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Abstract

We examine the effect of globalization on the range of policy choice available to
governments in different countries and to parties representing different constituencies within
particular countries. It is not easy to find reasons policies would differ across and within similar
countries even if they were economically autarkic and politically sovereign. Economic openness
may increase income inequality in at least some countries, leading to higher tax rates and larger
partisan differences, but tax competition reduces inter- and intra-country differences, so that the
net effect of globalization is indeterminate. Emulation and conditionality may cause policy
convergence even when national conditions remain different. In the end, there is probably little
for globalization to narrow. The dissatisfaction with democracy in the globalized world may be
due not to the narrowness of the space between the constraints but to the policies feasible under

these constraints.
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1 Introduction

We examine the claim that globalization narrows policy choices, thus
depriving citizens of the ability to decide through the democratic process.
By now a conventional story is that ‘“globalization,” whatever it is,
sharply restricts the capacity of national governments to pursue policies
preferred by citizens of their countries. Moreover, since the external
constrains are overwhelming, parties representing different interests
within each country are forced to propose the same policies or at least to
pursue the same policies if elected. Hence, the democratic process is
impotent. Here is how The Economist (27 September, 2001) sees the
current public opinion: “The institutions that in most people’s eyes
represent the global economy - the IMF, the World Bank and the World
Trade Organization - are reviled far more widely than they are admired....
Governments, meanwhile, are accused of bowing down to business:
globalization leaves them no choice. Private capital moves across the
planet unchecked. Wherever it goes, it bleeds democracy of content and

5 9

puts 'profits before people’.

Note that this claim is twofold. Globalization may push governments
in different countries to follow similar policies. It may also compel
parties representing different constituencies within particular countries to
propose and implement similar policies. Another way to make this
distinction is to think that globalization may reduce policy differences
across economic conditions or may reduce partisan differences under the
same conditions. These effects may operate in conjunction: if all
governments have to pursue the same policy, then it makes no difference
what parties propose in elections. But they need not to: national
governments may have a choice but parties may still offer the same
proposals. Moreover, the implications of these two effects for democracy
are not the same.

To study the impact of globalization on the differences among
politically sovereign countries, one can rely on the workhorse of political
economy, the median voter model. Even if (two) parties within each
country represent different interests, as long as they know the distribution
of voter preferences, they converge to the ideal position of the voter with
the median preference. With regard to policies that entail any kind of
redistribution, this preference depends on income inequality and on the
shadow cost of public funds. Hence, if each country autonomously
chooses policies through the democratic process, the impact of
globalization can be decomposed into its effect on income distribution
and the effect on tax competition. This is, however, not the end of the
story, since national policies can be coordinated voluntarily at the
international scale or imposed from the outside independently of country-
specific conditions. By forging a widespread opinion about best policies
or by conditioning investment, loans, or aid on particular policies, foreign
actors may either alter the preference of the decisive voter or insert a
wedge between the preferences of less well informed electorate and better
informed governments.

The impact of globalization on partisan differences within countries is
much more difficult to determine. Clearly, if everyone knows that
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whichever party is elected will be subject to overwhelming external
constraints, either parties will propose the same policies or their electoral
proposals will not be credible. Suppose, however, that national
governments have some margin in choosing policies. Does purely
economic interdependence reduce the difference between policies of
parties representing different interests?

To answer this question, we need to understand why parties would not
converge to the same policies in politically sovereign countries, which is
not obvious. Even if parties represent different interests, policies are
constrained by incentive considerations originating from private
decisions to save and to work, and these constraints may be sufficiently
tight that in the end, as Clark (forthcoming) puts it in the title of his book,
it may be “Capitalism, not Globalism” that forces different parties to
adopt similar policies. Electoral constraints also push parties to converge:
after all, to pursue policies, parties must win elections, and to win them
they must receive support from the same group of marginal voters.
Moreover, to the extent to which money influences political outcomes,
political parties are more likely to win and to retain office if they pursue
policies that generate financial support (Miliband 1970, Grossman and
Hellman 2001). Hence, there are good reasons to expect that, even in
completely isolated countries, parties with different ideological
orientations would propose and implement similar policies. Indeed, a
cursory glance at the history of economic policies in Western Europe
shows that most of the time they did (Przeworski 2001). Hence, it is not
easy to find something for globalization to restrict.

The paper is organized as follows. First, we conjure a counterfactual
of an autarkic, sovereign country and examine reasons parties would
converge to the same policies even under such conditions. To establish a
benchmark, we introduce a model in which parties do not converge. Then
we lift the assumption of economic autarky, by allowing commodity and
capital flows, and examine their impact on cross-country and intra-
country policy differences. Subsequently, we relax the assumption of
political sovereignty, allowing policies to be coercively transmitted
between countries through various mechanisms. We end by claiming that
no conclusions about the impact of globalization on policy choice can be
drawn given the current state of knowledge and then speculate about the
impact of globalization on democracy.

2 Benchmark

The first difficulty is raised by the question “compared to what?” If
globalization restricts the range of choices, we need to know first what
this unrestricted range is. Hence, we need a benchmark.

Consider a world composed of countries in which governments are
not subject to any external constraints: autarky in the economic
realm and sovereignty in the political realm. No goods are traded,
neither capital nor labor moves across borders, there are no
international credit markets, no international organizations or
agreements, and no pressures by external actors to influence policies
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T uawer bhis qut.’:l-tiL-lI]. we tesd L have s Wea of how podicies ore chosan.
Ome can give plaasible rival answers to this question. C'onsider some cansdflakes:

{1] Aszumee that ol politicians are whiliteriae mesimizers: all they want ro
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sense of these numbers, here ore illumtoative valoes of +4,

Foland 1336 hlexico 1353

A o RS M5
n: 050 1.0
s o033 084

Lal thuoughout we consider only idcome, rutbe theu consknptiv, teaga. The oo
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Wallerstzin el Preeworski 1003). Abulehior capital eonteoly climioates chis ooscibiliey.



The equilibrium tax rates increase in income inequality and decline in
the deadweight costs. But, in this model, parties converge to the same
platform even if they represent different constituencies.

As the preceding discussion suggests, even if countries were
completely autarkic economically and sovereign politically, the range of
choice of governments in capitalist democracies would be limited by the
constraints originating from private property and from electoral
competition. Private property implies that decisions about the allocation
of resources are made privately and that they are sensitive to relative rates
of return. Since policies affect rates of return, governments must
anticipate the effect of their policies on the rate of utilization and the
allocation of resources. Electoral competition, in turn, forces parties to
anticipate the effects of their proposals and of actual policies on their
chances to be elected and reelected. If they share beliefs about the
distribution of voters and about the effects of alternative policies - and
they have ample opportunity to learn from experience - parties are pulled
toward the same platforms and policies.

2.2 Choice under Sovereign Autarky

To examine the effects of globalization on the range of policy choices,
one cannot begin on the assumption that in a non-globalized world parties
would represent citizens who want different things, would propose
different policies, and implement them if victorious. Parties may
represent different constituencies, but they face constraints originating
from their local economy and they must win elections to pursue policies.
Moreover, if they learn from experience, most of the time politicians of
different stripes believe the same. As a result, most of the time, they do
the same while in office. Hence, even in a world of autarkic economies
and sovereign states, we would expect to find only limited differences
between parties within each country and, if learning transcends borders,
only small differences among governments of different countries facing
the same conditions.”

Given this conclusion, we might as well end the paper right here, just
with a rhetorical question: “What is there for globalization to narrow?”
But since we would not have fulfilled our assignment, we need to
investigate under what conditions parties would offer different proposals
and pursue different policies in an autarkic, sovereign country. We know
from Roemer (2001) that divergence is to be expected in an electoral
equilibrium if parties represent different interests and if they are uncertain
about something.” The former assumption is realistic, indeed,
more plausible than the Downsian idea that parties care only about

? Testing whether partisan control over the government affects policies and
their outcomes is an industry that dates back to Hibbs (1977). This is not the
place to summarize the results: our general conclusion is that they are highly
unstable, depending on the policy realm, model specification, the treatment of
econometric difficulties, and samples (all of which, by the way, are limited to the
OECD countries).

3 Divergence should be also expected if the incumbent is satisfied with the
g(e)l(t)li% quo policy, while challengers innovate (Bendor, Mukherjee, and Ray
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Thesa are the Tamilts we will 4ae as the benchynark to study the impack of
globalizaticn on partisan diferauocey.
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3 Globalization

Globalization may work in two ways: indirectly on conditions and
directly on policies. Through trade and capital flows, globalization
affects economic conditions in each country, so that even if policies are
locally determined, they are affected by globalization. When countries
lose some of their political sovereignty, national policies are directly
influenced by fiome outside agents, whether or not they reflect national
conditions. We consider these mechanisms in turn, first lifting the
assumption of economic autarky and then of political sovereignty.

3.1 Economic Interdependence
3.1.1 Inter-country Differences

Let us begin again in a world in which all countries are economically
autarkic and politically sovereign. All countries have identical
distributions of income, so that the median voter dictates the same
redistribution policy in all countries. Now lift the assumption of economic
autarky, assuming that all countries open their borders to flows of
commodities and of capital. Suppose that trade increases inequality in
some countries (more developed or less developed: whichever you
prefer), thus generating inter-country differences in income distribution.
By the median voter mechanism, one expects a higher degree of
redistribution in a country that became more unequal. But tax
competition, arising from capital mobility,’ increases the costs of
redistributing incomes, thus driving down the electorally optimal rates of
redistribution in all countries. The combined effect of trade and capital
openness will thus cause policies to diverge (via the inequality-
redistribution path), while the net effect on the rate of redistribution in the
now less equal country will depend on the relative magnitude of these
two effects. A story of two countries may look as follows:

*Note that capital mobility may increase as a result of liberalizing the capital
account but also as a result of increased trade, invention of new financial
instruments, and developments in information technology.
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within sach country. These differences seem not to depend on the actual tax
rate in the forzlgn country [they are within counding errors of abous FO.03). In
Lhe more equal country, powbizn dilfereneay are redoced by about uiee-ball, 1o the
Bees aqual country by aliont cne-third  Increasing nncertainky to b 2 (00,04}
withuut clinging the repactad walne SE0ME ot to pffeen the distance Retwest
partics (e distwiee in the more equal countvy iz still abwent 0,14 for sll tax
1oles 1u k).

Why wenld tar corapetition nat only educe the expected rax rates bt also
the partlzan ditterences?” Lhe right party wents taxes to be Iow even in a closed
evonormy; 1F it offers positive tax rates, it iz only becanse it i= then more likely
e win an slection snd implernent ess redistribotwon thon the lefo parsye woukd
have. Lhe left pacty wents meore redistdbution. But whon a cotntey fases
Ceue comipelilion, redistrlbucion Decornes additionally costhy. Given that the
rmryinal oost of redistrlmtion neresses In the tex ratez, the trade-off hecomes
steeper for the left party and it reduces s proposed rates by moore than the
tight one. Hence, the progeisals converge.

Consider the fallowing scenario. Under autarky, both conmtaies have rela-
thely low inequality. £ = 0.8 As & result of opening, income inequallty in &
Increszes sharply, to A5 = 006, snd tex competition emerpges, Then the axpected
tax rate n j§ fallz fram (046 1o L35 and the partisan differance is halved, while
the expected tax rete in & incresses sonewhat, from .46 to U.9d, and partisan
difercinccs remmin the szone. Henee, oven io podilicadly sowaraign conatries, glob-
alizaticn will have reduced prrrisan differences in the country in which incomea
disirihntion was not affectsd and will have inotessed the expected tax rate in
the conptry thel beowne Inede unegoal.

3.2 Political Interdapendence

Pollctess muay spread from countty to country through several, not mureslly
axtli-ive, mechanisme One we alteady mentioned, nawmely, roticnal (Bayvesian)
learning. The secowd possibility is thot everyone ks doing whet others ooe doing,
elther by cocrdinating policies or by pure sinnlatian. The thivd is coercion,
ws tvpified by expheit conditionzlity of loans, mants, or abd  Finally, it i= alan
po3sible that good ideos are 2o obvious thut ther spread like fire: onos discoversd
or Invented, ey wee instanlaoeoisly m:)ﬂt]imad ag superior by alieosh aoerpons,
M any of these mechanisins uperate, policies converge across conntries, Almost
instantanecusly when they reflect a discovery of o supeoricy 1dea, gradually when
Ly 2ntail karning or emnulelion, snd conditionally when they involve coeccion,

Meespner [2001) examingd che diffusien of fouwr policies boetween 1950 and
1M export orlentation, privatization, pﬂrtiui]:rﬂtiun in IMP programs, and cen-
tral bank independence, the last not raparted here? . She ckndied Arst whether

*The dstabasa For treda libaralizaticn feensmd v 51 developing enunty s Lha poivatization
detubuse relerred to 37 Letin Americen snd industrial connteies, ard far LMY, models were
e an 155 devtloncd end developing souutries. Conlial Bagk Tndeprodence & ot reported
i i mae b counlres banks wars indeperdent at tha fral cheervation, sn Ehel the incarertiog
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peedicy dithsion cesulted from 2 Beyesinn learning process. In her model. govern-
miehts start with some prior heliefs about the effectiveneas of sltarpative oolicles,
=4, B Tn ench perid, £, governments chserve the aweyape growth retes
arsaciatard with thess policies as well as their variabilicy®, In the view of expen-
Clige, guwsrneents updste thelr beliefs about the aversge and about veriability
of oulaarms. F‘r:n|i{;:,.' chuices ot ¢ are based on posterior belleﬁs, which hecoms
priors at ¢+ 1. “I'he updsting process proceeds sequenlially. At £+ 1, new
informorticen i oleerwad, eilefe are vpdated snd & new cholce & made. Policy
choice is & comparative swerclze: gorirnments choces the poliey cliad, acoording
to their posterior Delicfs, Wil yield rhe hest ontooms with che [easl oo owes
variability?”.

As dietinet from carional learning, emulation does not entail sn understand-
g of the loks Lebween policies and ontcomes [Rose 1891, Bennets 1951, May
1932). The rimber nf srher counbcies sugaged in o poclicelar policy during
a particulay veer i5 & prexy for the geners!l climate of opinion regarding that
policy realin [Broe 1900, Governments may tie their hands or emulate policies
pursued alzewhera for alectooal rmunny: iF thes policies wee domestically ihpop-
uler, the palicical eoals of adopting them ate lewsr when many other countries
are pursuing tham [ Vreslaud 20H01). Bul Lhey may alo subicot themeelves o
COTNTHI pl:u]_'l.c}" p[cﬁf[iptimlﬁ oo wiren [zt I'ﬂli{'iﬂ':' nf ocher cannndrims becadse thvE:,"
believe that these policies ate proferred by foreten investors and intermations|
financal mettutions [Simyeen: sed Flkow 2000, Weyland 20007 Emxolaeon
may thus be a way of self-imposing or anticipating external constrains.

Finally, it may he that eovernenls do nod chedsa but are forced to aceept
policies imposed vy third parties. Cosercion captures this idea and condiliounlily
epibomizes it, trovernmenta need loans, aid, or private investoment and they
adopt palicies preferred by faraizn agents in axchangs for them!1.

Thr baat, bhase hypothesss, Meseguor catimatbed o Maskov chain mende] in whizh
tranaition prebabilities depend un policy results, the nunnber of other countries
that purzue Lhein, mod the partkipation m IMF progratns, The results con-
oarning the prohakiligiae of swilching to export-oriantation, 1o privatizing, and
to participating in IME progmuos ate shown below. Bxperienes 5 structured
at throo lewels: ome’s ooeantry, the region a country belongs to, and the world,
Hence, thera are threa zourees afl ]H}LTTI‘IIIH. Linee conditiony wre lileely to differ in
the region and even miore in tha werckd, the bypothesis iz that governments learn
more from cwn experiencs thon [ow region and world experience (Robinsou,
10%8)  In turk, due to similaily in gonditions, the experience of neighboring

prubelnlitics are those of changs in the ather diventon

M bewubes e VOV LY LYECARR ®CONON K TeTltmance cole sy NTLle infomoation about
che affackivanexs of policia

U Depending v rizk postures.

I'I'T|'|l.=: ety Lo Lo t,‘l,,{u_':.' ard Abundant. Recent vesearch bef shown rlat drernments
raay 2epk somdliienacity In an atbumpt 1o ook apposition te polleley they want b0 impicmant
[Vreelagd, 30000, In quine a few coss, condstionality belped mydge grvernments e B -
tiot of sduplaoy peaticolas policlas, bt politicians were altcady inclined to move (Sallings
1892, KEahley 1902, Hazgaid aml Wilhamean iUvd),



13-

connlries will be mote informalive than Lhe experiance in the world, The oun-
ber of other counrries nnder each of the policies (emulation) and parbicipation
in IMF prograns (cocecion) complete the model. (t-values in perentheses].

Feliey Trade Privetization 1A

LiaggedPoliey —LUO™ 270 =119
{—D.96] {—D4GT) [-8.41}
CHarr Erperieice

Average a1 (1 QT
(0.53} (2.23} (3.08)

Varinbility =0.cv —11.28 =02
( L17)  [- 093} =07
Re gioned Fuperience

Azverags VI a9 -2
{1.498) [1.65] [—{n98]

Variability —.20 .25 o.05
[—1.33) L0.TI (1.72}
Woeorid Lipericnce

Average 2 0.0 VN e
(0.o1) 1.7 (2.65)

Variability =D =012 0,19+
(21w {477 (3.31)

#thers B3~ 075" 2.000%
[3.90) [3.89) (n.mz)

FAF OAf- a.1g
{2z s8]

'l Ry 0. 0.0 e

Y 1171 G agEE

In peneral, it eeeme that soume takional learning, whethar about the average
performanc: ur alvok the riskes involeeal, 35 an inketenr mechanism of Inberna-
tional diffasion of pollees  Governrents lesrh sdther from the expariehca of
thell own coundrles oF fredm those of thetr oegion andd ke ree of world, They
wxhitit different riek postures wich regard to differerns policies. Yot with moypmcd
o sotog pohcies, they als ermaulete blindly or respored 4o divect preseurse, as
cpatounied by TMF condiliooality. Finally, since pabterns of diftusion are grad-
ual, thete is Hit)e rootn f50 am explanation Mased op an uteoitested sipetioeity
of new ideas.

Tha mest szlient resubt ariginates from the contrast betoseen the switch o
cxport orientotion and the decision to begin privatizing. Whik: privatizetion en-
tails emulagion, ir i dviven by rational learning: povernments decide o privatize
becauss they see that privatization increascs growth rates. In contrast, the decl-
sioms 1o puste eXport-oriented policias take imto account only ihe perlomnatce
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within a particular region and exhibit strong risk aversion when
governments look at the rest of the world. They are driven primarily by
policy coordination (or emulation) and they are adopted when countries
participate in TMF programs.

Presumably, even sovereign governments would learn from the
experience of other countries. They might also emulate fashionable
policies, even if one can suspect that increased international interactions
make emulation easier. But to the extent that the number of other
countries that pursue a particular policy indicates policy coordination or
an anticipation of the policy preferences of donors and investors,
emulation constitutes evidence of foreign influence over domestic
policies. The impact of IMF, finally, is a piece of hard evidence that
countries open themselves to trade under external pressures.

4 Conclusions, or absence thereof

First, a summary:

(1) There are reasons to expect that redistributive policies would differ
little between similar countries and between parties representing different
constituencies even if the world consisted of autarkic and sovereign
countries.

(2) The effect of economic openness on policy differences between
and within countries depends on its impact on income distribution and on
tax competition. If inequality increases in the more unequal countries, tax
rates diverge; otherwise, they converge. Tax competition dampens
redistribution everywhere. When parties represent different constituencies
and are uncertain about something, rising inequality increases partisan
differences but tax competition reduces them.

(3) Direct external influences on national policies-whether in the form
of a general opinion climate or explicit conditionality-seem to be highly
policy-specific. Policies concerning central banks independence are not
transmitted across borders by learning, emulation, or conditionality. On
the other hand, trade policies entail all the three mechanisms. There are
reasons to believe that international pressure forced some countries to
trade: as more countries traded, keeping trade barriers became more
costly: and governments learned from experience that lowering trade
barriers is superior for growth.

This entire analysis is based on two assumptions: (1) that the relative
income of the decisive voter-her percentile in income distribution-does
not depend on income inequality and (2) that this voter demands more
redistribution in more unequal societies. Given these assumptions,
conclusions concerning the impact of globalization on policy choice are
contingent on economics: the impact of openness on inequality.

Unfortunately, the conclusions should be even more contingent.
Both statistical analyses of the OECD countries (Rodriguez 1998)
and anecdotal evidence from less developed ones show that more
unequal countries may in fact redistribute less, rather than
more. The decisive voter may be relatively more affluent in
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mexe tnedqual oontries, aither besause relatively or absolotely poor penple o
o, b 01 berspuse thee velatively ricler people have more Infloencs geer poliis
(Dovakos 1996, 2001). Hence, evan if demand for redistribution iinasases as
Fhe desisive vitsr beoomiss reletively poorer, Ehe decisive vorer iy hive higher
relativae income in more noaqual countries” In turn. thers sre sevara arguments
iz bhe effent that the decisive witer may want mare redistribution In morve sonal
socielles, Moene and Wallerstein {2001 angue that the denmod For redistri
butivn deopends un the desizn of L pedistrilitive policks, spocifically, thao
dempand for meome insarance deelines o mequelity increazes, Peretti {1U88)
iniciobed a line of aowlysss inowhicd uhe wffect of ineome dizbebarion iz diferent
depending on per capits ineoms. Lenabou [2001) ehows that if redistribution is
productive. it is U-shogped with regard o ineguality, Heaco, I is et least cqually
plausible that via & combinatien of thess machanizma rizing meqnality reduces
Tather than, os we have been assuming, increases the domand for pediscribution
in electorn? couilibria,

While we h=ve nor replicated all the analyees, intuitively one wondd expect
the folleming:

Crpenness increasss inedquality it conpdtize that are
mote unequal  less ynegqual everywhere

Increases Taxes increase Thves inciease  Thsxes incrense

Effect of Divergenss Chonver gemces et

inequsbiry on  Tj-shaped Tases increase  Thxes decrease ™17

redistributicn DHvergenes Clonvergone: T
Dacreases  Thmes decraesa Tavez decreass Taxes decreasa

AU T Dhivergenen T

As vk mee, given oot corrent staks of knowlstlge, botl atea econons and
political mechanisms, cvervthing is possibie.

% Globalization and Democracy

Frima facie chzervacion indizatez that neopla around the world perceive a zrow-
g “democraric deficit”™ and that £hey associate thedr dissatisfaction wath democ.
racy to globalmation. Rut what is it chal Lhey olyjec apainsl? Do they olbjeset
againgt having no chwics or against baving bad choiges?

It is not nbvious that democratzs shonld value having choics in itself. {ur
search = by the nature of things incomplete - fornd, oply one democratic the-
ciist whe requires demworacy to offer didinct allernabives Lo cilirenz: Boblio,
whese minimad definition of democracy contnins o condirion that "these called
upon to take decisions, or to clwe. these who ore wo Ldee decisions, nat he

offared Tasl alternarives” (1057; 251 1% Yer whanevwer different pertice propese
2 Ehawdier, be argues (hat “to pess a judgement todey on the development of demoeracy
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or pursue similar policies, bells toll alarms about the functioning of
democracy and about the legitimacy of electoral institutions. Elections
are seen as pointless: “Tweedledum and Tweedledee,” “bonnet blanc et
blanc bonnet.” When parties propose the same policies, there is nothing
to choose: when they follow the same policies in office, electoral choices
are inconsequential. Democracy is anemic. Observing democratic
governments in Western Europe since World War T, one is struck how
old is this complaint:

(1) During a 1922 budgetary debate in the Swedish parliament, the
Liberal leader, Eden, observed that the Social Democratic government
was “bourgeois to an unexpectedly high degree,” to which Hjalmar
Branting, the Prime Minister replied, “I believe that amongst the Swedish
labouring masses who have given their votes to our party there exists a
high political training and an insight into the exigencies of the situation. |
think that in relying upon this we have dared to put into practice a policy
that is (to quote Herr Eden) as ‘bourgeois’ as it could possibly be, in
accordance with his own description.” (Tingsten, 1973: 251). Leftist
analyses of the MacDonald government as well as of the Front Populaire
blamed them for not breaking with the standard economic wisdom of the
time, accused them of “selling out,” and questioned whether elections can
make a difference in a capitalist economy (Miliband 1959, Lefranc 1965,
Weil 1970, Greene 1969).

(2) The “Keynesian welfare state” evoked the same reaction, which
exploded in 1968. The Cohn-Bendit brothers (1968) saw electoral
competition as a choice between “gin and tonic and tonic and gin.” The
complaint that parties make no difference was passionate: “The working
class is lost in administering its imaginary bastions. Comrades disguised
as notables occupy themselves with municipal garbage dumps and school
cafeterias. Or are these notables disguised as comrades? I no longer
know.” (Konopnicki 1979: 53)

(3) Now again, the perception that choices facing all governments
follow similar policies is widespread. Even The Economist (2 May 1995)
triumphantly observed that “the differences between New Labour and
watered-down Thatcherism are far more of style than of substance.” The
diagnosis is shared by critics of globalization: “Two things tend to
happen: your economy grows and your politics shrinks.... The Golden
Straitjacket narrows the political and economic choices of those now in
power to relatively tight parameters.... Once your country puts on the
Golden Straitjacket, its political choices get reduced to Pepsi or Coke.”
(Friedman 2001)

Is globalization responsible for the withering away of democratic
choices? To the extent that national policies are directly influenced
by outside actors -say governments follow IMF request to reduce
spending in the face of glaring inequality - the inability of citizens
to determine national policies through a democratic process is
apparent. Even if a unique policy is optimal for everyone given the
external constraints, citizens have no say in the determination of

in a given country the question must be asked, not “Who votes?” but “On what
issues can one vote?” (1989: 157).
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policies. If not joining the WTO or not obeying the dictates of a
Washington “consensus” subjects a country to stiff economic or political
sanctions, all governments will find it in the best, albeit constrained,
interest of their country to join and obey. True, citizens may vote out of
office a government that pursues this policy. But, if the incumbent
government adopted this policy because it had to, then all governments
will do the same. Hence, the political processes within each country will
be just inconsequential. Whatever parties propose and whoever gets
elected, policies will be the same (Stokes 2001). While the democratic
process is internal to each country, the real locus of decision making is
external. At most, citizens will be able to decide which party would best
implement the same policy. Conditionality often breeds riots, emulation
generates the perceptlon that local policy makers blindly imitate wisdom
of foreign origin."”> When the policy advice is accompanied by a dose of
hypocrisy — “do as we say,” rather than “do as we do” (Stiglitz 199x) -
these perceptions turn bitter. The only way to empower national citizens
would be to subject international relations to direct democratic control, a
doubtful possibility according to Dahl (1999).

Globalization may also provide an excuse for the Left uses to escape
its constituency. Claiming that redistribution is costly advances the
interests of constituencies of right-wing parties. In turn, once right-wing
parties proclaim that governments are limited in what they can do, the
best response of left-wing parties is to say the same. Otherwise, the Left
would be setting for itself a higher bar than the right. Hence, there may
exist some kind of collusive electoral equilibria (Harrington 1993) in
which parties plead impotence in the face of globalization. As Rodrik
(1997-98: 16) put it, “Employers are doing so because it is in their
interest, at least in the short run; politicians are doing so because it is
convenient to plead helplessness in the face of the global economy.”
Forced to choose between globalization and the irresponsibility of the
Left, The Economist (27 September 2001) predictably opts for the latter.
In an article entitled “A crisis of legitimacy: People are fed up with
politics. Do not blame globalization for that,” the writer observes that “In
all kinds of ways, again and again, governments and their political
opponents have used the supposed demands of globalization to deny
responsibility. If you tell people you are helpless often enough, they will
start to believe you.” The Left is the culprit:

One of the principal themes in western politics of the past
ten or 15 years has been the ‘modernisation’ of the left. Ex-
socialist and moderate left-of-center parties alike have moved
to the centre, and in some cases past it.... “‘The world has
changed,” Tony Blair tells his traditional party supporters, ‘but
our values have not.” In other words, if we only could, we
would still like to do all the things leftist parties have
traditionally done. We cannot, because the world now

1 See Bresser Pereira (2002) for the claim that Brazilian economic policy
makers naively accept theoretical wisdom originating from outside instead of
thinking autonomously what is in the best national interest.
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follzws diffarent rales... We have 19 sonnd more ke our conzervative
Opa e enls - wid tlie rewon 9 g||:r1m|i:—-|—d Win.

Lt demestacy may offer choices ard it rasy werk in a perfectly repreren-
Lative wiyr under thee constrainds, and peopie may sUM <bpet aesdnst globaol-
ization and, cotrectly. see demacracy rs impotent. Consider a eountry [with
By =20 which exprriences ivcressed Juegualily 28 & result of elobalization
(fr s Lbee e of Lhe medisn weter nnder diferent propusals):

i) 7 i TR WA Hr ¥R
0.8 030 0EBs 027 085y 02y O34y
e 066 0687 041 07 07y OTay

The partisan Jilfersloon oamains the sarne 20 thal voters have as ouch cholos
as hefore, The proposed tox raves increase. Buar thess taxes will not campeneats
one half of the popalation for the incressed inegquality, Homever policy i deter-
mned aod whoeter wing. st least » hall of the voters will be worse off wler
Zlatadizetion, even if democracy works perfectly. parties offer distinet propos-
ala, every vilisen B reprezemted by a party, everyong votes, and the winnct is
dectded by majoclby vobe.

The median vober w1 not Tee worse off under ghelwalisation if seonomnie oper-
Nese iNCTEASSE Average Moome= by at least 10 parcant. Whether plobalization has
chis cffoet, v do wot koow: owr bel i thay i€ ops were Bascsian obout it. oo
effact monld lig smack in the middle of 035 comfidanca meerveal. But we know
thac, 4 lo Besley and Cuate (196T), the median voler would nol base opted for
opening connmodily and capital marketx nubes she wcpoacrsl aveeage noome to
imepoass by ot loast this amount, IF the mediag votet in the isoblated worid conld
b mszore] 4w slie 'w{Ju]d bgnﬁflt I,"_rmn U[}H‘TI-I:'IE I.hf-' BINHITIY Sy if Lhe HYETEIE
income moreased bezz than LU parcent, she would hawe opred for the afficient,
incorne increasing, policy. Bl coanmiliwnl iz ol posailde: ooee e cooneey is
open, ineqnality increases, and dermncratically derermined policy will leave the
medisn voter worse off '

Thes Fact seeina tu be that vorers are rarely consulted with repard to decisions
ti lower tariffe or ta aholish rapital eontrols  These ave Ptecknesl” decislons.
Dresunably made by competent people with an eye on effiviency. Vioters are
Walt 12 cope with their distributional consequences. Dt once these decisione
are tade, the losss, oven If they constitute & msjority, are unable to overcome
their mn@eguees wven when partien continue to represent there. policies are
dezided by majoricy rale, snd parties Implement thelr slectoral mmandates.

The stary rmay s e the flloeing. Tndere foreign mflnence = emmilaton ar
cenditionality - gowernments plunge into an ofn world without & democratic

Ve i why arguments that glosalizadlon incvendses afficlonzy or total output and esducas
governTeenial ront-deckiing (aee Waalrery 3900 e fuclewanf. Poletiol Parete sysediory
lcompatsation <clterien) B reichier Eeve rnr theva if the promize f compahealion 15 not cred-
ik,
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oonswitatton, Demacracy centinnes to fonction after che ecognmy = open. Bt
oue a pountry enters the global woerld, (e constratets ahift, and ohige (hey shilt.
the elatoral process cannet vinpensate Lhe bosss, Denoomacy 6 ingrsent,
aeinst the constraints mpossd by coonomic opentass. Llore 15 Lann's (2000:
152} anslyeis of the United Ko

In retrospect Mg, LUhabchets most decichve political act was
Lher eempshete disninbling, sk Lhe very beyrimming of her firal, baem of
offire 2= Trime Minizter, of all comernls over capital mmemeants into
and ot of the ooty Whot this dicl wes 1o estalillsh a space of
prlikical cormpelirion betwesn Capital s orgaizsd Tateaor in which,
in the end, the larter could only lose, and in which it wos relatively
slinple Lo pressnt s predestined loss os unegquivecally in Lhe Tntarest
of the population at large.

Mo, if you think that Mrs. Thatcher mas, os she never tined bo cmpheesise.
glecked ko do whataver aha wanrad, then the facr that redizstribotion of inocome
ceagod to o oan option 46 B0t 8 bad Mimitation on choiges.  Vofere gave Mis.
Thatcher 2 mandate to do whatever she thooght wes best; after she did it
some people did not like che chojoes they had: too bed.  Bus if pou think
that people Taosd with the option of dismeotling capital controds would have
rejectad it anticipating the opportynity sor they would face o the resubt, they
the meagrrness of options induced by globolization is o Bad [Imitation. IF people
bind themsalves knowingly, they should not complam even if thay do not like
their bounds. Buot i they are boood inweoliitarilsy, they have eweey vight to be
mad.

In the end. what iz pot clear & whetler the dizzatieloction with domnceracy
arizes Irogn the arosion of partisan differences or from policies enclnsed within
the partisan spectrom Do cibigens feel palifically impotent becsuse chete s
little reom batween the wally or ecause the walls are in & bad place? Dw they
obrject against not having the freedom to choose or against the policies they can
chonse?

6 Appendix
8.1 Average-Member Nash Equilibrium

"Ler thes paticy be a proportional fo: oo ineoes, ¢ C {0 13 The tax revebue is
entirely spant on trapsfers, which are copsumed. The budgzet i balancad Theg
the ronsumption {post-Hae iecome] of an individual { = N, with pre-Bse income
I 18

& = (1 = P o+ 7yl = A7),

whers o I3 Sversge income,
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Given any pair of tax rabes, 7r * T, lat Jivr, 7R, A be the incorme level
such Wl c{vr) =¢[Tr). Then
Flig. A=yl —Alre +ry)l. (8]

The yolset of indivodils who preler 17 1ot pois then

Rri T A = {wl < BireTri A} ()
1F i are dixccibuted swconlimg o F, which we e to be dravn from
wo - LN¥(1,7), then

Firp, ryia) — FlIr L, ras Al = Fliro, ma; A {10)

iz the proportion of votors prefersing rr to ra, EvEn A

Aassume oow that there are two partiea, £ and i, Party L topeescnts the
average voter in £2, while party R represents the wanpdemant of thin sct. The
income of the sverage member of L &= then

YL = j: Flw)mdn, (11}
and of the everpge wembor of R il B
wn= [ s (15
Party 4 solvea '
makliy = (72, TRICL(re) +[1 - M7z, TRYen(Tal. (1)
and party &
mix lp = wlrp, TRica(TL) + 1 —w(rz. rrlcaiTal (1]

wlwra w{r, r ) 30 the probubility chat party Lowius, given that the propnaals
Bl T TR.

Frllawing Bosmer {2001, defition 5.5), e Averoge-Member Mash Equi-
likrium f Ehs game is a tripla (7, 75, 750 such that

(U Usir, Thi 2 ULlre. ThivrL 20,1
Unlrr.mi) 2 Unlry Teifra e0.1,
(239 =F(vi, TR AL
Now, if parcies know everything, then 15 — 75 = o™ Qied #MY) = [y «
ﬁ[‘TM,TH}},P'[D(T”:TM}] =12, and w!;'r'ﬂ,'r'”) = 1[.«'2, where

i — A o . o
M JEJ; —f1- J?)fg,m_ {13]



More that F{r2, w40 = w1 — M2rth) = 41— 3":111&} = ;t,r'{'I Hence, Party
I iepresuta the average voler muong Whose vol sra whose ncommes are below the
medisn, wehile party K ropresents the awerage wober aong those whose ineome
e above the wmediar ™ Al vobers wich ineomes Below the medion wiobc for £ and
ab) these with Diglee meomnes vota For B Parides pogreerge b tha ideal point of
the moechan voler, Lleey divide the eloctorase 1o halves, pid the winner is decided
by a flip of & fair ocin

Noaw, o intraciee nheerlaingy, azsume thar it the alectora | campaipn Party
L tells the woters that & = A, while Dorty T tries to convines the woters that
A=K = A Neithor parly is sertain whal wolers belive gz U resall: all the
parbies kngw is that A - £7]3, 3] The probability that Party L wins is now

0 il FA) < 172
vire,re) = FRAEUE if1/26 FT), P i16)
b it RS 12

To ealeulate the separeting incore, in the nomerzal simdations, =c assume
thal Lhe actusl regliscabion of A & _Ffl:lzl.

Introducing kee capital Aows modifies (6] to

e = (L =7l + i1 = Ary = Al = ]l (17
The seporating teome ecarnes

T TR T M) = 1l — Ma(me + 7m) — 7)1 (18]
The choice of the median voter I f i

r":“fcrk'] =[L=A0 4 e fL (18]

L
The . ix roodified appropriately,
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