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Introduction 

“Education is special.” (Harold Wilensky 1975: 3) 

Overarching question:  
Political and institutional linkages between education and the welfare 
state 

Core argument:  
Institutional choices during critical juncture of postwar decades… 
…shape development paths of education and training systems 
…have consequences for contemporary patterns of social inequality 
…feed back into popular attitudes towards education and the welfare 
state 



Literature 

-  Gap in comparative welfare state research (policies, attitudes) 
-  Educational sociology: looks at educational inequality, not at social 

inequality 
-  Education research: lacks comparative perspective, too historical 
-  Varieties of Capitalism: functional complementarities between 

education and social policy, not political coalitions 
-  New debate on the social investment state: looks at contemporary 

period, not historical development 

 Big research gap in basic research! 



Decommodification and stratification  
in education and training regimes 

Decommodification: 
-  T.H. Marshall: education as social right 
-  Gary Becker: education as investment 
  Division of labor between public and private sources of funding 

Stratification: 
-  How educational institutions influences class bias in access to 

different levels of education 
  OECD measure, based on students’ expectations for completing 

higher education 



Decommodification and stratification  
in education and training regimes 
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Three worlds of skill formation 
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Political coalitions, institutions and policies 



Partisan politics in context 

Partisan theory: 
Partisan composition of governments matters, in particular during 
critical junctures of policy development. 

Three extensions: 
-  Parties do not only care about policy output, but also about process 
  Difference between Conservatives and Christian democrats 
-  Interplay between partisan forces and socio-economic context 
  Varieties of Capitalism shape menu of feasible policy options 
-  Focus on long-term effects of partisanship rather than short-term 

effects 



Point of 
departure: 
Education 
systems post 
WWII 
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Case studies 

-  Political coalitions in critical juncture of development of post-
secondary education and training regimes: 

 Sweden: cross-class coalition with dominant Left 
 Germany: cross-class coalition with dominant Right, Christian 
  Democracy as driving force of firm-based VET 
 UK: no cross-class coalition, dominance of market liberalism  

-  Emerging path dependencies: 
 Sweden: social partners support school-based training 
 Germany: social partners support firm-based training 
 UK: „tenacity of voluntarism“ (D. King) 

-  Whether VET survives (and in which form) has important 
implications for future development of education and welfare state 



Quantitative analysis: Summary of findings 

-  Left parties expand enrolment in and public spending on all kinds of 
education 

-  Conservatives favor private spending and depress enrolment in VET 
-  Christian democratic governments lower enrolment in tertiary 

education, boost enrolment in VET, in particular firm-based VET 
-  Economic coordination is positively associated with VET and high 

levels of firm-based training in particular 
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Quantitative cross-sectional evidence 
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Outcomes:  
Educational institutions and social inequality 



Socio-economic inequality and  
educational stratification 
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Private share in education financing 
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Wage inequality and private spending share 
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 (1) (2) (3) (4) 
VARIABLES Level of Wage Inequality (D9-D1 Ratio) 
     
LDV 0.986***  0.973***  
 (0.00882)  (0.0119)  
GDP Growth -0.000610 0.00222 -0.00269 -0.00458 
 (0.00247) (0.00342) (0.00233) (0.00335) 
Unemployment 0.00184** 0.00831 0.00304*** 0.0322*** 
 (0.000755) (0.00511) (0.000945) (0.00552) 
Deindustrialization -0.0894 0.783* -0.0641 0.861* 
 (0.0911) (0.412) (0.0776) (0.482) 
Left partisanship 0.000111 -0.000139 0.000137 -0.000459** 
 (8.53e-05) (0.000310) (8.58e-05) (0.000199) 
Wage Barganining 
Centralization 

-0.000655 -0.0662*** -0.00122 -0.0192** 
(0.00534) (0.0146) (0.00563) (0.00931) 

Social transfer spending   -0.00288** -0.0545*** 
  (0.00135) (0.00520) 

Private Share in Education 
Financing 

0.00249*** 0.0248*** 0.00252*** 0.0208*** 
(0.000847) (0.00634) (0.000821) (0.00339) 

Constant 0.0815 2.622*** 0.171** 3.943*** 
 (0.0591) (0.273) (0.0753) (0.335) 
     
Observations 276 280 268 271 
R-squared 0.995 0.958 0.995 0.895 
Number of cntry_nr 16 16 16 16 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 



Post-secondary enrolment patterns and inequality 
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Youth unemployment 
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Youth unemployment (II) 
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Attitudes and feedback effects 



Attitudes and feedback effects 

Core hypothesis: education and welfare state institutions create 
feedback effects on the level of attitudes and preferences 

  Micro-level foundation of path dependencies 

For example: 
-  Openness of access to higher education influences support for 

public education spending 
-  Public-private division of labor in education financing influences 

redistributive preferences 



Private education spending and preferences for 
redistribution 

-  Argument: How individual stock of human capital is financed (not 
only the total amount or the kind of human capital) matters 

 High levels of private financing are associated with lower 
  degree of public support for redistribution 
  Self-interest based explanation 
  Culturalist explanation 

-  Empirical analysis: 
 Survey data (ISSP 2006) 
 Multilevel analysis (Random-Intercept-Model) with the usual 
  controls 



Pred. prob. for individual support for redistribution and 
private education spending 
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Conclusion 

Core thesis: There are political and institutional linkages between 
education and the welfare state! 

-  Politics and political coalitions 
-  Outcomes: educational institutions matter for socio-economic 

inequality, not only for educational inequality 
-  Attitudes and preferences: institutions shape patterns of political 

support (and participation), helps to explain the political 
sustainability of historical paths 



Additional Slides 
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that excluding Germany does not alter the main find-
ings in any significant way. The magnitude of the coef-
ficient of the educational inequality variable decreases 
slightly but remains statistically significant.

All in all, using various graphical and statistical 
techniques and model specifications, I find consider-
able evidence for the presence of cross-level interac-
tion effects, although the relationships vary in strength.

Figure 5. Relationship between the size of the income coefficient and educational inequality.

Figure 6. Relationship between the size of the income coefficient and socio-econmic inequality.
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Models 2 to 7 in Table 1 demonstrate the robust-
ness of these findings. In Models 2 and 3, educational 
and socio-economic inequality and their interaction 
with income at the micro level are included seper-
ately. In Model 4, they are included jointly. The sign 
and statistical significance of the coefficient estimates 
remain robust across model specifications. In Models 
5 and 6, I rely on alternative measures of eduational 
inequality. The measure of educational inequality 
developed by Pfeffer (2008) performs equally to the 
OECD measure, although the size of the sample is 
reduced significantly because this indicator is only 
available for a subset of countries. Model 6 includes 
net enrolment in tertiary education as an indirect 
measure of educational inequality. Here the assump-
tion is that higher rates of net enrolment indicate less 
severe barriers of access to higher levels of educa-
tion, that is less educational inequality. Therefore, 
the sign of the coefficient is reversed in comparison 
with the other measures used. Nevertheless, we also 
find a statistically significant association in the 
expected direction. Model 7, finally, includes coun-
try dummies instead of macro-level variables. Again, 
the magnitude, sign and statistical significance of the 
cross-level interactions remain virtually constant. 
All in all, therefore, there is strong evidence that 
suggests that socio-economic and educational 
inequality both have a distinct impact on the micro-
level dynamics of individual preferences of educa-
tion spending.

It is important to note, however, that the sign of 
the direct effect of income changes across models, 

depending on which cross-level interactions are 
included. By looking at the coefficient estimates of 
Table 1, it cannot be seen immediately how strongly 
the cross-level interactions influence the direct effect 
of income. At this point, the two-step hierarchical 
estimation procedure proves helpful, because it 
allows a very intuitive and non-technical presenta-
tion of complex interactive effects.

Figure 4 presents estimates of the size of the 
income effect in the countries covered in the survey. 
More specifically, each bar represents the estimated 
change in the predicted probability of supporting 
increases in public education spending when moving 
from an individual at an income position one stan-
dard deviation below the mean to an individual at an 
income position one standard deviation above the 
mean. As can be seen, the variation in the size and 
direction of this income effect across countries is 
significant. In some countries, such as Great Britain, 
France, Japan and the United States, an increase in 
income results in a decrease in the support for more 
education spending. In contrast, in Norway, 
Switzerland and Germany, a comparable increase in 
the income position leads to an increase in the sup-
port for public education spending.

This cross-national variation in the size and direc-
tion of the income effect is captured by the cross-
level interactions. As a complement to Table 1, Table 2 
presents the results of the second stage of the two-
step hierarchical estimation procedure. The findings 
presented in this table confirm that inequality and 
educational stratification significantly shape the 

Table 2. Results from the second stage of the two-step hierarchical estimation procedure

(1) (2)

Dependent variable Country-specific income coefficient

Educational inequality 0.13289** (0.0543) 0.1069 (0.0989)
Socio-economic inequality –0.0079** (0.0031) –0.0088** (0.0033)
Constant 0.0744 (0.1905)
Observations 17 17
r2 0.27 0.27

Robust standard errors in parentheses.
*p  0.1, **p  0.05, ***p  0.01.
Models were estimated using robust standard errors and weights based on the standard errors of the first stage of the two-stage 
procedure to correct for heteroskedasticity.
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higher than in other liberal skill formation systems, which would put the
United Kingdom somewhere below the Netherlands.

Another important case that is missing is, of course, Japan. In the introduc-
tion, Japan was classified as a segmentalist skill formation system, combining
strong involvement of firms with little public investment in training. Further-
more, firms in Japan rely on firm-based training schemes and internal labor
markets, whereas in collective skill formation systems, firms are involved
in VET via apprenticeship training. Nevertheless, a sizable share of a Japanese
youth cohort undergoes firm-based training (Dore and Sako, 1998). In the
general education system, however, VET does not play a significant role, also
because it is modeled on the US educational system. There is a distinction
between general and vocational high schools, but the content of curricula in
the latter is quite general as well, and firms do not distinguish systematically
between graduates of the two school types when hiring workers (Busemeyer,
2009a: 389). Therefore, if we had exact data on firm involvement in VET,
Japan would probably be located in the lower right corner of Figure 8.1.

For our control variables, we rely mostly on the Comparative Political Data
Set (Armingeon et al., 2009). In particular, we control for GDP growth, the
general level of unemployment, net union density (from Golden et al., 2009),
deindustrialization (defined as the share of peopleworking in the service sector),
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Figure 8.1 Firm involvement and public investment in VET in OECD countries
Note: For exact definitions and data sources of the two indicators, see Table 8.A1 in the Appendix.
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Table 8.4 The determinants of wage dispersion

Models (1) (2) (3)
Dependent variable Wage dispersion (D9/D1 ratio)

Firm involvement in
training

0.00124 (0.00104) !0.00428 (0.00281) 0.00157 (0.00121)

Public investment in
vocational training

!0.846*** (0.147) !0.745*** (0.150) !1.019*** (0.187)

Log of wage bargaining
centralization

!0.153*** (0.0470) !0.225*** (0.0727) !0.293** (0.124)

Firm involvement "
bargaining centralization

0.00540* (0.00285)

Public investment "
bargaining centralization

0.323* (0.175)

Net union density !1.609*** (0.129) !1.665*** (0.126) !1.652*** (0.134)
GDP growth 0.00376 (0.00519) 0.00453 (0.00522) 0.00521 (0.00435)
Unemployment !0.0168* (0.00874) !0.0169* (0.00871) !0.0138* (0.00830)
Deindustrialization !1.998*** (0.323) !2.092*** (0.307) !2.125*** (0.319)
Constant 5.548*** (0.245) 5.638*** (0.240) 5.655*** (0.239)
Observations 245 245 245
R2 0.856 0.856 0.877
Number of countries 13 13 13

Standard errors in parentheses; ***p < 0.01,**p < 0.05,*p < 0.1.

Table 8.5 Nonlinear interaction between training, wage bargaining centralization, and
wage dispersion

Models (1) (2)
Dependent variable Wage dispersion (D9/D1 ratio)

Firm involvement in training (FI) !0.0462* (0.0238) 0.000574 (0.00138)
Public investment in vocational training (PI) !0.624*** (0.153) !2.862*** (0.559)
Bargaining centralization (BC) !0.769*** (0.192) !1.491*** (0.321)
BC2 0.126*** (0.0319) 0.275*** (0.0608)
FI " BC 0.0351* (0.0180)
FI " BC2 !0.00584* (0.00300)
PI " BC 2.020*** (0.505)
PI " BC2 !0.377*** (0.0942)
Net union density !1.595*** (0.156) !1.621*** (0.159)
GDP growth 0.00510 (0.00477) 0.00557 (0.00380)
Unemployment !0.0114 (0.00880) !0.00636 (0.00865)
Deindustrialization !2.311*** (0.301) !2.230*** (0.359)
Constant 6.462*** (0.330) 6.998*** (0.379)
Observations 245 245
R2 0.872 0.896
Number of countries 13 13

Standard errors in parentheses; ***p < 0.01, **p < 0.05, *p < 0.1.
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effects of training and wage-bargaining centralization on the severity of labor
market stratification are more pronounced when strong training institutions
come together with strong collective wage-bargaining institutions.

We begin by considering the effects of training and bargaining centraliza-
tion on youth unemployment. A strong involvement of firms in vocational
training has a negative impact on levels of youth unemployment (see model
1 in Table 8.3). Increasing the share of upper secondary students in dual
training schemes by about 30 percentage points (the difference between
Finland and Germany) is associated with a decrease in youth unemployment
by almost 5 percentage points with an overall average of 13.2 percent in the
sample. Our indicator of public investments in vocational training, in con-
trast, is positively associated with youth unemployment, although the effect
is not robust across all model specifications. These findings corroborate one of
the core arguments in the sociological literature on labor market transitions
(Allmendinger, 1989; Breen, 2005; Gangl, 2003; Wolbers, 2007), which is that
dual training systems facilitate smooth transition from training to employ-
ment, thus contributing to lower levels of youth unemployment. In contrast,
school-based vocational education systems tend to be associated with rougher
transitions from training to employment.

Table 8.3 The determinants of youth unemployment

Models (1) (2) (3)
Dependent variable Youth unemployment

Firm involvement in
training

!0.160*** (0.0209) !0.112 (0.0770) !0.169*** (0.0294)

Public investment in
vocational training

1.936 (2.177) 1.024 (2.935) 11.25*** (3.236)

Log of wage bargaining
centralization

1.400** (0.589) 1.960* (1.021) 13.17*** (2.132)

Firm involvement "
bargaining centralization

!0.0455 (0.0615)

Public investment "
bargaining centralization

!17.30*** (3.387)

Net union density !3.783*** (1.024) !3.070** (1.464) !4.878*** (1.169)
GDP growth !0.0230 (0.0773) !0.0238 (0.0767) !0.0293 (0.0778)
Unemployment 1.686*** (0.0676) 1.695*** (0.0675) 1.643*** (0.0773)
Deindustrialization !17.31*** (5.018) !15.98*** (5.313) !7.100 (6.951)
Strictness of employment
protection legislation

!1.076*** (0.409) !1.133*** (0.387) !2.120*** (0.585)

Constant 18.05*** (3.583) 16.93*** (3.983) 8.837* (4.801)
Observations 188 188 188
R2 0.861 0.862 0.875
Number of countries 13 13 13

Standard errors in parentheses; ***p < 0.01, **p < 0.05, *p < 0.1.
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relationship between income and support for spend-
ing on the micro level. Including both educational 
and socio-economic inequality in the same model 
(Model 1) leads to statistically significant effects on 
the 0.05 level and an R2 value of 0.27, which is con-
siderable given that this is a purely cross-sectional 
regression with 17 cases. When a constant is included, 
the significance of the coefficient estimate of educa-
tional inequality drops below conventional levels. 
However, the constant itself is insignificant too.

Based on Model 1, it is possible to estimate the 
effect of these variables on income. An increase in 
socio-economic inequality comparable to the real 
difference between Denmark and the United States 
(about 14 points in the Gini index) is associated 
with a decrease in the size of the income effect of 
0.056. This in turn implies that in countries with 
high levels of inequality, the decrease in support 
for education spending resulting from a move up 
the income ladder by one unit is 5.6 percentage 
points more than in countries with low levels of 
inequality. In contrast, an increase in the measure 
of educational inequality by one unit (that is, 
roughly the difference between Denmark and 

Germany) increases the size of the income effect 
by 0.07. Thus, a similar improvement in the income 
position as in the previous example would lead to 
an increase of seven percentage points in the sup-
port for public education spending in highly strati-
fied education systems.

Figures 5 and 6 makes these complex relation-
ships more tangible. Figure 5 documents the positive 
association between educational inequality and the 
size of the income effect. When levels of educational 
inequality are high, the income effect turns positive, 
that is the rich/poor are more likely to support/
oppose increases in public spending. In contrast, 
Figure 6 displays the negative association between 
socio-economic inequality and the micro-level 
income effect. In line with the theoretical expecta-
tions, increases in socio-economic inequality are 
associated with a more negative income effect, that 
is support/opposition for increases in public educa-
tion spending increases among the poor/rich. In the 
graphical representation, Germany seems to occupy 
an outlier position (to some extent this is true for 
Switzerland as well). Further robustness tests (avail-
able from the author upon request) show, however, 

Figure 4. Estimates of the size of the income effect for 17 OECD countries.
Predicted changes in support for increased education spending when moving from one country-specific standard deviation below 
the mean to one standard deviation above the mean.

Quelle: Busemeyer, 2012: Inequality and the political economy of education, JESP, 
forthcoming. 
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that excluding Germany does not alter the main find-
ings in any significant way. The magnitude of the coef-
ficient of the educational inequality variable decreases 
slightly but remains statistically significant.

All in all, using various graphical and statistical 
techniques and model specifications, I find consider-
able evidence for the presence of cross-level interac-
tion effects, although the relationships vary in strength.

Figure 5. Relationship between the size of the income coefficient and educational inequality.

Figure 6. Relationship between the size of the income coefficient and socio-econmic inequality.

Quelle: Busemeyer, 2012: Inequality and the political economy of education, JESP, 
forthcoming. 
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