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ABSTRACT

For many citizens, public services are the most direct and tangible output of the democratic
process, and yet in the past thirty years policymakers have privatized a broad swath of these
services. This paper asks whether this privatization of state services changes citizens’ willingness
to use the ballot box to hold governments to account for service performance. It argues that
citizens can hold governments to account for privatization, but only if they have genuine political
alternatives. Where quality falls with privatization and citizens can vote for an anti-privatization
party, what we call a clear signal, privatization can mobilize citizens to sanction incumbents. By
contrast, where quality falls but there are few anti-privatization alternatives, a mixed signal,
privatization reduces sanctioning behavior. To test this theory, the paper draws on a panel
difference-in-difference analysis of disability reform from the United Kingdom, leveraging a
geographically varied introduction of private provision across two political contexts.
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Introduction
For many citizens, public services are the most direct and tangible output of the

democratic process. It is in schools, benefit offices, and even the department of motor vehicles,
that the bulk of citizens’ interactions with the state occur. In the last thirty years, however,
policymakers have radically reformed many public services, reshaping both the conditions and
choices citizens have in receiving benefits and allowing new private actors to provide them.
Today, countries as varied as the United States, Sweden and the Netherlands contract out to
private actors a range of services that once were the remit of the state.'

Despite the centrality of public services to citizens’ democratic experiences, we know
little about the effect that these shifts have had on citizens’ ability to make democratic choices.
Does the privatization of the delivery of state services change what citizens want from
government? Their willingness or ability to use the ballot box to hold governments to account?
Answering these questions offers both a theoretical and empirical challenge.

First, at a theoretical level, why might the identity of a service provider matter to citizens’
ability to make democratic choices? The idea that voters are able to hold governments
accountable for policy is at the core of many theories of representative government, which often
equate democracy precisely with the ability of citizens to select and sanction leaders in line with
their preferences.” Yet, much work on the rise of so-called ‘neo-liberal’ or marketized practices
within the state implicitly or explicitly suggests that they hollow out electoral accountability,
reducing both the scope of elected leaders’ democratic control and the capacity of citizens’ to
exercise electoral choice. For example, recent literature in American politics argues that citizens
have less knowledge of “submerged” or low-visibility programs, particularly those provided non-

publicly, making it harder for them to demand changes to these services through the ballot box.’



The underlying assumption of this work is that citizens’ capacity to exercise political ‘voice’
falls with privatization.*

Second, evaluating the claims about why the privatization of public service delivery
might matter for voters’ choices is empirically complex. A fruitful line of research in recent
years has looked to reverse the causal arrow between democratic demands and public policy,
asking whether and to what extent public policy shapes the nature of democratic politics and
‘feeds back’ into public life.” However, disentangling the causes of policies from their effects
has proven empirically difficult. Positive findings suggesting large feedback effects from
institutions to attitudes often suffer from serious identification problems® while other work shows
inconsistent or null results with respect to policy feedback.” These inconclusive results stem
from a broader problem in this research agenda: many studies lack the over-time data to assess
whether changes in ideology or voting cause, or are caused by, privatization.

This paper offers a novel theoretical and empirical examination of these questions. It
argues that privatization does indeed affect the ability of voters to hold governments to account
for changing services, but not in a uniform way. When citizens consider their experiences of
service provision in casting a ballot, they need to balance two sets of considerations: an
evaluation of who is responsible for the service and an ideological belief about how services
should be organized. Where the message they receive from their service experience about
whether to punish or reward the incumbent is congruent with the ideological positioning of the
incumbent, what we call a clear signal, changes in services, including privatization, can mobilize
citizens and increase voters’ ability to reward/sanction incumbents. By contrast, where citizens’

experiences push them to reward or punish an incumbent who is relatively ideologically at odds



with this choice, a mixed signal, privatization is likely to reduce reward/sanction behavior but not
necessarily participation.

To put this argument more concretely, if privatization reduces quality, citizens can hold
governments to account if they have an anti-privatization alternative, but cannot where they lack
such alternative. Where privatization is opposed by a strong anti-privatization party, citizens
using the service receive a strong clear signal to vote for the opposition. By contrast, if this same
quality-reducing privatization is introduced by a left-government without a clear anti-
privatization alternative, then citizens need to balance the signal they receive from their
evaluation of the service (to punish the incumbent) and the ideological signal they receive from
increased vulnerability at the hands of the private sector (to vote for the left). In this ambiguous
situation, we argue that voters are likely to weigh their ideological consideration above the desire
to punish governments. The converse logic applies with quality improvements.

In order to test this theory, we draw on a panel difference-in-difference analysis of
disability reform in the United Kingdom. From 2003 to 2007, the left-of-center Labour
government expanded work requirements for the disabled and privatized the delivery of work
support to non-state actors. However, the central government rolled out privatization in
geographically variable stages, providing a rare window into an exogenously imposed benefit
reform provided by public providers in some regions and private providers in others. We
examine the implication of this shift using longitudinal survey data of recipients that enables us
to examine different reactions to the changing benefit structure. We further test differences in
England, where the core opposition party was pro-privatization, and in Scotland, where the

electorally viable Scottish National Party competed to the left of Labour.



In line with expectations, we find that in England, disability recipients received a mixed
signal from the privatization experience, becoming more pro-Labour than their counterparts
receiving public services, despite a steeper decline in service quality. By contrast, in Scotland
voters experiencing private services received a clear signal. These voters became more anti-
Labour, and pro-SNP, than their public counterparts. These findings suggest that, at least in the
short-run, citizens can hold governments to account for worsening private services, but only
when they have genuine political choices over the scope of privatization.

The paper is organized as follows. The first section of the paper reviews the literature on
policy feedback and our own theorization of the effects of privatization on attitudes. We then
provide background on the British reforms before turning to our data and identification strategy.
We then present our main findings as well as a series of robustness checks. We conclude by

reflecting on steps forward.

Privatization and Accountability: do changes in the state affect how voters

behave?

Classic models of voting often assume that citizens can and do sanction and reward
government for performance. This work generally focuses on macro-economic performance
rather than specific policies®; however, the claim that voters both select and sanction politicians
on the basis of the performance of public services is both at the heart of a number of models of
the democratic process and empirically supported in a number of cases. ’

In practice, though, the degree to which voters both can evaluate whether a service is
performing well and actually draw on this retrospective policy evaluation in voting is

controversial.'® A first problem is that voters, who often have low-levels of information and face



competing demands on their attention, cannot evaluate each and every public service or policy
that affects them. Second, and more fundamentally, most voters cast only one ballot, but inhabit
a complex policy space. Even when voters have strong views about the quality of a public
service or given policy they always need to balance a desire to punish or reward governments for
it with a desire to select ideologically proximate parties.

When can voters evaluate policy performance? How do they balance these evaluations
with ideological concerns? We draw on a large literature on policy feedbacks to argue that the
structure of policy itself is not neutral with respect to these dual calculations. Different policies
offer different cues to voters as to how to a) evaluate their experiences and b) connect these

experiences to mainstream parties.

Two channels for policy feedbacks: an evaluative channel and an ideological channel

First, in order for citizens to vote retrospectively on policy performance, they need to
make an evaluative judgment—that is, they need to judge the quality of a service and identify
who is responsible for it. A large body of work on economic voting suggests that where there
are clearer institutional lines of accountability voters place more weight on retrospective
evaluations.!' Much work on public services also suggests that the structure of policies
themselves can also send cues to voters about political responsibility, easing, or making more
difficult, the burden of connecting performance to voting.

Recent work on Latin American democracies, for instance, has examined whether voters
reward incumbent politicians for the expansion of cash-transfer programs. These studies show
that program expansion does yield a short-term pro-incumbent effect and in contrast to more

targeted and locally delivered programs, which voters tend to associate with local ‘patrons’, the



centralized and bureaucratic structure of these programs encourages voters to reward incumbents
rather than a single party.'> Put differently, the design of the program leads voters to associate
improvements in their well being with the incumbent government, mobilizing turnout among
lower-income recipients.

Similarly, a number of studies of policy feedback in the United States look to trace the
effects of receiving benefits on the likelihood of participating in politics. This work, which is not
primarily aimed at studying retrospective voting, nonetheless has implications for it. Suzanne
Mettler finds that the GI Bill, which provides education benefits for veterans, helped to promote
more civic participation among beneficiaries, something Andrea Campbell also finds in her work
on older voters receiving social security.® In both cases, citizens receiving high quality services
both have additional resources that facilitate participation and receive clear cues from the
program structure that government activity has consequences for their everyday lives. In
contrast, Joe Soss finds that receiving more punitive and targeted welfare benefits reduces
participation and trust among recipients;'* here, citizens know that government matters to their
lives, but have fewer resources to participate and receive fewer cues that their vote will actually
affect services. Program design affects whether citizens can easily identify them as a public
responsibility and associate program performance with democratic control of the state itself.
Where this burden is eased, citizens are more likely to mobilize around their evaluation of the
program, and vice versa.

Second, existing literature suggests that citizens do not just vote to reward and sanction
politicians, they also vote based on their ideological beliefs about the proper role of government,
something policy also affects. A long line of work on policy feedback has argued that policies

might directly shape attitudes, with more generous programs breeding both higher levels of



support and lower societal conflict than less generous programs. > Studies of these claims have
yielded mixed empirical support; yet more recent work, employing experimental designs or
panel data, has found that changing circumstances can shape voters’ ideology.'®

Cross-sectional analysis suggests that individuals with higher levels of risk or lower
income tend to be less economically and politically conservative.!” However, at any given
moment in time, citizens’ develop their ideological stance based on past experiences and
prospective concerns about the future.'® Policies that change future risk can produce ideological
shifts. Yotam Margalit’s work on the Great Recession, for instance, finds that as individuals feel
more economically insecure (from losing a job), they tend to become less conservative; in
contrast, Ben Ansell finds that as individuals become more economically secure (from rising
house prices) they become more conservative. '° While these changes in income or risk are
indirectly related to policy, work by Erickson and Stoker finds a direct long-lasting effect to
policy change on attitudes towards the state. They examine the effects of the Vietnam draft on
voters’ preferences, finding that men with more risk of being drafted became less conservative
and more likely to vote for the Democrats than men with a lower draft risk.”” In each case,
policy change, by indirectly altering individual risk or directly altering future costs, had a
feedback effect on core attitudes, prompting ideological shifts.

Policy design then, can both affect how citizens evaluate government performance and

what they want from it — their basic ideological stance.

Privatization: Sanctioning the Service and Selecting the Politicians
Drawing upon these literatures, we argue that understanding the impact of privatization

on voting requires examining how it both affects two calculations that citizens must make in



voting: a) the way they evaluate incumbent politician’s performance over service quality and b)
their ideological preferences over the role of the state in service delivery.

First, when it comes to evaluating a service, simple models of retrospective
accountability suggest that the effects of privatization on party support will largely follow from
their impact on quality. In this logic, voters evaluate private services in an equivalent manner to
public services, rewarding governments for quality improvements and punishing them for quality
erosion. Although scholars debate whether the privatization of service delivery is likely to
improve or worsen services, most agree that managing services via competitive or contractual
mechanisms has the potential to change service quality.”’ Even where the public sector
mandates a particular level of service provision, private providers have incentives to differentiate
the way they provide services. Supporters of privatization argue that this diversification will
increase effectiveness and responsiveness to client needs; by providing better (health, education,
job placement) quality services, the private provider is effectively providing more to the client.*?
By contrast, others argue that where contracts provide relatively fixed levels of remuneration and
leave aspects of quality underspecified, profit-oriented providers may reduce quality. >

In the domain of job-seeking services, those examined in this paper, a major risk to
quality comes from incentives for providers to engage in so-called ‘creaming and parking’.
Creaming occurs where providers select ‘easy’ cases (those with a low cost of placement),
excluding or providing lower quality services to others, so-called ‘parking’.** While concerns
about creaming and parking occur for public and private providers alike - as both may be
sensitive to financial incentives - these risks are likely to be amplified among private providers
who have more direct financial considerations based on their ownership structure. Creaming and

parking effectively cut benefits for certain groups, who receive less intense service provision.



On a simple reading of retrospective accountability, if private provision leads to more
creaming and parking, it should also lead to more sanctioning by voters, who look to punish the
incumbent for poor quality services. However, privatization might not only affect the way
services are provided but also citizens’ ability to connect private provision to the democratic
process. Recent work on public attitudes in the United States suggests that privatization is likely
to limit the information recipients have about public responsibility; affecting their capacity to
connect their experiences to the political process. Suzanne Mettler argues that within the

’?> Where benefits are largely

American context, social programs vary in their ‘submergence.
provided through the tax system, she shows that citizens have much lower levels of knowledge
than when they are receiving a direct benefit. Andrea Campbell and Kimberly Morgan show
similar patterns on the delivery side, examining the overall structure of public-private mixes in
the US health care system. They emphasize that the complexity of the privatized, “delegated
welfare state” reduces the information citizens have about who is responsible for social
provision. Crucially, Campbell and Morgan argue that even where benefits changes make a
substantial direct material difference for recipients, who delivers these changes matters. The lack
of clarity as to whether a service or benefit is public or private limits voters’ ability to reward or
punish incumbents for performance. Campbell and Morgan, for instance, find that the 2003
Medicare reforms, a signature policy of President Bush that expanded benefits for seniors, had
little effect on public support for the Republican Party.

The implication of both Mettler and Campbell and Morgan’s work is that at a given level
of quality, citizens experiencing private services will have less information about government

responsibility than those using publicly provided services, even when the service itself is quite

visible to recipients. To use our language, there is a weaker evaluative feedback from
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privatization. Taking these points together, we argue that privatization is likely to push voters to
reward or punish incumbents largely based on its impact on quality, but that all else equal, the
effects of quality changes on voting are likely to be weaker for private than public services.

Second, crucially, shifts in quality do not just affect whether voters wish to reward or
punish incumbents, but also recipients’ attitudes, a change that need not be congruent with the
reward-punishment calculus. Whereas privatization has the potential to weaken the evaluative
signal, it can in fact, strengthen this ideological signal. Privatization is not uniformly
information reducing. Voters experiencing newly better or worse services — now provided by the
private sector — have new information about the efficacy of private services. Where services
deteriorate, voters are likely to feel more vulnerable and insecure. Where this shift occurs
alongside privatization, citizens are also more likely to blame the private sector — pushing them
to the left of the political spectrum. By contrast, where private services increase quality, citizens
both feel more secure and are likely to support the private sector, pushing them to the right.
Here, privatization increases the strength of the ideological signal.

Taking these points together, we make the following predictions. Privatization, like
changes in public services more generally, has the potential to affect both retrospective
evaluations of incumbents and the ideological selection of parties. Where privatization reduces
quality, citizens simultaneously look to blame incumbents and move to the left. Where the
incumbent is right-wing, and there is a clear anti-privatization alternative, then the newly worse
private service provides voters with information that clarifies the connection between their
service experience and their political choices. They blame the private sector for worse
performance and thus are more ideologically attracted to the state, positions that are congruent

with an anti-incumbent vote. Compared to public recipients, who are caught between
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simultaneously blaming the state for worsening conditions and the incumbent, performance
erosion provides a clearer signal to private recipients to sanction the incumbent.

By contrast, in an identical situation where the incumbent is a left-wing party, recipients
have a less clear signal. Here, the recipients’ negative evaluation of private providers again
pushes them to left, yet voting left would imply rewarding the incumbent for worse performance.
In the case of a mixed signal, given the potential informational erosion about public
responsibility, we hypothesize that the ideological signal is likely to be stronger than the
evaluative signal, leading to more left voting than a similar quality erosion delivered by the
public sector.

The reverse is true in a situation of quality improvement. Where a private actor improves
quality and the incumbent is to the right, voters receive a clear to reward the incumbent. By
contrast, quality improvements by the private sector during a left incumbency deliver a more

ambiguous signal to voters. Figure 1 summarizes our expectations.
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Incumbent

Evaluative Signal

Ideological Signal

Outcome

Quality Down
Left

Right

Punish

Punish

Move Left

Move Left

Mixed Signal:
Privatization reduces signal
clarity, reduced sanctioning

Clear Signal:
Privatization heightens signal
clarity, more sanctioning

Quality Up
Left

Right

Reward

Reward

Move Right

Move Right

Mixed Signal:
Privatization reduces signal
clarity, reduced rewarding

Clear Signal:
Privatization Heightens signal
clarity, more rewarding

Figure 1: Theoretical Argument

The net effect of privatization then, depends first on whether it leads to a negative or

positive evaluation of the incumbent and then second whether the signals are ideologically

congruent with the positioning of incumbent. This theorization contrasts to both models

suggesting that voters reward/sanction incumbents for quality changes in public and private

services in an equivalent way as well as those that suggest private services uniformly reduce

voters’ ability to reward/sanction. Instead, we argue that privatization both affects how citizens

evaluate incumbent responsibility and how they position themselves ideologically; where these

two calculations go together, it enhances sanctioning by private recipients and where they do not,

it reduces it. More concretely, where the incumbent is on the Right, we expect recipients to

respond to quality decreases from privatization by engaging in more sanctioning than they would

have for an equivalent quality reduction by the public sector, but we expect less sanctioning if



the incumbent is on the Left. Where privatization improves quality, we expect an incumbent
Right government to reap more rewards than they would for an equivalent improvement in
public services, with an incumbent Left government to be less rewarded than they would have

done for public providers.

In the following pages, we describe the setting in which we test our predictions—the
privatization of disability benefits in the UK—and outline our empirical strategy. Because our
expectations about voter behavior in any given setting depend both on the political context and
on the direction of quality change under private provision, we provide evidence that private
provision was associated with lower quality and outline the different political contexts that
existed in England/Wales (mixed signal) versus Scotland (clear signal). This sets the stage for

the presentation of our empirical test of the argument.

The Setting: Reshaping Disability Benefits in the UK

Our paper explores the consequences of privatization through the lens of the introduction
of privatized employment services to the disabled in the United Kingdom. Over the past three
decades, successive UK governments have introduced a number of dramatic changes in the
structure of policy aimed at supporting the disabled, including both work-based welfare
conditionality and private provision. *°

In the UK, people with disabilities were traditionally eligible for a number of income
support programs, the core being a partially contributory fund called Incapacity Benefit (IB).
Until the early 2000s, eligibility for IB followed from a relatively loose medical assessment, and
did not include work conditionality. The Labour government (1997-2010), motivated by

substantial increases in the number of individuals receiving IB between 1985 and 1995, pledged
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to reduce by one million the number of individuals claiming IB and reintegrate many people with
disabilities into the workforce.?” In 2003, it introduced the Pathways to Work (PTW) program,
which entailed a radical departure from the previous model of government support for IB clients;
introducing both greater benefit conditionality and new support services. We focus on these
shifts in structure, which were partially privately delivered.”

The Pathways program (as it is known) required all new and returning IB claimants aged
18 to 65 to attend a series of six mandatory Work Focused Interviews (WFIs) with an advisor
during their first or second year on the benefit. In these meetings they were expected to
cooperate with a personal advisor about their prospects for obtaining work, and to identify
activities and training which would help them attain that goal.** In addition to the mandatory
WFI program, participants were also offered voluntary forms of support services aimed at re-
integrating them into the labor market. Following the rollout of Pathways, in 2008, the Labour
government further reformed IB, replacing it with the Employment Support Allowance (ESA)
which introduced a more rigorous medical assessment for benefits.

These changes were substantial from the vantage point of recipients. Many recipients of
IB/ESA had little additional income beyond state benefits and limited contact with the labor
market. Making these benefits more conditional and requiring interaction with new employment
services then, was a direct and highly noticeable change for benefit recipients, with potentially
major ramifications for their well-being.

The Pathways program was extended nationally in several phases. In a first phase,
starting in 2003, provision was implemented through Britain’s public-sector employment agency,
known as Jobcentre Plus (JCP). In December 2007, following the initial rollout of the public

Jobcentre Plus model to 40 percent of the UK, a new Provider-Led’ (i.e. private) version of
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Pathways was extended to the remainder of the country. Thus, from 2007 onwards, nearly all IB
(later ESA) claimants participated in Pathways, but for some these services were administered by
the private sector and for others by the public sector. The central government — not the local
populations themselves - chose the regions for privatization. All recipients in a given region
received Pathways services from the public or private sector; there was no local competition or
choice among providers. In all regions, a public (JCP) officer contacted citizens before
accessing services, and informed those in private regions that a private provider would provide
them with subsequent services. Private provision then, was exogenously imposed in some areas
and not others, and the program structure made recipients aware of whether they were receiving

public or private services. Figure 2 outlines the geographic variation.

16



PTW Provider

Public $® o
Private ’

Figure 2: Public and Private Providers across the UK
Source: Table G.1, Knight et al, 2013.

The basic shift towards more conditional benefits affected both public and private

recipients. However, private providers had a relatively freer hand as to how to provide services.
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The government contracted private providers through a so-called ‘black-box’ approach, granting
them a considerable degree of autonomy in administering the program. In contrast to publicly
provided Pathways programs, in which central regulators required caseworkers to offer
consistent packages of services, private providers were largely free to decide which services they
would offer in order to place disability clients back into work and off the benefit. The
government paid providers through a mix of monthly service fees (30% of total pay) and
performance pay (70%); the latter followed from both the number of claimants they moved into
work and the number remaining in a job through a fixed period of time.

In late 2011, the Conservative-Liberal government (2010-2015) merged a variety of
existing programs, both for those with disabilities and other labor market groups, under the
rubric of the Work Programme (WP). The government now contracts all WP services to private
providers using an outcome based contracting model, allowing providers a significant degree of
discretion over sanctioning and other aspects of performance and outcome based pay.

We thus use the common experience of greater conditionality from 2007-2010 but its
varied delivery by public and private actors to tease out the relationship between privatization

and citizens’ scope to hold governments to account.

Data and Empirical Strategy

Our core interest is in investigating whether privatization had an effect on the nature of
citizens’ political support for mainstream parties. In order to disentangle the effects of
privatization of services on political preferences from shifts in the broader polity, our paper uses
data from two longitudinal surveys and a panel difference-in-difference (DiD) framework, with

and without matching. This section describes our data and empirical strategy in more detail.
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Our primary sources of data are the British Household Panel Survey (BHPS) and the
United Kingdom Household Longitudinal Survey (UKHLS).>® The BHPS ran from 1991 to
2009, and was incorporated into the larger successor survey, the UKHLS, from the second wave
of interviews in 2010 onward. These surveys are nationally representative random samples of
British households that contain both exceptionally detailed information on individual
demographic characteristics, social welfare benefits received, and partisan preferences. The
benefit information in both surveys allows us to precisely identify different groups of benefit
recipients affected by privatization. We discuss the details of identifying our sample in the
appendix.

Our central dependent variables of interest are support for the incumbent Labour party
and, in Scotland, for the Scottish National Party, both coded as dummy variables.”! Given our
theoretical framework, we would have liked to analyze a series of policy preferences (e.g.
support for privatized services), and directly explored vote choices. Unfortunately, this analysis
was not possible due to the timing of our quasi-experiment;** items in the BHPS/UKHLS on
preferences about public versus private services are available only in the pre-privatization waves,
and the survey did not ask vote choice information for 2010 of a large portion of the sample. For
this reason, we limit our analysis to partisan support.

The central independent variable is a dummy variable indicating whether or not an IB
recipient resides in an area eventually affected by privatization, interacted with a dummy for the
year in which privatization was implemented. For all models, we include the change in
household income as a control variable, as well as dummies for region and for the year recipients
entered treatment. Most other potential control variables, such as sex, religion, and years of

schooling, are relatively time-invariant and were therefore excluded.
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When looking for causal relationships, political scientists are increasingly aware of the
centrality of attending to research design rather than, say, saturating models with large numbers
of control variables or dismissing possible unobservables as unimportant.** The concern about
causal inference is particularly an issue in many studies of policy feedbacks. Although it seems
plausible that the nature of individuals’ experiences with the state should have political
consequences, the vast majority of existing studies rely on cross-sectional data and are hence
open to charges of endogeneity. In contrast, our paper is part of this new wave of ‘design-based
research’ that directly addresses the question of causal inference/research design, both by
exploiting longitudinal data and by paying careful attention to the construction of appropriate
counterfactual comparison groups.

In exploring the effect of privatization on accountability, we leverage a panel difference-
in-difference (DiD) research design. The basic logic behind the DiD estimator is to model causal
effects by estimating the difference between outcome measures at multiple time points for both
treated observations and a control group (those affected by privatization and those not), and then
comparing the difference between the two groups over time. Because we have access to
individual-level panel data and a reasonable-sized N, we implement our DiD framework in a
panel setting, examining how the shift into disability benefit changes political preferences from
pre- to post-benefit receipt, before and after the onset of privatization.”*

An important consideration in a difference-in-differences analysis is the choice of
comparison group, whose purpose is to provide an estimate of the change in outcomes that the
group exposed to privatization would have experienced had privatization not been introduced.
The ideal comparison group here would be individuals entering conditional programs in regions

that remained public throughout the time period under examination. In constructing our sample,
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however, we faced two obstacles. The first was that the regions that eventually implemented
privatization simultaneously imposed conditional welfare-to-work requirements; that is, there
was never any publicly-administered conditional program in eventually-private districts during
the pre-privatization period. The second issue was that conditional work requirements were

introduced in some always-public regions as early as 2004.*

Treatment Group

2000 2007 2010
Traditional Private Condittonal
Control Group
2000 2007 2010
Traditional JCP Conditional
Excluded Group
2000 2003 2010

Traditional JCP Conditional

Figure 3: Difference in Difference Research Design

To address these problems, we adopted two strategies, highlighted in Figure 3. First, we
excluded from our sample all individuals who entered conditional public programs between 2000
and 2007. That is, we use as our pre-treatment ‘control’ group only individuals receiving
traditional (non-conditional) public sector provision in the pre-2007 period. For our ‘post’

period, we compare individuals in conditional programs in regions which remained public and
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individuals in conditional programs in regions in which privatization was introduced. We
believe that this is a sensible strategy, as arguably what differed between public and private
regimes were not formal requirements related to conditionality but rather the incentives related to
the intensity/quality of service provision across public versus private. For example, all disability
recipients were expected to meet with an advisor (caseworker) to discuss work-readiness
approximately every other month. But whereas public advisors had a mandate to offer a similar
suite of services to all beneficiaries, this was not the case for private advisors, who exercised
high levels of discretion in the degree of assistance they offered to clients.

Because we rely on observational data, another relevant question with respect to
inference relates to the assignment rule for public versus private provision, and the extent to
which this may introduce bias into our results. To be sure, private provision within Pathways to
Work was not introduced on an experimental basis. Existing literature suggests that the program
was first implemented in the public sector, in areas with particularly high levels of
unemployment and/or disability receipt while private provision tended to be initiated in areas
with better labor market opportunities. These differences in labor market conditions across
public versus private areas do introduce potential confounding conditions, making it (for
example) more plausible that private clients could locate paid work and hence that they might be
more willing to reward the incumbent Labour party. Although we actually found the opposite in
our sample—ie, private providers were less successful in placing clients into paid work—as we
will describe in more detail subsequently, we attempt to deal with this problem, first, by using
matching techniques, based on local labor market characteristics, to help improve the quality of
the comparison group; and second, by assessing behavior among a placebo group of beneficiaries

not affected by privatization.
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In the end, our baseline estimation sample is comprised of 1036 individuals,
approximately one-third of which were surveyed in the post-privatization era.’® Approximately
60 percent of recipients live in regions that would, after 2007, be administered by private
providers while the other 40 percent reside in public JCP districts; this distribution is in line with
reports from the Department for Work and Pensions (DWP) about the distribution of the

Pathways population.

Quality in Pathways: Should We Expect Recipients to Reward or Punish?

Recall that we have theorized that privatization is likely to shape patterns of political
preferences and support for the incumbent through an initial quality mechanism. In order to
make a prediction about whether citizens are likely to reward or punish politicians, it is therefore
important to address what we know about the relationship between privatization and the quality
of service provision in the Pathways. Here, we review both secondary studies as well as
evidence from our sample in the BHPS/UKHLS, and provide evidence that the quality of
services was lower in privately-provided regions.

Quality in Public vs Private: Secondary Evidence

Quality in job seeking services is a complex concept. From the perspective of the
government or provider, what we call ‘objective’ quality, quality often means the success of the
program at getting a client into a stable job (or simply off the public benefit). From the
perspective of clients however, what we call subjective quality, quality may be less tangible, and
many reflect the degree of support they receive and respectful interactions with staff.

Given that all IB recipients, whether public or private, received newly conditional

services, we need to assess both general trends in objective and subjective quality across
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recipients and any relative differences between sectors. The secondary evidence suggests that
while conditionality does not have straightforward effects on either subjective or objective
quality, in the worsening British economy, most Pathways recipients (post-2007) did experience
less success at job-seeking and had worsening well-being.

First, in terms of objective quality, the effect of the Pathways program (both public and
private) was modest in terms of labor force activation. While early work suggested that
caseloads fell after its introduction, further studies showed that much of this reduction followed
from a more stringent medical assessment, not improved services for work re-integration.”” A
comprehensive review by the DWP of the Private Led Pathways (PLP) compared to JCP (public)
providers further yields ambiguous results. This study shows improved performance among the
PLP compared to similarly composed JCP in terms of a six-month off-flow from benefit into
work, lowering the number of benefit recipients. However, the same study shows no real
differences in net employment.*® Moreover, Summerfield et al (from the National Audit Office)
suggest that private providers were substantially weaker in placing non-voluntary clients than
voluntary clients.”

Although extant studies are in many instances neutral with respect to objective quality
differences between public and private, in some areas of provision, there is simply no evidence
about performance, due to the contracting structure. DWP initially contracted for a ‘prime’
provider in a region (who were largely major for-profit corporations) and these prime providers
then sub-contracted to other local providers including for-profit and not-for-profit providers.
This process allowed significant heterogeneity in the character of provision and oversight. DWP
has no direct information about the performance of subcontractors beyond aggregate claimant

data. There is some evidence that subcontractors faced strong financial incentives. For instance,
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Summerfield et al’s survey of sub-contractors did not find large differences in the caseload of
providers, but did find substantially more financial risk. " Whereas DWP provided additional
funding to prime contractors to cover some of their financial risks, many contractors paid
subcontractors largely based on outcomes, opening up the scope for heavy losses. Whether these
financial incentives shaped delivery is hard to assess, as the DWP chose not to investigate such
issues deeply.

Given the weak structure of oversight, black-box contracting, and strong financial
incentives for sub-contractors, there is some evidence that creaming and parking of disability
clients was more likely to take place in private regions. For example, qualitative studies of the
private regions report that management pressured IB advisors to “traffic light' clients based on
their readiness for work.*' Providers prioritized green-light customers — those already ready to
work—while giving ‘Amber’ and ‘Red’ customers a bare minimum of services beyond
mandatory WFIs.*? Recent evidence from the similarly structured Work Programme provides
further evidence that private providers commonly cream and park clients, focusing their energies

only on individuals most likely to re-enter work in a timely fashion.*

Quality in Public vs Private: Evidence from the BHPS

If the secondary literature suggests that services to assist the disabled in returning to work
were in many instances of lower quality in private than in public regions, what evidence do we
have about quality within across respondents in the BHPS/UKHLS sample with regards to
quality? The BHPS has several measures that we can use to compare public versus private
provision within our sample. Broadly speaking, the findings here also suggest that private

providers were of lower quality than their public counterparts.
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As a first step, we consider three measures related to the search for work, the raison
d'étre of the Pathways To Work program: success in moving into work; success in moving off
benefit; and also success in moving off and into paid work. Table 1 shows these results, where
the effect of privatization is given by “PLP x Post;”™* plots of these trends are presented in the
appendix. Here, it is clear that, after 2007, both public and private providers struggled with
placing the disabled into employment. Given that the onset of private provision in PTW
coincided with the 2008 financial crisis, this outcome is not particularly surprising.
Nevertheless, the results suggest that the performance of private providers were generally worse
than that of their public counterparts, compared to the pre-2007 period. For example, we see
substantial differences in the success of public versus private in placing recipients into paid
work; moreover, although private providers were slightly better at getting recipients off benefit,
fewer individuals in private ended up off benefit and in work, suggesting that more were

becoming discouraged and leaving benefit entirely.

Table 1: Private Provision and Objective Quality

(1) () (3)
Found Job Off Benefit, In Off Benefit
Work
PLP x Post -0.152" -0.083" 0.012
(0.05) (0.05) (0.06)
Private-Led Provider 0.109™ 0.098" 0.005
(0.04) (0.04) (0.04)
Post -0.359"" -0.266" -0.343™°
(0.07) (0.06) (0.07)
Year, Region dummies Y Y Y
Observations 1156 1093 1296
Adjusted R 0.116 0.135 0.062

Note: Difference-in-difference models where the effect of private provision is given by PLPxPost. Dependent variables: “Found
Job”: the percentage of individuals starting benefit who found work within 2 years; “Off Benefit”: “The percentage of individuals
starting benefit who move off benefit within 2 years.” “Off Benefit and Working”: the percentage of beneficiaries who had both
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moved into work and off disability benefit during this same period. All specifications report heteroskedasticity-robust standard
errors clustered by district. Statistical significance: ¥*10% ; **5% ; ***1%. Source: BHPS and UKHLS, 2000-2010.

In sum, Table 1 presents evidence that is consistent with qualitative evidence about
declining quality among private providers. That is, in the context of a declining economy and
weak support services, providers were requiring ‘creamed’ and ‘parked’ individuals to
participate in WFI and other programs that actually did little to reintegrate them into the
economy.

Given the desire among IB recipients for support, where services created a new burden of
participation without actual employment support, the lower levels of service provision which
existed under private provision were likely to be detrimental to recipients’ subjective experience
of quality.® As a final step at assessing quality differences between public and private, we
therefore consider a series of more subjective well-being measures.

In order to ascertain how privatization affected benefit recipients’ subjective well-being,
our ideal survey instrument would have asked recipients about their satisfaction with
employment services, and probed the relationship between these experiences and a range of
efficacy variables. Unfortunately, the BHPS/UKHLS does not contain these tailored questions,
so we rely instead on a series of more general measures: self-reported happiness, internal
efficacy and external efficacy.*® For IB recipients, it is not a stretch to claim that the quality of
services were likely highly noticeable and central to their well-being — as the benefits core to this
group’s economic livelihood now depended on participation in Pathways. For these various
subjective measures we have both pre- and post-data available for each respondent and in Table
2 examine how they change as individuals move into public versus private provision. *’ The
point estimates for private provision are all negative, although they do not pass the threshold of
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statistical significance. In substantive terms, however, they suggest that, compared to those
shifting into public provision, the effect of shifting into private PTW reduces both internal and

external efficacy by approximately eight percent at the mean.

Table 2. Private Provision and Subjective Well-Being

(D 2) 3)

Happy Internal Effic. External Effic.
A PLP Participation x -0.042 -0.116 -0.050
Post

(0.12) (0.09) (0.08)
A PLP Participation -0.055 0.043 -0.007

(0.05) (0.05) (0.04)
Post 0.033 0.058 -0.055

(0.14) (0.10) (0.08)
A HH Income 0.001 0.001 0.002"

(0.00) (0.00) (0.00)
Region, Year Dummies Y Y Y
Observations 987 991 991
Adjusted R -0.009 -0.009 -0.002

Note: Summary results from panel difference-in-difference estimates where the effect of privatization is indicated by the term A
PLP Participation x Post. Dependent variables are as follows: *Happy: change (from pre-benefit to post-benefit) in feeling
happy’’; "'Internal Efficacy: change in able to overcome and face problems’’; and “*External Efficacy: change in plays useful role
and no difficulties making decisions". All specifications report heteroskedasticity-robust standard errors clustered by district.
Statistical significance: *10% ; **5% ; ***1%. Source: BHPS and UKHLS, 2000-2010.

Overall, then, the evidence from both secondary sources and from our sample of
recipients suggests that while all respondents might have reasons to punish the incumbent — due
to tightening conditionality in a worsening labor market — private providers were generally of
lower quality than their public counterparts.*® Equally important, it is important to highlight that
there is substantial reason to believe that IB recipients living in private regions were aware that

they were receiving services from private providers. This is because, once an individual was
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determined eligible for IB, all recipients living in private regions first met with a public
(Jobcentre Plus) advisor, who then told the client that for all future work-focused interviews they

would be referred to a private provider in the area.

Do voters punish Labour?

If privatization affects party support purely through retrospective voting based on quality,
the previous sections—which provided evidence that private provision is associated with lower-
quality services—suggests that we should expect a decline in support for the incumbent Labour
party for all voters, with a particularly severe decline for recipients of private services. By
contrast, if as we outlined in our theoretical section, privatization both affects the evaluative and
ideological judgment processes, the predictions are different, as the ability of voters to hold
politicians accountable for policy depends crucially on the political choices available to voters.
Where the service experience and the broader political context provide congruent information,
what we call a clear signal, changes in privatization can increase voters’ ability to sanction
incumbents. By contrast, where the information citizens’ experiences provide them is
incongruent with the political choices being offered, a mixed signal, privatization is likely to
reduce punishment behavior.

Below, we describe in greater detail the political background of England and Wales (our
mixed signals case) and Scotland (our clear signals case) with respect to privatization and the
political alternatives available to voters, and then test the plausibility of our theory by examining
patterns of incumbent reward/punishment behavior in the two cases. After establishing that

voters in the different regions exhibit the expected behaviors—that is, that Scottish voters punish
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the incumbent Labour party whereas English/Welsh voters do not—we then provide a series of

robustness checks aimed at establishing the validity of our results.

England/Wales and Scotland as Instances of Mixed vs Clear Signals

The empirical analysis presented below compares voting behavior in England/Wales and
Scotland, which we argue represent two different political contexts in which voters make
decisions about how to reward or punish incumbent politicians. Although the privatization of the
PTW program was implemented by a Labour government, there existed quite different patterns
of political competition and discourse over privatization in England and Scotland. Before
proceeding to our analysis, we therefore provide justification for our claim that patterns of
political discourse and mobilization surrounding privatization differed substantially in the two
regions, offering a distinctive set of political choices for voters.

In England, our example of a mixed signals context, the main opposition party, the
Conservative party, competed to the right of Labour in the lead up to the 2010 election. The
Conservatives supported strengthening both conditionality and privatization, advocating a new
integrated Work Programme for job-seekers delivered entirely by the private sector (reforms that
it subsequently introduced).*” The Liberal Democrats, a party traditionally to the right of the
Labour Party, had moved left through the 2000s, but remained largely silent on welfare reform
and was uncompetitive in many parliamentary constituencies. Voters in England therefore had
few anti-private or pro-state alternatives to Labour.

In Scotland, the situation was substantially different; it provided to voters what we call a
clear signal. Although the Scottish National Party (SNP) had competed in the center of the

political spectrum on economic issues in the early 2000s, by the end of the decade it had taken a
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strong pro-state and anti-privatization stance. In its 2010 manifesto, the party called for “More
Nats Less Cuts.” While it is doubtful that many voters had specific policy knowledge of the
SNP’s proposals on disability recipients, it likely that the pro-state message percolated through to
the electorate. Both the Chapel Hill Expert Survey and Benoit and Laver’s survey of party
positions place the SNP slightly to the left of Labour (in 2010 and 2006 respectively); similarly,
Scottish respondents in the 2005 British election study, on a 11 point Left-Right scale, placed the
SNP at an average of 4.64 and Labour at 5.13.

Given these differences, we posit that English voters were facing a mixed signal and
Scottish voters a clear signal. We view the situation in Wales as between the English and
Scottish scenarios. Plaid Cymru, the Welsh nationalist party, also adopted a left-wing stance,
however, in contrast to the SNP it was less electorally viable, having received half the vote share
of the SNP in Westminster elections since at least the early 1990s. We therefore see Wales as

more equivalent to England; however, our results hold up with its exclusion.

Empirical Results: England/Wales vs Scotland

We start by testing whether privatization mattered for Labour support in the English and
Welsh sample. If voters do not care about services or do not notice any private/public
differences, we expect no differences. By contrast, if voters sanctioned Labour purely based on
quality, given the slightly worsening in private regions, we would expect a negative coefficient
on the DiD estimator. Finally, if as we predict, privatization creates a mixed signal when the
incumbent is left and quality goes down, we would expect an ideological response among voters,

meaning a positive Labour vote.
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In Table 3 we explore these predictions. In columns (1) and (2) we consider only
individuals residing in England and Wales. The dependent variable is an individual’s change in
support for the Labour party, before versus after starting disability benefit; the effect of
privatization is given by the coefficient “APLP Participation x Post.” Here, we see that the
experience of private social provision results in a substantial increase in support for the Labour
government.”' Individuals who enter PTW in private regions saw a .20 increase in the Labour

support.

Table 3. Incumbent Labour Support, England and Wales

Unmatched Sample Matched Sample
(1) (2) (3) 4)
Labour Labour Labour Labour
Support Support Support Support
A PLP x Post 0.203"" 0.196 0204 0.197
(0.05) (0.05) (0.06) (0.06)
A PLP Participation -0.086" -0.089" -0.074" -0.084"
(0.03) (0.04) (0.04) (0.04)
Post -0.075" -0.071 -0.073 -0.072
(0.04) (0.06) (0.05) (0.07)
A HH Income -0.001 -0.001 -0.001 -0.001
(0.00) (0.00) (0.00) (0.00)
Region, Year Dummies N Y N Y
Observations 815 815 738 738
Adjusted R? 0.017 0.023 0.018 0.021

Note: Panel difference-in-difference estimates where the effect of privatization is indicated by the term APLP Participation x
Post. Dependent variables are as follows: “Supports Labour Party: change in support for the Labour Party”; All specifications
report heteroskedasticity-robust standard errors clustered by district, and include dummies (not reported) for Government Office
Region and the year that the respondent entered treatment. Statistical significance: 10% ; *5% ; **1%. Source: BHPS and
UKHLS, 2000-2010.

The DiD has clear analytic advantages over simple pre/post estimates in that it uses a
comparison group to provide a counterfactual to participation in private programs, but one

concern in our setting is that there may be pre-existing differences in labor market conditions
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across private and public regions which could shape differences in political behavior. Private
Pathways providers tended to be implemented in urban areas where local labor market conditions
were superior and where benefit duration was lower. It is plausible that the greater support for
the incumbent Labour government in private districts might follow from these more positive job
prospects rather than the private service delivery.

We attempt to deal with the issue of local differences by including region dummies (not
reported), but as a further check we follow the strategy of Knight et al in their program
evaluation of Pathways and also report results using a dataset which implemented nearest
neighbor matching on several local labor market characteristics.”® In addition to the natural
experiment logic of the DiD, the use of matching allows us to deal with potential selection issues
stemming from the external environments facing each group. Reassuringly, the results using the
matched dataset, reported in columns (3) and (4) of Table 3 are similar to those using the
unmatched data. Although the sample size is somewhat smaller, the estimated effects of private

provision on Labour support in the matched data are slightly stronger.™
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Table 4. Scotland vs England/Wales

Unmatched Sample Matched Sample
(1) 2) 3) C))
Labour Support SNP Labour Support SNP

A PLP x Post x Scotland -0.367 0408

(0.11) (0.13)
A PLP Participation x 0.197" 0.105 0.196™ 0.196"
Post

(0.05) (0.11) (0.06) (0.10)
Post x Scotland 0.179" 0.212"

(0.08) (0.12)
A PLP Participation x 0.116" 0.134"
Scotland

(0.06) (0.07)
A PLP Participation -0.089" 0.057 -0.084" 0.030

(0.04) (0.03) (0.04) (0.04)
Post -0.074 -0.108 -0.073 -0.205™

(0.06) (0.09) (0.07) (0.08)
Scotland -0.094" -0.113

(0.05) (0.07)
A HH Income -0.001 -0.001 -0.001 -0.001

(0.00) (0.00) (0.00) (0.00)
Region, Year Dummies Y Y Y Y
Observations 1036 221 935 197
Adjusted R 0.014 0.019 0.014 0.013

Note: Panel difference-in-difference estimates in which the effect of privatization is indicated by the term APLP Participation x
Post. Dependent variables are *"Labour Support: change in support for the Labour Party’’; “SNP Support: change in support for
the Scottish National Party.” All specifications report heteroskedasticity-robust standard errors clustered by district, and include
dummies (not reported) for Government Office Region and the year that the respondent entered treatment. Statistical
significance: *10% ; **5% ; ***1%. Source: BHPS and UKHLS, 2000-2010.
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We next turn to Scotland, where there was a similar quality decline in the private sector,
but as argued above, a clearer signal about punishment. We expand the above analysis, adding
the Scottish respondents to our sample and an interaction term indicating residence in Scotland.
In order to interpret these results, consider first the coefficient in row 2 of Table 4, “APLP
Participation x Post”. The point estimate here is identical to that in column (2) of Table 3; it tells
us the effect of entering private provision in England and Wales results in a .19 increase in the
likelihood of supporting the Labour party. In contrast, the coefficients reported in the first row
of Table 4 shows (APLP Participation x Post x Scotland) tell us that the additional effect of
being a Scottish resident implied results in a .4 decrease in Labour support. Columns (2) and (4)
of Table 4 suggest that private recipients' flight to the SNP drove this decline. The coefficients
for both the whole sample and matched sample are substantially positive for SNP support,
although power is low due to the small sample size. Nevertheless, this finding is consistent with
the claim that in Scotland, those who experience private provision were willing to abandon
Labour because they had another viable left-wing party, the SNP, as an option.

As outlined above, our interpretation of these results are that English and Welsh voters
prioritize the ideological over the evaluative signal in a moment of uncertainty, and thus are less
willing to punish the incumbent Labour party than are their Scottish counterparts. It is possible,
however, that English voters could be punishing Labour by disengaging from politics. We find
relatively little evidence for such a dynamic. As a first cut, we looked at how patterns of support
for “no party”, meaning respondents who refused to select a party, changed as individuals
entered private provision. In results reported in the online appendix, we found that English and
Welsh voters in private areas were in fact less likely to report that they supported “no party” than

were their public counterparts in England. Moreover, they were also less likely to support no
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party than their Scottish private counterparts.”® We also checked whether the results in England
versus Scotland were driven by differential attrition rates across public and private regions, but
rates were very similar across the two groups.”” In sum, if anything, we found that the
experience of privatization in England mobilized individuals.

Together then, these results show a striking pattern. In response to worsening quality,
voters in England and Wales seemed to reward the incumbent Labour party while voters in
Scotland punished them. These results cannot be easily explained by either a simple logic of
accountability or ideology alone, as in this reading, voters should behave similarly in the two
contexts. Instead, in order to understand this pattern, we argue that we need to understand the
way the evaluative and ideological signals from worsening quality come together differently

based on the political context.

Robustness: Placebo Test Using Unemployment Benefit Recipients

As a further check on the robustness of our results, we also implement a placebo test
using another group: recipients of unemployment benefits. Like disability beneficiaries,
unemployment beneficiaries were also subject to a conditional welfare-to-work regime during
this period, but employment services were not privatized for this group until late 2011. Using
the behavior of recipients of unemployment benefits (known in the UK as Jobseekers Allowance,
or JSA) as a control group allows us to address several potential objections to our findings.

First, we can assess whether individuals living in private regions responding to the
experience of private provision or to local labor market conditions. We made an initial effort to
address this issue through the use of matching above, but we can further allay this potential

concern by examining JSA recipients who are affected by labor market trends but not by
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privatization. Second, looking at the sub-sample of JSA recipients also enables us to explore
whether the outcome we see in Scotland of rising SNP rather than Labour support is merely a
story about the SNP's rise in the post-2008 period more generally. If JSA recipients living in
private regions also show higher rates of SNP support than do their public counterparts, this
would suggest that our interpretation of the Scottish outcome as being about accountability (ie,

punishing Labour for low-quality services) is less plausible.

Table 5. Unemployed (JSA) Placebo

Unmatched Sample Matched Sample
(D 2) 3) 4
Labour Labour Labour Labour
Support Support Support Support
A PLP Participation x 0.000 -0.031 0.024 -0.007
Post
(0.07) (0.07) (0.07) (0.07)
A PLP Participation 0.006 0.004 -0.005 -0.017
(0.03) (0.04) (0.04) (0.04)
Post -0.019 0.019 -0.046 -0.002
(0.05) (0.09) (0.06) (0.09)
A HH Income -0.001 -0.001 -0.000 -0.000
(0.00) (0.00) (0.00) (0.00)
Region, Year Dummies N Y N Y
Observations 614 614 588 588
Adjusted R’ -0.005 0.008 -0.005 0.002

Note: JSA is the unemployment benefit program in the UK. Models report panel difference-in-difference estimates, where the

effect of privatization is indicated by the term APLP Participation x Post. Sample includes JSA recipients residing in England
and Wales. Dependent variables are “Labour Support: Change in Support for Labour Party.” All specifications report
heteroskedasticity-robust standard errors clustered by district, and include dummies (not reported) for Government Office Region
and the year that the respondent entered treatment. Statistical significance: ¥*10% ; **5% ; ***1%. Source: BHPS and UKHLS,
2000-2010.
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In order to address both of these issues, we created a pre/post dataset similar to the one
described above for PTW participants for new entrants to JSA, and then ran models in which we
regress the change in Labour support on the a interaction term indicating whether an individual
shifted into receipt of JSA in a privatized PTW region.”® The results for residents of England
and Wales are shown in Table 5. Here, in contrast to the findings among Pathways participants
of a shift to Labour support among those who experienced private provision, we see almost no
change in Labour support. This suggests that the positive relationship between the experience of
private provision and support for the Labour party that we saw among the disabled is not a

function of differing labor markets facing public versus private recipients.
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Table 6. JSA Placebo: Scotland

Unmatched Sample Matched Sample
(0 @) 3) @)
Labour SNP Labour SNP
Support Support
A PLP x Post x Scotland -0.259 -0.312
(0.18) (0.19)
A PLP x Post -0.035 -0.209 -0.011 -0.206
(0.06) (0.15) (0.07) (0.15)
Post x Scotland 0.208" 0.265"
(0.10) (0.11)
A PLP x Scotland -0.016 0.011
(0.06) (0.06)
A PLP Participation 0.006 0.002 -0.015 -0.000
(0.04) (0.06) (0.04) (0.07)
Post 0.014 0.081 -0.012 0.085
(0.08) (0.09) (0.08) (0.09)
Scotland -0.013 0.005
(0.09) (0.11)
A HH Income -0.000 -0.001 -0.000 -0.001
(0.00) (0.00) (0.00) (0.00)
Region, Year Dummies Y Y Y Y
Observations 774 160 732 144
Adjusted R? 0.023 -0.000 0.018 -0.002

Note: JSA is the unemployment benefit program in the UK. Models report panel difference-in-difference estimates, where the

effect of privatization is indicated by the term APLP Participation x Participation. Dependent variables are “Change in support
for Labour Party”; “Change in support for SNP.” All specifications report heteroskedasticity-robust standard errors clustered by
district, and include dummies (not reported) for Government Office Region and the year that the respondent entered treatment.
Statistical significance: ¥10% ; **5% ; ***1%. Source: BHPS and UKHLS, 2000-2010.

When we turn to the Scottish results, reported in Table 6, we see that although the sign on
Labour support among the unemployed is also negative, the estimate is not significant.
Moreover, Scottish recipients of JSA living in private regions, unlike their PTW counterparts,

did not shift toward the Scottish National Party; instead we see a substantial decline in support
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for this party. Here again we note that, although the point estimates are not statistically

significant, this is likely due to low power.

Conclusion

This paper shows that the privatization of UK disability benefits did affect party support,
both via the quality of services and the way citizens were able to connect their experiences in the
private sector to the political choices at hand. Although our study is limited to a single case, in
analyzing a reform introduced in a geographically variable way that was largely exogenous to
local democratic decision-making process with high quality panel data, it offers a rare window
into assessing the political consequences of privatization. Given our careful efforts to construct
an appropriate counterfactual comparison group for those affected by privatization, as well as our
use of panel data to deal with potential unobservable, time-invariant characteristics of individuals
that might be driving patterns of political support, the findings here are suggestive of real effects.
Moreover, in comparing these dynamics to unemployment benefit recipients, who were unlikely
to be affected by this particular privatization reform, we have added confidence in our results.

These results, then, speak to a broader and more profound transformation in the way
citizens interact with the state than just the case of UK disability benefits. The idea of a ‘public’
service, while never entirely straightforward, has become increasingly complex as a varied range
of providers now deliver state services. In era in which the stakes of welfare policy remain high —
indeed, in labor markets characterized by growing inequality and insecurity, social programs are
fundamental to the livelihood of many citizens — their democratic nature seems uncertain. Can
citizens navigate this new landscape and hold their elected leaders to account for the services

they receive?
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We offer a both an optimistic and pessimistic answer to this question. On the one hand,
contrary to critics of privatization, private providers did not privatize participation; citizens
receiving private benefits reacted in substantial ways to them, both by identifying with non-
incumbent parties in some contexts while also shifting leftward. In Scotland, this took the form
of private recipients quite dramatically punishing Labour for worsening private services. In short,
voters can hold governments to account for declining quality in the private sector.

On the other hand, voters in England and Wales faced a tougher choice. With worsening
private services and few strong anti-privatization choices, these recipients turned towards
Labour. This latter limitation suggests a darker side of privatization for democracy. Where
privatization becomes the dominant policy paradigm it may undercut accountability not by
limiting the democratic capacity of citizens but their political choices. The irony of our
theoretical argument is that Left wing parties face few costs to privatization where they lack real
competitors (but also few gains), as it leaves voters dissatisfied with private services with
nowhere, politically, to go.

In the empirical case examined here, privatization was implemented by the center-left
Labour party. With the 2010 formation of a coalition Conservative-Liberal Democrat
government under the leadership of David Cameron, however, it is the center-right which has
overseen a dramatic expansion of privatized employment services. This raises the question of
whether we would expect to see a similar logic at play when the right holds the reins of power.
Assuming that privatization is accompanied by similar declines in the quality of service
provision, we believe that voters’ response will once again depend on whether or not they face a
context of clear or mixed signals, which in turn will be contingent on how the now-opposition

parties position themselves via privatization.
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The most obvious question relates to the potential positioning of the social democratic
left. If the center-left distances itself from its previous championing of privatization then we are
back in the clear signals world, and would expect voters experiencing a lower-quality private
benefit to punish the incumbent center-right and to express their ideological preference for the
left at the ballot box. On the other hand, if the center-left continues to support the privatization
of welfare services, voters would arguably be in receipt of a mixed signal. Our argument
suggests that, here, to the extent that the center-left remains barely distinguishable from the
center-right in terms of policy prescriptions, we should see little punishment of the incumbent
center-right, but also no clear embracing of the center-left. Indeed, if the unpalatable choice
facing voters is between a right-wing party pursuing privatization and a social democratic party
that has ceded substantial ideological ground on what was once its core issue (state provision of
services), perhaps the most plausible medium-run scenario is one of widespread disengagement
and withdrawal from the political arena—of a privatization of participation.

One dimension we have not explored in this paper but which may become increasingly
salient is the positioning of radical right wing parties vis-a-vis privatization. For example, the
United Kingdom Independence Party (UKIP) did not enjoy strong electoral support during the
period of our study, but it has seen a dramatic increase in support since 2010. Like its
mainstream competitors, it supports the broad premise of getting welfare recipients back to work.
In contrast to those other parties, however, its discourse surrounding social protection also
contains a substantial pro-statist/anti-privatization tilt, albeit a highly nativist one.”’ The
meteoric rise of UKIP suggests that England and Wales may be shifting to a “clear signals”
context, insofar as there is now a viable party actively campaigning against the privatization of

key aspects of the British welfare state, but the implications of this choice are somewhat
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disheartening. To be sure, (white) voters in those areas may be increasingly able to hold their
leaders—be they from a Conservative or Labour government—to account by voting for genuine
alternative in the area of privatization; but if in so doing voters must also support a party with
strong xenophobic tendencies, the normative implications are more complex. In this context, we
also think it plausible that many voters, feeling caught between Scylla and Charybdis, may
choose to disengage politically.

Privatization, then, may be more a symptom of weak democratic accountability than its
cause. Where political parties fail to offer citizens genuine choices, democratic accountability
falls. Where these choices are in place, citizens remain able to connect their experiences with the

state and its intermediaries to the democratic process.
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