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The Politics of Economic Inequality in Rich Democracies

Can politics explain why some countries have much more economic inequality than others? Left parties commonly offer policies that they claim will lessen inequality, but does the election of Left parties to office really have any effect on economic inequality?    Or is economic equality (or lack thereof) independent of politics?  

In this paper, we ask you to address these questions, both theoretically and empirically.  You should begin the essay by reviewing existing theory and research on politics and inequality, explaining the possible role of parties and elections in addressing the issue of economic inequality.  If, as some research and theory suggest, Left party power is correlated with less economic inequality, you should consider reasons why the correlation might be spurious – that is, caused by factors other than the election of Left parties to office. (Recall that the relationship between two variables, X and Y, is spurious if it is due to a Z-factor that has caused both X and Y.)   

Having developed expectations from previous research about the relationship between Left power and equality, you should turn to the data to see if the expectations are correct.  The data for this exercise are provided in a spreadsheet called Income Equality Dataset, which is on the PS 6 class webpage.  The data involve 16 rich democracies, and include two variables of particular interest:

· Left.  The percent of cabinet ministries controlled by Left parties over the period 1960 to 1990.

· Bottom 10.  The share of national income earned by citizens in the bottom one-tenth of the income distribution in 1990.  In a situation of total equality, the bottom tenth of society would get 10 percent of the income generated by the nation’s economy; in these data, the poorest tenth of society always get less than a one tenth share of national income.

You should make a properly labeled scatterplot showing the relationship between these two variables.  You should also run a regression to determine the relationship between the two variables and report the results in a table that includes the following information: slope, intercept, SE of slope, p-value of slope, r-square, and number of cases.   You should also produce a write-up in which you describe the main pattern in the scatterplot, and also assess the substantive, statistic and causal significance of the results from your regression table.  Overall, you should discuss the graph and regression results in light of your discussion in the previous section.  That is, you should discuss the extent to which your results are consistent or inconsistent with previous theory and research on the effect of Left party power on income inequality.

In the course of your discussion of causal significance, you should make an empirical (that is, data-based) assessment of whether there are any Z-factors that could create a bias in the relationship between Left Power and the income share of the bottom tenth of society.  The dataset contains several variables which might possibly be Z-factors.  Based on your theoretical discussion in the previous section, pick one of these variables and make scatterplots to determine whether it is in fact associated with both X and Y. (To be clear, this will require making two scatterplots, one for Z and X and the other for Z and Y; both scatterplots should be properly labeled.)  If your Z-variable turns out to be associated with X and Y, it would undermine your confidence that the X-variable (here Left power) is a true cause of Y (income share).

In the course of your discussion of substantive significance, you might find it useful to assume that a typical family of four in the bottom tenth of the U.S. income distribution in 1990 had a total family income of about $15,000.  Given this assumption and the results of your regression, how much would the income of such a family change if Socialists held 80 percent of the cabinet seats in the U.S. over the period 1960 to 1990 rather than, as the data say, zero percent of the cabinet seats?  You are not required to answer this question, but thinking about it might help you to assess whether Left control of government would make a difference big enough that people would care about it – that is, a substantively significant difference.

Little research in political science is conclusive. We therefore ask you to write a paragraph near the end of the paper in which you assess what kind of additional data or analysis would enable you to reach stronger conclusions about the relationship between Left power and inequality.

The paper should conclude with a paragraph that summarizes what the paper has found (or failed to find) about the relationship between politics and income inequality.

From PS 50, you have an ample basis for discussing the expected relationship between Left Power and income inequality, and for identifying possible Z-factors that might offer an alternative explanation for the (apparent) relationship you may find between left power and income inequality.  From PS 6, you have an ample basis for assessing relationships between variables.  The task of this assignment is to bring material from the two classes together in an engagingly written essay. 

****************

Grading standards for this assignment are on the next page.

	Allocation of points in grading
	PS 6
	PS 50

	
	
	

	Informative title
	1
	1

	Proper opening sentence & paragraph?
	2
	2

	Theoretical discussion about politics and left power.
	5
	25

	Theoretical discussion of Z-factors that could make
	
	

	     it hard to determine true relationship between X and Y.
	5
	25

	
	
	

	Description of the variables used in analysis
	1
	

	Properly labeled scatterplots (total for 3 of them)
	10
	

	
	
	

	Regression results:
	
	

	Clearly presented regression table
	2
	

	Discussion of statistical significance
	2
	

	Discussion of substantive significance
	15
	15

	Discussion of causal significance, including
	
	

	    possible Z-factor(s)
	15
	15

	
	
	

	How to strengthen future research
	5
	5

	Conclusion and summary
	2
	2

	
	
	

	Is the paper written in a clear and engaging manner?
	10
	10

	
	
	

	
	
	

	Total
	75
	100


