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Abstract

I argue that political elites have chosen not to compensate the potential losers of

globalization because there is either a lack of adequate demand from voters, too low

of a threat from populist entrants, or too high of a threat from traditional rivals.

Using several proxies for these mechanisms, I test implications on 49 countries from

1990-2020. No evidence is found for the theory but the potential for empirical and

theoretical refinements is possibly high.

1 What Needs Explaining

It is argued by many social scientists that there has been a recent and significant increase

in illiberalism around the world and, further, that this observation is driven by some combi-

nation of economic and cultural preferences that varies across domestic populations.1 In a

stylized example of the economic reasoning, Colantone and Stanig (2018) affirm that global-

ization and the “Failure to manage the adjustment costs of trade, through effective compen-

sation and redistribution policies, would then drive voters’ dissatisfaction with the incumbent

elites” (p.2). Some accounts of rising illiberalism take this story as their departure point,

proceeding to explain why voters respond to incumbency failure in the particular way that

they do (e.g., voting for the far-right, as in Malgouyres 2017).

However, it is unclear why incumbents “failed” to appease so-called losers of globalization

in the first place. Indeed, according to Dani Rodrik (2018) the populist “... backlash was

perfectly predictable” (p. 12). So why would political elites, who on average are presumably

more educated and more aware of politico-economic phenomena, not compensate the voting

losers of globalization policies that they created?

1All code and data are available in the GitHub repository with the same title.
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More precisely, I want to explain the variation in incumbent responses to accelerating

globalization. In figure 1 and figure 2 I present variation in how one type of potential

political incumbent, political parties, potentially responded to increasing globalization by

making their party platforms more anti-globalist or not. Being “anti-globalist” was mea-

sured as scoring higher than a 1 (mean 0.73, sd 1.92) on a combined measure of “negative

internationalism” (item per109) and “negative multiculturalism” (item 608) of the Manifesto

Project (Lehmann et al. 2022). Figure 1 focuses on countries where popular political parties

(more than ten percent vote-share in the legislature) shifted their platforms to become more

anti-globalist while figure 2 shows countries with parties that became popular (earning more

than ten percent legislature vote-share) only after having an anti-globalist platform.

If one is willing to assume that this exercise taps party efforts to appease losers of global-

ization and that the voters in each of these countries demand appeasement, then the figures

suggest interesting variation in elite behavior. In some countries, like Sweden, already popu-

lar political parties presumably failed to adequately appease voters since they lost vote-share

to new political parties (i.e., the Sweden Democrats) who were more staunchly opposed to

globalization. In other countries, like Austria and the United States (U.S.), already popular

political parties managed to adjust and shift party platforms to espouse more anti-globalist

sentiment. Without these assumptions, the figures at least show that one type of incumbent

political elite, popular political parties, have not exhibited uniform rhetorical behavior de-

spite globalization rising in nearly every country (at least in terms of global trade, see the

United Nations Conference on Trade and Development 2022).

This work hopes to contribute to the mired debate on cultural and economic influences

on populism or rising political illiberalism by helping scholars better understand why voters

have become disillusioned with the status quo in the first place. Instead of departing with

the assertion that voters have been failed by incumbent elites and are thus seeking some

specific alternative, it is helpful to first know how and why elites may have failed to respond

in comprehending the exact aftermath of this failure. In other words, the typical story that

2



rising globalization hurt segments of the population who then turned to alternative forms

of politics does not fully explain why incumbent elites did not offer recompense, especially

in cases where new rivals emerged to do so. The behavior of these incumbent elites was

likely instrumental in shaping the alternatives available to voters and the expectations of

those voters, making it imperative to fully comprehend incumbent behavior if studying the

performance of their newcome rivals.

Figure 1: Countries with political parties that scored higher than a one on “anti-globalism”
after they have already possessed more than the ten percent vote-share threshold for popular
or incumbent status.
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2 Why It Needs Explaining

Globalization is typically thought of as a process of growing interconnectedness between

countries, usually discussed in terms of the outcomes it produces. Sociologists may focus on

how globalization is the increasing similarity of cultures or social structures worldwide, for

instance (e.g., Robinson 1998). For the purposes of this paper, I will largely be referring to

the economic results of globalization, such as increasing trade and the integration of markets.

Whether it is a substantial influx of imports from distant countries or exporting produc-

tion to previously closed economies, these by-products of globalization have distributional

consequences. Particularly, globalization can be associated with job losses for workers of only

a particular sector (e.g., Margalit 2011; Autor et al. 2020) or wage reductions for certain

industries from automation (e.g., Broz, Frieden, and Weymouth 2021), for example. For

these reasons, it is theoretically stipulated that governments will redistribute some of the

gains from the trade to avoid increasing inequality or affecting other negative externalities

(Rodrik 2018, pp. 16-17). Hypothetically, redistribution could occur through tax and trans-

fer schemes or preserving current redistributive things that are thought to be vulnerable to

globalization, such as welfare.

The typical story as to why compensation does not occur as theorized is because it is

costly and the government has little incentive to compensate losers of trade deals after already

gaining their consent to sign them (Rodrik 2018, p. 17). However, costliness and attractive

false promises do not sufficiently explain why political leaders refuse compensation for at

least two reasons: the cost is borne by the government at large (i.e., others) and political

leaders are also often members of political parties subject to electoral competition. While

compensation may be “costly” in the abstract, the money required for border control (to

secure welfare benefits for current citizens) or the implementation of taxes and transfers (to

directly redistribution trade gains) does not cost anything for the individual politicians in

the party vulnerable to rivals offering such compensation. In fact, if their party was beat

in upcoming elections and subsequently lost their position in government, these politicians
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would have little to no access to government funds and experience the truly costly inability

to fulfill campaign promises and maintain both office-seeking and policy benefits.

Figure 2: Countries with political parties that scored higher than a one on “anti-globalism”
as they crossed the ten percent vote-share threshold for popular or incumbent status.
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Thus, the decision not to compensate must instead be between the probability of los-

ing office to others who are willing to compensate (e.g., new populist entrants) and the

probability of alienating voters who do not seek compensation and losing office to more tra-

ditional rivals. In other words, party leaders must either have relatively high expected costs

to changing their policies to suit the losers of globalization or relatively low expected costs

of doing nothing if they are observed not to compensate. Below I offer three potential ex-

planations for why these probabilistic costs may be relatively high or low and subsequently,

why incumbents have not compensated losers of globalization.

3 Potential Explanations

Political leaders, often being members of political parties and thus party leaders, have a

trade-off to face when considering compensating the losers of globalization. I argue that this

trade-off is captured by the following simple relationship:

E[compensate] = E[Pr(nothing)− Pr(change)], (1)

where political leaders engage in compensation when the expected probability of losing

office from not compensating (i.e., doing nothing) is higher than the expected probability

of losing office from changing their party platforms to appease certain constituents through

compensation (i.e., changing their platforms).

I argue that there are three main ways in which the expected benefit of compensating

losers is negative. Firstly, there may be inadequate voter demand for compensation such

that the probability of losing office from doing nothing is sufficiently low. Secondly, there

could be high (low) electoral thresholds such that new, populist entrants are less (more)

likely, decreasing (increasing) the probability of losing office to new entrants who can offer

compensation. Thirdly, international constraints could make compensatory changes to policy

particularly alienating for voters such that there is a higher expected probability of losing
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office from traditional rivals.

3.1 Demand-side

In an interesting investigation into the redistributive demands of voters in California, U.S.,

Thomas Flaherty (2022) finds evidence that voters support redistribution only after being

exposed to inequality at the local level. Building on this idea that voters may not always

support redistribution and assuming that the economic consequences from globalization are

locally distributed in different ways between countries, it is possible that the losers from

globalization in a particular country are unable or even unwilling to collectively push for

compensation from political leaders. This would decrease the probability that these leaders

lose office to rivals who may offer compensation, leading them to do nothing and not engage

in compensation.

If it were true that political leaders failed to employ compensation because voters were

collectively hampered in calling for compensation due to local distributions of inequality,

it should also be true that observed party platforms should become more anti-globalist as

inequality spreads at the local level.

H1 : Party platforms should become more anti-globalist as inequality rises across (2)

a greater number of local units.

3.2 Supply-side

3.2.1 Threats from Entry

Institutional factors can affect the probability that political leaders lose office to newcomers

who may offer compensation. In particular, lower electoral thresholds, or the minimum

percent vote-share required for a party to be considered in an election, may be a determinant

of how new parties arise that could challenge incumbents on the issue of compensation. I
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argue that lower electoral thresholds should make it more likely that if a political leader

decides against compensation, the a new party can enter to offer compensation and increase

the probability the political leaders loses office from doing nothing. That is, as electoral

thresholds rise, compensation should be less likely to occur in expectation.

If it were true that higher thresholds make compensation less likely, it should also be true

that observed party platforms will become less anti-globalist across countries as electoral

thresholds increase.

H2 : Party platforms will become less anti-globalist as electoral thresholds rise across (3)

countries.

3.2.2 International Constraints

I further argue that a country’s position on the global stage can make it costly for political

leaders to change party platforms to compensate citizens. Depending on the form of com-

pensation, taking action to protect potential losers can upset international allies or cause

a country to lose status on the international stage. For example, if a country attempts to

prevent immigration to protect redistributional benefits for current citizens, it could dam-

age relations with neighbors or international organizations. To the extent to which Italy is

attempting to stem immigration to compensate citizens for globalization losses, they serve

as an example of how domestic compensatory policies can spurn international backlash (see

European Union warnings to Italian PM Meloni Neely and Kerry 2022). Compensation

could also be executed by first taxing richer citizens or corporations. Doing so, however, has

proved difficult for the Biden administration in the U.S., who face possible capital flight if

they raise corporate taxes (see White 2021). Consequences like these may alienate tradi-

tional supporters of parties who do not demand compensation, thus raising the probability

the political leaders will lose office to more traditional rivals who will not offer compensation.

If this were true, then I claim that it should also be true that countries more reliant
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on globalization for political or economic success will have more constraints on the ways in

which they can compensate domestic losers of globalization. If countries are more reliant on

the international system, meaning perhaps they depend on foreign aid, are weaker members

of alliances, or do not have abundant natural resources, then political leaders risk harming

constituents who do not need compensation by taking compensatory action that damages the

country on an international scale and increasing the probability that they lose to traditional

rivals.

H3 : Countries that are more economically independent will be more able to (4)

compensate losers of globalization and thus have more political parties that

change their party platforms to be more anti-globalist.

4 Research Design

To operationalize these hypotheses I used the following proxies. For inequality’s relationship

to changes in party platforms (H1), I collected observational data on inequality (Chancel et al.

2022) at the country-level. The specific measure is the proportional of the wealth owned by

the top one percent of the country’s population. While the implication describes inequality

at local levels, higher country-level inequality may be proxy for local-level inequality. For

(H2), that party platforms should become less anti-globalist as electoral thresholds increase,

I collected data on election systems (Golder and Bormann 2022; Bormann and Golder 2022)

and used a measure for the effective number of political parties in the legislature. When

electoral thresholds are low, there should be a larger number of political parties in the

legislature, on average. I collected observational data on gross domestic product (GDP) per

capita (United Nations Statistics Division 2019) to proxy for economic independence, as in

(H3). I argue that GDP is an adequate proxy because countries with more wealth should be

more free to compensate citizens as they please, since the international ramifications from
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curbing globalization should be cheaper for these countries.2

My empirical model is as follows:

Platformit = αi + β1Inequalityit + β2Partiesit + β3GDPit + λt + εit, (5)

where the average level of anti-globalism (as described earlier) of all party platforms

(Platform) in a given country (i) and year (t) is a linear function of country specific intercepts

(αi), the common effect of inequality in a country-year (β1Inequalityit), the common effect

of the number of parties in a country-year (β2Partiesit), the common effect of GDP per

capita in a country-year (β3GDPit), year effects (λt), and an independently and identically

distributed, random disturbance (εit). In accordance with the respective hypotheses, β1

should be positive and significant, β2 should be negative and significant, and β3 should be

positive and significant.

None of the hypotheses find support in table 1. Interestingly, the coefficients on β1 and β3

are statistically different from zero and in the opposite direction of the respective hypotheses.

That is, it appears that inequality and GDP per capita are inversely related to how “anti-

globalist” the average party platform is in a country-year. The coefficient associated with

H2, β2, is in the correct direction but not statistically distinguishable from zero.

2The countries included are Albania, Armenia, Australia, Austria, Belgium, Bosnia-Herzegovina, Bul-
garia, Canada, Croatia, Czech Republic, Denmark, Estonia, Finland, France, Georgia, Germany, Greece,
Hungary, Iceland, Ireland, Israel, Italy, Japan, Latvia, Lithuania, Luxembourg, Malta, Mexico, Moldova,
Montenegro, Netherlands, New Zealand, North Macedonia, Norway, Poland, Portugal, Romania, Serbia,
Slovakia, Slovenia, South Africa, South Korea, Spain, Sweden, Switzerland, Turkey, Ukraine, United King-
dom, and the United States.
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Table 1:

Dependent variable:

Anti-Globalist Platform

Inequality −1.11∗∗∗

(0.363)

Effective Parties 0.0034
(0.0039)

Logged GDP per capita −0.338∗∗∗

(0.081)

Constant 2.56
(0.585)

Observations 1,519
R2 0.446
Adjusted R2 0.415
Residual Std. Error 0.796 (df = 1437)
F Statistic 14.308∗∗∗ (df = 81; 1437)

Note: ∗p<0.1; ∗∗p<0.05; ∗∗∗p<0.01
Panel-corrected Standard Errors in Parentheses
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5 Discussion

There are two takeaways for future research. Firstly, the empirics of this paper should be

improved to help determine if the proxies employed were mismeasures of the true phenomena

of interest, the empirical model is otherwise misspecified, or the dependent variable is inap-

propriate for testing the implications. Theoretical temporal and spatial lags of the variables

should also be considered.

Secondly, barring possible empirical improvement, there should be substantial reconsider-

ation of the theory advanced here given the tests of its implications. Without more evidence,

it still remains largely unexplained why political incumbents would refuse to compensate vot-

ers who are worse off from policies they created that advanced economic integration. There

are other “types” of political incumbents besides the party leaders and their associated party

platforms considered here and other measures of compensation that should be analyzed be-

sides rhetorical party platforms. All of these refinements should be explored before drawing

strong inferences from this line of research.
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