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HE ALLEVIATION OF poverty has 
been a central goal of public policy in 

almost all industrial societies. Although gov- 
ernments of different political colorings dis- 
agree on the extent to which the state should 
intervene in the economy or redistribute in- 
come to achieve equality, all advanced indus- 
trial democracies have implemented social 
policies to reduce poverty (Goodin et al. 
1999; Kenworthy 1999). Researchers have 
recently begun to examine the predictors of 
cross-national differences in the rates of rela- 
tive poverty, but their analyses have been 
limited to cross-sectional data (Kenworthy 
1999; Kim 2000; Korpi and Palme 1998) or 
case-study research (Goodin et al. 1999). 
Furthermore, previous research has failed to 
decompose the causal mechanisms that ex- 
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plain poverty rates across countries, in so far 
as it has not distinguished between the deter- 
minants of pre-tax/transfer poverty (i.e., the 
rate of poverty characterizing the distribution 
of incomes prior to taxes and transfers) and 
the determinants of the reduction in poverty 
resulting from the tax and transfer system. 

We aim to overcome some of the limita- 
tions in previous work. First, we examine the 
determinants of poverty in a longitudinal 
framework, using unbalanced pooled cross- 
sections and time-series data on 14 advanced 
capitalist democracies between 1967 and 
1997 (E. Huber, Ragin, and Stephens 1997). 
Second, we utilize relative poverty measures 
based on micro-level data that allow us to 
measure household incomes before and after 
taxes and transfers. Thus we can examine 
separately the determinants of poverty be- 
fore taxes and transfers (pre-tax/transfer 
poverty) and the determinants of the reduc- 
tion in poverty achieved by government 
taxes and transfers. 

The principal theme of this research is that 
pre-tax/transfer poverty and the reduction in 
poverty resulting from taxes and transfers 
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are determined by distinct (although par- 
tially overlapping) sets of factors. By distin- 
guishing between pre-tax/transfer poverty 
and the reduction in poverty, we are able to 
integrate theories of inequality that focus on 
economic and labor market structures with 
theories of redistribution that focus on po- 
litical power and state structure. 

With respect to pre-tax/transfer poverty, 
we draw on the literature on income inequal- 
ity and wage dispersion. We hypothesize that 
pre-tax/transfer poverty rates are largely de- 
termined by characteristics associated with 
economic development (including agricul- 
tural employment, the spread of education, 
the size of the youth population, de-industri- 
alization, globalization, unemployment, and 
changing women's roles), and institutional 
features of the labor market, such as union 
density and bargaining centralization (Alder- 
son and Nielsen 2002; Bradley et al. forth- 
coming; Pontusson, Rueda, and Way 2002; 
Rueda and Pontusson 2000; Wallerstein 
1999). 

By contrast, we view the reduction in pov- 
erty as driven by state action in redistribut- 
ing income. We expect the extent and nature 
of redistribution to be more directly affected 
by characteristics of the polity (Bradley et 
al. forthcoming; Kenworthy 1999). Hypoth- 
eses concerning determinants of poverty re- 
duction are therefore more often related to 
the role of governments and are derived 
from the political science literature. We ex- 
pect the extent to which states redistribute 
income and reduce poverty to depend on the 
cumulative impact of government policies, 
and that these policies in turn are shaped by 
the ideology and social base of the parties in 
power. Left or social democratic parties, as 
well as Christian democratic parties, are 
ideologically committed to poverty reduc- 
tion, whereas this goal figures less promi- 
nently among the commitments of secular 
right and center parties. Social democratic 
parties are also strongly committed to a re- 
duction in inequality, while Christian demo- 
cratic and secular right and center parties are 
not (Goodin et al. 1999; Stephens 1979; 
Tilton 1990; Van Kersbergen 1995). We also 
hypothesize that the poverty reduction pro- 
cess is affected by the number of constitu- 
tional veto points in the government. Veto 
points are points in the political process at 
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which legislation can be blocked. Political 
structures with many veto points tend to re- 
duce poverty less effectively. These and al- 
ternative political mechanisms of poverty re- 
duction are discussed in detail later. 

THEORY AND HYPOTHESES FOR 
DETERMINANTS OF PRE-TAX/ 
TRANSFER POVERTY 

ASPECTS OF DEVELOPMENT 

The relationship between industrial develop- 
ment and poverty is an old and once bitterly 
debated issue. In view of the horrendous so- 
cial ills ushered in by early industrialization, 
nineteenth century observers (including Karl 
Marx) had good reasons to prophesy that the 
development of industrial capitalism would 
result in deepening poverty among the 
masses. From the vantage point of the 
twenty-first century we know this dismal 
scenario did not take place. Instead, the ma- 
jority of the population of industrial societ- 
ies has enjoyed a secular trend of rising stan- 
dards of living. The decline in poverty re- 
sulting from economic development is at- 
tributable to trends discussed in a parallel lit- 
erature on changes in inequality initiated by 
Kuznets (1955). In that literature, the long- 
term decline in inequality is associated with 
aspects of late industrial development, in- 
cluding economic development, agricultural 
employment, the size of the youth popula- 
tion, and the expansion of education. We 
draw on this literature to explain cross-na- 
tional variations in pre-tax/transfer poverty 
across advanced capitalist democracies. 

GROSS DOMESTIC PRODUCT AND AGRI- 
CULTURAL EMPLOYMENT. Over the past 
200 years, increasing productivity of labor 
associated with industrial development 
coupled with moderating population growth 
has had a massive impact in raising stan- 
dards of living and reducing poverty in ad- 
vanced industrial societies (Nolan and 
Lenski 1999). The poverty-reducing effect 
of development was still manifest during 
part of the post-World War II period in such 
countries as the United States (Danziger and 
Gottschalk 1995). Thus, a straightforward 
hypothesis for comparing industrial societ- 
ies is that greater economic development, as 
measured by a country's gross domestic 
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product per capita, will be associated with 
less poverty. 

Another measure of development, employ- 
ment in the agricultural sector, is expected to 
be positively associated with poverty insofar 
as it represents reliance on economic activi- 
ties associated with lower productivity and 
wages. The inclusion of agricultural employ- 
ment in models of pre-tax/transfer poverty is 
motivated by the finding of a strong positive 
association of this variable with income in- 
equality in advanced industrial societies 
(Alderson and Nielsen 2002). If agricultural 
employment increases inequality by inflating 
the bottom of the income distribution, this 
effect should also be reflected in a positive 
association with poverty. 

The historical association of development 
with decreasing poverty may have ended in 
recent decades, at least in some industrial 
economies. Research on trends in income in- 
equality in the United States, for example, 
shows that real wages at the bottom of the 
income distribution have not kept pace with 
economic growth in the last quarter of the 
twentieth century (Blank and Blinder 1986; 
Cutler and Katz 1991; Tobin 1994). If this 
failure of development to lift incomes at the 
bottom of the distribution affects other in- 
dustrial economies outside the United States, 
the expected negative association of poverty 
with economic development may be attenu- 
ated or reversed. There is some evidence 
(admittedly tentative) that income inequality 
becomes positively associated with GDP at 
high levels of development (Alderson and 
Nielsen 2002). If this upswing in the overall 
inequality of the income distribution is also 
reflected in a greater proportion of low in- 
comes, one would expect an attenuation of 
the historical pattern, or even the emergence 
of a positive association between poverty 
and GDP. 

YOUTH POPULATION. An old theme of re- 
search on income inequality is that a large 
youth population is associated with greater 
inequality because it represents both a depen- 
dent population and a labor reserve (often 

1 Development may also motivate, and provide 
the means for, greater efforts at poverty reduc- 
tion by governments. This possibility is dis- 
cussed later, together with other mechanisms of 
poverty reduction. 
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less skilled), and is expected to depress in- 
comes at the bottom of the income distribu- 
tion (Kuznets 1955; Lindert and Williamson 
1985; Nielsen 1994). Cross-national research 
has often demonstrated the predicted asso- 
ciation between size of the youth population 
and income inequality (Gustafsson and 
Johannson 1999; Smeeding 1989; Smeeding, 
Torrey, and Rein 1988). The same logic ar- 
gues for a positive association between size 
of the youth population and poverty. 

EDUCATION. Development is associated 
with the expansion of educational systems. 
The spread of education is directly linked to 
the increase in labor productivity that has 
historically contributed to the decline in pov- 
erty in industrial societies (Becker 1993). 
Furthermore, by increasing the supply of 
skilled and professional workers, expanded 
education reduces the income gap between 
the skilled and unskilled (Lecaillon et al. 
1984; Nielsen and Alderson 1995; Simpson 
1990; Tinbergen 1975). Gottschalk and Joyce 
(1996), using a cross-national sample, find a 
systematic negative relationship between the 
size of supply shifts (educated workers) and 
changes in the education premium. Thus, as 
the supply of educated workers increases, the 
education premium decreases. Country stud- 
ies cited by Gottschalk and Smeeding (1997) 
also support the simple supply-demand 
model of the labor market, although the rela- 
tive size of the education premium varies 
substantially across countries. Extending the 
argument from inequality to poverty, one 
would predict that greater educational expan- 
sion is associated with less poverty. 

Two caveats to this prediction are in or- 
der. First, Gottschalk and Smeeding (1997) 
review evidence that the United States in the 
1980s experienced a large increase in returns 
to skill (measured either by education or ex- 
perience), despite a large increase in the sup- 
ply of educated and experienced workers. 
This combination suggests that the demand 
for skilled labor outstripped the supply in the 
United States, leading to greater inequality. 
Thus, supply is not the whole story. Second, 
one drawback of the cross-national studies 
just cited on the effects of education is that 
education is measured by formal educational 
attainment, usually secondary or tertiary en- 
rollment ratios, which ignores the possibly 
imperfect correspondence between these 
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measures and actual differences in skills, 
due to the variation in educational systems 
across countries. 

VOCATIONAL EDUCATION. The advanced 
industrial countries also vary greatly in the 
development of their systems of vocational 
education. Vocational education is particu- 
larly important for workers who have less of 
the type of generalized skills emphasized in 
academic education tracks. The strong voca- 
tional education systems that characterize 
European coordinated market economies 
(CMEs)2 allow these workers to develop vo- 
cational skills that raise their productivity 
and pay. Vocational training is often carried 
out in partnership with firms, and the ac- 
quired skills are often specific to a given in- 
dustry or firm (Estevez-Abe, Iversen, and 
Soskice 2001). Estevez-Abe et al. (2001) 
have argued that these systems of vocational 
education give workers an incentive to work 
harder in their academic courses, as success 
in the courses often determines their place- 
ment into vocational tracks. Improved gen- 
eral skills at the bottom are expected to re- 
sult in lower poverty. Thus, strong systems 
of vocational education are expected to re- 
duce poverty by (1) increasing specific vo- 
cational skills, and (2) increasing general 
academic skills among workers who would 
otherwise be most at risk of poverty. This 
prediction is consistent with the compressed 
wage and salary differentials typical of 
CMEs.3 

THE U-TURN PROBLEMATIC 

Many social trends that may affect income 
inequality in industrial nations have received 
intense scrutiny following discovery of the 
"Great U-Turn," the inequality upswing that 
took place in the United States beginning in 

2 Soskice (1999) uses the term "coordinated 
market economies" to characterize the types of 
economies that earlier work had referred to as 
"organized market economies." In CMEs, "there 
is considerable nonmarket coordination directly 
and indirectly between companies, with the state 
playing a framework-setting role; and . . . labor 
remains 'incorporated'" (p. 103). 

3 Iversen and Soskice (2001) have argued that 
the development of vocational education systems 
is also associated with greater poverty reduction. 
The mechanism they postulate is examined later. 
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the early 1970s (Harrison and Bluestone 
1988; Nielsen and Alderson 1997, 2001; 
Thurow 1987). To the extent that any social 
trend produces greater inequality by inflat- 
ing the bottom of the income distribution, it 
should also produce greater poverty. Re- 
searchers have identified numerous factors 
associated with the "Great U-Turn," includ- 
ing de-industrialization, globalization, an in- 
crease in long-term unemployment, and the 
changing roles of women (Bluestone and 
Harrison 1982; Nielsen and Alderson 1997, 
2001). We now discuss how these factors 
may affect pre-tax/transfer poverty. 

DE-INDUSTRIALIZATION. De-industrial- 
ization, the shift in employment from manu- 
facturing to services, has affected all indus- 
trial economies during the last third of the 
twentieth century. (As we discuss below, the 
de-industrialization trend may be exacer- 
bated by the effect of globalization.) The 
manufacturing sector is typically character- 
ized by higher average wages and a more 
equal income distribution than is the service 
sector. Therefore, the transfer of jobs from 
manufacturing to services produces a larger 
share of low-wage jobs and greater poverty 
(e.g., see Alderson and Nielsen 2002; Blue- 
stone and Harrison 1982; Esping-Andersen 
1999; Gustafsson and Johansson 1999). 
Thus, we expect that a larger proportion of 
employment in manufacturing, indicating 
less de-industrialization, will be associated 
with lower poverty. 

ASPECTS OF GLOBALIZATION: LDC IM- 
PORTS, CAPITAL MOBILITY, AND IMMIGRA- 
TION. Advanced economies have become in- 
creasingly integrated into international mar- 
kets for goods, capital, and labor during the 
last three decades. Three trends associated 
with globalization may have affected the in- 
cidence of poverty in developed nations: in- 
creases in imports from nonindustrial econo- 
mies ("southern imports"), capital mobility, 
and immigration (Alderson and Nielsen 
2002). 

Importation of manufactured goods from 
less-developed nations places workers in in- 
dustrial nations in direct competition with 
lower-paid workers in developing nations. 
As trade between nations increases, the 
wages and jobs of the least skilled workers 
in industrialized countries are threatened be- 
cause they compete with lower-paid work- 
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ers in less developed countries (Wood 1994). 
This competition reduces wages and in- 
creases unemployment. Thus, increased pen- 
etration by southern imports is hypothesized 
to increase pre-tax/transfer poverty. 

A second feature of globalization is in- 
creasing capital mobility, which means more 
options for the outflow of capital from de- 
veloped to developing economies (i.e., 
"capital flight"). If firms take advantage of 
these options to shift manufacturing produc- 
tion from core countries to less developed 
countries that offer tax incentives and low- 
wage labor, then the de-industrialization pro- 
cess in core nations is exacerbated (Alderson 
1999; Bluestone and Harrison 1982:6). The 
extent to which firms take advantage of 
these options is an empirical question, as 
they may prefer to locate production in de- 
veloped countries for a number of reasons, 
such as closeness to markets, quality of in- 
frastructure, availability of a highly skilled 
labor force, and so on. Nevertheless, one 
would expect outward capital flows to be re- 
lated to higher levels of pre-tax/transfer pov- 
erty. Moreover, capital mobility per se en- 
hances the power of capitalists relative to the 
government and labor, undermining the bar- 
gaining power of labor and the capacity of 
governments. Because of the availability of 
easy exit options, business may demand tax 
and social policy concessions from the gov- 
ernment and wage concessions from orga- 
nized labor (Alderson and Nielsen 2002; 
Bradley et al. forthcoming). Thus we expect 
capital mobility, both in the form of lack of 
restraints on outflows and in the form of ac- 
tual outflows, to be associated with greater 
pre-tax/transfer poverty.4 

The final component of the globalization 
triad is immigration-increased labor mobil- 
ity across international borders. This trend is 
experienced by developed nations as a swell- 
ing flow of immigrants (Borjas 1994). A 
high rate of immigration has been associated 

4 Capital mobility may further raise poverty 
rates via a negative effect on labor's share of in- 
come. As Scharpf (2000) points out, the combi- 
nation of higher interest rates and easier capital 
mobility in the 1980s required that capital in- 
vested in enterprises render higher profit mar- 
gins, which increased the share of capital rela- 
tive to that of labor, resulting in lower real wages 
(Alderson and Nielsen 2002). 
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with greater poverty (as well as greater in- 
equality) in advanced economies because (1) 
immigrants have lower average skills than 
the resident population, and (2) the immi- 
grant population is typically "bifurcated" 
into low-skill and high-skill components 
(Alderson and Nielsen 2002; Borjas, Free- 
man, and Katz 1992). The influx of low-skill 
migrants has been viewed as increasing pov- 
erty in part by displacing native workers and 
threatening their wages, although this rela- 
tionship is contested (see the review by 
Tienda and Liang 1994). Overall, our expec- 
tation is that a greater rate of immigration 
will be associated with greater poverty. 

UNEMPLOYMENT. Unemployment has 

long been identified as a major economic de- 
terminant of poverty. The unemployment 
rate is strongly associated with pre-tax/trans- 
fer poverty because individuals experiencing 
unemployment suffer a loss or reduction of 
their income. Furthermore, real wages often 
decline during economic downturns, so that 
even workers who are able to keep their jobs 
may be more likely to fall below the poverty 
line during periods of high unemployment 
(Gramlich and Laren 1984; McFate, 
Smeeding, and Rainwater 1995). Thus we 
expect that high unemployment will be as- 
sociated with higher levels of pre-tax/trans- 
fer poverty.5 

CHANGING ROLES OF WOMEN: FEMALE 
LABOR FORCE PARTICIPATION AND 

SINGLE-MOTHER FAMILIES. Researchers 
have also linked women's changing roles 
with the upswing in inequality associated 
with the Great U-Turn (Alderson and 
Nielsen 2002). Women's roles have changed 
dramatically because they are more likely to 
work and to head households. 

The effect of increasing labor force par- 
ticipation by women on the distribution of 
income has been much debated. Greater fe- 
male labor force participation has been 
viewed as increasing the dispersion of in- 
comes by amplifying the relative advantage 
or disadvantage of married couples (Thurow 
1987), although this argument has been con- 
tested (Cancian, Danziger, and Gottschalk 

5 Perhaps surprisingly, unemployment may 
also be associated with a greater reduction in 
poverty through government transfer. We discuss 
this possibility later. 
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1993; Nielsen and Alderson 1997). In the 
context of poverty, the situation may be more 
straightforward. As women have entered the 
labor force, they have enhanced their abili- 
ties to contribute to family income and to in- 
dependently raise families (Casper, McLan- 
ahan, and Garfinkel 1994). If women are 
largely relegated to low-wage employment, 
their joining the labor force may not reduce 
overall poverty much, especially if they are 
attempting to maintain autonomous house- 
holds (McFate 1995). Still, overall we expect 
that greater labor force participation by 
women will reduce pre-tax/transfer poverty. 

Researchers have found that single-mother 
families with children under 18 have remark- 
ably high poverty rates, even if the mother 
is employed full-time (Casper et al. 1994; 
Kamerman 1984; Kilkey and Bradshaw 
1999; McFate 1995; Smeeding 1989). A 
study of the United States, Canada, the 
United Kingdom, West Germany, the Neth- 
erlands, France, and Sweden finds that 
single-parent households have substantially 
higher rates of poverty before taxes and 
transfers than couple-headed households in 
all these countries (McFate, Smeeding, and 
Rainwater 1995). In consideration of these 
findings, we expect that countries with a 
larger proportion of households headed by 
single-mothers will have higher rates of pre- 
tax/transfer poverty. 

LABOR MARKET INSTITUTIONS: 
UNION DENSITY AND BARGAINING 
CENTRALIZATION 

Our main premise here is that the political- 
institutional structure of industrial societies 
will affect poverty primarily through gov- 
ernment efforts at redistribution. However, 
the strength of labor unions and the degree 
of coordination of wage-setting are two in- 
stitutional features that are likely to affect 
income levels (and thus poverty) directly, 
prior to any government redistribution.6 

UNION DENSITY. Insofar as unions strive 
to raise or maintain the salaries of workers 

6 Wage Coordination is the "degree to which 
the various actors [i.e., unions, businesses, and 
government] involved in the wage-setting pro- 
cess deliberately harmonize their bargaining" 
(Kenworthy 2001:75). 
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(among other goals), one expects union 
strength to be negatively associated with 
pre-tax/transfer poverty. This straightfor- 
ward hypothesis is made even more plau- 
sible by the repeated finding that greater 
unionization is associated with reduced in- 
come inequality among industrial societies 
(Alderson and Nielsen 2002; Gustafsson and 
Johansson 1999; Stephens 1979). 

BARGAINING CENTRALIZATION. Another 
institutional feature that should contribute to 
raising the lowest salaries above the poverty 
level is centralized bargaining. Centralized 
bargaining is associated with less wage dis- 
persion and less income inequality (Alder- 
son and Nielsen 2002; Iversen 1996; Rueda 
and Pontusson 2000; Wallerstein 1999). Bar- 
gaining centralization should therefore be 
associated with lower pre-tax/transfer pov- 
erty rates. 

POLITICS AND POLICIES 

A principal theme here is that socioeconomic 
factors and labor market institutions explain 
the bulk of the variation in pre-tax/transfer 
poverty. However, we explore arguments 
that some political factors may affect pov- 
erty directly. 

LEFT GOVERNMENT. Studies of wage dis- 
persion have found that left government has 
a negative effect on wage inequality, even 
when bargaining centralization and union 
density are controlled (Pontusson et al. 
2002; Rueda and Pontusson 2000). Policies 
promoted by left parties, such as minimum 
wages and active labor market policies, are 
hypothesized to explain this effect. Studies 
suggest that left government might be asso- 
ciated with lower levels of poverty before 
taxes and transfers. 

WELFARE POLICIES. Based on conven- 
tional economic reasoning, critics of the wel- 
fare state contend that generous welfare state 
benefits, particularly unemployment benefits 
and other transfers, such as social assistance, 
available to able-bodied working-age per- 
sons, increase pre-tax/transfer poverty be- 
cause they act as disincentives for recipients 
to seek work. Indeed, it is sometimes argued 
that, to the extent that generous welfare states 
reduce post-tax/transfer poverty, they simply 
make up for the damage done to pre-tax/ 
transfer poverty levels. We are skeptical re- 
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garding this argument as it ignores the fact 
that generous welfare states are often labor 
mobilizing and invest heavily in skill forma- 
tion, particularly under the influence of so- 
cial democratic parties. Moreover, the em- 
pirical work on the welfare state and work 
disincentives offers little support for the view 
that generous social policy discourages work 
effort and reduces labor supply (Atkinson 
and Mogensen 1993). Nevertheless, we will 
test the hypothesis that welfare state gener- 
osity may increase pre-tax/transfer poverty 
by including in models of pre-tax/transfer 
poverty indicators of welfare policies, such 
as the unemployment replacement rate, that 
are discussed among determinants of poverty 
reduction in the next section. The replace- 
ment rate variable, as well as the welfare 
state generosity variable, are appropriate for 
testing the hypothesis that generosity of wel- 
fare states in general, and generous unem- 
ployment benefits specifically, increase the 
level of pre-tax/transfer poverty by provid- 
ing the unemployed and those out of the work 
force with a negative work incentive. 

THEORY AND HYPOTHESES FOR 
POVERTY REDUCTION 
EFFECTED BY TAXES AND 
TRANSFERS 

For hypotheses on poverty reduction, we 
draw primarily on the literature on welfare 
state development. Some of the variables 
hypothesized to affect pre-tax/transfer pov- 
erty are not hypothesized to affect poverty 
reduction, and vice versa (see Table 1). 
Moreover, even when the same independent 
variable is hypothesized to affect both pre- 
tax/transfer poverty and poverty reduction, 
the logic of each predicted effect is gener- 
ally different. We draw on the findings of E. 
Huber and Stephens (2001, chap. 3, esp. p. 
81) on welfare state determinants and effects 
to argue that partisan incumbency and state 
structure are the key determinants of poverty 
reduction. 

WELFARE STATE GENEROSITY AND 
DISTRIBUTIVE PROFILE 

WELFARE STATE GENEROSITY. We posit 
that the key determinants of poverty reduc- 
tion are the size and structure of tax and 
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transfer systems. Researchers have found 
that the size of the welfare state (as mea- 
sured, for example, by spending on social 
programs) is associated with poverty reduc- 
tion; countries with the largest welfare states 
typically have the lowest post-transfer pov- 
erty rates (Burtless, Rainwater, and 
Smeeding 2001; Kenworthy 1999; Kim 
2000; Korpi and Palme 1998; McFate et al. 
1995). Ceteris paribus, large welfare states 
redistribute more income. This assumption, 
central to our argument, is supported by 
cross-sectional comparative research on 
poverty reduction (Goodin et al. 1999; 
Kenworthy 1999; Kim 2000). 

DISTRIBUTIVE PROFILE OF THE WEL- 
FARE STATE. The redistributive impact of 
the welfare state is not simply a product of 
its size but also of the incidence of taxes and 
the distribution of transfers and services pro- 
vided by the state. Indeed, as Aberg (1989) 
emphasizes, the size and distributive profile 
of taxes, transfers, and services are logically 
the sole proximate causes of welfare state 
redistribution. Thus, one would expect fac- 
tors such as partisan government to operate 
through their effect on the size and/or dis- 
tributive profile of the welfare state. How- 
ever, to foreshadow the discussion of opera- 
tionalization, the data we use (Luxembourg 
Income Study) do not measure the impact of 
public services on (in-kind) income, and the 
measures of the composition of transfers do 
not allow the researcher to measure the dis- 
tributive profile of transfers very accu- 
rately.7 

Short of actually measuring the distribu- 
tive profile of transfers, one can identify cer- 
tain types of transfers that ought to reduce 
poverty because they tend to benefit lower 
income groups disproportionately. These in- 
clude means-tested benefits, child and fam- 
ily allowances (which are usually flat-rate 
and independent of income), maternity al- 
lowances, and generosity of unemployment 
compensation (measured as the unemploy- 
ment replacement rate). Holding the size of 

7 Thus, we expect a direct effect of partisan in- 
cumbency and other welfare state determinants 
on poverty reduction. If we were able to include 
accurate measures of the redistributive profile of 
taxes and benefits, we would expect no such di- 
rect effects of partisanship. 
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Table 1. Variable Descriptions, Data Sources, and Hypothesized Effects 

Hypothesized Impact on: 
Pre-Tax/ 
Transfer Poverty 

Variable Description Poverty Reduction 

DEPENDENT VARIABLES 
Pre-tax/transfer Percentage of households in which the head is age 25 

poverty to 59 with disposable incomes below 50% of the average 
disposable household income before taxes and transfers.a 

Poverty reduction Proportional reduction in poverty effected by taxes and 
transfers for households in which the head is age 25-59 
[(1- post-tax/transfer poverty rate 

pre-tax/transfer poverty rate)lOO]a 

INDEPENDENT VARIABLES 
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and Stephens 2001).8 With regard to poverty 
reduction, we expect social democracy to 
have a larger impact than Christian democ- 
racy, not primarily because of its impact on 
the size of the welfare state but because of 
its impact on the redistributive profile of 
taxes and benefits.9 We expect this because 

8 Depending on the indicator chosen, either left 
government or Christian democratic government 
is the most important determinant of welfare state 
effort, and the other partisanship variable is usu- 
ally the second most important variable. 

9 The effect of social democratic incumbency 
would be even larger if our measure of welfare 
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of historical differences in the social bases 
of the parties and the related differences in 
ideology. Social democratic ideology tradi- 
tionally calls for greater redistribution, 
whereas Christian democratic ideology is 
more focused on providing for the needy. 

CONSTITUTIONAL VETO POINTS. We 
agree with statist and new institutionalist 
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state generosity included publicly delivered ser- 
vices, such as national health care and public 
education, as it is in this aspect, and not in trans- 
fer generosity, that the social democratic welfare 
state is most distinctive (Esping-Andersen 1999; 
E. Huber and Stephens 2001; Scharpf 2000). 
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theorists that a country's constitutional 
structure is an important determinant of wel- 
fare state development (Skocpol and Amenta 
1986) and thus of the extent of redistribu- 
tion through the tax and transfer system. An 
important aspect of the constitutional struc- 
ture is the presence of "veto points," that is, 
points in the political process at which leg- 
islation can be blocked. A relatively large 
number of veto points in a country's consti- 
tutional structure depresses welfare state ex- 
pansion as it enables relatively small groups 
to obstruct legislation (Bradley et al. forth- 
coming; E. Huber, Ragin, and Stephens 
1993; E. Huber and Stephens 2000, 2001).10 
The extreme types are represented by, on one 
hand, the unicameral, unitary parliamentary 
systems of Scandinavia in which the party 
or coalition of parties with a single seat ma- 
jority in the national legislature can pass any 
policy it desires, and, on the other hand, the 
strongly bicameral, federal, presidential sys- 
tem of the United States, in which legisla- 
tion may not only find itself blocked by ei- 
ther house or the president, but may not even 
be under full control of the federal govern- 
ment. We expect that polities with more veto 
points will be associated with less poverty 
reduction. 

ADDITIONAL THEORIES 

Additional explanations of poverty reduction 
are also drawn from the political science lit- 
erature. These include women's political 
mobilization, vocational education, capital 
market openness, and labor market institu- 
tions. 

WOMEN'S POLITICAL MOBILIZATION. The 

great changes in the roles of women brought 
about by industrial development have created 
a demand for expansion of the welfare state. 

10 The logic of the argument about veto points 
indicates that it could work in the reverse direc- 
tion during attempts at welfare retrenchment; that 
is, many veto points might retard retrenchment 
and few veto points might facilitate it. Although 
some case study evidence supports this view 
(Bonoli and Mach 2000; E. Huber and Stephens 
2001; King and Wood 1999), in quantitative 
studies the negative effect of veto points on wel- 
fare generosity swamps any negative effect this 
variable might have on retrenchment, even in an 
era of retrenchment (Swank 2002). 
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As more women have entered the labor force, 
they have been confronted with the problem 
of combining paid work outside the home 
and unpaid care work in the family. More 
women have also established autonomous 
households. This has generated demands for 
greater state support for working women and 
single mothers, such as paid maternity and 
parental leave, child allowances, and free or 
subsidized services for child care and care 
for the elderly. Women's labor force partici- 
pation has been shown to be associated with 
expansion of welfare state services (E. Huber 
and Stephens 2000, 2001). These socioeco- 
nomic changes have also resulted in women's 
political mobilization, as manifested in in- 
creasing participation at all levels of the pol- 
ity. Women's political mobilization has al- 
tered the balance of political power in favor 
of welfare state expansion. In countries 
where women mobilized effectively both in- 
side and outside of political parties, they 
were able to use their political influence to 
get some of the specific demands met that 
related to women's concerns (Misra 1998; 
O'Connor, Orloff, and Shaver 1999; 
Sainsbury 1999). Thus, we expect women's 
political mobilization to be positively asso- 
ciated with poverty reduction. As in the case 
of social democracy, we expect women's po- 
litical mobilization to have a dampening ef- 
fect on poverty both because it increases the 
size of the welfare state and because it shapes 
the profile of welfare state programs toward 
redistribution. 

VOCATIONAL EDUCATION. We conjec- 
tured earlier that the development of voca- 
tional education reduces pre-tax/transfer 
poverty. Iversen and Soskice (2001) also ar- 
gue that the industry-specific and firm-spe- 
cific nature of many of the skills acquired in 
vocational education systems results in 
higher support for social spending as work- 
ers with these skills are vulnerable to longer 
spells of unemployment and to loss of in- 
come if forced to move between jobs with 
different skill requirements. If so, one would 
expect the extent of vocational education to 
be positively related to higher social spend- 
ing and poverty reduction. While Iversen 
and Soskice suggest that most of the effect 
of skill structure on poverty reduction will 
be via an increase in the size of the welfare 
state, it might also have a direct effect, as it 
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has been shown that the type of earnings-re- 
lated benefits they have in mind do have a 
net redistribution effect (Korpi and Palme 
1998; Stephens 1995). 

CAPITAL MARKET OPENNESS. As a fac- 
tor of capital mobility, capital market open- 
ness was predicted to increase pre-tax/trans- 
fer poverty. This variable may also affect 
poverty reduction. In the golden age of post- 
war capitalism, advanced industrial coun- 
tries varied greatly in the degree to which 
government controlled capital movements 
across borders. By the middle 1990s, almost 
all countries had completely dismantled 
capital controls. The absence of capital con- 
trols enhances the power of capitalists rela- 
tive to the government. Because of the avail- 
ability of easy exit options, business may de- 
mand tax and social policy concessions from 
the government (Bradley et al. forthcoming). 
Thus, we expect capital market openness to 
be associated with less reduction in poverty. 

LABOR MARKET INSTITUTIONS. Labor 
market institutions may affect poverty re- 
duction in addition to their impact on pre- 
tax/transfer poverty. Bargaining centraliza- 
tion and wage coordination are frequently 
used as indicators of corporatism, that is, 
tripartite policymaking by centralized busi- 
ness and labor confederations and the state. 
Corporatism has long been associated with 
generous welfare states (Hicks 1999; 
Swank 2002). Researchers have found that 
greater unionization is associated with wel- 
fare spending and redistribution (Bradley et 
al. forthcoming; Stephens 1979). Although 
we agree with researchers who contend that 
political incumbency is a better predictor of 
welfare state development than are labor 
market institutions (E. Huber and Stephens 
2001), we test the alternative hypothesis 
that corporatism and organizational strength 
of unions (both of which are highly corre- 
lated with left government) are associated 
with poverty reduction. 

MEASURES OF RESOURCES AND SIZE OF 
TARGET POPULATIONS. We include in mod- 
els of poverty reduction several variables 
whose primary effect is on pre-tax/transfer 
poverty, but that may also affect poverty re- 
duction, either because they increase the so- 
cial need for redistribution or because they 
increase the resources available for such 
transfers. 
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Because unemployment compensation is a 
component of all industrialized welfare sys- 
tems, as unemployment and economic need 
increase a higher proportion of transfers will 
go to the unemployed, who are likely to be 
poor in terms of their pre-transfer incomes 
(Bradley et al. forthcoming; Makinen 1999). 
Thus, unemployment may be associated with 
greater reduction in poverty (Bradley et al. 
forthcoming).l1 

Given that single-parent families (in real- 
ity most of these are single-mother families) 
are among those most vulnerable to pre-tax/ 
transfer poverty (Smeeding 1989), we expect 
the proportion of single-mother households 
to increase poverty reduction. The same 
logic applies to pre-tax/transfer poverty: A 
larger target population might be expected to 
increase poverty reduction, ceteris paribus. 

The "logic of industrialism" school of 
thought argues that economic development 
leads to welfare state expansion by creating 
new vulnerabilities and needs for social pro- 
tection and by providing states with the 
means to offer such protection (Wilensky 
1975). If so, we would expect higher levels 
of industrialization and affluence to result in 
larger welfare states and greater poverty re- 
duction through taxes and transfers. 

DATA 

DEPENDENT VARIABLES 

The measures of poverty are derived from 
the Luxembourg Income Study (LIS) data- 
base.12 LIS collects data from national 
microdata sources (i.e., survey data based on 
individual-level data rather than macro ag- 

11 We are not arguing that unemployment is 
related to poverty reduction independent of the 
welfare state. However, if one measures welfare 
state generosity by the magnitude of taxes and 
transfers only, as we do, then one would expect a 
"direct" effect of unemployment because a rise 
in unemployment will change the composition of 
transfers. If unemployment is high, then, ceteris 
paribus, a higher proportion of transfers will be 
going to the unemployed, who are likely to be 
poor in terms of their pre transfer income. 

12 See http://www.lisproject.org for a general 
introduction to the LIS database and a complete 
list of countries, years, and variables available in 
this rich data source. 
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gregates) and harmonizes the data sets to 
make income comparisons across countries 
and over time possible.13 LIS data are ar- 
ranged by waves, with the first wave start- 
ing in the late 1970s and the most recent 
wave in the mid-to-late 1990s. There also 
exist historical data (pre-1979) for a handful 
of countries. The LIS surveys provide the 
best available comparable cross-national, 
over-time data source for income in OECD 
countries (OECD 1995). 

The poverty figures published on the LIS 
web site and in the many publications using 
the LIS data are not adequate for our pur- 
poses because they include pensioners, 
which distorts the pre-tax/transfer poverty 
rates and exaggerates reductions in poverty. 
In countries with comprehensive public pen- 
sion systems, such as the Nordic countries, 
which give the pensioner a replacement rate 
that is often three-quarters of his or her 
working income, pensioners make little 
other provision for retirement. For instance, 
in an analysis of LIS data, Makinen (1999) 
found that 93 percent of Finns over age 65 
and 89 percent of Swedes in this age group 
are poor before transfers, and only 4 percent 
and 2 percent are poor, respectively, after 
transfers are added to their incomes. Thus, 
we conducted our own analysis of the LIS 
micro data excluding those over age 59 and 
under age 25. This excludes most early pen- 
sioners and students as well, so the remain- 
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We constructed three measures of poverty: 
pre-tax/transfer poverty, post-tax/transfer 
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possible. Because LIS collects data across coun- 
tries in "waves" corresponding roughly to the 
same periods of time, LIS data are more compa- 
rable within waves rather than over time (because 
of changes in survey instruments, for example). 
However, given the careful harmonization of sur- 
veys by the LIS project, the use of LIS data to 
study income trends is widely accepted (see Or- 
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velopment [OECD] 1995). 
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states affect only life-cycle redistributions of in- 
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classes. By limiting the analysis to the working- 
age population, we ensure that our variables mea- 
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taxes and transfers (see Table 1, pp. 8-9 and 
Table 2, p. 15). Following the lead of virtu- 
ally all comparative research on poverty, we 
utilize a relative poverty rate for our mea- 
sure of poverty (e.g., see Casper et al. 1994; 
Korpi and Palme 1998; McFate et al. 1995). 
We measure poverty as the percent of the 
population in each country below 50 percent 
of median household income adjusted for 
household size (see below). The measure of 
redistribution is calculated as the propor- 
tional reduction in poverty effected by taxes 
and transfers; reduction is calculated as 100 
x { 1- [(post-tax/transfer poverty rate) / (pre- 
tax/transfer poverty rate)] }. Our analyses fo- 
cus on pre-tax/transfer poverty and reduc- 
tions in poverty due to taxes and transfers. 

Pre-tax/transfer poverty rates are calcu- 
lated from market income: the total income 
from wages and salaries, self-employment 
income, property income, and private pen- 
sion income. The post-tax/transfer poverty 
rate is based on disposable personal income. 
This includes all market income, social 
transfers, and taxes.15 Figures for both mar- 
ket income and disposable income were bot- 
tom coded at 1 percent of mean income and 
top coded at 10 times the median income, 
adjusted for household size and composi- 
tion. Because we are using an income con- 
cept based on households, adjustments had 
to be made for household size. Equivalence 
scales are used to adjust the number of per- 
sons in a household to an equivalent number 
of adults. If one chooses not to use an 
equivalence scale, one ignores the econo- 
mies of scale resulting from sharing house- 
hold expenses and assumes that each addi- 
tional equivalent adult and child in a house- 
hold has the same "cost" as other members 
of the household. We choose the commonly 
used OECD scale that adjusts for household 
size and composition (see Figini 1998 and 
OECD 1995 for a discussion of equivalence 
scales). 

INDEPENDENT VARIABLES 

We include five measures associated with 
economic development (see Table 1). Gross 

15 See http://www.lisproject.org/techdoc/ 
variabdef.htm for a summary of LIS income vari- 
ables. 
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domestic product per capita (GDP) is ad- 
justed for purchasing power parities, and ag- 
ricultural employment is measured as the 
proportion of the civilian labor force em- 
ployed in agriculture. Youth is measured as 
the percent of the population age 15 and 
younger. Two human capital variables in- 
clude education, measured as secondary 
school enrollment as a percentage of the 
population of secondary school age and vo- 
cational education, measured as the percent- 
age of an age cohort in either secondary or 
post secondary vocational training (follow- 
ing Estevez-Abe et al. 2001). The vocational 
training measure would appear to be a good 
measure of general skills at the bottom of the 
skill distribution as well as of vocational 
skills, as the correlation between the Estevez- 
Abe measure and the OECD/HRDC (2000) 
measure of literacy skills of the fifth percen- 
tile is .73. The vocational education data 
were available for only 49 of the 61 cases. 
For the remaining cases, we have substituted 
the mean value for the country in question.16 

The U-turn problematic is characterized 
by seven variables. Industrial employment 
is an indicator of de-industrialization. It is 
measured as the percent of the population 
aged 15 to 64 in industry. LDC imports, 
capital market openness, outward direct for- 
eign investment, and immigration represent 
the extent of globalization. LDC imports 
are measured as manufacturing imports 
from Standard International Trade Classifi- 
cation groups 5, 6, 7 and 8 from non-OECD 
countries as a percent of GDP (following 
Alderson and Nielsen 2002; OECD various 
years [b]). Capital market openness is 
operationalized with the Quinn/Inclan mea- 
sure of capital controls. The maximum 
score indicates no capital controls. Outward 
direct foreign investment (DFI) is measured 
as outward DFI divided by GDP. The immi- 
gration rate is calculated as population 
growth adjusted for crude birth and death 
rates (following Alderson and Nielsen 
2002; World Bank various years). 

The measures of percentage of the total la- 
bor force unemployed and female labor 
force participation are self-explanatory. 
Single-mother families are measured as the 

16 These data were made available to us by 
Torben Iversen. 
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percentage of all families with children un- 
der age 18 headed by a woman.17 

Labor market institutions are measured by 
union density and wage coordination. For 
union density, we use union membership as 
a percentage of total wage and salary earn- 
ers (Ebbinghaus and Visser 1992). The wage 
coordination/corporatism measure is 
Kenworthy's (2001) measure in which a 
higher score indicates stronger wage coordi- 
nation.18 

Politics variables include left cabinet and 
Christian democratic cabinet, women's orga- 
nization strength, and constitutional struc- 
ture (veto points). We coded the partisan 
government variables, left-cabinet and 
Christian democratic cabinet, 1 for each year 
that these parties were in government alone 
starting from 1946, and as a fraction of their 
seats in parliament of all governing parties' 
seats for coalition governments. 

Comparable data on participation in 
women's organizations for the 14 countries 
in our data set are available from the World 
Values Surveys (Inglehart 1997), but only 
for 31 country/year data points between 
1981 and 1997 and often not for the year 
for which the LIS data exist. However, the 
measures we developed from the World 
Values Surveys were highly correlated with 
the proportion of women in the lower house 
of the national legislature, which is avail- 
able in an annual time series from the end 
of World War II to 2000 (Inter-Parliamen- 
tary Union [IPU] 1995).19 The notion that 
stronger women's movements both within 
and outside political parties should be re- 
flected in larger proportions of female leg- 
islators has face validity. One weakness in 
this link is that electoral rules strongly in- 
fluence the proportion of female legislators. 
In proportional representation systems, par- 
ties can more easily increase the proportion 
of women in their parliamentary delegation 

17 In married couple households with females 
listed as the head of the household, LIS-recoded 
data has married-couple households always 
headed by a male. 

18 We cross-checked the Kenworthy measure 
by substituting measures developed by 
Wallerstein (1999) and Iversen (1998). They per- 
formed no better than the Kenworthy measure. 

19 The 1996-2000 data were kindly provided 
by Kareen Jabre from the IPU databases. 
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by changing the gender composition of 
their lists of candidates. As citizens in these 
systems tend to vote for parties, not candi- 
dates, more women end up being elected. In 
single-member district systems, the strong 
incumbent advantage also works against in- 
creasing the representation of women, as 
the overwhelming majority of incumbents 
are men. Thus, women's movements of 
equivalent strengths will produce more 
women representatives in proportional rep- 
resentation systems. An additional problem 
specific to the World Values Survey Data is 
a wording change in questions on organiza- 
tional membership in the last wave of the 
survey.20 

We developed two different measures of 
women's organizational membership: the 
percentage of women in at least one nonre- 
ligious organization, and the percentage of 
women in at least one political or union or- 
ganization. We excluded religious organiza- 
tions, reasoning that these were unlikely to 
favor gender egalitarian social policies. To 
deal with the two distortions just mentioned 
we regressed the two measures of women's 
organizational membership on women in 
parliament (results not shown), an indicator 
for proportional representation and an indi- 
cator for the last World Values Study wave. 
The fit was very good in both equations 
with an R2 of .82 for the total membership 
variable and .76 for the union and political 
organization membership variable. We then 
calculated the predicted value of women's 
organization for the country/years of the 
LIS using the coefficients for women's par- 
liamentary representation, the proportional 
representation indicator, and a constant.21 
In the case of percent membership in any 
nonreligious organization, the equation 
was: 

Membership = 30.39 
+ 1.58 (women in parliament) 
- 16.36 (proportional representation). 

20 It is clear that this change inflated organiza- 
tion membership because reliable aggregate 
membership data for union density, for example, 
shows that the lower figures from the early waves 
were more accurate. 

21 Because the last wave indicator measured 
error in the World Values Study last wave data, 
it was excluded from the prediction equation. 

by changing the gender composition of 
their lists of candidates. As citizens in these 
systems tend to vote for parties, not candi- 
dates, more women end up being elected. In 
single-member district systems, the strong 
incumbent advantage also works against in- 
creasing the representation of women, as 
the overwhelming majority of incumbents 
are men. Thus, women's movements of 
equivalent strengths will produce more 
women representatives in proportional rep- 
resentation systems. An additional problem 
specific to the World Values Survey Data is 
a wording change in questions on organiza- 
tional membership in the last wave of the 
survey.20 

We developed two different measures of 
women's organizational membership: the 
percentage of women in at least one nonre- 
ligious organization, and the percentage of 
women in at least one political or union or- 
ganization. We excluded religious organiza- 
tions, reasoning that these were unlikely to 
favor gender egalitarian social policies. To 
deal with the two distortions just mentioned 
we regressed the two measures of women's 
organizational membership on women in 
parliament (results not shown), an indicator 
for proportional representation and an indi- 
cator for the last World Values Study wave. 
The fit was very good in both equations 
with an R2 of .82 for the total membership 
variable and .76 for the union and political 
organization membership variable. We then 
calculated the predicted value of women's 
organization for the country/years of the 
LIS using the coefficients for women's par- 
liamentary representation, the proportional 
representation indicator, and a constant.21 
In the case of percent membership in any 
nonreligious organization, the equation 
was: 

Membership = 30.39 
+ 1.58 (women in parliament) 
- 16.36 (proportional representation). 

20 It is clear that this change inflated organiza- 
tion membership because reliable aggregate 
membership data for union density, for example, 
shows that the lower figures from the early waves 
were more accurate. 

21 Because the last wave indicator measured 
error in the World Values Study last wave data, 
it was excluded from the prediction equation. 

Because we expect that policy would re- 
flect the long-term strength of women's 
movements and not any sudden increases in 
participation in women's organizations, we 
calculated the cumulative average of each of 
the two membership variables. This proce- 
dure makes these variables consistent with 
long-term measurement of the cabinet vari- 
ables. Since the two measures performed al- 
most identical in the analyses, we report 
only the results for membership in any non- 
religious organization. 

Our measure of constitutional structure 
(presence of veto points) is an additive in- 
dex of federalism (none, weak, strong), 
presidentialism (absent, present), bicameral- 
ism (absent, weak, strong), and the use of 
popular referenda as a normal element of the 
political process (absent, present). Thus, a 
high score indicates high dispersion of po- 
litical power and the presence of multiple 
veto points in the political process.22 

Policies include five variables that char- 
acterize the welfare state structure. These in- 
clude welfare generosity, means-tested ben- 
efits, child and family allowances, maternity 
allowances, and unemployment replacement 
rates. Our measure of welfare generosity is 
strongly conditioned by the nature of the LIS 
data. The LIS data on post-tax/transfer in- 
come measure disposable cash income. No 
effort was made to estimate the redistribu- 
tive effects of the provision of free or subsi- 
dized public goods and services, a dimen- 
sion of the welfare state on which the social 
democratic welfare state is most distinctive. 
Thus, variations in the funding and delivery 
of social services have no obvious effect on 
the measures of reduction in poverty we 
have calculated from the LIS data. Our mea- 
sure of welfare state generosity, (taxes and 
transfers) is the sum of the standard scores 
for total taxes as a percentage of GDP and 
transfer payments as a percentage of GDP. 
We standardize the two measures in order to 
weight them equally. The resulting variable 
reflects the size of the welfare state but not 
the distributive profile of taxes and transfers. 

22 See E. Huber and Stephens (2001:44-46, 
55-56) for details about the operationalization of 
this variable and E. Huber et. al (1993:728) for 
the country scores on the measure and its com- 
ponents. 
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Table 2. Means of Dependent Variables and Robustly Significant Independent Variables and Post- 
Tax/Transfer Poverty for 14 Advanced Industrial Countries 

Pre-Tax/ Post-Tax/ Industrial Un- 
Transfer Transfer Poverty Left Welfare Family Employ- employ- Capital 

Country Poverty Poverty Reduction Cabinet GenerosityAllowances ment ment Openness 

Social Democratic Welfare States 
Sweden 14.8 4.8 64.5 32.1 1.6 24.0 .243 3.4 3.2 

Norway 12.4 4.0 67.2 32.3 .8 57.8 .192 3.6 3.1 
Denmark 17.2 4.8 71.5 25.4 2.0 35.0 .212 7.2 3.5 

Finland 12.1 3.4 69.1 19.0 1.4 33.1 .198 10.1 3.2 

Christian Democratic Welfare States 

Belgium 19.5 4.1 78.8 13.3 2.1 66.7 .156 11.0 3.3 
France 21.8 6.1 57.9 7.0 1.1 51.2 .192 8.9 3.1 

Germany 9.7 5.1 46.9 10.7 .1 50.9 .268 5.7 3.9 

Italy 19.7 9.1 42.8 4.7 .2 .0 .172 11.4 3.5 

Netherlands 18.5 11.5 66.9 9.5 3.1 58.5 .150 8.8 4.0 

Switzerland 10.6 9.1 13.0 10.6 -1.7 .0 .257 1.7 4.0 

Liberal Welfare States 
Australia 16.2 9.2 42.2 12.3 -2.5 61.1 .178 7.2 2.8 

Canada 17.1 11.9 29.9 .0 -1.7 45.0 .177 8.3 3.5 

United Kingdom 16.4 8.2 48.7 14.5 -1.4 58.3 .244 6.1 3.3 

United States 17.2 15.1 12.1 .0 -2.4 .0 .189 6.0 4.0 

Mean 15.9 7.9 49.1 12.9 .0 40.2 .205 6.9 3.5 
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The LIS data classify the types of trans- 
fers provided to households, which pro- 
vides some indication of which types of 
transfers benefit low-income households 

disproportionately. The most obvious type 
consists of means-tested transfers. Family 
and child allowances should also have a 

disproportionate effect on poor households, 
because these transfers are almost always at 
a flat rate and thus, proportionate to in- 
come, larger for poor families than rich 
ones (Wennemo 1994). Single mothers are 
disproportionately represented among the 
poor in many countries (Smeeding 1989). 
The most effective programs to reduce pov- 
erty among single mother families are child 
benefits, family allowances, and maternity 
allowances (Gornick, Meyers, and Ross 
1997; O'Connor 1999; Orloff 1996). The 
measures of welfare policies therefore in- 
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child allowances, and maternity allowances, 
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higher for lower-income workers than for 
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rates at different income levels and duration 
of benefits culled from the OECD data 
(based on persons with average wages ver- 
sus two-thirds the average wage, and one 
year of benefits versus five years of benefits) 
we used the replacement rate for a worker 
with two-thirds the average wage and five 
years of benefits, as this variable had the 
most explanatory power. 
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analysis. New Zealand and Japan are ex- 
cluded because there are no LIS surveys for 
these countries. The one Austrian LIS sur- 
vey and the one Irish LIS survey are ex- 
cluded because of missing data on key vari- 
ables. The average values for the dependent 
variables and the key independent variables 
are listed in Table 2 for the countries in the 
data set, grouped by welfare state regime. 

METHODS 

UNBALANCED PANEL DATA AND 

CORRELATED ERRORS 

We use an unbalanced panel data set with 61 
observations on 14 countries, with countries 
providing different numbers of observations 
according to data availability. There are a 
minimum of two and a maximum of seven 
observations per country. The time-span be- 
tween observations is irregular, varying 
across countries and time points. A central 
problem in estimating regression models 
from panel data is that the assumption of in- 
dependence of errors across observations is 
unlikely to be satisfied. As a result, OLS 
produces incorrect standard errors for the re- 
gression coefficients (Greene 1993). 

There are several strategies for dealing 
with correlated errors in panel data. One ap- 
proach (exemplified by the Parks method) 
assumes serially correlated errors within 
each unit (country) obeying a unit-specific 
autoregressive process (which may option- 
ally be constrained to be the same across 
units). As pointed out by Beck and Katz 
(1995:635-40) this approach requires what 
Stimson (1985) calls temporally dominated 
time-series of cross-sections (i.e., data struc- 
tures consisting of relatively few units ob- 
served over many equally spaced time 
points). The small number of time points and 
irregular spacing of observations in our data 
set preclude this approach. 

Another approach is to estimate a random 
effect model (REM) in which the error term 
contains a unit-specific component that dif- 
fers across units but is constant over time for 
a given unit. Such an error structure would 
arise if unmeasured unit-specific causes, 
such as systematic measurement differences 
or other overlooked aspects of the social and 
cultural makeup of a country, affect the de- 
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pendent variable in the same way at each 
point in time over the period of the data. The 
stable unit-specific component implies that 
observations for the same unit at different 
time points are all correlated by the same 
amount, p. The REM strategy is feasible 
with our data. One attractive feature of REM 
is that it allows estimating the value of p. 
But REM requires relatively strong assump- 
tions (such as equal correlations among er- 
rors within units) and may not be optimal 
given the small size of the sample. 

Because it is not substantively essential in 
this situation to measure p, we adopt an al- 
ternative estimation strategy that addresses 
the correlation problem while requiring a 
minimum of assumptions on the behavior of 
the errors. We combine OLS estimation of 
the regression coefficients, which provides 
consistent estimates of the regression coeffi- 
cients, with the use of a robust-cluster esti- 
mator of the standard errors. The standard 
(i.e., noncluster) Huber-White or "sand- 
wich" robust estimator of the variance ma- 
trix of parameter estimates was discovered 
independently by P. Huber (1967), White 
(1980), and others (see Long and Ervin 2000 
for a detailed description). It provides cor- 
rect standard errors in the presence of any 
pattern of heteroskedasticity (i.e., unequal 
variances of the error terms) but not in the 
presence of correlated errors (i.e., nonzero 
off-diagonal elements in the covariance ma- 
trix of the errors). The robust-cluster vari- 
ance estimator is a variant of the Huber- 
White robust estimator that remains valid 
(i.e., provides correct coverage) in the pres- 
ence of any pattern of correlations among 
errors within units, including serial correla- 
tion and correlation due to unit-specific 
components (Rogers 1993; also see Sribney 
1998; StataCorp 1999:256-60). Thus, the ro- 
bust-cluster standard errors are unaffected 
by the presence of unmeasured stable coun- 
try-specific factors causing correlation 
among errors of observations for the same 
country, or for that matter by any other form 
of within-unit error correlation.23 

23 Long and Ervin (2000) found that a variant 
of the robust estimator, proposed by MacKinnon 
and White (1985) and named HC3, performs bet- 
ter in small samples in the presence of hetero- 
skedasticity than does the standard Huber-White 
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The robust-cluster estimator of the stan- 
dard errors is only impervious to correla- 
tions of errors within clusters. It requires er- 
rors to be uncorrelated between clusters. 
The latter assumption might be violated if 
unmeasured factors affect the dependent 
variable (the poverty rate) in all units at the 
same point in time. Global economic fluc- 
tuations could produce such contemporane- 
ous effects. To evaluate the potential impact 
of such unmeasured period-specific factors 
we reestimated the models with indicator 
variables for the 1980s and for the 1990s; 
the baseline category corresponds to the 
1970s and includes two observations from 
the late 1960s. None of the two indicators 
reached significance in any of the models 
(for either dependent variable), suggesting 
that period-specific effects are not present 
in this data set. 

Given the superiority of robust-cluster es- 
timation, we utilized this method as our pri- 
mary technique. However, to demonstrate 
the robustness of our results, we also em- 
ployed OLS and REM estimation, following 
the reduction criteria explained below. 

MODEL-BUILDING STRATEGY 

We constructed models for both dependent 
variables by successively introducing sub- 
stantively related sets of independent vari- 
ables. With each model, we conducted an F- 
test of the joint significance of all variables 
with nonsignificant individual effects (at p 
< .10) to see if they could be safely dropped 
from the model. When using robust standard 
errors, the degrees of freedom of the F-test 
of joint significance are in principle equal to 
the number of clusters (countries). We relied 
instead on the more conservative F-test us- 
ing degrees of freedom equal to the total 
number of data points, which is more likely 
to conclude that the variables in a subset are 
jointly significant and thus must be kept in 
the model. It turns out that the decisions to 
keep or drop variables would have been the 
same using number of countries or number 
of observations as degrees of freedom. All 
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F-tests permitted dropping nonsignificant 
variables (p < .10; results not shown). 24 

RESULTS 

As Table 2 shows, post-tax/transfer poverty 
rates are lower than pre-tax/transfer poverty 
rates for all countries studied. However, the 
extent of redistribution varies across coun- 
tries. Countries with Christian democratic 
welfare states (excluding Germany and 
Switzerland) have the highest pre-tax/trans- 
fer poverty rates, while countries with social 
democratic welfare states (excluding Den- 
mark) have the lowest. Belgium is the most 
successful state at reducing poverty, fol- 
lowed by Denmark and Finland. The least 
redistributive states are Switzerland and the 
United States. To assess the causes of pov- 
erty rates and redistribution, we estimate a 
series of regressions for pre-tax/transfer 
poverty rates and for reductions in poverty 
due to taxes and transfers. 

PRE-TAX/TRANSFER POVERTY 

The first set of analyses examines the deter- 
minants of pre-tax/transfer poverty rates (see 
Table 3). Models 1 through 5 separately test 
variables measuring economic development, 
the U-turn problematic, labor market insti- 
tutions, politics, and policies. Models 6 and 
7 combine the variables significant at p < .10 
or better from the previous models, follow- 
ing the model-building strategy described in 
the methods section. Model 8 incorporates 
time-period effects. 

In Model 1, the significant positive coeffi- 
cients of GDP and vocational education, and 
the marginally significant negative coeffi- 
cient of agricultural employment contradict 
our expectation that economic development 
and a strong system of vocational education 
reduce poverty. The significant positive ef- 
fect of youth on poverty is the only coeffi- 
cient in the expected direction. We note, 
however, that in the more fully specified 
Model 6 vocational education is the only one 
of these factors that retains significance, and 
even this factor becomes nonsignificant in 

24 Tables of regression results with F-tests and 
t-ratios are available at http://www.unc.edu/ 
-nielsen/asa1/asal1 .htm. 
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the reduced model (Model 7) and in the 
model with period indicators (Model 8). We 
conclude from Model 1 that factors associ- 
ated with economic development are not the 
expected predictors of pre-tax/transfer pov- 
erty rates. This supports the view that, in 
these advanced industrial countries, eco- 
nomic development has lost its antipoverty 
effectiveness. 

Model 2 tests the effect of variables asso- 
ciated with the "U-Turn Problematic," which 
include industrial employment, factors asso- 
ciated with globalization (LDC imports, 
capital market openness, outward direct for- 
eign investment, and immigration), unem- 
ployment, and women's changing roles (la- 
bor force participation and single-mother 
families). The coefficients for industrial em- 
ployment and unemployment are significant 
and in the expected direction. Thus, a com- 
paratively larger industrial sector (reflecting 
less de-industrialization) and lower unem- 
ployment are associated with less pre-tax/ 
transfer poverty. Interestingly, coefficients 
for the globalization variables are nonsignifi- 
cant. This suggests that the increasing inter- 
dependence of nations does not adequately 
explain variations in poverty rates across 
countries during the latter third of the twen- 
tieth century. Note that most of the relevant 
globalization literature argues that globaliza- 
tion has an indirect effect on poverty and in- 
equality, largely through its impact on de-in- 
dustrialization and unemployment. With re- 
gard to de-industrialization, recent pooled 
time-series analyses of the same advanced 
industrial societies we study here have shown 
that de-industrialization is driven largely by 
factors internal to these economies. Thus, 
globalization has had little if any effect on 
industrial employment (Iversen and Cusack 
2000; Rowthor and Ramaswamy 1998; but 
see Alderson 1999).25 Additional analyses 
are consistent with theses findings (results 
not shown). When we dropped de-industrial- 
ization from combined Model 6 in Table 3 

25 These findings are also relevant for the hy- 
pothesized effect of Third World imports and 
outward direct foreign investment (but not migra- 
tion) on poverty through their effect on unem- 
ployment, as these factors are hypothesized to 
create unemployment in exposed sectors of the 
economy. 
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and entered the globalization variables, none 
of them had significant effects on pre-tax/ 
transfer poverty. Similarly, when we dropped 
unemployment from the model and entered 
the globalization variables, none of them had 
significant effects on the dependent variable. 
Measures of women's changing roles are also 
not significant. Women's labor force partici- 
pation does not have the expected negative 
effect on poverty, and single-mother families 
do not have the expected positive effect. 

Model 3 tests the impact of the labor mar- 
ket institution variables-wage coordination 
and union density. We find mixed support 
for the hypotheses associated with these 
variables. Union density does not signifi- 
cantly affect pre-tax/transfer poverty rates, 
but wage coordination has a significant 
negative effect on poverty. Therefore, coun- 
tries with more centralized wage bargaining 
have lower poverty rates, presumably be- 
cause the dispersion of their wage distribu- 
tion is less. 

In Model 4, we test the effect of left cabi- 
net and in Model 5, we test the policy vari- 
ables, including welfare generosity, means- 
tested benefits, child and family allowances, 
maternity allowances, and unemployment 
replacement rates. We have hypothesized that 
these variables would not be strong predic- 
tors of pre-tax/transfer poverty rates. Left 
cabinet is not significant in Model 4, but 
welfare generosity and maternity allowances 
are significant in Model 5. Some critics con- 
tend that the welfare state creates poverty by 
reducing work incentives and encouraging 
dependency. The significant positive coeffi- 
cient of welfare generosity and the margin- 
ally significant coefficient of means-tested 
benefits (p < .1), but not the significant nega- 
tive coefficient of maternity allowances, 
would seem to be consistent with the view 
that welfare induces poverty. However, these 
results are not robust, as these coefficients 
become nonsignificant in the more fully 
specified Model 6. The nonsignificance of 
left cabinet and the policy variables in Model 
6 suggests that government ideology and the 
size and shape of the welfare state do not 
explain variation in pre-tax/transfer poverty. 

Models 6 to 8 document the reduction pro- 
cess used to determine the trimmed model 
of pre-tax/transfer poverty. Model 6 com- 
bines the variables from previous models 
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Table 3. Unstandardized Coefficients from OLS Regressions with Huber-White Robust Error 
Estimates of Pre-Tax/Transfer Poverty on Selected Independent Variables 

Independent Variable Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 
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(.33) (.21) (.22) 
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significant at p < .10. We perform F-tests to 
ensure that dropping variables does not sig- 
nificantly reduce the explanatory power of 
each model. We find that we can confidently 
drop education from Model 1 [F(1,55) = 
.20]. We can drop the six nonsignificant 
variables from Model 2 [F(6,52) = .37]. We 
can drop union density from Model 3, and 
the two nonsignificant policy variables from 
Model 5. This combined model is further re- 
duced in Model 7, where we drop the six 
variables below the p < .10 level of signifi- 
cance from Model 6. Finally, Model 8 adds 
indicators for the 1980 and 1990 time peri- 
ods to the reduced model. These period indi- 
cators test for the existence of unmeasured 
period-specific influences that might induce 
correlations among errors across units 
(countries). The nonsignificance of the pe- 
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riod indicators suggests that the errors are 
not correlated across countries.26 

In sum, Model 8 indicates that the most 
powerful predictors of pre-tax/transfer pov- 
erty are industrial employment (negative ef- 
fect), unemployment (positive effect), and 
wage coordination (negative effect). These 
variables together explain 67 percent of the 
variation in pre-tax/transfer poverty rates. 

POVERTY REDUCTION 

Table 4 presents analyses predicting reduc- 
tions in poverty resulting from taxes and 
transfers. Models 1 through 4 test the impact 

26 As explained in the methods section, the ro- 
bust-cluster standard errors control for possible 
error correlations within units. 
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(Table 3 continued from previous page) 

Independent Variable Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 

(Table 3 continued from previous page) 
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Note: Numbers in parentheses are standard errors. 
a Significant at p < .10 and retained in Model 6 and some or all subsequent models. 

p < .05 *p < .01 ***p < .001 (one-tailed tests) 

Note: Numbers in parentheses are standard errors. 
a Significant at p < .10 and retained in Model 6 and some or all subsequent models. 

p < .05 *p < .01 ***p < .001 (one-tailed tests) 

of economic variables, labor market institu- 
tions, political variables, and policy vari- 
ables, respectively. Model 5 combines the 
variables significant at p < .10 or better from 
the previous models, and Model 6 further re- 
duces the combined model. Model 7 substi- 
tutes union density for left cabinet, and 
Model 8 incorporates the time-period indi- 
cators. 

Model 1 tests the effects of variables mea- 
suring economic resources and the size of 
the target population. Unemployment is not 
significant in Model 1. However, this effect 
becomes significant when the models are 
combined and reduced (Models 5 through 8). 
These findings suggest that states with 
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higher unemployment rates have greater re- 
distribution because unemployment gener- 
ates financial need, which leads to increased 
welfare expenditures and, at any given level 
of benefits, greater reduction of poverty. The 
remaining economic and population vari- 
ables are not significant. 

Model 2 tests the effects of labor market 
institutions. We find, as expected, that states 
with greater union density have higher re- 
ductions in poverty. Because of the high cor- 
relation between left cabinet and union den- 
sity, we do not include union density in our 
first combined and reduced models (Models 
5 and 6). Wage coordination is not signifi- 
cant in Model 2, but it becomes significant 
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Table 4. Unstandardized Coefficients from OLS Regressions with Huber-White Robust Error 
Estimates of Reduction in Poverty Resulting from Taxes and Transfers on Selected 
Independent Variables 

Independent Variable Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 

Economic Resources and Population Variables 
GDP -.01 

(.08) 
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in Models 5 and 6. When we substitute union 
density for left cabinet in the reduced Model 
7, the significance of wage coordination is 
reduced again. We conclude that, among la- 
bor market institutions, union density is the 
more significant determinant of redistribu- 
tion. 

Model 3 incorporates politics variables. 
We contend that left cabinet and veto points 
are the key determinants of poverty reduc- 
tion. We find, in support of our argument, 
that states with stronger left parties have 
greater reductions in poverty. Furthermore, 
as expected, the coefficient for Christian 
democratic cabinet is not significant. This 
supports the assertion that left governments 
are more supportive of redistribution. We 
also find that constitutional structure (veto 
points) have a significant negative effect on 
poverty reduction, supporting the view that 
many veto points offer interest groups more 
opportunities to block legislation aimed at 
developing welfare states with a strongly 
redistributive profile. Although vocational 
education has only a marginally significant 
positive effect on poverty reduction in 
Model 3 (p < .07), the coefficient becomes 
significant in the combined and reduced 
models (Models 5 through 8), suggesting 
that states with more developed vocational 
education systems have stronger social pro- 
grams that lead to poverty reduction. 

Model 4 introduces the policy variables 
to determine whether government policies 
predict poverty reduction. This model tests 
the effects of both the size (i.e., generosity) 
and the shape (as represented by the policy 
variables) of the welfare state on poverty 
reduction. We find, in support of our main 
assertion, that more generous welfare states 
have significantly greater reductions in 
poverty. Moreover, child and family allow- 
ances as a proportion of social transfers 
have a significant positive effect on poverty 
reduction, and the significance of this vari- 
able increases in the combined and reduced 
models. In contrast, generosity of unem- 
ployment replacement rates loses its signifi- 
cance in the combined model, and the pro- 
portion of transfers that are maternity al- 
lowances or means-tested never achieve 
statistical significance. Thus, we find that 
overall size of the welfare state and a strong 
reliance on child and family allowances are 
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important determinants of poverty 
reduction. 

Because union density and left cabinet 
are highly correlated, we include them in 
separate models.27 Model 6 includes left 
cabinet, and Model 7 includes union den- 
sity. We find, as expected, that left cabinet 
explains the larger proportion of the varia- 
tion in poverty reduction, at 91 percent 
compared with 88 percent when union den- 
sity is included. This suggests that for citi- 
zens to have a more substantial impact on 
the state, employees must not just unionize, 
they and their families must also attain ef- 
fective political representation through a 
strong left party. 

Model 8 includes left cabinet because it 
has greater explanatory power. This model 
also incorporates the period indicators. The 
nonsignificant time-period variables offer 
no evidence of period-specific errors. This 
final model supports our assertion that left 
cabinet, constitutional structure, and wel- 
fare policy structure are the central determi- 
nants of poverty reduction. This model, 
which explains 91 percent of the variance in 
poverty reduction, indicates that states are 
more likely to effectively redistribute in- 
come to the poor when they have longer pe- 
riods of left rule and more generous welfare 
states. Furthermore, the structure of the 
welfare state matters, as child and family 
allowances are the most effective at reduc- 
ing poverty. Two additional explanations of 
poverty reduction are also important. Un- 
employment is significant because it in- 
creases poverty and thus-in the presence 
of decent unemployment compensation 
schemes, which most of these countries 
have-it also increases poverty reduction. 
Finally, vocational education is significant 
because workers employed in states with 
stronger vocational education systems often 

27 We attribute the high correlation of .79 be- 
tween left cabinet and union density (see Appen- 
dix A) to the fact that both variables are manifes- 
tations of a labor-dominated polity. Effects of the 
two variables are hard to distinguish because of 
collinearity. Rather than using more complicated 
methods, we deal with this situation by estimat- 
ing the effects of the two variables separately and 
then choosing the one with greater explanatory 
power, as presumably it is the best indicator of 
the underlying dimension of labor domination. 
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experience longer spells of unemployment. 
They, therefore, support the development of 
social programs that might reduce poverty. 

To test the robustness of robust-cluster 
estimation, we also generated OLS and 
REM estimates. These results provide over- 
whelming support for our findings (see Ap- 
pendices B and C). For reduction in pov- 
erty, our main results of the strong effects 
of welfare generosity, left cabinet, veto 
points, and unemployment appear in all 
equations. In the case of pre-tax/transfer 
poverty, the results are similar in all three 
equations for industrial employment and 
unemployment, but wage coordination does 
not appear in the final equation in the REM 
estimates. 

CONCLUSIONS 

To briefly summarize our main findings, we 
stress the importance of the polity in reduc- 
ing levels of poverty, which is largely cre- 
ated by economic structures and conditions. 
Pre-tax and transfer poverty is mainly a 
function of industrial employment, unem- 
ployment, and wage coordination. Countries 
with coordinated market economies, where 
a large percentage of the working-age popu- 
lation is employed in industry and where the 
unemployment rate is low, have low levels 
of pre-tax and transfer poverty. However, 
these poverty levels in all countries are re- 
duced through the tax and transfer system, 
albeit to greatly varying degrees. 

The more generous the welfare state, the 
greater is the extent of poverty reduction. In 
addition, long-term incumbency of left par- 
ties affects poverty reduction positively by 
giving the tax and transfer system a particu- 
larly redistributive profile. One of the most 
effective antipoverty policy instruments is 
child and family allowances. Unemployment 
raises the pre-tax/transfer poverty rate and 
thus leads to more poverty reduction, at the 
given level of welfare state generosity. Fi- 
nally, vocational education systems enhance 
poverty reduction, and we take this to be 
largely an effect of the greater support of 
workers experiencing unstable work patterns 
for spending on social safety nets. 

These findings have important implica- 
tions for theory and policy. Theoretically, we 
have advanced two sets of literatures. First, 
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These findings have important implica- 
tions for theory and policy. Theoretically, we 
have advanced two sets of literatures. First, 

we have contributed to the sociological lit- 
erature on poverty by explaining how the 
welfare state reduces poverty. By distin- 
guishing between pre-tax/transfer poverty 
and reductions in poverty, we have been able 
to integrate traditional theories of poverty 
and inequality that focus on economic and 
labor market structures with theories of re- 
distribution that focus on political power and 
state structure. We have demonstrated that in 
advanced industrial economies, pre-tax/ 
transfer poverty rates are determined prima- 
rily by factors associated with the Great U- 
Turn on inequality. An influential view holds 
that, as advanced economies have become 
more global and as de-industrialization has 
progressed, industrial employment has de- 
clined and unemployment has risen, particu- 
larly among workers with few skills (Blue- 
stone and Harrison 1982). Our findings sup- 
port the argument on de-industrialization and 
unemployment. However, we do not find 
much support for the globalization hypoth- 
esis. Nevertheless, the contrary findings of 
Alderson and Nielsen's (2002) recent work 
on globalization and inequality argue that our 
rejection of the effects of migration, Third 
World imports, and outward direct foreign 
investment on poverty must remain tentative. 
Alderson and Nielsen found globalization 
effects on longitudinal variations in inequal- 
ity; it is plausible that the greater temporal 
reach of their data and larger sample size 
(n = 187) may account for the differences in 
findings. 

Second, we have developed the welfare 
state literature by demonstrating both the ex- 
tent and the conditions under which the wel- 
fare state has a significant impact on pov- 
erty. Before taxes and transfers are offered 
to families, the average poverty rate among 
the working-age population across these 
countries is 16 percent, ranging from 10 per- 
cent in Germany to a remarkably high 22 
percent in France. After taxes and transfers 
are incorporated as income, the average pov- 
erty rate is sliced in half, and the range drops 
dramatically to a low of 3 percent in Finland 
to a high of 15 percent in the United States. 
Remarkably, the difference between the two 
end-points of the range remains at 12 per- 
cent, while the ordering of countries 
changes, indicating great variation in income 
redistribution. 
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Previous studies have demonstrated a 
strong relationship between the welfare state 
and poverty reduction, but they are limited 
by cross-sectional data and a neglect of the 
causal mechanisms explaining poverty rates 
(Kenworthy 1999; Kim 2000). We find that 
the welfare state itself and the balance of 
political power are central determinants of 
poverty reduction. When states spend more 
of their financial resources on citizen wel- 
fare, poverty is reduced. When they spend it 
under the influence of left-wing parties, they 
spend it in a more redistributive way and are 
particularly effective at reducing poverty. A 
particularly effective antipoverty instrument 
is child and family allowances, as opposed to 
means-tested benefits in general. If govern- 
ments want to attack poverty directly, they 
must invest in these more effective programs. 

We find that Christian democratic cabinet 
is not significant for poverty reduction, but 
left cabinet is significant, indicating that the 
structure of social democratic welfare state 
policies accounts for the greater effective- 
ness of left cabinets in reducing poverty. 
This effect is substantively important: 10 
years of left cabinet control of the govern- 
ment result in a 6.3 percent proportional re- 
duction in poverty. Moreover, left cabinet 
also has an indirect effect on poverty reduc- 
tion because it is one of the main determi- 
nants of welfare state generosity. Though we 
find no direct effect of Christian democratic 
cabinet, it does have an indirect effect be- 
cause it is another one of the main determi- 
nants of welfare state generosity (E. Huber 
and Stephens 2001, chap. 3). 

Our research, then, has advanced our un- 
derstanding of poverty and redistribution in 
industrialized democracies. We have gone 
beyond the limited number of previous stud- 
ies examining the relationship between the 
welfare state and poverty by systematically 
testing theoretical explanations for their re- 
lationship and providing a solid quantitative 
account of their relationship. Our analyses of 
an unbalanced pooled time-series data set 
have shown that de-industrialization, unem- 
ployment, left government, constitutional 
structure, and welfare state policies deter- 
mine the welfare of citizens by shaping their 
pre-tax/transfer income and the extent to 
which states redistribute income through 
taxes and transfers. 
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APPENDIX B 

Unstandardized Coefficients from Final Models 
Using Alternative Estimates of Determinants of 
Pre-Tax/Transfer Poverty 
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Wage coordination/ 1.33 1.71* 
corporatism (.93) (.85) 
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(.06) 

Capital market 
openness 

Policies 
Welfare generosity 4.13*** 4.07*** 4.61*** 

(.71) (.77) (.95) 

Means-tested benefits 

Child and family .13** .11** 
allowances (.04) (.04) 

Maternity allowances 

Unemployment .14* .15* 
replacement rate (.08) (.08) 

Time Period 

Women's organization 
strength 

Constitutional struc- -1.86** -1.97** -2.57** 
ture (veto points) (.72) (.76) (.96) 

Vocational education .10* 
(.06) 

Capital market 
openness 

Policies 
Welfare generosity 4.13*** 4.07*** 4.61*** 

(.71) (.77) (.95) 

Means-tested benefits 

Child and family .13** .11** 
allowances (.04) (.04) 

Maternity allowances 

Unemployment .14* .15* 
replacement rate (.08) (.08) 

Time Period 
1980 1980 

-1.04 -.86 
(.88) (1.13) 
-.59 -.40 

(1.10) (1.30) 

-1.04 -.86 
(.88) (1.13) 
-.59 -.40 

(1.10) (1.30) 

-.72 
(.85) 
-.23 

(1.08) 

-.72 
(.85) 
-.23 

(1.08) 

1990 1990 

-2.16 -2.64 -4.05 
(3.84) (2.86) (2.62) 

-2.59 -3.39 -5.26* 
(4.22) (3.46) (3.06) 

-2.16 -2.64 -4.05 
(3.84) (2.86) (2.62) 

-2.59 -3.39 -5.26* 
(4.22) (3.46) (3.06) 

Constant 22.94*** 25.03*** 25.29*** 
(4.82) (3.81) (4.83) 

R2 .67 .67 .61 

Note: Numbers in parentheses are standard errors. 

*p < .05 **p < .01 ***p < .001 (one-tailed tests) 

Constant 22.94*** 25.03*** 25.29*** 
(4.82) (3.81) (4.83) 

R2 .67 .67 .61 

Note: Numbers in parentheses are standard errors. 

*p < .05 **p < .01 ***p < .001 (one-tailed tests) 

Constant 21.96*** 20.25*** 33.25*** 
(4.06) (5.07) (5.25) 

R2 .91 .91 .88 

Note: Numbers in parentheses are standard errors. 

*p < .05 **p < .01 ***p < .001 (one-tailed tests) 

Constant 21.96*** 20.25*** 33.25*** 
(4.06) (5.07) (5.25) 

R2 .91 .91 .88 

Note: Numbers in parentheses are standard errors. 

*p < .05 **p < .01 ***p < .001 (one-tailed tests) 



48 AMERICAN SOCIOLOGICAL REVIEW 48 AMERICAN SOCIOLOGICAL REVIEW 

REFERENCES 

Aberg, Rune. 1989. "Distributive Mechanisms of 
the Welfare State-A Formal Analysis and 
Empirical Application." European Sociologi- 
cal Review 5:167-82. 

Alderson, Arthur S. 1999. "Explaining De-indus- 
trialization: Globalization, Failure, or Suc- 
cess?" American Sociological Review 64:701- 
21. 

Alderson, Arthur S. and Francois Nielsen. 2002. 
"Globalization and the Great U-Turn: Income 
Inequality Trends in 16 OECD Countries." 
American Journal of Sociology 107:1244-99. 

Atkinson, A.B. and Gunnar Viby Mogensen. 
1993. Welfare and Work Incentives: A North 
European Perspective. Oxford, England: 
Clarendon. 

Beck, Nathaniel and Jonathan N. Katz. 1995. 
"What to Do (and Not to Do) with Time-Se- 
ries-Cross-Section Data in Comparative Poli- 
tics." American Political Science Review 89: 
634-47. 

Becker, Gary S. 1993. Human Capital: A Theo- 
retical and Empirical Analysis, with Special 
Reference to Education. Chicago, IL: Univer- 
sity of Chicago Press. 

Blank, Rebecca M. and Alan S. Blinder. 1986. 
"Macroeconomics, Income Distribution, and 
Poverty." Pp. 180-208 in Fighting Poverty: 
What Works and What Doesn't, edited by S. H. 
Danziger and D.H. Weinberg. Cambridge, 
MA: Harvard University Press. 

Bluestone, Barry and Bennett Harrison. 1982. 
The De-industrialization of America: Plant 
Closings, Community Abandonment, and the 
Dismantling of Basic Industry. New York: Ba- 
sic. 

Bonoli, Giuliano and Andre Mach. 2000. "Swit- 
zerland: Adjustment Politics with Institutional 
Constraints." Pp. 131-74 in Welfare and Work 
in the Open Economy, vol. 2, Diverse Re- 
sponses to Common Challenges, edited by 
F. W. Scharpf and V. A. Schmidt. Oxford, En- 
gland: Oxford University Press. 

Borjas, George J. 1994. "The Economics of Im- 
migration." Journal of Economic Literature 
32:1667-1717. 

Borjas, George J., Richard B. Freeman, and 
Lawrence F. Katz. 1992. "On the Labor Mar- 
ket Impacts of Immigration and Trade." Pp. 
213-44 in Immigration and the Work Force: 
Economic Consequences for the United States 
and Source Areas, edited by G. J. Borjas and 
R. B. Freeman. Chicago, IL: University of Chi- 
cago Press. 

Bradley, David, Evelyne Huber, Stephanie 
Moller, Francois Nielsen, and John Stephens. 
Forthcoming. "Distribution and Redistribution 
in Post-industrial Democracies." World Poli- 

REFERENCES 

Aberg, Rune. 1989. "Distributive Mechanisms of 
the Welfare State-A Formal Analysis and 
Empirical Application." European Sociologi- 
cal Review 5:167-82. 

Alderson, Arthur S. 1999. "Explaining De-indus- 
trialization: Globalization, Failure, or Suc- 
cess?" American Sociological Review 64:701- 
21. 

Alderson, Arthur S. and Francois Nielsen. 2002. 
"Globalization and the Great U-Turn: Income 
Inequality Trends in 16 OECD Countries." 
American Journal of Sociology 107:1244-99. 

Atkinson, A.B. and Gunnar Viby Mogensen. 
1993. Welfare and Work Incentives: A North 
European Perspective. Oxford, England: 
Clarendon. 

Beck, Nathaniel and Jonathan N. Katz. 1995. 
"What to Do (and Not to Do) with Time-Se- 
ries-Cross-Section Data in Comparative Poli- 
tics." American Political Science Review 89: 
634-47. 

Becker, Gary S. 1993. Human Capital: A Theo- 
retical and Empirical Analysis, with Special 
Reference to Education. Chicago, IL: Univer- 
sity of Chicago Press. 

Blank, Rebecca M. and Alan S. Blinder. 1986. 
"Macroeconomics, Income Distribution, and 
Poverty." Pp. 180-208 in Fighting Poverty: 
What Works and What Doesn't, edited by S. H. 
Danziger and D.H. Weinberg. Cambridge, 
MA: Harvard University Press. 

Bluestone, Barry and Bennett Harrison. 1982. 
The De-industrialization of America: Plant 
Closings, Community Abandonment, and the 
Dismantling of Basic Industry. New York: Ba- 
sic. 

Bonoli, Giuliano and Andre Mach. 2000. "Swit- 
zerland: Adjustment Politics with Institutional 
Constraints." Pp. 131-74 in Welfare and Work 
in the Open Economy, vol. 2, Diverse Re- 
sponses to Common Challenges, edited by 
F. W. Scharpf and V. A. Schmidt. Oxford, En- 
gland: Oxford University Press. 

Borjas, George J. 1994. "The Economics of Im- 
migration." Journal of Economic Literature 
32:1667-1717. 

Borjas, George J., Richard B. Freeman, and 
Lawrence F. Katz. 1992. "On the Labor Mar- 
ket Impacts of Immigration and Trade." Pp. 
213-44 in Immigration and the Work Force: 
Economic Consequences for the United States 
and Source Areas, edited by G. J. Borjas and 
R. B. Freeman. Chicago, IL: University of Chi- 
cago Press. 

Bradley, David, Evelyne Huber, Stephanie 
Moller, Francois Nielsen, and John Stephens. 
Forthcoming. "Distribution and Redistribution 
in Post-industrial Democracies." World Poli- 

tics 55. 
Burtless, Gary, Lee Rainwater, and Timothy M. 

Smeeding. 2001. "United States Poverty in a 
Cross-National Context." Pp. 27-68 in Under- 
standing Poverty, edited by S. H. Danziger and 
R. H. Haveman. New York: Russell Sage 
Foundation. 

Cancian, Maria, Sheldon Danziger, and Peter 
Gottschalk. 1993. "Working Wives and Fam- 
ily Income Inequality among Married 
Couples." Pp. 195-221 in Uneven Tides: Ris- 
ing Inequality in America, edited by S. 
Danziger and P. Gottschalk. New York: 
Russell Sage. 

Casper, Lynne M., Sara S. McLanahan, and Irwin 
Garfinkel. 1994. "The Gender-Poverty Gap: 
What We Can Learn from Other Countries." 
American Sociological Review 59:594-605. 

Cutler, David M. and Lawrence F. Katz. 1991. 
"Macroeconomic Performance and the Disad- 
vantaged." Pp. 1-61 in Brookings Papers on 
Economic Activity, vol. 2, edited by W. C. 
Brainard and G.L. Perry. Washington, DC: 
Brookings. 

Danziger, Sheldon H. and Peter Gottschalk. 
1995. America Unequal. New York: Russell 
Sage. 

Ebbinghaus, Bernhard and Jelle Visser. 1992. 
"European Trade Unions in Figures." Depart- 
ment of Sociology, University of Amsterdam, 
Amsterdam, The Netherlands. Unpublished 
manuscript. 

Esping-Andersen, G0sta. 1999. Social Founda- 
tions of Postindustrial Economies. Oxford, En- 
gland: Oxford University Press. 

Estevez-Abe, Margarita, Torben Iversen, and 
David Soskice. 2001. "Social Protection and 
the Formation of Skills: A Reinterpretation of 
the Welfare State." Pp. 145-83 in Varieties of 
Capitalism, edited by P. Hall and D. Soskice. 
New York: Oxford University Press. 

Figini, Paolo. 1998. "Inequality Measures, 
Equivalence Scales, and Adjustment of House- 
hold Size and Composition." Working Paper 
No. 185, Luxembourg Income Study, Luxem- 
bourg City, Luxembourg. Retrieved January 
22, 2003 (http://www.lisproject.org/publica- 
tions/wpapers.htm). 

Goodin, Robert E., Bruce Headey, Ruud Muffels, 
and Henk-Jan Dirven. 1999. The Real Worlds 
of Welfare Capitalism. New York: Cambridge 
University Press. 

Gornick, Janet C., Marcia K. Meyers, and 
Katherin E. Ross. 1997. "Supporting the Em- 
ployment of Mothers: Policy Variation across 
Fourteen Welfare States." Journal of European 
Social Policy 7:45-70. 

Gottschalk, Peter and Mary Joyce. 1995. "The 
Impact of Technological Change, De-industri- 
alization, and Internationalization of Trade on 

tics 55. 
Burtless, Gary, Lee Rainwater, and Timothy M. 

Smeeding. 2001. "United States Poverty in a 
Cross-National Context." Pp. 27-68 in Under- 
standing Poverty, edited by S. H. Danziger and 
R. H. Haveman. New York: Russell Sage 
Foundation. 

Cancian, Maria, Sheldon Danziger, and Peter 
Gottschalk. 1993. "Working Wives and Fam- 
ily Income Inequality among Married 
Couples." Pp. 195-221 in Uneven Tides: Ris- 
ing Inequality in America, edited by S. 
Danziger and P. Gottschalk. New York: 
Russell Sage. 

Casper, Lynne M., Sara S. McLanahan, and Irwin 
Garfinkel. 1994. "The Gender-Poverty Gap: 
What We Can Learn from Other Countries." 
American Sociological Review 59:594-605. 

Cutler, David M. and Lawrence F. Katz. 1991. 
"Macroeconomic Performance and the Disad- 
vantaged." Pp. 1-61 in Brookings Papers on 
Economic Activity, vol. 2, edited by W. C. 
Brainard and G.L. Perry. Washington, DC: 
Brookings. 

Danziger, Sheldon H. and Peter Gottschalk. 
1995. America Unequal. New York: Russell 
Sage. 

Ebbinghaus, Bernhard and Jelle Visser. 1992. 
"European Trade Unions in Figures." Depart- 
ment of Sociology, University of Amsterdam, 
Amsterdam, The Netherlands. Unpublished 
manuscript. 

Esping-Andersen, G0sta. 1999. Social Founda- 
tions of Postindustrial Economies. Oxford, En- 
gland: Oxford University Press. 

Estevez-Abe, Margarita, Torben Iversen, and 
David Soskice. 2001. "Social Protection and 
the Formation of Skills: A Reinterpretation of 
the Welfare State." Pp. 145-83 in Varieties of 
Capitalism, edited by P. Hall and D. Soskice. 
New York: Oxford University Press. 

Figini, Paolo. 1998. "Inequality Measures, 
Equivalence Scales, and Adjustment of House- 
hold Size and Composition." Working Paper 
No. 185, Luxembourg Income Study, Luxem- 
bourg City, Luxembourg. Retrieved January 
22, 2003 (http://www.lisproject.org/publica- 
tions/wpapers.htm). 

Goodin, Robert E., Bruce Headey, Ruud Muffels, 
and Henk-Jan Dirven. 1999. The Real Worlds 
of Welfare Capitalism. New York: Cambridge 
University Press. 

Gornick, Janet C., Marcia K. Meyers, and 
Katherin E. Ross. 1997. "Supporting the Em- 
ployment of Mothers: Policy Variation across 
Fourteen Welfare States." Journal of European 
Social Policy 7:45-70. 

Gottschalk, Peter and Mary Joyce. 1995. "The 
Impact of Technological Change, De-industri- 
alization, and Internationalization of Trade on 



DETERMINANTS OF POVERTY 49 DETERMINANTS OF POVERTY 49 

Earnings Inequality: An International Perspec- 
tive." Pp. 197-230 in Poverty, Inequality, and 
the Future of Social Policy, edited by K. 
McFate, R. Lawson and W.J. Wilson. New 
York: Russell Sage. 

Gottschalk, Peter and Timothy M. Smeeding. 
1997. "Cross-National Comparisons of Earn- 
ings and Income Inequality." Journal of Eco- 
nomic Literature 35:633-87. 

Gramlich, Edward M. and Deborah S. Laren. 
1984. "How Widespread are Income Losses in 
a Recession?" Pp. 157-80 in The Social Con- 
tract Revisited: Aims and Outcomes of Presi- 
dent Reagan's Social Welfare Policy, edited by 
D.L. Bawden. Washington, DC: Urban Insti- 
tute Press. 

Greene, William H. 1993. Econometric Analysis. 
2d ed. Englewood Cliffs, NJ: Prentice Hall. 

Gustafsson, Bjorn and Mats Johansson. 1999. "In 
Search of Smoking Guns: What Makes Income 
Inequality Vary Over Time in Different Coun- 
tries?" American Sociological Review 64:585- 
605. 

Harrison, Bennett and Barry Bluestone. 1988. 
The Great U-Turn: Corporate Restructuring 
and the Polarizing of America. New York: Ba- 
sic. 

Hicks, Alexander. 1999. Social Democracy and 
Welfare Capitalism: A Century of Income Se- 
curity Policies. Ithaca, NY: Cornell University 
Press. 

Huber, Evelyne, Charles Ragin, and John D. 
Stephens. 1993. "Social Democracy, Christian 
Democracy, Constitutional Structure, and the 
Welfare State." American Journal of Sociology 
99:711-49. 

. 1997. "Comparative Welfare States Data 
Set." Northwestern University, Evanston, IL 
and University of North Carolina, Chapel Hill, 
NC [distributors]. Retrieved January 22, 2003 
(http://www.lisproject.org/publications/ 
welfaredata/welfareaccess.htm). 

Huber, Evelyne and John D. Stephens. 2000. 
"Partisan Governance, Women's Employment, 
and the Social Democratic Service State." 
American Sociological Review 65:323-42. 

. 2001. Development and Crisis of the 
Welfare State: Parties and Policies in Global 
Markets. Chicago, IL: University of Chicago 
Press. 

Huber, Peter J. 1967. "The Behavior of Maxi- 
mum Likelihood Estimation under Nonstand- 
ard Conditions." Pp. 221-33 in Proceedings of 
the Fifth Berkeley Symposium on Mathemati- 
cal Statistics and Probability 1, edited by L. 
M. LeCam and J. Neyman. Berkeley, CA: Uni- 
versity of California Press. 

Inglehart, Ronald. 1997. Modernization and 
Postmodernization: Cultural, Economic, and 
Political Change in 43 Societies. Princeton, 

Earnings Inequality: An International Perspec- 
tive." Pp. 197-230 in Poverty, Inequality, and 
the Future of Social Policy, edited by K. 
McFate, R. Lawson and W.J. Wilson. New 
York: Russell Sage. 

Gottschalk, Peter and Timothy M. Smeeding. 
1997. "Cross-National Comparisons of Earn- 
ings and Income Inequality." Journal of Eco- 
nomic Literature 35:633-87. 

Gramlich, Edward M. and Deborah S. Laren. 
1984. "How Widespread are Income Losses in 
a Recession?" Pp. 157-80 in The Social Con- 
tract Revisited: Aims and Outcomes of Presi- 
dent Reagan's Social Welfare Policy, edited by 
D.L. Bawden. Washington, DC: Urban Insti- 
tute Press. 

Greene, William H. 1993. Econometric Analysis. 
2d ed. Englewood Cliffs, NJ: Prentice Hall. 

Gustafsson, Bjorn and Mats Johansson. 1999. "In 
Search of Smoking Guns: What Makes Income 
Inequality Vary Over Time in Different Coun- 
tries?" American Sociological Review 64:585- 
605. 

Harrison, Bennett and Barry Bluestone. 1988. 
The Great U-Turn: Corporate Restructuring 
and the Polarizing of America. New York: Ba- 
sic. 

Hicks, Alexander. 1999. Social Democracy and 
Welfare Capitalism: A Century of Income Se- 
curity Policies. Ithaca, NY: Cornell University 
Press. 

Huber, Evelyne, Charles Ragin, and John D. 
Stephens. 1993. "Social Democracy, Christian 
Democracy, Constitutional Structure, and the 
Welfare State." American Journal of Sociology 
99:711-49. 

. 1997. "Comparative Welfare States Data 
Set." Northwestern University, Evanston, IL 
and University of North Carolina, Chapel Hill, 
NC [distributors]. Retrieved January 22, 2003 
(http://www.lisproject.org/publications/ 
welfaredata/welfareaccess.htm). 

Huber, Evelyne and John D. Stephens. 2000. 
"Partisan Governance, Women's Employment, 
and the Social Democratic Service State." 
American Sociological Review 65:323-42. 

. 2001. Development and Crisis of the 
Welfare State: Parties and Policies in Global 
Markets. Chicago, IL: University of Chicago 
Press. 

Huber, Peter J. 1967. "The Behavior of Maxi- 
mum Likelihood Estimation under Nonstand- 
ard Conditions." Pp. 221-33 in Proceedings of 
the Fifth Berkeley Symposium on Mathemati- 
cal Statistics and Probability 1, edited by L. 
M. LeCam and J. Neyman. Berkeley, CA: Uni- 
versity of California Press. 

Inglehart, Ronald. 1997. Modernization and 
Postmodernization: Cultural, Economic, and 
Political Change in 43 Societies. Princeton, 

NJ: Princeton University Press. 
Inter-Parliamentary Union (IPU). 1995. "Women 

in Parliaments, 1945-95: A World Statistical 
Survey." Geneva, Switzerland: IPU. 

Iversen, Torben. 1996. "Power, Flexibility, and 
the Breakdown of Centralized Wage Bargain- 
ing: The Cases of Denmark and Sweden in 
Comparative Perspective." Comparative Poli- 
tics. 28:399-436. 

. 1998. "Wage Bargaining, Central Bank 
Independence, and the Real Effects of Money." 
International Organization 52:469-504. 

Iversen, Torben and Thomas R. Cusack. 2000. 
"The Causes of Welfare State Expansion: 
Deindustrialization or Globalization?" World 
Politics 52:313-49. 

Iversen, Torben and David Soskice. 2001. "An 
Asset Theory of Social Policy Preference." 
American Political Science Review 95:875- 
910. 

Kamerman, Sheila B. 1984. "Women, Children, 
and Poverty: Public Policies and Female- 
headed Families in Industrialized Countries." 
Signs: Journal of Women in Culture and Soci- 
ety 10:249-71. 

Kenworthy, Lane. 1999. "Do Social-Welfare 
Policies Reduce Poverty? A Cross-National 
Assessment." Social Forces 77:1119-39. 

. 2001. "Wage-Setting Measures: A Sur- 
vey and Assessment." World Politics 54:57- 
98. 

Kilkey, Majella and Jonathan Bradshaw. 1999. 
"Lone Mothers, Economic Well-Being, and 
Policies." Pp. 147-84 in Gender and Welfare 
State Regimes, edited by D. Sainsbury. Oxford, 
England: Oxford University Press. 

Kim, Hwanjoon. 2000. "Anti-Poverty Effective- 
ness of Taxes and Income Transfers in Wel- 
fare States." International Social Security Re- 
view 53:105-29. 

King, Desmond and Stewart Wood. 1999. "The 
Political Economy of Neo-Liberalism." Pp. 
371-97 in Continuity and Change in Contem- 
porary Capitalism, edited by H. Kitschelt, P. 
Lange, G. Marks, and J. D. Stephens. New 
York: Cambridge University Press. 

Korpi, Walter and Joakim Palme. 1998. "The 
Paradox of Redistribution and Strategies of 
Equality: Welfare State Institutions, Inequal- 
ity, and Poverty in Western Countries." Ameri- 
can Sociological Review 63:661-87. 

Kuznets, Simon. 1955. "Economic Growth and 
Income Inequality." American Economic Re- 
view 45:1-28. 

Lecaillon, Jacques, Felix Paukert, Christian 
Morrisson, and Dimitri Germidis. 1984. In- 
come Distribution and Economic Develop- 
ment: An Analytical Survey. Geneva, Switzer- 
land: International Labour Office. 

Lindert, Peter H. and Jeffrey G. Williamson. 

NJ: Princeton University Press. 
Inter-Parliamentary Union (IPU). 1995. "Women 

in Parliaments, 1945-95: A World Statistical 
Survey." Geneva, Switzerland: IPU. 

Iversen, Torben. 1996. "Power, Flexibility, and 
the Breakdown of Centralized Wage Bargain- 
ing: The Cases of Denmark and Sweden in 
Comparative Perspective." Comparative Poli- 
tics. 28:399-436. 

. 1998. "Wage Bargaining, Central Bank 
Independence, and the Real Effects of Money." 
International Organization 52:469-504. 

Iversen, Torben and Thomas R. Cusack. 2000. 
"The Causes of Welfare State Expansion: 
Deindustrialization or Globalization?" World 
Politics 52:313-49. 

Iversen, Torben and David Soskice. 2001. "An 
Asset Theory of Social Policy Preference." 
American Political Science Review 95:875- 
910. 

Kamerman, Sheila B. 1984. "Women, Children, 
and Poverty: Public Policies and Female- 
headed Families in Industrialized Countries." 
Signs: Journal of Women in Culture and Soci- 
ety 10:249-71. 

Kenworthy, Lane. 1999. "Do Social-Welfare 
Policies Reduce Poverty? A Cross-National 
Assessment." Social Forces 77:1119-39. 

. 2001. "Wage-Setting Measures: A Sur- 
vey and Assessment." World Politics 54:57- 
98. 

Kilkey, Majella and Jonathan Bradshaw. 1999. 
"Lone Mothers, Economic Well-Being, and 
Policies." Pp. 147-84 in Gender and Welfare 
State Regimes, edited by D. Sainsbury. Oxford, 
England: Oxford University Press. 

Kim, Hwanjoon. 2000. "Anti-Poverty Effective- 
ness of Taxes and Income Transfers in Wel- 
fare States." International Social Security Re- 
view 53:105-29. 

King, Desmond and Stewart Wood. 1999. "The 
Political Economy of Neo-Liberalism." Pp. 
371-97 in Continuity and Change in Contem- 
porary Capitalism, edited by H. Kitschelt, P. 
Lange, G. Marks, and J. D. Stephens. New 
York: Cambridge University Press. 

Korpi, Walter and Joakim Palme. 1998. "The 
Paradox of Redistribution and Strategies of 
Equality: Welfare State Institutions, Inequal- 
ity, and Poverty in Western Countries." Ameri- 
can Sociological Review 63:661-87. 

Kuznets, Simon. 1955. "Economic Growth and 
Income Inequality." American Economic Re- 
view 45:1-28. 

Lecaillon, Jacques, Felix Paukert, Christian 
Morrisson, and Dimitri Germidis. 1984. In- 
come Distribution and Economic Develop- 
ment: An Analytical Survey. Geneva, Switzer- 
land: International Labour Office. 

Lindert, Peter H. and Jeffrey G. Williamson. 



SO AMERICAN SOCIOLOGICAL REVIEW SO AMERICAN SOCIOLOGICAL REVIEW 

1985. "Growth, Equality, and History." Explo- 
rations in Economic History 22:341-77. 

Long, J. Scott and Iliurie H. Ervin. 2000. "Using 
Heteroscedasticity Consistent Standard Errors 
in the Linear Regression Model." The Ameri- 
can Statistician 54:217-24. 

MacKinnon, James G. and Halbert White. 1985. 
"Some Heteroskedasticity Consistent Covari- 
ance Matrix Estimators with Improved Finite 
Sample Properties." Journal of Econometrics 
29:53-7. 

Makinen, Tiina. 1999. "Structural Pressures, So- 
cial Policy, and Poverty." International Social 
Security Review 52:3-24. 

McFate, Katherine. 1995. "Introduction: Western 
States in the New World Order." Pp. 367-86 
in Poverty, Inequality, and the Future of So- 
cial Policy, edited by K. McFate, R. Lawson, 
and W. J. Wilson. New York: Russell Sage. 

McFate, Katherine, Timothy Smeeding, and Lee 
Rainwater. 1995. "Markets and States: Poverty 
Trends and Transfer System Effectiveness in 
the 1980s." Pp. 29-68 in Poverty, Inequality, 
and the Future of Social Policy, edited by K. 
McFate, R. Lawson, and W. J. Wilson. New 
York: Russell Sage. 

Misra, Joya. 1998. "Mothers or Workers? The 
Value of Women's Labor: Women and the 
Emergence of Family Allowance Policy." 
Gender and Society 12:376-99. 

Nielsen, Frangois. 1994. "Income Inequality and 
Industrial Development: Dualism Revisited." 
American Sociological Review 59:654-77. 

Nielsen, Fran9ois and Arthur S. Alderson. 1995. 
"Income Inequality, Development, and Dual- 
ism: Results from an Unbalanced Cross-Na- 
tional Panel." American Sociological Review 
60:674-701. 

.1997. "The Kuznets Curve and the Great 
U-Turn: Income Inequality in U.S. Counties, 
1970 to 1990." American Sociological Review 
62:12-33. 

. 2001. "Trends in Income Inequality in 
the United States." Pp. 355-85 in Sourcebook 
on Labor Markets: Evolving Structures and 
Processes, edited by I. Berg and A. L. 
Kalleberg. New York: Plenum. 

Nolan, Patrick and Gerhard Lenski. 1999. Human 
Societies. 8th ed. New York: McGraw-Hill. 

O'Connor, Julia S. 1999. "Employment Equality 
Strategies in Liberal Welfare States." Pp. 47- 
74 in Gender and Welfare State Regimes, ed- 
ited by D. Sainsbury. Oxford, England: Oxford 
University Press. 

O'Connor, Julia S., Ann Shola Orloff, and Sheila 
Shaver. 1999. States, Markets, Families: Gen- 
der, Liberalism and Social Policy in Austra- 
lia, Canada, Great Britain and the United 
States. Cambridge, England: Cambridge Uni- 
versity Press. 

1985. "Growth, Equality, and History." Explo- 
rations in Economic History 22:341-77. 

Long, J. Scott and Iliurie H. Ervin. 2000. "Using 
Heteroscedasticity Consistent Standard Errors 
in the Linear Regression Model." The Ameri- 
can Statistician 54:217-24. 

MacKinnon, James G. and Halbert White. 1985. 
"Some Heteroskedasticity Consistent Covari- 
ance Matrix Estimators with Improved Finite 
Sample Properties." Journal of Econometrics 
29:53-7. 

Makinen, Tiina. 1999. "Structural Pressures, So- 
cial Policy, and Poverty." International Social 
Security Review 52:3-24. 

McFate, Katherine. 1995. "Introduction: Western 
States in the New World Order." Pp. 367-86 
in Poverty, Inequality, and the Future of So- 
cial Policy, edited by K. McFate, R. Lawson, 
and W. J. Wilson. New York: Russell Sage. 

McFate, Katherine, Timothy Smeeding, and Lee 
Rainwater. 1995. "Markets and States: Poverty 
Trends and Transfer System Effectiveness in 
the 1980s." Pp. 29-68 in Poverty, Inequality, 
and the Future of Social Policy, edited by K. 
McFate, R. Lawson, and W. J. Wilson. New 
York: Russell Sage. 

Misra, Joya. 1998. "Mothers or Workers? The 
Value of Women's Labor: Women and the 
Emergence of Family Allowance Policy." 
Gender and Society 12:376-99. 

Nielsen, Frangois. 1994. "Income Inequality and 
Industrial Development: Dualism Revisited." 
American Sociological Review 59:654-77. 

Nielsen, Fran9ois and Arthur S. Alderson. 1995. 
"Income Inequality, Development, and Dual- 
ism: Results from an Unbalanced Cross-Na- 
tional Panel." American Sociological Review 
60:674-701. 

.1997. "The Kuznets Curve and the Great 
U-Turn: Income Inequality in U.S. Counties, 
1970 to 1990." American Sociological Review 
62:12-33. 

. 2001. "Trends in Income Inequality in 
the United States." Pp. 355-85 in Sourcebook 
on Labor Markets: Evolving Structures and 
Processes, edited by I. Berg and A. L. 
Kalleberg. New York: Plenum. 

Nolan, Patrick and Gerhard Lenski. 1999. Human 
Societies. 8th ed. New York: McGraw-Hill. 

O'Connor, Julia S. 1999. "Employment Equality 
Strategies in Liberal Welfare States." Pp. 47- 
74 in Gender and Welfare State Regimes, ed- 
ited by D. Sainsbury. Oxford, England: Oxford 
University Press. 

O'Connor, Julia S., Ann Shola Orloff, and Sheila 
Shaver. 1999. States, Markets, Families: Gen- 
der, Liberalism and Social Policy in Austra- 
lia, Canada, Great Britain and the United 
States. Cambridge, England: Cambridge Uni- 
versity Press. 

Orloff, Ann S. 1996. "Gender in the Welfare 
State." Annual Review of Sociology 22:51-78. 

Organization for Economic Co-operation and 
Development (OECD). 1995. "Income Distri- 
bution in OECD Countries: Evidence from the 
Luxembourg Income Study." Social Policy 
Studies No. 18, Paris, France. 

. Various years (a). National Accounts. 
Paris, France: OECD. 

. Various years (b). Foreign Trade by 
Commodities. Paris, France: OECD. 

Organization for Economic Co-operation and 
Development (OECD)/Human Resources De- 
velopment Canada (HRDC). 2000. Literacy in 
the Information Age: Final Report of the In- 
ternational Adult Literacy Survey. Paris, 
France: OECD/HRDC. 

Pontusson, Jonas, David Rueda, and Christopher 
Way. 2002. "Comparative Political Economy 
of Wage Distribution: The Role of Partisanship 
and Labor Market Institutions." British Jour- 
nal of Political Science 32:281-303. 

Rogers, William H. 1993. "sgl7: Regression 
Standard Errors in Clustered Samples." Stata 
Technical Bulletin 13:19-23. Reprinted in 
Stata Technical Bulletin Reprints 3:88-94. 

Rowthorn, Robert and Ramana Ramaswamy. 
1998. "Growth, Trade, and Deindustrializa- 
tion." Working Paper No. 98/60. Washington, 
DC, International Monetary Fund. 

Rueda, David and Jonas Pontusson. 2000. "Wage 
Inequality and Varieties of Capitalism." World 
Politics 52:350-83. 

Sainsbury, Diane, ed. 1999. Gender and Welfare 
State Regimes. Oxford, England: Oxford Uni- 
versity Press. 

Scharpf, Fritz W. 2000. "Economic Changes, 
Vulnerabilities, and Institutional Capabilities." 
Pp.125-228 in Welfare and Work in the Open 
Economy, vol. 1, From Vulnerability to Com- 
petitiveness, edited by F. W. Scharpf and V. A. 
Schmidt. Oxford, England: Oxford University 
Press. 

Simpson, Miles. 1990. "Political Rights and In- 
come Inequality: A Cross-National Test." 
American Sociological Review 55:682-93. 

Skocpol, Theda and Edwin Amenta. 1986. 
"States and Social Policies." Annual Review of 
Sociology 12:131-57. 

Smeeding, Timothy M. 1989. "Poverty, Afflu- 
ence, and the Income Costs of Children: Cross- 
National Evidence from the Luxembourg In- 
come Study (LIS)." Pp. 98-114 in Macroeco- 
nomic Problems and Policies of Income Dis- 
tribution: Functional, Personal, International, 
edited by P. Davidson and J. Kregel. 
Brookfield, VT: Gower. 

Smeeding, Timothy, Barbara Boyle Torrey, and 
Martin Rein. 1988. "Patterns of Income and 
Poverty: The Economic Status of Children and 

Orloff, Ann S. 1996. "Gender in the Welfare 
State." Annual Review of Sociology 22:51-78. 

Organization for Economic Co-operation and 
Development (OECD). 1995. "Income Distri- 
bution in OECD Countries: Evidence from the 
Luxembourg Income Study." Social Policy 
Studies No. 18, Paris, France. 

. Various years (a). National Accounts. 
Paris, France: OECD. 

. Various years (b). Foreign Trade by 
Commodities. Paris, France: OECD. 

Organization for Economic Co-operation and 
Development (OECD)/Human Resources De- 
velopment Canada (HRDC). 2000. Literacy in 
the Information Age: Final Report of the In- 
ternational Adult Literacy Survey. Paris, 
France: OECD/HRDC. 

Pontusson, Jonas, David Rueda, and Christopher 
Way. 2002. "Comparative Political Economy 
of Wage Distribution: The Role of Partisanship 
and Labor Market Institutions." British Jour- 
nal of Political Science 32:281-303. 

Rogers, William H. 1993. "sgl7: Regression 
Standard Errors in Clustered Samples." Stata 
Technical Bulletin 13:19-23. Reprinted in 
Stata Technical Bulletin Reprints 3:88-94. 

Rowthorn, Robert and Ramana Ramaswamy. 
1998. "Growth, Trade, and Deindustrializa- 
tion." Working Paper No. 98/60. Washington, 
DC, International Monetary Fund. 

Rueda, David and Jonas Pontusson. 2000. "Wage 
Inequality and Varieties of Capitalism." World 
Politics 52:350-83. 

Sainsbury, Diane, ed. 1999. Gender and Welfare 
State Regimes. Oxford, England: Oxford Uni- 
versity Press. 

Scharpf, Fritz W. 2000. "Economic Changes, 
Vulnerabilities, and Institutional Capabilities." 
Pp.125-228 in Welfare and Work in the Open 
Economy, vol. 1, From Vulnerability to Com- 
petitiveness, edited by F. W. Scharpf and V. A. 
Schmidt. Oxford, England: Oxford University 
Press. 

Simpson, Miles. 1990. "Political Rights and In- 
come Inequality: A Cross-National Test." 
American Sociological Review 55:682-93. 

Skocpol, Theda and Edwin Amenta. 1986. 
"States and Social Policies." Annual Review of 
Sociology 12:131-57. 

Smeeding, Timothy M. 1989. "Poverty, Afflu- 
ence, and the Income Costs of Children: Cross- 
National Evidence from the Luxembourg In- 
come Study (LIS)." Pp. 98-114 in Macroeco- 
nomic Problems and Policies of Income Dis- 
tribution: Functional, Personal, International, 
edited by P. Davidson and J. Kregel. 
Brookfield, VT: Gower. 

Smeeding, Timothy, Barbara Boyle Torrey, and 
Martin Rein. 1988. "Patterns of Income and 
Poverty: The Economic Status of Children and 



DETERMINANTS OF POVERTY 51 DETERMINANTS OF POVERTY 51 

the Elderly in Eight Countries." Pp. 89-119 in 
The Vulnerable, edited by J.L. Palmer, T. 
Smeeding, and B. B. Torrey. Washington, DC: 
Urban Institute. 

Soskice, David. 1999. "Divergent Production Re- 
gimes: Coordinated and Uncoordinated Market 
Economies in the 1980s and 1990s." Pp. 101- 
34 in Continuity and Change in Contemporary 
Capitalism, edited by H. Kitschelt, P. Lange, 
G. Marks, and J.D. Stephens. New York: 
Cambridge University Press. 

Sribney, William. 1998. "Comparison of Stan- 
dard Errors for Robust, Cluster, and Standard 
Estimators." Stata FAQ Statistics, Stata Cor- 
poration. Retrieved January 21, 2003 (http:// 
www.stata.com/support/faqs/stat/cluster.html). 

StataCorp. 1999. Stata Statistical Software: Re- 
lease 6.0. User's Guide. College Station, TX: 
Stata Corporation. 

Stephens, John. 1979. The Transition from Capi- 
talism to Socialism. Urbana, IL: University of 
Illinois Press. 

.1995. "Preserving the Social Democratic 
Welfare State." Nordic Journal of Political 
Economy 22:143-61. 

Stimson, James A. 1985. Regression in Time and 
Space: A Statistical Essay." American Journal 
of Political Science 29:914-47. 

Swank, Duane. 2002. Global Capital, Political 
Institutions, and Policy Change in Developed 
Welfare States. Cambridge, England: Cam- 
bridge University Press. 

Thurow, Lester C. 1987. "A Surge in Inequality." 
Scientific American, vol. 256, no. 5, pp. 30- 
37. 

Tilton, Tim. 1990. The Political Theory of Swed- 
ish Social Democracy: Through the Welfare 
State to Socialism. Oxford, England: 

the Elderly in Eight Countries." Pp. 89-119 in 
The Vulnerable, edited by J.L. Palmer, T. 
Smeeding, and B. B. Torrey. Washington, DC: 
Urban Institute. 

Soskice, David. 1999. "Divergent Production Re- 
gimes: Coordinated and Uncoordinated Market 
Economies in the 1980s and 1990s." Pp. 101- 
34 in Continuity and Change in Contemporary 
Capitalism, edited by H. Kitschelt, P. Lange, 
G. Marks, and J.D. Stephens. New York: 
Cambridge University Press. 

Sribney, William. 1998. "Comparison of Stan- 
dard Errors for Robust, Cluster, and Standard 
Estimators." Stata FAQ Statistics, Stata Cor- 
poration. Retrieved January 21, 2003 (http:// 
www.stata.com/support/faqs/stat/cluster.html). 

StataCorp. 1999. Stata Statistical Software: Re- 
lease 6.0. User's Guide. College Station, TX: 
Stata Corporation. 

Stephens, John. 1979. The Transition from Capi- 
talism to Socialism. Urbana, IL: University of 
Illinois Press. 

.1995. "Preserving the Social Democratic 
Welfare State." Nordic Journal of Political 
Economy 22:143-61. 

Stimson, James A. 1985. Regression in Time and 
Space: A Statistical Essay." American Journal 
of Political Science 29:914-47. 

Swank, Duane. 2002. Global Capital, Political 
Institutions, and Policy Change in Developed 
Welfare States. Cambridge, England: Cam- 
bridge University Press. 

Thurow, Lester C. 1987. "A Surge in Inequality." 
Scientific American, vol. 256, no. 5, pp. 30- 
37. 

Tilton, Tim. 1990. The Political Theory of Swed- 
ish Social Democracy: Through the Welfare 
State to Socialism. Oxford, England: 

Clarendon. 
Tienda, Marta and Zai Liang. 1994. "Poverty and 

Immigration in Policy Perspective." Pp. 330- 
64 in Confronting Poverty: Prescriptions for 
Change, edited by S.H. Danziger, G.D. 
Sandefur, and D. H Weinberg. New York: 
Russell Sage. 

Tinbergen, Jan. 1975. Income Distribution: 
Analysis and Policies. Amsterdam, The Neth- 
erlands: North-Holland. 

Tobin, James. 1994. "Poverty in Relation to Mac- 
roeconomic Trends, Cycles, and Policies." Pp. 
147-67 in Confronting Poverty: Prescriptions 

for Change, edited by S. Danziger, G. D. 
Sandefur, and D. H. Weinberg. New York: 
Russell Sage. 

Van Kersbergen, Kees. 1995. Social Capitalism. 
London, England: Routledge. 

Wallerstein, Michael. 1999. "Wage Setting Insti- 
tutions and Pay Inequality in Advanced Indus- 
trial Societies." American Journal of Political 
Science 43:649-80. 

Wennemo, Irene. 1994. Sharing the Costs of 
Children. Stockholm, Sweden: Swedish Insti- 
tute for Social Research. 

White, Halbert. 1980. "A Heteroskedastic-Con- 
sistent Covariance Matrix Estimator and a Di- 
rect Test of Heteroskedasticity." Econometrica 
48:817-38. 

Wilensky, Harold. 1975. The Welfare State and 
Equality. Berkeley, CA: University of Califor- 
nia Press. 

Wood, Adrian. 1994. North-South Trade, Em- 
ployment, and Inequality. Oxford, England: 
Oxford University Press. 

World Bank. Various years. World Development 
Indicators [MRDF]. Washington, DC: World 
Bank [producer/distributor]. 

Clarendon. 
Tienda, Marta and Zai Liang. 1994. "Poverty and 

Immigration in Policy Perspective." Pp. 330- 
64 in Confronting Poverty: Prescriptions for 
Change, edited by S.H. Danziger, G.D. 
Sandefur, and D. H Weinberg. New York: 
Russell Sage. 

Tinbergen, Jan. 1975. Income Distribution: 
Analysis and Policies. Amsterdam, The Neth- 
erlands: North-Holland. 

Tobin, James. 1994. "Poverty in Relation to Mac- 
roeconomic Trends, Cycles, and Policies." Pp. 
147-67 in Confronting Poverty: Prescriptions 

for Change, edited by S. Danziger, G. D. 
Sandefur, and D. H. Weinberg. New York: 
Russell Sage. 

Van Kersbergen, Kees. 1995. Social Capitalism. 
London, England: Routledge. 

Wallerstein, Michael. 1999. "Wage Setting Insti- 
tutions and Pay Inequality in Advanced Indus- 
trial Societies." American Journal of Political 
Science 43:649-80. 

Wennemo, Irene. 1994. Sharing the Costs of 
Children. Stockholm, Sweden: Swedish Insti- 
tute for Social Research. 

White, Halbert. 1980. "A Heteroskedastic-Con- 
sistent Covariance Matrix Estimator and a Di- 
rect Test of Heteroskedasticity." Econometrica 
48:817-38. 

Wilensky, Harold. 1975. The Welfare State and 
Equality. Berkeley, CA: University of Califor- 
nia Press. 

Wood, Adrian. 1994. North-South Trade, Em- 
ployment, and Inequality. Oxford, England: 
Oxford University Press. 

World Bank. Various years. World Development 
Indicators [MRDF]. Washington, DC: World 
Bank [producer/distributor]. 


	Article Contents
	p.22
	p.23
	p.24
	p.25
	p.26
	p.27
	p.28
	p.29
	p.30
	p.31
	p.32
	p.33
	p.34
	p.35
	p.36
	p.37
	p.38
	p.39
	p.40
	p.41
	p.42
	p.43
	p.44
	p.45
	p.46
	p.47
	p.48
	p.49
	p.50
	p.51

	Issue Table of Contents
	American Sociological Review, Vol. 68, No. 1 (Feb., 2003), pp. i-iv+1-160
	Front Matter [pp.i-iv]
	Including Mechanisms in Our Models of Ascriptive Inequality: 2002 Presidential Address [pp.1-21]
	Determinants of Relative Poverty in Advanced Capitalist Democracies [pp.22-51]
	Emergent Public Spheres: Talking Politics in Participatory Governance [pp.52-74]
	Embeddedness and Contractual Relationships in China's Transitional Economy [pp.75-102]
	Structural Cohesion and Embeddedness: A Hierarchical Concept of Social Groups [pp.103-127]
	In the Eye of the Beholder: Procedural Justice in Social Exchange [pp.128-152]
	Comment and Reply
	No Evidence for Stochastic Learning in Voter Turnout [pp.153-159]
	Reading Shadows on Plato's Cave Wall [pp.159-160]

	Back Matter





