending as a Share of GDP, Italy, 1862-1998
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Figure 5: Government Spending as a Share of GDP, The Netherlands, 1816-1998
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Figure 6: Government Spending as a Share of GDP, Norway, 1865-1997
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Figure 7: Government Spending as a Share of GDP, Sweden, 1881-1998
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Figure 8: Government Spending as a Share of GDP, United Kingdom, 1830-1998
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Table 1: Descriptive Statistics for Government Size



Totals



Denmark Finland France Italy Netherlands Norway Sweden United Kingdom



1816-1998



Pre-WWI



1914-1945



Post-WWII



No of Obs



1215



506



248



461



Mean



0.19



0.10



0.21



0.29



Std Dev



0.13



0.03



0.16



0.09



Min



0.03



0.03



0.04



0.10



Max



1.09



0.21



1.09



0.57



No of Obs



145



60



32



53



Mean



0.15



0.08



0.07



0.28



No of Obs



115



32



32



51



Mean



0.21



0.09



0.22



0.28



No of Obs



162



98



19



45



Mean



0.15



0.11



0.20



0.22



No of Obs



137



52



32



53



Mean



0.23



0.13



0.30



0.29



No of Obs



183



98



32



53



Mean



0.21



0.13



0.27



0.34



No of Obs



127



49



32



53



Mean



0.21



0.13



0.27



0.34



No of Obs



118



33



32



53



Mean



0.18



0.07



0.13



0.28



No of Obs



169



84



32



53



Mean



0.21



0.08



0.33



0.28



Source: Mitchell (2007). Notes: Government size is central government spending as a share of GDP.
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Table 2: Wars in Europe, 1816-1998 Denmark



1848-9, 1864



Finland



1939-40, 1941-4



France



1823, 1849, 1854-6, 1859, 1862-7, 1870-1, 1884-5, 1893, 1900, 1914-8, 1919-21, 1939-40, 1940-1, 1944-5, 1951-3, 1956, 1991



Italy



1848-9, 1855-6, 1859, 1860, 1860-1, 1866, 1911-2, 1915-8, 1935-6, 1940-3, 1943-5, 1991



Netherlands



1940, 1951-3



Norway



1940



Sweden



No interstate wars



United Kingdom



1854-6, 1856-7, 1882, 1900, 1914-8, 1939-45, 1950-3, 1956, 1982, 1991



Source: Correlates of War Database of Sarkees (2000). Notes: All interstate wars are included.
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Table 3: Democratization in Europe Panel A: Elite Franchise Reforms Denmark



1849



Finland



1869



France



1824, 1831



Italy



1882



Netherlands



1849, 1887, 1897



Norway



1885, 1900



Sweden



1866, 1909



United Kingdom



1832, 1867, 1884 Panel B: Major Franchise Reforms



Denmark



1918



Finland



1907



France



1848, 1945



Italy



1913, 1919, 1946



Netherlands



1918, 1922



Norway



1909, 1915



Sweden



1921



United Kingdom



1918, 1928



Source: Flora (1980). Notes: After elite franchise reforms, which were non-universal and/or unequal, less than 40 percent of the adult population had the right to vote. Major reforms, in contrast, were both universal and equal, and granted the suffrage to all adult men and/or women.
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Table 4: Comparison of Best 1, 2, or 3 Breaks in Government Size with 5, 10, or 15 Minimum Observations per Segment Best 1 5



10



Best 2 15



5



10



Best 3 15



5



10



15



Panel A: Denmark, 1854-1998 1982



1982



1982



1982



1982



1982



1982



1982



1982



1939



1939



1939



1939



1939



1939



1864



1864



1869



Panel B: Finland, 1882-1996 1941



1941



1941



1939



1939



1938



1939



1939



1938



1947



1949



1953



1949



1949



1953



1944



1917



1919



Panel C: France, 1816-1913 1874



1874



1874



1869



1869



1869



1878



1879



1887



Panel D: Italy, 1862-1998 1917



1917



1917



1935



1935



1919



1919



1919



1919



1941



1945



1939



1941



1945



1950



1935



1935



1935



Panel E: Netherlands, 1816-1998 1838



1944



1944



1946



1946



1946



1946



1946



1944



1939



1936



1930



1939



1936



1928



1822



1969



1964



Panel F: Norway, 1865-1939 1917



1917



1917



1917



1917



1917



1923



1927



1890



Panel G: Sweden, 1881-1998 1930



1930



1930



1930



1930



1931



1930



1939



1939



1918



1918



1916



1918



1918



1918



1992



1964



1964
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Table 4, Continued: Best Breaks in Government Size with Different Minimum Observations per Segment Best 1 5



10



Best 2 15



5



10



Best 3 15



5



10



15



Panel H: United Kingdom, 1830-1998 1915



1915



1915



1939



1930



1923



1915



1913



1910



1945



1940



1940



1945



1940



1940



1939



1923



1925



Notes: Government size is central government spending as a share of GDP.
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Table 5: Best 3 Breaks in Time Series for Government Size with 10 Minimum Observations per Segment Year



% Change



Event Panel A: Denmark, 1854-1998



1864



−24%∗∗



1939



+45%∗∗∗ (5.09)



Start of World War II (1939-45)



1982



+9% (1.29)



Dismantlement of post-war welfare state (1980s)



(2.16)



2nd Schleswig-Holstein War (1864)



Panel B: Finland, 1882-1996 1917



+44%∗∗∗ (6.41)



World War I (1914-8)



1939



+138%∗∗∗



Start of World War II (1939-45)



1949



−38%∗∗∗ (3.89)



(6.02)



End of World War II (1939-45) Panel C: France, 1816-1913



1869



+15%∗∗ (2.29)



Start of Franco-Prussian War (1870-1)



1879



+16%∗∗∗



Start of Sino-French War (1884-5)



(3.31)



Panel D: Italy, 1862-1998 1919



+6% (0.25)



Major franchise reform (1919) / End of WWI (1914-8)



1935



+85%∗∗∗



Start of 2nd Italo-Ethiopian War (1935-6)



1945



−39%∗∗∗ (4.02)



(4.44)



End of WWII (1939-45) / Major franchise reform (1946) Panel E: Netherlands, 1816-1998



1936



+247%∗∗∗ (3.41)



Start of World War II (1939-45)



1946



−40%∗



End of World War II (1939-45)



1969



+21%∗∗∗



1917



+26%∗∗



1927



−11% (1.39)



(1.88) (3.19)



Development of post-war welfare state (1960s) Panel F: Norway, 1865-1939



(2.27)



World War I (1914-8) / Major franchise reform (1915) Unidentified event Panel G: Sweden, 1881-1998



1918



+33%∗ (2.05)



World War I (1914-8) / Major franchise reform (1921)



1939



+96%∗∗∗



(6.86)



Start of World War II (1939-45)



1964



+16%∗∗∗



(5.54)



Development of post-war welfare state (1960s)



* significant at 10%, ** significant at 5%, *** significant at 1%
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Table 5, Continued: Best 3 Breaks for Government Size with 10 Minimum Observations per Segment Year



% Change



Event Panel H: United Kingdom, 1830-1998



1913



+348%∗∗∗ (4.35)



Start of WWI (1914-8) / Major franchise reform (1918)



1923



−45%∗∗



Major franchise reforms (1918, 1928) / End of WWI (1914-8)



1940



+158%∗∗∗



(2.50) (6.83)



World War II (1939-45)



* significant at 10%, ** significant at 5%, *** significant at 1% Notes: The first column shows the years for the 3 best structural breaks with 10 minimum observations according to the algorithm described in the text. The second column shows the percentage change in average government size for the decades before and after each break. T-statistics in absolute values are in parentheses. The third column shows brief “explanations” for the turning points, which the text elaborates upon. Government size is central government spending as a share of GDP.
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Table 6: Best 3 Breaks in Time Series for Growth in Government with 10 Minimum Observations per Segment Year



% Change



Event Panel A: Denmark, 1854-1998



1864



−24%∗∗



1966



+79%∗∗∗



1982



+9% (1.29)



(2.16) (5.72)



2nd Schleswig-Holstein War (1864) Development of post-war welfare state (1960s) Dismantlement of post-war welfare state (1980s) Panel B: Finland, 1882-1996



1931



+15% (0.75)



Unidentified event



1941



+89%∗∗∗



World War II (1939-45)



1951



−38%∗∗∗ (4.04)



1826



−12%∗∗



1869



+15%∗∗ (2.29)



(3.66)



End of World War II (1939-45) Panel C: France, 1816-1913



(2.43)



Elite franchise reforms (1824, 1831) / Franco-Spanish War (1823) Start of Franco-Prussian War (1870-1) Panel D: Italy, 1862-1998



1917



+89%∗∗∗ (2.82)



World War I (1914-8) / Major franchise reform (1919)



1927



−25% (1.36)



Unidentified event



1939



+21% (1.18)



Start of WWII (1939-45) / End of 2nd Italo-Ethiopian War (1935-6)



1936



+247%∗∗∗



1946



−40%∗ (1.88)



End of World War II (1939-45)



1968



+29%∗∗∗



Development of post-war welfare state (1960s)



1890



+23%∗∗∗



(4.68)



Elite franchise reform (1885)



1901



+21%∗∗∗ (4.73)



Elite franchise reform (1900)



Panel E: Netherlands, 1816-1998 (3.41)



(5.80)



Start of World War II (1939-45)



Panel F: Norway, 1865-1939



Panel G: Sweden, 1881-1998 1918



+33%∗ (2.05)



World War I (1914-8) / Major franchise reform (1921)



1929



+21%∗∗



Unidentified event



1941



+74%∗∗∗



(2.91) (6.21)



World War II (1939-45)



* significant at 10%, ** significant at 5%, *** significant at 1%
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Table 6, Continued: Best 3 Breaks for Growth in Government with 10 Minimum Observations per Segment Year



% Change



Event Panel H: United Kingdom, 1830-1998



1915



+282%∗∗∗



1928



−16% (1.23)



Major franchise reform (1923)



1940



+158%∗∗∗



World War II (1939-45)



(4.28) (6.83)



Start of WWI (1914-8) / Major franchise reform (1918)



* significant at 10%, ** significant at 5%, *** significant at 1% Notes: The years marked in bold identify structural breaks that are within five years or less of the structural breaks for government size levels as described in Table 5. Growth in government is the annual change in central government spending as a share of GDP. For further details, see Table 5.
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