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Abstract 
The ‘compensation’ and ‘efficiency’ hypotheses propose that globalisation affects both the total, 
and composition of public expenditures in quite different ways. Under the former economic 
insecurity leads to an expansion of the public sector and social expenditures, whereas under the 
efficiency hypothesis demands for lower taxes encourage a smaller public sector with greater 
emphasis on ‘privately productive’ spending. We test these hypotheses for a sample of OECD 
countries from 1980-1997. Using both the inward stock of FDI and openness as measures of 
globalisation we find no effect on the size of government, but that FDI significantly affects the 
composition of spending strongly supporting the compensation hypothesis. 
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1. Introduction 
The increased integration of the world economy over the last few decades has led to growing 

interest in its effects on different aspects of national economies. One aspect that has drawn 

particular attention is the effect on government spending and taxation decisions. The literature 

describes these effects under two competing hypothesis. The ‘efficiency hypothesis’ highlights the 

effects of globalization on the supply side of the political market: competition between countries to 

attract FDI leads to a reduction in taxation, particularly capital taxes, and the size of the public sector, 

and a restructuring in the composition of government expenditure towards privately productive public 

inputs. The ‘compensation hypothesis’ in contrast, highlights the effects of globalization on the 

demand side of the political market: voters pressurise governments to provide more social insurance 

to mitigate the exposure to greater levels of external risk induced by globalisation, thereby 

increasing social welfare expenditures. 

 

Empirical evidence on whether the efficiency or compensation hypothesis dominates is 

inconclusive (Schulze and Ursprung, 1999). Evidence in favour of the compensation hypothesis is 

broadly balanced by a similar number of studies supporting the efficiency hypothesis. In part it is 

likely that the differences in empirical outcomes between studies reflect inconsistencies in the 

choice of empirical methodology and the sample of countries, as well as the choice of fiscal 

variables and the indicators of globalisation. In this paper we take a number of steps to mitigate the 

effect of these choices on the results, to test robustness to alternatives, and to understand where 

sensitivities in the existing literature might be generated.  In so doing we make some extensions to 

the methodology and data used to test the effects of globalisation on government expenditure. 

 

The empirical methodology we adopt proceeds in two stages. First, we examine the effects of 

globalisation on the size of government before later considering the effect on the composition of those 

expenditures. For the size of government regressions we compare the results using three methods 

found in the current literature: OLS, two-way fixed effects and dynamic panel models. Our primary 

innovation comes from the methodology used to study the effects on expenditure composition. Here 

we employ a system of dynamic panel regressions with each fiscal category expressed relative to total 

government expenditure (rather than, say, GDP). This approach requires comprehensive coverage of 

expenditure data and, more importantly, recognition that the expenditure categories are interdependent 

through the government budget constraint. By expressing the fiscal categories relative to total 

expenditure we maximise the opportunity for finding significant compositional effects from 
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globalisation. This assumption is supported by the results from regressions explaining government size 

where no robust evidence of an effect from globalisation is found. 

 

We also depart from existing studies with respect to the choice of measure of globalisation used. 

Within the existing literature globalisation has typically been captured by measures of openness to 

international trade, episodes of capital liberalisation, or FDI flows. Motivated by the evidence 

linking the presence of foreign multinationals with perceptions of economic insecurity (see 

Schmidt, 1999; Scheve and Slaughter, 2006) we use as our baseline measure the stock of inward 

FDI. Those authors have argued that in the US and UK greater FDI has been associated with 

increased job insecurity.  

 

To the extent that these arguments apply more widely and impact on public expenditure choices, it 

might be expected that it is the stock rather than the flow of FDI that best captures this. Where 

inward flows of FDI are relatively large, for example, but existing stocks are low, this may have a 

limited impact on perceptions of insecurity. Conversely in a national economy where the capital 

stock is predominantly foreign-owned, but current foreign investment is low, insecurity may 

nevertheless be high. However, we test the robustness of our findings based on inward FDI stocks 

to a number of alternative globalisation measures, as well as considering whether the results are 

unique to foreign capital. Finally, to reduce the potential sensitivity to differences in the degree of 

fiscal decentralization and therefore the sample of countries, we also depart from much of the 

existing literature and use data on government spending at the consolidated general level. 

 

Using data for 25 OECD countries over the period 1980-1997 we find evidence in favour of a 

slightly modified version of the compensation hypothesis.  Firstly, we do not find robust evidence 

to support the compensation hypothesis claim of an effect of globalisation on total government 

expenditure.1 This result is insensitive to the measure of globalisation adopted - the stock of inward 

FDI or openness to international trade. However, the econometric method used appears to be 

important. Our results show that allowing for country/time fixed effects and/or dynamics within 

panel regressions renders globalisation measures irrelevant in regressions seeking to explain 

government size. 

 

Secondly, tests on the composition of government expenditure yield clearer outcomes. Here we find 

unambiguous support for the compensation hypothesis. Larger stocks of inward FDI have a positive 

                                                 
1 Within the existing literature only Dreher (2006) has reached a similar conclusion. 
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effect on social welfare spending and a negative effect on spending more likely to be ‘privately 

productive’ (e.g. on education, health, transport and communication and housing). Increased 

welfare spending appears to be primarily financed by reduced productive expenditures, with the 

strongest (negative) effects observed for spending on transport and communication and housing. 

 

The rest of the paper is organised as follows. In section 2 we review the predictions of the efficiency 

and compensation hypothesis and the empirical evidence. As this summary suggests, the existing 

literature yields inconclusive outcomes. In sections 3 and 4 we address the issues raised by this 

review by outlining the empirical methodology and introducing the data to be used. The empirical 

results are presented in two main parts. In the first part of Section 5 we present the effects of 

globalisation on the level of government expenditures; in the second we study whether FDI affects 

the composition of government expenditure. In section 6, we check the robustness of the results, 

considering other factors affecting government expenditure and other classifications of government 

spending. Finally, section 7 draws some conclusions. 

 

2. Globalisation and Government Expenditure 

At the simplest level the literature on the effects of globalisation of government expenditure can be 

separated into two competing hypothesis.2  Under the efficiency hypothesis globalisation has two 

effects. First, as governments compete to attract mobile capital this drives spending towards privately 

productive public inputs such as education, training, R&D and infrastructures (Tanzi, 2000; Oates, 

1995). Second, tax revenues (and therefore total expenditures) are reduced as the international 

mobility of capital and income taxpayers undercuts the fiscal autonomy of nation states (Tanzi, 

2000). 

 

Under the alternative, the compensation hypothesis, there is upward pressure on other elements of the 

government budget. Governments adopt social programs to compensate individuals for accepting 

high trade exposure (Ruggie, 1983). A number of different mechanisms have been proposed as 

likely to generate this effect. Rodrik (1998), for example, claims that countries that are more open 

to international trade are subject to larger and more frequent external shocks. Therefore, citizens 

demand their governments provide more social insurance to mitigate the exposure to this external 

risk. Garret (1998) expands this to include capital mobility, arguing that globalization increases 

social dislocations and economic insecurity and therefore individuals pressure governments to 

                                                 
2 In this section we concentrate on the relationship between globalisation and government expenditure. There is a small 
literature that considers the tax effects of globalisation. See for example, Devereux and Griffith (1998), Figlio and 
Blonigen (2000) and Oates (1995). 
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shield them from market dislocations. Scheve and Slaughter (2006) take a different view. They find 

some evidence that more generous labour market policies are used to increase support for free 

trade.3

 

Recent empirical work has begun to bring the compensation and efficiency hypotheses together 

within the same model in order to test for the net effect of globalisation. In these models a desire to 

increase social welfare and productive expenditures is undermined by the potential loss of the tax 

base needed to finance them as other countries change their policies in competition to attract FDI. 

In Lejour (1995) individuals who expect to be net beneficiaries from social welfare schemes will be 

attracted to countries with generous social systems, while at the same time net contributors leave 

because of increasing taxes. This model has been extended by Keen and Marchand (1997). They 

show that a country that unilaterally increases its productive expenditures raises the marginal 

productivity of private capital, inducing a capital inflow and increasing the capital tax base.4  This, 

in turn, imposes negative external effects on other countries as their tax base, rents and wages are 

reduced. The main conclusion is that in a non-cooperative equilibrium the level, but also the 

composition of government spending will be inefficient. In particular, governments will over-

provide productive expenditures and under-provide utility-enhancing spending (Keen and 

Marchand, 1997).  

 

Empirical testing of the effects of globalisation on government spending has proceeded by testing 

whether the total, or particular element(s) of, government spending are positively or negatively 

affected by one or more measures of globalisation. Perhaps most dominant within this are tests on 

total government expenditure and social welfare expenditure expressed as ratios to GDP. We 

summarise the results from these studies in Table 1 according to whether they support the 

compensation or efficiency hypothesis, or neither.  

 

As Table 1 makes clear, although almost all studies seem capable of coming down on one side or 

the other of the debate, the overall conclusion must be that the evidence is ambiguous.  Studies 

supporting the efficiency hypothesis are broadly balanced by a similar number of studies favouring 

the efficiency hypothesis. This occurs despite using similar measures of globalisation and samples 

of countries. For example, Cusack (1997), Rodrik (1997), Alesina and Wacziarg (1998), Figlio and 

                                                 
3 A literature has also built-up considering how such competition effects might be mitigated. See for example Keen and 
Marchand (1997) and Dreher (2006). 
4 Nevertheless, if increasing public productive expenditures lead to a significant reduction in the labour supply, the 
subsequent negative effect on the marginal product of capital might lead to a capital outflow (Keen and Marchand, 

 - 5 - 



Blonigen (2000), Garret and Mitchell (2001) and Kittel and Winner (2005) find in favour of the 

efficiency hypothesis. Trade openness, capital liberalization and/or FDI flows reduce the size of the 

public sector. Similarly for the composition of government expenditure, Kaufman and Segura-

Ubiergo, (2001) and Garret and Mitchell (2001) find trade openness and capital liberalization 

reduce the share of GDP devoted to social welfare expenditure, while Alesina and Wacziarg 

(1998), Figlio and Blonigen (2000) and Kaufman and Segura-Ubiergo, (2001) find that these 

globalisation measures increase government expenditures devoted to education, transportation, 

public safety and health. Finally, an exception within this literature is Dreher (2006), who can find 

no conclusive evidence supporting either hypothesis. 

 

For the same measures of globalisation others have managed to find the opposite outcomes. Hicks 

and Swank (1992), Huber et al. (1993), Garrett (1995), Quinn (1997), Rodrik (1998), Bernauer and 

Achini (2000), Garrett (2001), Swank (2001), Balle and Vaidya (2002), Adserá and Boix (2002) and 

Bretschger and Hettich (2002) find that globalisation has increased social welfare and/or aggregate 

government expenditure.  

 

3. Empirical Methodology 

The main purpose of this study is not to understand why existing empirical approaches yield 

contrasting outcomes, but the above demonstrates the importance of choosing an empirical 

methodology and data that are capable of providing robust evidence and/or which help to identify 

where any inconsistencies in the results are generated. In the next two sections we outline the 

empirical methodology and the data we adopt in this paper and provide some argument in favour of 

our choices. 

 

The empirical methodology proceeds in two stages. Firstly we test for effects on the total size 

(level) of government expenditure. This begins using simple OLS, then fixed effects models and the 

time-series cross-section analogue of the error correction model (ECM) suggested by Beck and Katz 

(1996). Examples of all three methodologies can be found in the existing literature (see Table 1) and 

may provide an important source of non-robustness. The two-way fixed effects model is useful in 

establishing the potential sensitivity to omitted country-specific, time-invariant factors such as 

differences in preferences, institutional and historical factors as well as common shocks.  Standard 

tests support the use of the two-way fixed effects model. The ECM is based on the idea that long-

term trends in the independent variables are causally related to long-term trends in the dependent 

                                                                                                                                                                  
1997). 
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variable, but that there are also short-term transitory effects which should be modelled. These 

dynamics are an attractive feature in the current context since, to the extent that expenditure patterns 

respond to voters preferences or political pressures which in turn reflect globalisation trends, these 

processes are likely to involve potentially slow adjustments (Borge and Rattsø, 1995).5

 

Building on Garrett (1995), Garret and Mitchell (2001), Adserá and Boix (2002), Dreher (2006) the 

dynamic model can be expressed as follows. 
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where Δ is the first difference operator, Xk is a matrix of K independent variables, including 

globalisation, ui is a dummy for country i = 1…N, ut is a dummy for year t = 1…T, and ε  is the 

disturbance term. The long-term permanent effect of an independent variable can be computed by 

dividing the coefficient associated with its lagged level (βk) by minus the parameter for the lagged 

dependent variable (-φ). The regression coefficient associated with the first difference variable (βΔk) 

captures the short-term transitory effects. The speed of adjustment can be measured from the 

coefficient on the lagged dependent variable, as (1+φ). Finally, we control for endogeneity using 

lagged values as instruments. In the Tables we report the results from a Hansen test of over 

identification to test the plausibility of these instruments. 

 

Building on these government size regressions we then analyse the effect on the composition of 

government spending. To maximise the opportunity for finding significant compositional effects of 

globalisation, the expenditure variables are expressed relative to total expenditure rather than GDP 

as has been more typical. This assumption is driven by the results found here (Section 5) and in 

Dreher (2006) where there is no evidence of a robust effect from globalisation on the size of 

government.6 The share regressions we estimate are analogous to the error correction model above 

and previously applied to total expenditures. Thus: 
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5 Beck and Katz (2006) argue that the inclusion of the lagged dependent variable also provides an appropriate check on 
the presence of a unit root. If the coefficient associated with the lagged variable were not significant, it might be 
indicating the presence of unit root. Results show that coefficients associated with lagged variables are highly 
significant. Furthermore, we have checked that lagged residuals were clearly insignificant in the prediction of residuals 
- an indication that, even in the presence of a unit roots, there would be co-integration between variables in the 
regression (Beck and Katz, 2006). 
6 Nevertheless we include the level of total government expenditure among our conditioning variables, to ensure that 
our results for expenditure categories represent changes in expenditure shares only. 
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where f is the expenditure function under test.  

 

It is important in this context to recognise the interdependence between expenditure categories. For 

a fixed budget, adjustment in one expenditure item comes at the expense of a matched change in 

some other expenditure item(s). This in turn implies that the data used in the model must be drawn 

from across the government budget. Estimation is therefore by three-stage least squares seemingly 

unrelated regression (SURE). In the first stage, we instrument the endogenous right hand side 

variables as in the ‘size’ regression (equation (1)). In a second stage we perform the error correction 

model suggested by Beck and Katz (1996), recognising that the covariance matrix of the disturbance 

may not be diagonal. Finally, we perform a GLS-type estimation using the covariance matrix of the 

previous step. 

 

4. Data Sources and Measures of Globalisation 

To test the empirical model of government expenditure shares we use the Classification of 

Functions of the Government (COFOG, United Nations, 2000) published by the OECD (National 

Accounts. Volume II: Detailed Tables). This provides information on consolidated general 

government spending and is based on accrual accounting methods.7  In addition to the 

comprehensive nature of this data the use of general government avoids the distortion of comparing 

countries with different degrees of fiscal decentralization (Aidt et al. 2006).  These data are 

available for a panel of 25 OECD countries over the period 1980-1997. 8

 

The COFOG system lists nine expenditure categories: social welfare, education, health, transport 

and communications, defence, public services, housing and economic services and recreation and 

cultural and religious services.  Particularly relevant in testing the efficiency and compensation 

hypotheses is the grouping into productive and social welfare-related (or ‘non-productive’) 

expenditure. In testing for the robustness of our results we therefore examine alternative 

classifications of the data. These aggregations are described in Table 2, with further details in 

Section 6. 

 

                                                 
7 The IMF: Government Finance Statistics also provides information of government spending using the COFOG 
classification. This source covers a longer period of time, but is generally focused on central government spending and is 
measured on a cash basis. The OECD dataset contains some missing years and we use the IMF data to infill these 
observations. 
8 These countries are Australia, Austria, Belgium-Luxembourg, Canada, Denmark, Finland, France, Germany, Greece, 
Iceland, Ireland, Italy, Japan, Republic of Korea, Mexico, Netherlands, New Zealand, Norway, Portugal, Spain, 
Sweden, Switzerland, Turkey, United Kingdom and United States. 
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As noted earlier, a second important choice for testing is the measure of globalisation to be used. 

We argued above, following Schmidt (1999) and Scheve and Slaughter (2004), that to capture the 

effects of globalisation on perceptions of insecurity that we have in mind, the stock of inward FDI 

represents the best baseline measure. The choice of FDI stock also captures the idea that governments 

may wish to both attract new FDI but also retain existing foreign multinational activity. Nevertheless, 

to understand the sensitivity to this choice we compare our findings for the inward stock of FDI 

with the more commonly used measure of openness to international trade (measured as the share of 

imports plus exports in GDP), and the outward stock of FDI. 

 

In Table 3 we summarise the key variables by country over the sample period. These variables are 

the inward stock of FDI, openness, the share of total government expenditure in GDP and the share 

of government expenditure for social welfare (typically the main focus of the compensation 

hypothesis) and education and transport and communications (as examples used in the efficiency 

hypothesis). The country averages for the inward stock of FDI and openness reveal a positive 

correlation with total government expenditure, and with social welfare and transport and 

communications expenditures, and a negative correlation with education spending, although these 

correlations are not generally significant9.  

 

Finally, the X matrix described in equations (1) and (2) includes a common set of control variables, 

based on standard models of demand for government expenditure such as Peltzman (1980); see 

Borcherding et al (2004) for a review. These are per capita income, relative public/private sector 

prices and the size and structure of the population.10  Following Peltzman (1980) we use permanent 

per capita income, measured as a three-year moving average, reducing the sample to the period 

1981-1996.11  Data for GDP per capita and the population are obtained from the OECD (National 

Accounts and Labour Force Statistics respectively). To control for cross-time changes in relative 

prices we use the ratio of the public sector deflator to the GDP deflator (Gemmell et al., 1999) 

obtained from OECD: Economic Outlook.12  

 

5.  Empirical Results 

                                                 
9 The inward stock of FDI shows a correlation of 0.25, 0.25, -0.04 and 0.03 with total government expenditure, social 
welfare, education and transport and communications respectively, whereas those for openness are 0.41, 0.34, -0.21 and 
-0.07. The only significant correlation, at a 10% level, is between openness and total government expenditure. 
10 Gemmell et al. (1999) contend that the omission of the age structure of the population might lead to a bias on the 
estimation of the rest of the parameters. 
11 Peltzman argues that public consumption decisions are based on permanent rather than temporary income levels and 
that failing to measure permanent income as the causal factor leads to a downward bias in the estimation of the income-
elasticity. 
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Globalisation and the Level of Total Government Expenditures 

In Table 4 we report the effects of the inward stock of FDI on the size of the public sector, 

measured as the share of total government expenditures in GDP. Column 1 reports the results from 

an OLS regression, column 2 a two-way fixed effects model and column 3 the dynamic model set 

out in equation (2) above. We then repeat this exercise for an alternative measure of globalisation, 

openness to international trade (columns 4-6) and then finally nest the two globalisation measures 

together in the dynamic model (column 7).  

 

Within the table we group the right hand side variables of the regression according to whether they 

capture long-run effects or short run effects as well as reporting the adjustment parameter. We also 

report the test of over-identification and the LM test of first-order autocorrelation. In all cases we 

accept the null that the instruments are valid, while we reject the null of no autocorrelation in column 

6. In this case we have used the second lag as instruments. 

 

Beginning with the control variables, these generally display expected relationships and are robust 

across estimation methods. For ease we concentrate on the dynamic model. The speed of adjustment, 

captured by the lagged dependent variable, confirms the relative rigidity of government expenditures 

(Borge and Rattsø, 1995) with around 15-20% of any deviations from the long-run corrected each 

year, depending on specification.  We find the long-run income-elasticity of public sector size is not 

significantly different from zero. This finding is consistent with the Wagner’s Law prediction that 

at later stages of development, such as the OECD countries in our sample, an upper limit for 

government size is reached (Peltzman, 1980). In the short run, the negative elasticity of per capita 

income corroborates the generally countercyclical behaviour of government expenditure 

(Bretschger and Hettich, 2002). Government expenditure is also shown to be price inelastic in the 

long-run, a result that is in line with the evidence surveyed by Borcherding et al. (2004). The share of 

the population over 65 appears to raise the size of the public sector, as hypothesised by a number of 

political economy models. 

 

We turn next to the effect of globalisation on total government expenditures. In summary, the 

regressions in Table 4 demonstrate two things. 

(i) Only when (highly significant) country/time fixed effects or short-run dynamics are omitted, is 

a significant impact of globalisation on government size observed. The choice of econometric 

method therefore is important. 

                                                                                                                                                                  
12 Due to lack of data availability we assume that the price across functions are equal (Pf=P∀ f). 
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(ii) Both globalisation measures perform similarly and when nested neither dominates. 

 

Comparing across the first three regressions in the Table demonstrates the obvious sensitivity (of 

FDI) to econometric method. In column 1 the inward stock of FDI appears to affect total 

government expenditure positively. However, accounting for cross-country differences in 

preferences/institutions, historical factors and common shocks reduces the significance of this 

variable (it is significant at the 10% level only), while allowing for dynamics yields a coefficient 

that is effectively zero. This result is reinforced when using openness to international trade 

(columns 4-6) though now including country-specific fixed effects is sufficient to yield an 

insignificant globalisation effect on government spending. This would suggest that the OLS results 

in regression 4 were driven by the between-country, rather than within-country variation in the 

data. Since both our fixed-effects and dynamic models confirm significant parameters for both 

cross-country differences and lagged effects these methods are clearly preferable to the OLS 

approach. Neither openness, nor the inward stock of FDI seems to be robust a determinant of the 

size of the public sector. 

 

These results support those of Dreher (2006) who also suggests that sensitivity to estimation method 

is important using a dynamic regression approach. However, methodological differences cannot 

provide a complete explanation for contradictory results in the current literature. Using dynamic panel 

approaches Garrett (1995), Garret and Mitchell (2001), Adserá and Boix (2002), Kaufman and 

Segura-Ubiergo, (2001) Kittel and Winner (2005) and Dreher (2006) still manage to reach 

contrasting conclusions. It would appear this heterogeneity in the effects of globalisation across 

countries may reflect the importance of choice of sample. 

 

Globalisation and the Composition of Government Expenditure 

For this sample of 25 OECD countries the previous section showed that globalization, measured as 

the inward stock of FDI or openness, does not affect the size of government expenditure once 

dynamics, endogeneity and country-specific preferences are controlled for. Building on those results, 

in this section we analyze whether globalisation increases the priority for more efficiency-related 

spending - increasing productive expenditures - or increases the priority for more social insurance - 

increasing social welfare expenditure, within a fixed budget. 

 

Table 5 shows the impact of our preferred globalisation measure - the stock of inward FDI – on 

expenditure composition using the dynamic panel regression in equation (2). Results are reported 
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for eight expenditure categories: social security, education, health, transport & communications, 

defence, public services, housing, and economic services.13 Again we split these into level and 

short-run effects as well as reporting the Hansen test of over-identification. In Table 6 we add 

openness to international trade to the regressions. From Table 6 onwards we choose not to report 

the results for the control variables to save space. These are available from the authors on request. 

 

In summary our results provide: 

(i) stronger support for the compensation hypothesis over the efficiency hypothesis 

(ii) strong support that the stock of FDI is a more appropriate measure of globalisation rather 

than trade openness. 

 

Again beginning with the control variables, most are in line with the existing economic literature. 

The lagged dependent variable suggests strong dynamics in all cases, ranging from relatively slow 

adjustment speeds (φ = -0.15) for education and health expenditure to faster adjustment for housing 

expenditures at φ = -0.42)14. Income increases generally did not alter long-run expenditure 

allocations over the 1980-97 period, except to raise the share of transport and communications, 

compensated by reductions in defence spending. Population growth was associated with reduced 

allocations to pure public goods such as defence, whereas it increased merit goods such as health, 

education and social welfare spending. Larger elderly population shares were associated with a 

shift away from expenditure on education and housing, corroborating the results of Poterba (1997) 

and Fernandez and Rogerson (2001), but help shift the expenditure mix towards defence, a finding 

in line with Gupta el al. (2001). We do not find any evidence that the share of the elderly increases 

the share devoted to health expenditures, confirming the result of Lindert (1996). Interestingly, we 

find that the share of elderly increase social security in the short run but not in the long run. This 

result is in line with Razin et al. (2002) who argue that the remaining age groups react to increases 

of the elderly population by demanding a reduction in social welfare expenditure per capita to avoid 

further rises in the tax burden. Finally, reductions in the size of government expenditure tended to 

raise the share of defence, education and health. This finding is consistent with Sanz and Velazquez 

(2003) who find that when overall public spending is constrained education and health expenditure 

tend to be the most protected from cut-backs. 

                                                 
13 There are nine expenditure categories, including cultural & recreational spending. However, using the SURE 
estimation method, one category is obtained as a residual (since all shares sum to one). We select cultural/recreation 
expenditure for this since it is relatively small (2.1% of total spending on average in the OECD over 1980-97). Results 
for this category are not reported in Table 5. 
14 We do not have a good explanation for the faster speed of adjustment for housing and think it may have something 
to do with its relative size. 
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On the question of the efficiency versus compensation hypotheses we find strong evidence in 

favour of the latter. In Table 5 the stock of inward FDI significantly affects 7 of the 8 expenditure 

categories. It significantly increases social welfare, health and general public expenditures, whereas 

it significantly reduces expenditures on transport and communications, housing, education and 

economic services. That the greatest reductions are in housing, transport & communications and 

economic services expenditure (parameters: -0.20, -0.11, -0.10 respectively) suggests that the rises 

in social welfare expenditure are typically financed by reductions in the share of expenditures 

typically thought of as ‘productive’. 

 

When we nest the two globalisation measures in a single regression (Table 6), the results for the 

stock of inward FDI are in general robust to the inclusion of openness to international trade, while 

openness itself appears largely irrelevant. When openness is included six of the previous eight 

significant parameters on FDI remain significant (with a seventh close to significance at 10%). By 

contrast, only one parameter on openness is significant (housing expenditure). These results suggest 

strongly that in terms of their capacity to identify globalisation effects on public expenditure 

composition the stock of inward FDI is clearly preferred to a trade openness measure, and despite 

the inclusion of the two globalisation measures, the FDI variable continues to show clear support 

for the compensation hypothesis. 

 

6. Robustness 

In this section we test the robustness of the effect of the inward stock of FDI to other measures of 

globalisation, whether domestic and foreign capital really have differential impacts on government 

spending, and to changes in the classification of government expenditure.15

 

Outward Stock of FDI 

Thus far we have argued that inward FDI most readily captures the effect on the economic insecurity 

of voters. A similar claim can be made about outward FDI. Scheve and Slaughter (2001) for example 

report that American workers see outward FDI as exporting jobs outside the country. This has been 

mirrored by increased political interest in this topic, in particular in the US.  

 

                                                                                                                                                                  
 
15 We also tested the robustness of the results to the inclusion of a measure of unemployment and to the exclusion of 
relative prices. In both cases the results were unchanged from this exercise. Results available from the authors. 
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In Table 7 we consider this by using the sum of inward and outward FDI stocks as the relevant 

globalisation variable. If outward FDI imparts different political pressures to inward FDI we would 

expect that this would be reflected in a change in the estimated globalisation effect relative to Table 5. 

In fact we find almost no evidence of this. The results show that most of the previously significant 

parameters remain significant, and if anything tend to increase in magnitude relative to Table 5. Only 

the health expenditure parameter becomes noticeably smaller and standard errors become larger for 

health and education spending.  These results confirm the importance of the FDI stock for the shares of 

social welfare and productive government spending, and it may be that the threat of losing investment 

to overseas is as powerful an influence as the desire to attract foreign investment. 

 

The Stock of Domestic Private Capital 

The stock of inward FDI adds to the stock of private capital in a country. In the above analysis we 

have assumed that it is foreign capital in particular that is an important factor leading to an adjustment 

in the composition of public expenditure. It could be argued however, that it is total private sector 

investment or capital that influences government spending decisions. For example, larger private 

sector investment may stimulate complementary public investment, or it may enable governments to 

prioritise social spending where private and public investment are substitutes. To check for the 

robustness of this implied assumption we replace the stock of inward FDI with the aggregate private 

capital stock and the share of this stock that is foreign owned (Table 8).  

 

If it is total private capital that is relevant we would expect to find a significant impact from this 

variable on spending shares with no impact from the foreign share.16  In fact the evidence suggests the 

reverse. There is almost no significant impact of total private capital on expenditure shares (housing is 

a possible exception), whereas a higher proportion of foreign-owned capital is associated with 

significantly larger social security and public service spending, and lower spending on housing and 

economic services. Nevertheless, these results for the proportion of private capital that is foreign-

owned are not as strong as those obtained previously for the level of foreign capital stock, suggesting 

that it is the level rather than the foreign share of total capital that best captures globalisation effects. 

 

Alternative Classifications of Government Expenditure. 

                                                 
16 Data for domestic private investment is taken from Kamps (2004), built on the OECD Analytical Database. The sample 
includes 22 OECD countries during the period 1960-2001. This source does not provide information for Luxembourg. We 
have assumed that the share of aggregate private capital in GDP in Belgium is the same as in Belgium and Luxembourg 
together. The approximation should be reasonably accurate, since the GDP of Belgium accounted on average for 95.3% 
of the GDP of both countries in the period 1980-1997. 
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Finally we test whether our results are sensitive to alternative classifications of government 

expenditure (see Table 2). We first consider the classification introduced by Saunders (1993). Here 

government expenditures are disaggregated into pure public goods (public services and defence), 

merit goods (health, education and housing), social transfers (social welfare) and economic services 

(economic services, transport and communications and recreational, cultural and religious affairs). 

Table 9 shows that the inward stock of FDI significantly increases pure public goods and social 

transfers at the cost of merit goods, confirming that FDI increases social welfare spending and 

reduces productive spending (education and transport and communications).  

 

Secondly, we use the classification of government expenditure by economic type. This allows us to 

consider whether the switch towards social spending (induced by globalisation) is reflected in 

general spending on transfers, and whether this is mainly at the expense of public consumption or 

investment spending. Data for this classification of government expenditure comes from OECD: 

Economic Outlook and includes 24 countries.17 Table 9 shows that in the long-run the inward stock 

of FDI significantly increases transfers and that this is largely at the cost of reducing consumption. 

In the short run, both investment and consumption spending appear to be reduced to permit 

increases in transfers. These results again support the prediction of the compensation hypothesis 

that social transfer spending in particular is encouraged by globalisation. They are also consistent 

with the arguments of Rodrik (1998). He argued that in advanced countries – such as those studied 

here - the government’s risk-reducing role would be best achieved through the social welfare 

system.  

 

7. Conclusions 

The ‘efficiency’ and ‘compensation’ hypotheses propose quite different impacts of globalisation on the 

total level, and/or composition, of public spending in OECD countries. The efficiency hypothesis 

argues that competition between countries to attract FDI leads to a reduction in the size of the public 

sector (via tax constraints), and a restructuring in the composition of government expenditure towards 

privately productive public inputs. The compensation hypothesis by contrast, argues that 

globalization leads to pressures on governments to expand public expenditure, in particular to 

provide increasing expenditures on social protection. 

 

This paper has tested the empirical validity of these two hypotheses and considered how alternative 

measures of globalisation affect the outcomes of those tests. We draw a number of conclusions. 

                                                 
17 No data is available for Switzerland.  
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Firstly, we find that the stock of FDI is the preferred measure of globalisation. We find that there is 

little difference in the effects on expenditure decisions from inward and outward FDI and that this is 

different from the effect of the domestic capital stock, which has little significant impact. In contrast to 

the stock of FDI, the results for the more commonly used measures of openness to international trade 

are found not to be robust, displaying particular sensitivity to the methodology employed. 

 

Our second conclusion is that we find support for neither the compensation nor the efficiency 

hypothesis on the overall size of government, but strong support for the compensation hypothesis on 

the mix of spending. Increases in globalisation, measured by the stock of inward FDI, is associated 

with a shift away from ‘productive’ expenditures such as education and transport and 

communications and towards social welfare and public services spending.  This represents a slight 

modification to the compensation hypothesis typically investigated. 

 

This process may also have implications for economic growth. Devarajan et al (1996) and Kneller et al 

(1999) have shown that the composition of government spending is relevant in the determination of an 

economy’s long-term growth rate. Kneller et al. (1999), for example, find that growth in OECD 

countries has been enhanced where greater productive public spending is financed by taxes that are 

least distorting towards investment. However, if FDI encourages increasing an expenditure share 

devoted to non-productive uses, at the expense of productive expenditures, it may harm long-run 

economic growth. Whether this is sufficient to outweigh any positive direct growth effects from FDI is 

an empirical issue on which, to our knowledge, there is currently no evidence. 
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Table 1. Summary of Empirical Studies of Globalization Effects on Government Spending. 
 
Evidence supporting the efficiency hypothesis 

 
Authors 

 
Countries 

 
Years 

 
Econometric 

method 

 
Government measure 

 
Globalization measure 

 
Results 

Cusack 
(1997) 

16 OECD 
countries 

1955-1989 Time-Series-
Cross-Section

Growth of government 
expenditures net of defence 
spending as a share of GDP 

International financial integration Negative 

Rodrik 
(1997) 

19 OECD 
countries 

1966-1991 Time-Series-
Cross-Section

Government consumption as a 
share of GDP 

Trade openness and capital account 
liberalization 

Negative 

Alesina & 
Wacziarg 

(1998) 

137 developed 
& developing 

countries 

Averages 
for 1980-84 
& 1985-89 

Cross-section 
 

Government consumption,  
defence, education and public 
investment as a share of GDP 

Trade openness 
 

No effect on total expenditure. 
Positive on education and public investment 

expenditures 
Figlio & 
Blonigen 
(2000) 

46 Counties 
of South 
Carolina 

5-year 
intervals for 

1980-95 

Time-Series-
Cross-Section

Per capita local government 
expenditures and revenues. Per 

pupil expenditures on education. 
Public safety and transportation 
expenditure as a share of total 

local spending 

Foreign manufacturing 
employment 

Negative on education and positive on 
transportation and public safety 

 

Kaufman & 
Segura-
Ubiergo 
(2001) 

14 Latin 
American 
countries 

1973-1997 Dynamic Time-
Series-Cross-

Section 

Social security, education and 
health expenditure as a share of 
GDP, public expenditure and in 

per capita terms 

Trade openness & 
capital liberalization index 

Negative for social security spending. Positive 
for capital liberalization on education and 

health spending 

Garret & 
Mitchell 
(2001) 

 

18 OECD 
countries 

1961-1983 Dynamic Time-
Series-Cross-

Section 

Aggregate government 
expenditures, consumption and 

social security as a share of GDP

Trade openness, FDI inflows and 
outflows, imports from low wage 
countries, capital liberalization 
index and covered interest rate 

differentials 

Trade openness reduces total public spending, 
public consumption and social security 

spending. Capital mobility and low wage 
imports do not affect government expenditure 

Kittel & 
Winner 
(2005) 

17 OECD 
countries 

1961-1993 Dynamic Time-
Series Cross-

Section 

Total government expenditure as 
a share of GDP 

Trade openness, FDI and imports 
from low-wage countries 

FDI reduces the public sector size, Other 
variables do not affect government spending 

 
No concluding result 

 
Authors 

 
Countries 

 
Years 

 
Econometric 

method 

 
Government measure 

 
Globalization measure 

 
Results 

Dreher 
(2006) 

30 OECD 
countries 

5 year 
averages 

1970-2000 

Dynamic 
Time-Series-
Cross Section 

Total and social spending as 
a share of GDP 

Index of globalisation, including 
economic, political and social 

integration 

Globalisation does not influence total 
government and social welfare spending 
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Evidence supporting the compensation hypothesis 
 

Authors 
 

Countries 
 

Years 
 

Econometric 
method 

 
Government measure 

 
Globalization measure 

 
Results 

Hicks & 
Swank (1992)

18 OECD 
countries 

1960-1982 Time-Series- 
Cross-Section 

Social welfare as a share of 
GDP. Cost of Social Security

Trade openness Positive on social welfare 

Huber et al. 
(1993). 

17 OECD 
countries 

1956-1988 Time-Series- 
Cross-Section 

Social welfare government 
current receipts as a share of 
GDP. Cost of social security 

Trade openness Positive on social welfare and total 
government revenues 

Garret (1995) 15 OECD 
countries 

1967-1990 Dynamic Time-
Series- 

Cross-Section  

Aggregate government 
expenditure as shares of GDP

Capital mobility index & 
trade openness 

Globalisation interacted with partisan 
variables increases government 

expenditure 
Quinn (1997) 38 developed & 

developing 
countries 

Average for 
1974-1989 

Cross-section Aggregate government (net of 
defence & education), social 

welfare expenditures as shares 
of GDP 

Change of capital account 
liberalization index 

Positive on the size of the public sector 
and social welfare spending 

Rodrik (1998) 125 developed 
& developing 

countries 

Averages for 
1990-92 and 

1985-89 

Cross-section Government consumption, 
aggregate expenditure and all  

functions of government 
spending as shares of GDP 

Trade openness & 
terms-of trade volatility 

Trade openness interacted with terms-of-
trade increases government 

consumption, total expenditure and all 
components except other expenditures 

Bernauer & 
Achini (2000)

23 OECD and  
89 non-OECD 

countries 

5 year 
averages 

from 
1960-1994 

Cross section for 
each period 

Aggregate government 
expenditures, social welfare & 
health spending, tax revenue 
and non-military expenditure 

as shares of GNP 

Trade openness, 
export concentration & 
capital mobility index 

Trade openness increases government 
expenditure and tax revenue but not 

affect social welfare. Capital mobility 
and export concentration have no effect 

Garret (2001) 113 developing 
& developed 

countries 

Average 
1985-1995 

Cross-section Government consumption as a 
share of GDP 

Trade openness & 
capital mobility index 

Trade openness increases government 
consumption; capital mobility: no effect 

Swank (2001) 16 OECD 
countries 

1964-1993 Time-Series-Cross-
section 

Aggregate government 
expenditure, social transfers and 
public consumption as shares of 

GDP 

Trade openness, capital flows, FDI, 
borrowing on capital markets, 

capital mobility index and covered 
interest rate differentials 

Trade openness and capital mobility 
interacted with political and institutional 

variables increases government 
expenditure 

Balle & Vaidya 
(2002) 

48 US states Average for 
1995-1997 

Cross -Section Aggregate government, social 
welfare & health expenditures 
as shares of Gross State Product 

Trade openness Positive on social welfare and health 
expenditures but not total expenditures 

Adserá & Boix 
(2002) 

 

65 developed & 
developing 
countries 

1950-1990 Dynamic Time-
Series-Cross-Section

Current receipts as a share of 
GDP (levels & 1st diffs.) 

Trade openness, 
export concentration & 
terms-of trade volatility 

Trade openness increases current receipts 
as share of GDP in democratic countries 

Bretschger & 
Hettich (2002)

13 OECD 
countries 

1980-1995 Time-Series-Cross-
Section 

Social welfare expenditures as 
a share of GDP 

Trade openness and capital 
mobility index 

Positive 
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Table 2: Classifications of Government Expenditure by Function 

COFOG Our study Oxley & Martin (1991), 
Saunders (1993) 

Kneller et al. (1999) Kneller et al. (1999) 

General Administrative 
Services 

 
Public Order and Safety 

 
 

Public services 

 
Defence 

 
Defence 

 
 

Pure goods 

 
 

Productive entering  
in flows. 

 
Health 

 
Health 

 
Health 

 
 

Education 
 

Education 

 
Housing 

 
Housing 

 
 

Merit goods 

Transport and 
communications 

Transport and communications 

 
 
 
 
 
 
 

Productive 

 
 

Productive entering  
in stock. 

 
Other Economic services 

 
Economic services  

 
 

Economic services 
 

Recreational, cultural and 
religious affairs 

Recreational, cultural and 
religious affairs 

 
 
 

Economic services and others 

 
Recreational, cultural and 

religious affairs 
 

Social Welfare  
 

 
Social Welfare 

 

 
Transfers 

 

 
 
 

Non-productive 
 
 
 
 
 
 

 
Social Welfare 

 
 

Other non classified functions 
-  

Other non classified functions  
 

Other non classified functions 
 

Other non classified functions 
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Table 3. Stock of Foreign Direct Investment, Openness and Government Size. (Average values, 1980-1997) 
 Inward Stock

 of FDI  
(% GDP) 

Openness 
 

(% GDP) 

Government 
expenditure 

(% GDP) 

Social Welfare 
(% Government 

expenditure) 

Education 
(% Government 

expenditure) 

Transport & 
Communications 
(% Government 

expenditure) 
Australia 20.16 35.14 32.66 26.03 15.65 10.74 
Austria 5.77 75.03 44.85 51.69 10.55 4.47 
Canada 19.78 57.47 37.06 27.63 17.13 7.13 

Denmark 7.94 67.28 48.82 44.94 13.89 4.12 
Finland 3.72 57.72 38.68 35.17 13.94 7.10 
France 10.58 43.65 46.06 38.21 11.35 2.58 

Germany 5.91 52.82 45.22 42.61 9.69 4.43 
Greece 13.98 46.43 27.30 28.34 12.47 6.05 
Iceland 1.95 68.88 32.02 21.74 14.51 10.09 
Ireland 11.33 115.97 32.65 28.25 13.57 6.46 
Italy 4.30 42.93 40.80 38.15 11.80 7.95 
Japan 0.40 20.97 25.47 24.84 15.19 10.98 
Korea 2.28 65.13 17.19 12.63 18.29 8.63 

Mexico 10.52 38.93 13.61 21.97 25.59 7.17 
Netherlands 20.42 106.58 44.44 43.62 11.62 4.07 

New Zealand 21.89 57.71 34.79 31.75 12.55 9.95 
Norway 11.81 73.72 44.32 35.54 14.00 7.60 
Portugal 15.79 65.88 30.73 30.30 15.30 5.77 

Spain 10.31 39.13 31.24 41.00 10.59 6.04 
Sweden 6.69 64.61 54.68 49.33 11.91 3.14 

Switzerland 13.34 70.33 35.30 32.29 14.03 8.22 
Turkey 1.31 34.13 17.66 3.05 16.44 8.02 

United Kingdom 15.72 52.71 39.17 37.12 13.11 3.80 
United States 5.80 20.24 30.41 26.08 17.38 5.14 

Belgium-Luxembourg 27.29 137.69 46.73 41.18 14.43 9.03 
Simple Average 10.76 60.44 35.67 32.30 14.20 6.75 
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Table 4. FDI Inward Stock, Openness and the Size of the Public Sector  
Size of 

Government 
 
Level Effects 

1 2 3 4 5 6 7 

Stock of Inward 
FDI 

0.020 
(2.50)** 

0.024 
(1.70)* 

-0.010 
(0.42) 

   -0.004 
(0.16) 

Openness to 
International Trade 

   0.163 
(9.44)*** 

0.034 
(0.79) 

0.029 
(0.45) 

0.022 
(0.15) 

Per capita income 0.078 
(2.01)** 

-0.489 
(5.55)*** 

-0.105 
(1.28) 

0.136 
(4.89)*** 

-0.417 
(8.17)*** 

-0.076 
(2.17)** 

-0.145 
(1.28) 

Relative prices -1.313 
(13.13)*** 

-0.271 
(2.49)** 

0.157 
(1.20) 

-1.335 
(14.36)*** 

-0.521 
(5.81)*** 

0.091 
(0.99) 

0.203 
(1.44) 

Total Population 
 

-0.020 
(4.35)*** 

-0.292 
(1.92)* 

0.058 
(0.46) 

0.019 
(4.18)*** 

-0.048 
(0.48) 

0.018 
(0.18) 

0.009 
(0.04) 

Share of elderly in 
total population 

 

0.701 
(17.98)*** 

0.752 
(6.19)*** 

0.135 
(1.66)* 

0.628 
(20.71)*** 

0.699 
(9.39)*** 

0.136 
(1.68)* 

0.203 
(1.86)* 

Adjustment 
Parameter 

  -0.235 
(3.90)*** 

  -0.149 
(3.29)*** 

-0.222 
(2.78)*** 

 
Short run effects 

       

Stock of Inward 
FDI 

  -0.063 
(0.66) 

   0.002 
(0.02) 

Openness to 
International Trade 

     -0.047 
(0.36) 

-0.268 
(1.04) 

Per capita income   -1.307 
(2.09)** 

  -1.083 
(2.33)* 

-1.326 
(1.22) 

Relative prices   -0.421 
(2.12)** 

  -0.098 
(0.55) 

-0.479 
(1.87)* 

Total Population 
 

  -0.409 
(0.36) 

  0.571 
(0.86) 

-1.048 
(0.83) 

Share of elderly in 
total population 

  0.118 
(0.41) 

  0.308 
(1.47) 

0.155 
(0.52) 

Hansen Test of 
overidentification  

  χ2(10)=5.649 
p-value 0.84 

  χ2(9)=9.740 
p-value 0.37 

χ2(9)=6.836 
p-value 0.65 

Adjusted LM test of 
first order 
autocorrelation  

  χ2(1)=0.94 
p-value 0.33 

  χ2(1)=8.69 
p-value 0.00 

χ2(1)=0.46 
p-value 0.50 

Observations 425 425 350 676 676 598 350 
R-squared 0.81 0.96  0.82 0.95   
Note Robust t statistics in parentheses. *Significant at 10% level; ** significant at 5%; *** significant at 1%.  
The dependent variable is measured as total government expenditure as a share of GDP (excluding interest payments). All right 
hand side variables are measured in logs. Also included in the regression are country and time specific fixed effects. Tests suggest 
that we can collectively accept the significance of both country and time effects. 
 



Table 5. FDI and the Composition of Government Expenditures (1980-1997). 
Component of Expenditure 
 
Level Effects 

Social 
Security 

Education Health Transport Defence Public 
Services 

Housing Econ. 
Services 

Cultural 
Affairs 

Stock of Inward FDI 0.041 
(1.99)** 

-0.023 
(1.80)* 

0.034 
(1.95)* 

-0.110 
(3.12)*** 

0.008 
(0.36) 

0.059 
(2.28)** 

-0.199 
(2.61)*** 

-0.106 
(2.11)** 

0.136 
(0.39) 

Per capita income -0.006 
(0.09) 

0.065 
(1.39) 

0.083 
(1.22) 

0.337 
(2.31)** 

-0.252 
(2.75)*** 

0.056 
(0.61) 

0.445 
(1.54) 

0.249 
(1.33) 

-3.388 
(2.77)*** 

Relative prices 0.120 
(1.01) 

-0.269 
(3.26)*** 

-0.336 
(2.95)** 

0.274 
(1.18) 

-0.062 
(0.42) 

0.061 
(0.38) 

0.027 
(0.06) 

0.245 
(0.75) 

-0.166 
(0.08) 

Total Population 
 

0.830 
(4.35)** 

0.428 
(3.98)*** 

0.249 
(1.64)* 

-0.267 
(0.89) 

-0.007 
(0.04) 

-0.105 
(0.50) 

-0.673 
(1.02) 

-0.809 
(1.86)* 

-11.110 
(3.49)*** 

Share of elderly in total 
population 

0.068 
(0.67) 

-0.164 
(2.34)** 

-0.138 
(1.40) 

-0.179 
(0.91) 

0.250 
(1.88)* 

-0.017 
(0.13) 

-1.369 
(3.14)*** 

-0.238 
(0.85) 

4.212 
(2.38)** 

Total government spending 
 
 

-0.033 
(0.57) 

-0.096 
(2.47)** 

-0.127 
(2.26)** 

0.155 
(1.41) 

-0.142 
(1.98)** 

0.069 
(0.92) 

0.632 
(2.43)** 

0.106 
(0.69) 

2.537 
(1.54) 

Adjustment Parameter -0.290 
(7.83)*** 

-0.153 
(6.21)*** 

-0.242 
(7.16)*** 

-0.333 
(7.43)*** 

-0.318 
(7.88)*** 

-0.286 
(7.55)*** 

-0.422 
(8.93)*** 

-0.265 
(7.56)*** 

 
- 

 
Short run effects 

         

Stock of Inward FDI 0.112 
(1.34) 

0.004 
(0.07) 

0.129 
(1.75)* 

-0.426 
(2.85)*** 

0.307 
(3.25)*** 

0.013 
(0.12) 

-0.312 
(0.97) 

-0.448 
(2.13)** 

0.334 
(0.23) 

Per capita income -0.080 
(0.21) 

-0.317 
(1.20) 

-0.281 
(0.77) 

0.095 
(0.13) 

0.360 
(0.76) 

1.105 
(2.18)** 

-0.950 
(0.60) 

-2.259 
(2.15)** 

9.452 
(1.41) 

Relative prices 0.272 
(1.77)* 

0.328 
(3.06)*** 

0.205 
(1.38) 

0.131 
(0.45) 

0.204 
(1.09) 

-0.510 
(2.51)** 

0.017 
(0.03) 

0.194 
(0.47) 

-6.898 
(2.60)*** 

Total Population 
 

-0.150 
(0.12) 

-0.844 
(0.98) 

-1.539 
(1.27) 

1.138 
(0.47) 

-3.945 
(2.54)** 

-0.653 
(0.39) 

-5.555 
(1.04) 

0.988 
(0.28) 

35.696 
(1.63) 

Share of elderly in total 
population 

0.795 
(1.95)* 

-0.254 
(0.94) 

-0.363 
(0.95) 

-1.074 
(1.41) 

-0.240 
(0.49) 

-0.138 
(0.26) 

-0.041 
(0.02) 

0.491 
(0.45) 

-5.633 
(0.80) 

Total government spending 
 

0.117 
(0.50) 

-0.648 
(4.14)*** 

-0.553 
(2.52)** 

-0.422 
(0.96) 

-0.145 
(0.51) 

0.715 
(2.35)** 

2.681 
(2.79)*** 

-0.454 
(0.72) 

-1.419 
(0.36) 

Hansen Test of 
overidentification χ2(4) 

4.647 
p-value 

0.32 

5.589 
p-value 

0.23 

2.769 
p-value 

0.60 

6.002 
p-value 

0.20 

1.660 
p-value 

0.80 

2.248 
p-value 

0.69 

5.077 
p-value 

0.28 

4.128 
p-value 

0.39 

- 

Observations 350 350 350 350 350 350 350 350 - 
Note Robust t statistics in parentheses. *Significant at 10% level; ** significant at 5%; *** significant at 1%.  
See notes to previous table



Table 6. FDI, Openness to International Trade and the Composition of Government Expenditure (1970-1997). 
Component of Expenditure 
 
Level Effects 

Social 
Security 

Educatio
n 

Health Transport Defence Public 
Services 

Housing Econ. 
Services 

Cultural 
Affairs 

Stock of Inward FDI 0.053 
(1.89)* 

-0.023 
(1.63) 

0.017 
(0.88) 

-0.107 
(2.66)*** 

0.006 
(0.24) 

0.090 
(2.63)*** 

-0.301 
(3.16)*** 

-0.103 
(1.79)* 

0.043 
(0.09) 

Openness to International Trade -0.047 
(0.69) 

-0.029 
(0.68) 

0.022 
(0.37) 

-0.106 
(0.88) 

0.038 
(0.50) 

-0.073 
(0.78) 

0.972 
(3.35)*** 

-0.035 
(0.20) 

-0.115 
(0.10) 

Observations 350 350 350 350 350 350 350 350 350 
Note Robust t statistics in parentheses. *Significant at 10% level; ** significant at 5%; *** significant at 1%.  
The dependent variable is measured as total government expenditures as a share of GDP (excluding interest payments). All right hand side variables are measured 
in logs. Also included in the regression are country and time specific fixed effects, the measures of per capita income, relative prices, the total population, the 
share of the elderly in the total population and total government expenditures, all in levels and first differences . Tests suggest that we can collectively accept the 
significance of both country and time effects. 
 
Table 7. Inward and Outward Stock of FDI and the Composition of Government Expenditure (1980-1997) 
Component of Expenditure 
 
Level Effects 

Social 
Security 

Education Health Transport Defence Public 
Services 

Housing Econ. 
Services 

Cultural 
Affairs 

Inward & outward stock of FDI 0.054 
(1.87)* 

-0.023 
(1.45) 

0.011 
(0.53) 

-0.075 
(1.93)* 

0.028 
(1.06) 

0.075 
(2.17)** 

-0.319 
(2.83)*** 

-0.146 
(2.26)** 

0.206 
(0.41) 

Observations 375 375 375 375 375 375 375 375 375 
Note Robust t statistics in parentheses. *Significant at 10% level; ** significant at 5%; *** significant at 1%.  
See notes to previous table 
 
Table 8. Inward stock of FDI, Domestic Capital and the Composition of Government Expenditures (1980-1997). 
Component of Expenditure 
 
Level Effects 

Social 
Security 

Education Health Transport Defence Public 
Services 

Housing Econ. 
Services 

Cultural 
Affairs 

Share of foreign capital in total 
private capital 

0.034 
(1.94)* 

0.003 
(0.24) 

0.023 
(1.30) 

-0.005 
(0.13) 

-0.019 
(0.84) 

0.100 
(3.02)*** 

-0.300 
(2.70)*** 

-0.164 
(2.37)** 

0.092 
(0.32) 

Total private capital 
 

-0.126 
(1.45) 

0.006 
(0.08) 

0.151 
(1.63) 

0.098 
(0.48) 

-0.137 
(1.19) 

0.003 
(0.02) 

-1.634 
(2.77)*** 

0.109 
(0.31) 

3.506 
(2.46)** 

Observations 330 330 330 330 330 330 330 330 330 
Note Robust t statistics in parentheses. *Significant at 10% level; ** significant at 5%; *** significant at 1%.  
See notes to previous table 
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Table 9. FDI and Classifications of Government Expenditure, (1980-1997) 
Oxley & Martin (1991), Saunders (1993) 

 
Kneller et al. (1999) Classifications of 

government  
 
Component of Expenditure 
 
Level Effects 

Social 
transfers 

Merit 
goods 

Pure public 
goods 

Economic 
services 

Social 
welfare 

Productive 
stock 

Productive 
flow 

Other 

Stock of Inward FDI 0.054 
(2.08)** 

-0.033 
(2.28)** 

0.051 
(1.96)** 

-0.091 
(1.49) 

0.046 
(1.94)* 

-0.052 
(3.38)*** 

0.048 
(2.19)** 

-0.044 
(0.90) 

Observations 325 325 325 325 350 350 350 350 
Note Robust t statistics in parentheses. *Significant at 10% level; ** significant at 5%; *** significant at 1%.  
See notes to previous table 
 
 
Table 10. Inward FDI, and the Economic Nature Classification of Government Expenditure (1980-1997)  
Component of Expenditure 
 

Level Effects 

Transfers Investment Consumption 

Log of FDI Inward Stock (levels) 0.061 
(2.62)*** 

-0.020 
(0.40) 

-0.042 
(2.80)*** 

Observations 345 345 345 
Note Robust t statistics in parentheses. *Significant at 10% level; ** significant at 5%; *** significant at 1%. 
See notes to previous table 
 
 

 2



   
 

FUNDACIÓN DE LAS CAJAS DE AHORROS 
 

DOCUMENTOS DE TRABAJO 
 
 

Últimos números publicados 
 

159/2000 Participación privada en la construcción y explotación de carreteras de peaje 
Ginés de Rus, Manuel Romero y Lourdes Trujillo 

160/2000 Errores y posibles soluciones en la aplicación del Value at Risk 
Mariano González Sánchez 

161/2000 Tax neutrality on saving assets. The spahish case before and after the tax reform 
Cristina Ruza y de Paz-Curbera 

162/2000 Private rates of return to human capital in Spain: new evidence 
F. Barceinas, J. Oliver-Alonso, J.L. Raymond y J.L. Roig-Sabaté 

163/2000 El control interno del riesgo. Una propuesta de sistema de límites 
riesgo neutral 
Mariano González Sánchez 

164/2001 La evolución de las políticas de gasto de las Administraciones Públicas en los años 90 
Alfonso Utrilla de la Hoz y Carmen Pérez Esparrells  

165/2001 Bank cost efficiency and output specification 
Emili Tortosa-Ausina 

166/2001 Recent trends in Spanish income distribution: A robust picture of falling income inequality 
Josep Oliver-Alonso, Xavier Ramos y José Luis Raymond-Bara 

167/2001 Efectos redistributivos y sobre el bienestar social del tratamiento de las cargas familiares en 
el nuevo IRPF 
Nuria Badenes Plá, Julio López Laborda, Jorge Onrubia Fernández 

168/2001  The Effects of Bank Debt on Financial Structure of Small and Medium Firms in some Euro-
pean Countries 
Mónica Melle-Hernández 

169/2001 La política de cohesión de la UE ampliada: la perspectiva de España 
Ismael Sanz Labrador 

170/2002 Riesgo de liquidez de Mercado 
Mariano González Sánchez 

171/2002 Los costes de administración para el afiliado en los sistemas de pensiones basados en cuentas 
de capitalización individual: medida y comparación internacional.  
José Enrique Devesa Carpio, Rosa Rodríguez Barrera, Carlos Vidal Meliá 

172/2002 La encuesta continua de presupuestos familiares (1985-1996): descripción, representatividad 
y propuestas de metodología para la explotación de la información de los ingresos y el gasto.  
Llorenc Pou, Joaquín Alegre 

173/2002 Modelos paramétricos y no paramétricos en problemas de concesión de tarjetas de credito.  
Rosa Puertas, María Bonilla, Ignacio Olmeda 



   
 

174/2002 Mercado único, comercio intra-industrial y costes de ajuste en las manufacturas españolas.  
José Vicente Blanes Cristóbal 

175/2003 La Administración tributaria en España. Un análisis de la gestión a través de los ingresos y 
de los gastos.  
Juan de Dios Jiménez Aguilera, Pedro Enrique Barrilao González 

176/2003 The Falling Share of Cash Payments in Spain. 
Santiago Carbó Valverde, Rafael López del Paso, David B. Humphrey 
Publicado en “Moneda y Crédito” nº 217, pags. 167-189. 

177/2003 Effects of ATMs  and Electronic Payments on Banking Costs: The Spanish Case.  
Santiago Carbó Valverde, Rafael López del Paso, David B. Humphrey 

178/2003 Factors explaining the interest margin in the banking sectors of the European Union.  
Joaquín Maudos y Juan Fernández Guevara 

179/2003 Los planes de stock options para directivos y consejeros y su valoración por el mercado de 
valores en España.  
Mónica Melle Hernández 

180/2003 Ownership and Performance in Europe and US Banking – A comparison of Commercial, Co-
operative & Savings Banks.  
Yener Altunbas, Santiago Carbó y Phil Molyneux 

181/2003 The Euro effect on the integration of the European stock markets.  
Mónica Melle Hernández 

182/2004 In search of complementarity in the innovation strategy: international R&D and external 
knowledge acquisition.  
Bruno Cassiman, Reinhilde Veugelers 

183/2004 Fijación de precios en el sector público: una aplicación para el servicio municipal de sumi-
nistro de agua.  
Mª Ángeles García Valiñas 

184/2004 Estimación de la economía sumergida es España: un modelo estructural de variables latentes.  
Ángel Alañón Pardo, Miguel Gómez de Antonio 

185/2004 Causas políticas y consecuencias sociales de la corrupción.  
Joan Oriol Prats Cabrera 

186/2004 Loan bankers’ decisions and sensitivity to the audit report using the belief revision model.  
Andrés Guiral Contreras and José A. Gonzalo Angulo 

187/2004 El modelo de Black, Derman y Toy en la práctica. Aplicación al mercado español. 
Marta Tolentino García-Abadillo y Antonio Díaz Pérez 

188/2004 Does market competition make banks perform well?. 
Mónica Melle 

189/2004 Efficiency differences among banks: external, technical, internal, and managerial 
Santiago Carbó Valverde, David B. Humphrey y Rafael López del Paso           



   
 

 

190/2004 Una aproximación  al análisis de los costes de la esquizofrenia en españa: los modelos jerár-
quicos bayesianos  
F. J. Vázquez-Polo, M. A. Negrín, J. M. Cavasés, E. Sánchez y grupo RIRAG 

191/2004 Environmental proactivity and business performance: an empirical analysis  
Javier González-Benito y Óscar González-Benito 

192/2004 Economic risk to beneficiaries in notional defined contribution accounts (NDCs)  
Carlos Vidal-Meliá, Inmaculada Domínguez-Fabian y José Enrique Devesa-Carpio 

193/2004 Sources of efficiency gains in port reform: non parametric malmquist decomposition tfp in-
dex for Mexico  
Antonio Estache, Beatriz Tovar de la Fé y Lourdes Trujillo 

194/2004 Persistencia de resultados en los fondos de inversión españoles  
Alfredo Ciriaco Fernández y Rafael Santamaría Aquilué 

195/2005 El modelo de revisión de creencias como aproximación psicológica a la formación del juicio 
del auditor sobre la gestión continuada  
Andrés Guiral Contreras y Francisco Esteso Sánchez 

196/2005 La nueva financiación sanitaria en España: descentralización y prospectiva  
David Cantarero Prieto 

197/2005 A cointegration analysis of the Long-Run supply response of Spanish agriculture to the com-
mon agricultural policy  
José A. Mendez, Ricardo Mora y Carlos San Juan 

198/2005 ¿Refleja la estructura temporal de los tipos de interés del mercado español preferencia por la li-
quidez? 
Magdalena Massot Perelló  y Juan M. Nave 

199/2005 Análisis de impacto de los Fondos Estructurales Europeos recibidos por una economía regional: 
Un enfoque a través de Matrices de Contabilidad Social 
M. Carmen Lima  y M. Alejandro Cardenete 

200/2005 Does the development of non-cash payments affect monetary policy transmission? 
Santiago Carbó Valverde y Rafael López del Paso 

201/2005 Firm and time varying technical and allocative efficiency: an application for port cargo han-
dling firms 
Ana Rodríguez-Álvarez, Beatriz Tovar de la Fe  y Lourdes Trujillo 

202/2005 Contractual complexity in strategic alliances 
Jeffrey J. Reuer  y  Africa Ariño 

203/2005 Factores determinantes de la evolución del empleo en las empresas adquiridas por opa 
Nuria Alcalde Fradejas  y  Inés Pérez-Soba Aguilar 

204/2005 Nonlinear Forecasting in Economics: a comparison between Comprehension Approach versus 
Learning Approach. An Application to Spanish Time Series 
Elena Olmedo, Juan M. Valderas, Ricardo Gimeno and Lorenzo Escot 



   
 

205/2005 Precio de la tierra con presión urbana: un modelo para España  
Esther Decimavilla, Carlos San Juan y Stefan Sperlich 

206/2005 Interregional migration in Spain: a semiparametric analysis  
Adolfo Maza y José Villaverde 

207/2005 Productivity growth in European banking  
Carmen Murillo-Melchor, José Manuel Pastor  y Emili Tortosa-Ausina 

208/2005 Explaining Bank Cost Efficiency in Europe: Environmental and Productivity Influences. 
Santiago Carbó Valverde, David B. Humphrey  y Rafael López del Paso 

209/2005 La elasticidad de sustitución intertemporal con preferencias no separables intratemporalmente: los 
casos de Alemania, España y Francia. 
Elena Márquez de la Cruz, Ana R. Martínez Cañete  y Inés Pérez-Soba Aguilar 

210/2005 Contribución de los efectos tamaño, book-to-market y momentum a la valoración de activos: el 
caso español. 
Begoña Font-Belaire y Alfredo Juan Grau-Grau 

211/2005 Permanent income, convergence and inequality among countries 
José M. Pastor and Lorenzo Serrano 

212/2005 The Latin Model of Welfare: Do ‘Insertion Contracts’ Reduce Long-Term Dependence? 
Luis Ayala and Magdalena Rodríguez 

213/2005 The effect of geographic expansion on the productivity of Spanish savings banks 
Manuel Illueca, José M. Pastor and Emili Tortosa-Ausina 

214/2005 Dynamic network interconnection under consumer switching costs 
Ángel Luis López Rodríguez 

215/2005 La influencia del entorno socioeconómico en la realización de estudios universitarios: una aproxi-
mación al caso español en la década de los noventa 
Marta Rahona López 

216/2005 The valuation of spanish ipos: efficiency analysis 
Susana Álvarez Otero 

217/2005 On the generation of a regular multi-input multi-output technology using parametric output dis-
tance functions 
Sergio Perelman and Daniel Santin 

218/2005 La gobernanza de los procesos parlamentarios: la organización industrial del congreso de los di-
putados en España 
Gonzalo Caballero Miguez 

219/2005 Determinants of bank market structure: Efficiency and political economy variables 
Francisco González 

220/2005 Agresividad de las órdenes introducidas en el mercado español: estrategias, determinantes y me-
didas de performance 
 David Abad Díaz 



   
 

221/2005 Tendencia post-anuncio de resultados contables: evidencia para el mercado español 
 Carlos Forner Rodríguez, Joaquín Marhuenda Fructuoso y Sonia Sanabria García 

222/2005 Human capital accumulation and geography: empirical evidence in the European Union 
 Jesús López-Rodríguez, J. Andrés Faíña y Jose Lopez Rodríguez 

223/2005 Auditors' Forecasting in Going Concern Decisions: Framing, Confidence and Information Proc-
essing 
 Waymond Rodgers and Andrés Guiral 

224/2005 The effect of Structural Fund spending on the Galician region: an assessment of the 1994-1999 
and 2000-2006 Galician CSFs 
 José Ramón Cancelo de la Torre, J. Andrés Faíña and Jesús López-Rodríguez 

225/2005 The effects of ownership structure and board composition on the audit committee activity: Span-
ish evidence 
 Carlos Fernández Méndez and Rubén Arrondo García 

226/2005 Cross-country determinants of bank income smoothing by managing loan loss provisions 
 Ana Rosa Fonseca and Francisco González 

227/2005 Incumplimiento fiscal en el irpf (1993-2000): un análisis de sus factores determinantes 
 Alejandro Estellér Moré 

228/2005 Region versus Industry effects: volatility transmission 
 Pilar Soriano Felipe and Francisco J. Climent Diranzo 

229/2005 Concurrent Engineering: The Moderating Effect Of Uncertainty On New Product Development 
Success 
 Daniel Vázquez-Bustelo and Sandra Valle 

230/2005 On zero lower bound traps: a framework for the analysis of monetary policy in the ‘age’ of cen-
tral banks 
 Alfonso Palacio-Vera 

231/2005 Reconciling Sustainability and Discounting in Cost Benefit Analysis: a methodological proposal 
 M. Carmen Almansa Sáez and Javier Calatrava Requena 

232/2005 Can The Excess Of Liquidity Affect The Effectiveness Of The European Monetary Policy? 
 Santiago Carbó Valverde and Rafael López del Paso 

233/2005 Inheritance Taxes In The Eu Fiscal Systems: The Present Situation And Future Perspectives. 
 Miguel Angel Barberán Lahuerta 

234/2006 Bank Ownership And Informativeness Of Earnings. 
 Víctor M. González 

235/2006 Developing A Predictive Method: A Comparative Study  Of The Partial Least Squares Vs Maxi-
mum Likelihood Techniques. 
 Waymond Rodgers, Paul Pavlou and Andres Guiral. 

236/2006 Using Compromise Programming for Macroeconomic Policy Making in a General Equilibrium 
Framework: Theory and Application to the Spanish Economy. 
 Francisco J. André, M. Alejandro Cardenete y Carlos Romero. 



   
 

237/2006 Bank Market Power And Sme Financing Constraints. 
 Santiago Carbó-Valverde, Francisco Rodríguez-Fernández y Gregory F. Udell. 

238/2006 Trade Effects Of Monetary Agreements: Evidence For Oecd Countries. 
 Salvador Gil-Pareja, Rafael Llorca-Vivero y José Antonio Martínez-Serrano. 

239/2006 The Quality Of Institutions: A Genetic Programming Approach. 
Marcos Álvarez-Díaz y Gonzalo Caballero Miguez. 

240/2006 La interacción entre el éxito competitivo  y las condiciones del mercado doméstico como deter-
minantes de la decisión de exportación en las Pymes. 
Francisco García Pérez. 

241/2006 Una estimación de la depreciación del capital humano por sectores, por ocupación y en el 
tiempo. 
Inés P. Murillo. 

242/2006 Consumption And Leisure Externalities, Economic Growth And Equilibrium Efficiency. 
Manuel A. Gómez. 

243/2006 Measuring efficiency in education: an analysis of different approaches for incorporating  
non-discretionary inputs. 
Jose Manuel Cordero-Ferrera, Francisco Pedraja-Chaparro y Javier Salinas-Jiménez 

244/2006 Did The European Exchange-Rate Mechanism Contribute To The Integration Of Peripheral 
Countries?. 
Salvador Gil-Pareja, Rafael Llorca-Vivero y José Antonio Martínez-Serrano 

245/2006 Intergenerational Health Mobility: An Empirical Approach Based On The Echp. 
Marta Pascual and David Cantarero 

246/2006 Measurement and analysis of the Spanish Stock Exchange using the Lyapunov exponent with 
digital technology. 
Salvador Rojí Ferrari and Ana Gonzalez Marcos 

247/2006 Testing For Structural Breaks In Variance Withadditive Outliers And Measurement Errors. 
Paulo M.M. Rodrigues and Antonio Rubia 

248/2006 The Cost Of Market Power In Banking: Social Welfare Loss Vs. Cost Inefficiency. 
Joaquín Maudos and Juan Fernández de Guevara 

249/2006 Elasticidades de largo plazo de la demanda de vivienda: evidencia para España (1885-2000). 
Desiderio Romero Jordán, José Félix Sanz Sanz y César Pérez López 

250/2006 Regional Income Disparities in Europe: What role for location?. 
Jesús López-Rodríguez and J. Andrés Faíña 

251/2006 Funciones abreviadas de bienestar social: Una forma sencilla de simultanear la medición de la 
eficiencia y la equidad de las políticas de gasto público. 
Nuria Badenes Plá y Daniel Santín González 

252/2006 “The momentum effect in the Spanish stock market: Omitted risk factors or investor behaviour?”. 
Luis Muga and Rafael Santamaría 

253/2006 Dinámica de precios en el mercado español de gasolina: un equilibrio de colusión tácita. 
Jordi Perdiguero García 



   
 

254/2006 Desigualdad regional en España: renta permanente versus renta corriente. 
José M.Pastor, Empar Pons y Lorenzo Serrano 

255/2006 Environmental implications of organic food preferences: an application of the impure public 
goods model. 
Ana Maria Aldanondo-Ochoa y Carmen Almansa-Sáez 

256/2006 Family tax credits versus family allowances when labour supply matters: Evidence for Spain. 
José Felix Sanz-Sanz, Desiderio Romero-Jordán y Santiago Álvarez-García 

257/2006 La  internacionalización de la empresa manufacturera española: efectos del capital humano 
genérico y específico. 
José López Rodríguez 

258/2006 Evaluación de las migraciones interregionales en España, 1996-2004. 
María Martínez Torres 

259/2006 Efficiency and market power in Spanish banking. 
Rolf Färe, Shawna Grosskopf y Emili Tortosa-Ausina. 

260/2006 Asimetrías en volatilidad, beta y contagios entre las empresas grandes y pequeñas cotizadas en la 
bolsa española. 
Helena Chuliá y Hipòlit Torró. 

261/2006 Birth Replacement Ratios: New Measures of Period Population Replacement. 
José Antonio Ortega. 

262/2006 Accidentes de tráfico, víctimas mortales y consumo de alcohol. 
José Mª Arranz y Ana I. Gil. 

263/2006 Análisis de la Presencia de la Mujer en los Consejos de Administración de las Mil Mayores Em-
presas Españolas. 
Ruth Mateos de Cabo, Lorenzo Escot Mangas y Ricardo Gimeno Nogués. 

264/2006 Crisis y Reforma del Pacto de Estabilidad y Crecimiento. Las Limitaciones de la Política Econó-
mica en Europa. 
Ignacio Álvarez Peralta. 

265/2006 Have Child Tax Allowances Affected Family Size? A Microdata Study For Spain (1996-2000). 
Jaime Vallés-Giménez y Anabel Zárate-Marco. 

266/2006 Health Human Capital And The Shift From Foraging To Farming. 
Paolo Rungo. 

267/2006 Financiación Autonómica y Política de la Competencia: El Mercado de Gasolina en Canarias. 
Juan Luis Jiménez y Jordi Perdiguero. 

268/2006 El cumplimiento del Protocolo de Kyoto para los hogares españoles: el papel de la imposición 
sobre la energía.  
Desiderio Romero-Jordán y José Félix Sanz-Sanz. 

269/2006 Banking competition, financial dependence and economic growth 
Joaquín Maudos y Juan Fernández de Guevara 

270/2006 Efficiency, subsidies and environmental adaptation of animal farming under CAP 
Werner Kleinhanß, Carmen Murillo, Carlos San Juan y  Stefan Sperlich 



   
 

271/2006 Interest Groups, Incentives to Cooperation and Decision-Making Process in the European Union 
A. Garcia-Lorenzo y  Jesús López-Rodríguez 

272/2006 Riesgo asimétrico y estrategias de momentum en el mercado de valores español 
Luis Muga y Rafael Santamaría 

273/2006 Valoración de  capital-riesgo en proyectos de base tecnológica e innovadora a través de la teoría 
de opciones reales 
Gracia Rubio Martín 

274/2006 Capital stock and unemployment:  searching for the missing link 
Ana Rosa Martínez-Cañete, Elena Márquez de la Cruz, Alfonso Palacio-Vera and Inés Pérez-
Soba Aguilar 

275/2006 Study of the influence of the voters’ political culture on vote decision through the simulation of a 
political competition problem in Spain 
Sagrario Lantarón, Isabel Lillo, Mª Dolores López and Javier Rodrigo 

276/2006 Investment and growth in Europe during the Golden Age 
Antonio Cubel and Mª Teresa Sanchis 

277/2006 Efectos de vincular la pensión pública a la inversión en cantidad y calidad de hijos en un 
modelo de equilibrio general  
Robert Meneu Gaya 

278/2006 El consumo y la valoración de activos  
Elena Márquez y Belén Nieto 

279/2006 Economic growth and currency crisis: A real exchange rate entropic approach  
David Matesanz Gómez y Guillermo J. Ortega 

280/2006 Three measures of returns to education:  An illustration for the case of Spain  
María Arrazola y José de Hevia 

281/2006 Composition of Firms versus Composition of Jobs  
Antoni Cunyat 

282/2006 La vocación internacional de un holding tranviario belga: la Compagnie Mutuelle de Tram-
ways, 1895-1918 
Alberte Martínez López 

283/2006 Una visión panorámica de las entidades de crédito en España en la última década. 
Constantino García Ramos 

284/2006 Foreign Capital and Business Strategies: a comparative analysis of urban transport in Madrid and 
Barcelona, 1871-1925 
Alberte Martínez López 

285/2006 Los intereses belgas en la red ferroviaria catalana, 1890-1936  
Alberte Martínez López 

286/2006 The Governance of Quality: The Case of the Agrifood Brand Names 
Marta Fernández Barcala, Manuel González-Díaz y Emmanuel Raynaud 

287/2006 Modelling the role of health status in the transition out of malthusian equilibrium 
Paolo Rungo, Luis Currais and Berta Rivera 

288/2006 Industrial Effects of Climate Change Policies through the EU Emissions Trading Scheme 
Xavier Labandeira and Miguel Rodríguez 



   
 

289/2006 Globalisation and the Composition of Government Spending: An analysis for OECD countries 
Norman Gemmell, Richard Kneller and Ismael Sanz 


	Ismael Sanz
	Abstract
	No concluding result
	Table 2: Classifications of Government Expenditure by Function


	Pure goods

