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Tahle 3. Expected Workers’ Compensation Benefits, 1910-1930

Prais-Winsten Regression Estimates

Regressor Model 5 Model 6 Model 7 Model 8
Religious Membership —0.791 —1.079 —1.501 —4.381
(0.304) (0.461) (0.995) (1.716)
0.009 0.019 0.131 0.011
Catholic Membership 0.534 6.319
(0.267) (2.760)
0.046 0.022
Manufacturing Accident Risk 0.098 0.101 0.169 0.164
(0.073) (0.076) (0.258) (0.263)
0.179 0.183 0.512 0.534
Mining Employment 0.019 0.022 0.007 —0.001
(0.007) (0.007) (0.013) (0.012)
0.006 0.002 0.591 0.925
Small Firm Employment 0.002 0.002 —0.005 —0.010
(0.008) (0.008) (0.015) (0.014)
0.796 0.809 0.762 0.471
Large Firm Employment 0.001 0.001 0.002 0.002
(0.003) (0.003) (0.005) (0.005)
0.819 0.833 0.620 0.676
Unionization 0.020 0.020 0.015 0.014
(0.006) (0.006) (0.007) (0.007)
0.000 0.000 0.030 0.039
Unified Democrat —0.048 —0.039 —0.035 —0.035
(0.053) (0.053) (0.057) (0.056)
0.361 0.461 0.537 0.538
Divided Government 0.020 0.025 0.019 0.021
(0.039) (0.039) (0.043) (0.042)
0.605 0.522 0.647 0.614
Socialist Strength 0.008 0.009 0.001 0.000
(0.005) (0.006) (0.005) (0.005)
0.146 0.129 0.884 0.922
South 0.177 0.198
(0.174) (0.177)
0.308 0.263
Percent Black —-0.014 -0.013 0.034 0.036
(0.007) (0.008) (0.046) (0.045)
0.054 0.088 0.458 0.428
Percent Urban 0.011 0.010 —0.002 —0.004
(0.003) (0.003) (0.009) (0.009)
0.000 0.000 0.849 0.700
Year Fixed Effects Yes Yes Yes Yes
State Fixed Effects No No Yes Yes
Observations 1,008 1,008 1,008 1,008

Adjusted R-squared 0.37 0.36 0.49 0.50
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the independent variable. For religiosity, a l-unit
change reflects the entire logical range of variation
and is not observed in our data; as such, it is more infor-
mative to multiply this quantity by the standard devi-
ation of the Religious Membership variable, which is
0.101. Therefore, a standard deviation increase in religi-
osity is associated with a 8.0 percent, 10.9 percent, 15.2
percent, and 44.2 percent decline in expected accident
benefits in Models 5 through 8 respectively.

The addition of the Catholic Membership variable
does not substantially affect the coefficient estimates
for Religious Membership, though the magnitude of
the estimates are somewhat larger. The positive and
statistically significant coefficient estimate for Catholic
Membership in Models 6 and 8 is consistent with the
argument that Catholic social teachings encouraged
more supportive attitudes toward social insurance
programs like workers’ compensation. However, it
should be emphasized that this effect could also be
the result of the economic and social positions of
early twentieth-century American Catholics, some-
thing for which we can account for only partially
with the control variables in Table 3.7

5. INDIVIDUAL SUPPORT FOR UNEMPLOYMENT
SPENDING

The state-level evidence indicates that states that were
more religious were slower to adopt workers’ compen-
sation legislation and implemented less generous
programs. In this article, we argue that this relation-
ship is a consequence of religion and welfare state
spending being substitute mechanisms for insuring
individuals against adverse life events in general and
workplace injuries in particular. A key prediction of
this explanation is that religious individuals will
prefer lower levels of social insurance provision than
secular individuals. In this section, we evaluate this
prediction by examining individual spending prefer-
ences on unemployment relief using late 1930s U.S.
survey data. While no survey data exists tracking indi-
vidual attitudes toward workers’ compensation laws
between 1910 and 1930, we have identified available
New Deal survey data that tracks opinion with
regard to other social insurance programs, and, in
particular, unemployment relief. We present evi-
dence that more religious respondents were

96. In addition to the estimates reported in Table 3, we evalu-
ated the sensitivity of our results to model specification. We reesti-
mated the model dropping various sets of control variables (e.g.,
all the partisan control variables). For the specifications that
include the Catholic membership variable, the results for the corre-
lation between religiosity and benefit levels were qualitatively
similar across all specifications. For those omitting the Catholic
membership variable, the coefficient on religiosity was not statisti-
cally significant in a few sparse specifications which omitted most
of the control variables, but otherwise these alternative specifica-
tions generated qualitatively similar results.

significantly less likely to support increased spending
on unemployment relief programs.

The data requirements for our analysis in this
section are, ideally, a national survey with indicators
of individual preferences over unemployment relief
as well as measures of individual religious engage-
ment. For the 1930s, we have been unable able to
identify a single survey that meets these requirements.
However, it is possible to combine information across
surveys to estimate the correlation between measures
of religiosity and unemployment spending prefer-
ences. To this end, we combine religiosity data from
a February 1939 Gallup survey with unemployment
spending preferences data from a January 1939
Gallup survey in order to test the prediction of a
negative correlation between religious engagement
and support for unemployment relief.””

Because these two surveys used the same sampling
procedures and shared a significant number of
identically-worded questions, we were able to merge
the two surveys to yield an individual dataset contain-
ing a wide range of demographic and opinion
measures for nearly all respondents. For example,
wealth, sex, age, employment, and resident data is
observed for virtually all respondents in both
surveys; in addition, for most respondents, we also
have their responses to questions about their voting
behavior in the 1936 presidential election. These
and other common variables across the two surveys
contain much information relevant to estimating
the correlation between the religiosity and spending
preference measures that are observed in one but
not the same survey. Consequently, we employed
multiple imputation to use this available information
to estimate the partial correlation between measures
of religiosity and preferences for spending on unem-
ployment relief.

The dependent variable for this analysis, Unemploy-
ment Spending, is based on responses to the question
“Do you think government spending should be
increased or decreased on the following: ‘unemploy-
ment relief (WPA—Home relief)’.” Individuals
indicating that they think spending should be
decreased, remain the same, and increased were
coded 1, 2, and 3 respectively. This variable is, there-
fore, increasing in preferences for more generous
unemployment relief. In the January poll, 42
percent of respondents thought government spend-
ing on unemployment relief should decrease, 32
percent thought it should remain the same, and
26 percent thought it should increase. It should be
noted that prior to the New Deal, “relief” was the
term most commonly used for what one would now
refer to as either “social welfare spending” or “social

97. Gallup Poll Number 1939-0149 with field dates 24 Feb.
through 1 Mar. and a sample size of 3,134; Gallup Poll Number
1939-0143 with field dates 9-14 Jan. and a sample size of 3,063.
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insurance spending.”” Spending on the Works
Progress Administration—later the Works Projects
Administration—(WPA) was a particularly controver-
sial topic during the polling period (January 1939),
which makes it especially useful for gauging social
insurance preferences. Congress had cut WPA spend-
ing significantly in 1937 and would reduce it again in
1939. While the WPA and similar relief programs were
always intended as temporary measures to deal with
unemployment during the Great Depression, it
should be emphasized that the WPA remained a
very sizeable source of income for the unemployed
through the early 1940s.” In 1939, the Roosevelt
administration’s total spending on work relief
programs amounted to 3.2 percent of national
income.'” The January 1939 Gallup survey did not
ask a question about attitudes regarding spending
on a more permanent system of “unemployment
insurance.” The provisions for this system were laid
out in the Social Security Act of 1935 and depended
on a distinct system managed by both the states and
the federal government. One likely reason the
Gallup question focuses on “relief” rather than
formal “unemployment insurance” is that the Social
Security Act established 1938 as the first date at
which benefits could be paid out under the latter
system.'”" In addition, the WPA continued to
provide an important source of funds for the unem-
ployed until state governments had accumulated
sufficiently large reserves in their unemployment
insurance funds to pay out significant benefits.'”*
Finally, we should also emphasize that while we
focus here on individual preferences for overall
levels of spending on unemployment relief, other
related aspects of WPA spending were also the
subject of political contestation during the 1930s
including the wage rates for WPA jobs and the
regional distribution of WPA-related federal
expenditures.'”*

98. John Joseph Wallis, Price Fishback, and Shawn Kantor,
“Politics, Relief, and Reform: The Transformation of America’s
Social Welfare System During the New Deal,” NBER Working
Paper 11080 (2005).

99. Based on the figures Howard reports in WPA and Federal
Relief Policy, the WPA employed 2.93 million workers in January
1939, in addition to the 0.44 million workers employed on “other
federal work projects” (ibid., 854-57). In January 1941, the WPA
continued to employ 1.8 million individuals while the number of
workers employed on other federal work projects increased to
0.78 million. The figures provided for “other federal work projects”
here are exclusive of employment for the Civilian Conservation
Corps (CCC) and the National Youth Administration (NYA).

100. Ibid., 38.

101. Katherine Baicker, Claudia Goldin, and Lawrence Katz, “A
Distinctive System: Origins and Impact of U.S. Unemployment
Compensation,” NBER Working Paper 5889 (1997).

102. Howard, WPA and Federal Relief Policy, 435—40.

103. Conflict over WPA wages is analyzed in detail in Amenta
and Halfmann, “Wage Wars: Institutional Politics, WPA Wages,
and the Struggle for U.S. Social Policy”; and Amenta, Bold Relief.
On the regional distribution of WPA spending, see Wright,

Our measure of religiosity distinguishes respon-
dents by the extent of their church attendance and
is based on responses to two questions. The first ques-
tion simply asks individuals whether they attended
church last Sunday; the second asks them whether
they attend as often as their parents. For the first ques-
tion, respondents were assigned a 1 if they said they
attended church last Sunday and a 0 otherwise. For
the second question, respondents were assigned a 1
if they indicated that they attended church at least
as often as their parents and 0 otherwise. The variable
Religiosity is equal to the sum of these two indicators
of religious engagement.'” The Religiosity variable
allows us to test a direct implication of the religious
“coping effect” hypothesis—that religious individuals
are less supportive of social insurance programs. In
addition, because we also want to allow for the possi-
bility of an economic beliefs effect operating through
Catholic social teachings and/or Protestant beliefs
about the role of individual effort in determining
poverty, we include the variable Catholic defined to
be a dichotomous indicator variable set equal to 1 if
the respondent is a member of the Catholic church
and 0 otherwise and the variable Profestant analo-
gously defined. As discussed above, we emphasize
that there are a number of reasons, including systema-
tic differences in exposure to economic risk, why
denominational differences in welfare state support
might exist besides an economic beliefs effect.

In evaluating whether more religious individuals
are less supportive of unemployment relief spending,
we need to control for the following factors:

e Wealth ranges between 1 and 5 indicating the
interviewer’s classification of the respondent’s
wealth.'” To the extent that wealthier, higher
income individuals are less likely to suffer job loss
(or are better able to insure themselves against a
loss), we can expect them to be less favorable to
unemployment spending.

e Unemployed is a dichotomous indicator variable set
equal to 1 for unemployed respondents and 0
otherwise. Those who are currently unemployed
should have a clear preference for higher unem-
ployment insurance than those who are not.

e Jemaleis a dichotomous indicator variable equal to
1 for female respondents and 0 for males. This is a

“Political Economy of New Deal Spending”; and Howard, WPA and
Federal Relief Policy.

104. The exact wording of the Sunday attendance question was
“Did you happen to go to church last Sunday?” The exact wording
of the relative attendance question varied across the two forms of
the survey instrument for Gallup Poll Number 1939-0149. For
Form A, the phrasing was “Did your parents go to church more
often or less often than you do?” For Form B, the phrasing was
“Do you go to church more often or less often than your parents
did?”

105. The categories used were 1 for “poor”; 2 for “poor plus”; 3
for “average”; 4 for “average plus”; and 5 for “wealthy.”
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standard control variable included in individual
analyses, based on the fact that there have been
consistent differences observed between males
and females for certain policy preferences.

e Ageis equal to the respondent’s age in years. Older
individuals may be more likely to favor unemploy-
ment spending to the extent that they may have
more difficulty finding a new job if they become
unemployed.

e Whiteis equal to 1 if the respondent was white and 0
if the respondent was classified as “colored” in the
Gallup survey. Previous research has demonstrated
that blacks and whites have consistently different
policy preferences about social insurance and
redistributive spending. Again, these differences
may be a result of different patterns of socializa-
tion, or differences in economic condition, such
as less average job insecurity, not measured by the
other variables in the model.

Upon constructing these variables and combining
the two surveys into a single individual-level data set,
it was not possible to run a conventional regression.
In those cases in which we observed the religiosity
measure, we were missing the spending variable and
vice versa. More generally, the standard approach of
deleting cases that have missing values for any of the
variables—known as “listwise deletion”—can create
two major problems for inference. The first issue
is inefficiency caused by discarding information rel-
evant to the statistical inferences being made. The
second issue is that inferences from listwise-deletion
estimation can be biased if the observed data differs
systematically from the unobserved data.

To deal with this issue of missing data, we have
adopted a “multiple imputation” approach.'”® The
most general and extensively researched means for
addressing missing data issues, multiple imputation
requires a relatively weak assumption that the
process generating the missing data is random
conditional on the data included in the imputation
procedures (this is commonly referred to in the litera-
ture as assuming the data are MAR). For the primary
missing data problem in this study, this means that the
probability that a particular respondent failed to
answer the religiosity questions or the unemployment
spending question is random controlling for the
observed data such as respondent demographic
characteristics. Because the “missingness” in these
variables is determined by whether the respondent
happened to be interviewed in the January or

106. Gary King, James Honaker, Anne Joseph, and Kenneth
Scheve, “Analyzing Incomplete Political Science Data: An Alterna-
tive Algorithm for Multiple Imputation,” American Political Science
Review 95 (2001): 49-69; Joseph L. Schafer, Analysis of Incomplete
Multivariate Data (London: Chapman & Hall, 1997); J. Rodrick
Little and Donald Rubin, Statistical Analysis with Missing Dala
(New York: Wiley, 1987); Donald Rubin, Multiple Imputation for
Nonresponse in Surveys (New York: Wiley, 1987).

February poll, this assumption almost certainly
holds. For the assumption to be violated, it would
have to be the case that the political environment
changed from one month to the next in such a way
to make it more likely that religious questions or
spending questions were asked in one month rather
than the other. Given that the surveys are so close in
time and that the questions of interest are part of
larger batteries of standard Gallup questions, this
seems rather unlikely. In a related application,
Gelman, King, and Liu suggest more generally that
“this is a reasonable assumption here because
almost all the missingness is due to unasked ques-
tions.”'*” Multiple imputation yields consistent coeffi-
cient estimates and gives correct uncertainty estimates
under the MAR assumption.'”®

Although this approach offers several variations, it
will always involve three main steps. First, some algor-
ithm is used to impute values for the missing data. In
this step, m (m > 1) “complete” data sets are created
consisting of all the observed data and imputations
for the missing values. The second step involves ana-
lyzing each of the m data sets using standard
complete-data statistical methods. The final step
combines the parameter estimates and variances
from the m complete-data analyses to form a single
set of parameter estimates and variances. Importantly,
this step systematically accounts for variation across
the m analyses due to missing data in addition to
ordinary sample variation.

The first step in our multiple-imputation pro-
cedures was to create imputations in the missing
data cells for all the variables discussed above.'” We
based our imputations on 35 variables selected from
the Gallup surveys, most of which were fully observed
in each survey. These variables included all those used
in our analysis as well as some additional information
that we determined would be helpful in predicting
the missing data. Altogether, we imputed 10 complete
individual-level data sets. The exact imputation algor-
ithm we used is known by the acronym “EMis,” which
combines a well-known Expectation Maximization
missing data algorithm with a round of importance
sampling to generate imputations. King et al
provide a complete explanation of the use of this

107. Andrew Gelman, Gary King, and Chuanhai Liu, “Not
Asked or Not Answered: Multiple Imputation for Multiple
Surveys,” Journal of the American Statistical Association 93 (1998): 847.

108. It is also necessary to assume the parameters describing
the missing data process are distinct from parameters of the data
model so that the missing data mechanism is ignorable. Again,
because the “missingness” in this analysis is primarily due to ques-
tions not asked, there is no reason to think this assumption is
violated. See Gelman, King, and Liu, “Not Asked or Not Answered,”
for further discussion of the application of multiple imputation to
the problem of missing questions in independent cross-sectional
surveys.

109. The imputation procedures were implemented using the
Amelia software package.
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algorithm for missing data problems.''” The final
data sets contain completed observations equal to
the actual number of individuals in the two combined
surveys. Also, all data sets contain the same
non-imputed information; they differ only in the
imputations for missing data.

The second step in our multiple-imputation analy-
sis was to run an ordinary least squares regression of
Unemployment Spending on Religiosity and the control
variables described above separately on each of the
ten final data sets. The last multiple-imputation step
was to combine the ten sets of estimation results to
obtain a single set of estimated parameter means
and variances. The single set of estimated means is
simply the arithmetic average of the ten different esti-
mation results. The single set of estimated variances is
more complicated than a simple average because, as
mentioned above, these variances account for both
the ordinary within-sample variation and the
between-sample variation due to missing data.'"!

We report the multiple imputation coefficient esti-
mates for our baseline specification in the first
column of Table 4. Our results indicate a significant
negative partial correlation between Religiosity and
Unemployment Spending. The magnitude of the corre-
lation is relatively large. A l-unit increase in the Religi-
osity variable is associated with a decrease in response
to the spending question equivalent to one third the
difference in spending opinions between employed
and unemployed respondents. This is consistent
with the religious “coping effect” hypothesis—that
religious individuals are less supportive of social insur-
ance programs. These results for the 1930s are
remarkably consistent with those documented in a

110. King, Honaker, Joseph, and Scheve, “Analyzing Incom-
plete Political Science Data”. In this analysis, the imputation
model was multivariate normal with a slight ridge prior.

111. See ibid., and Schafer, Analysis of Incomplete Multivariate
Data) for a complete description of these variances. Another poten-
tial problem with the Gallup surveys is that they were conducted
using quota control sampling rather than probability sampling
methods. Adam Berinsky, “American Public Opinion in the 1930s
and 1940s: The Analysis of Quota-Controlled Sample Survey
Data,” (mimeo, 2005; version available online at http://web.mit.
edu/berinsky/www/QCS.pdf; last viewed 2 Oct. 2006), discusses
the methodology of these early surveys and the problems that
these methods may generate for various types of analyses. For
individual-level regression analyses like those conducted in this
section, the recommended method for dealing with potential
biases from non-representative quota samples is to control for
those demographic variables that may influence sample selection.
See also Andrew Gelman, “Struggles with Survey Weighting and
Regression Modeling,” (mimeo, 2005; available online at http://
polmeth.wustl.edu/retrieve.php?id=565; last viewed 2 Oct. 2006).
For example, quota samples are known to have undersampled
women and therefore sex should be controlled for in the regression
analyses. As discussed above, our baseline analysis includes a fairly
full set of demographic controls including sex, age, race, and
wealth. Moreover, in the robustness checks below, we include a com-
prehensive set of control variables including indicators for region,
occupation, and living in an urban area.

Tabhle 4. Determinants of Support for Unemployment Relief
Spending

Multiple Imputation

Estimates
Regressor Unemployment Spending

Religiosity —0.060 —0.058
(0.023) (0.022)

0.020 0.019

Catholic 0.073 0.039
(0.105) (0.104)

0.503 0.717

Protestant —0.104 —0.079
(0.075) (0.078)

0.191 0.335

Wealth —0.224 —-0.197
(0.015) (0.014)

0.000 0.000

Unemployed 0.163 0.166
(0.066) (0.066)

0.019 0.019

Female 0.018 0.026
(0.026) (0.026)

0.486 0.313

Age —0.001 0.000
(0.001) (0.001)

0.582 0.794

White 0.047 0.052
(0.165) (0.166)

0.777 0.756

Roosevelt 0.348
(0.028)

0.000

Constant 2.401 2.068
(0.185) (0.192)

0.000 0.000

Observations 6,197 6,197

Note: This table reports the multiple imputation estimates for the
ordinary least squares regression of the dependent variable Unem-
ployment Spending. For each estimate, its robust standard error is
reported in parentheses followed by the p-value.

previous study we developed using contemporary
data from OECD countries.''?

The estimates for the variables Catholic and Protes-
tant have the expected signs, positive and negative
respectively, but are not statistically significant.
There is no evidence in this data that Catholics and

112. Scheve and Stasavage, “Religion and Preferences for
Social Insurance.”
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Protestants have systematically different unemploy-
ment spending preferences relative to respondents
who are neither Catholic or Protestant, controlling
for levels of religiosity, unemployment status,
and other demographic characteristics. Although
this would be inconsistent with the economic beliefs
argument outlined above to the extent that Catholics
and Protestants held systematically different econ-
omic beliefs, it is once again consistent with the
individual-level survey results reported in our pre-
vious study based on data from OECD countries.'"”
The evidence, however, is not completely inconsistent
with the economic beliefs argument as the difference
between Catholics and Protestants is in the hypoth-
esized direction and statistically significant at the
0.05 level.''*

The estimates for the other control variables are
generally consistent with expectations. Wealth is nega-
tively correlated with preferences for increased spend-
ing while Unemployed is positively correlated. These two
variables have the strongest substantive influence on
the dependent variable which is consistent with both
our hypothesis about the “coping effect” of religion
and with the existing literature’s emphasis on the
role of individual economic position and economic
risk in determining preferences for social insurance.
There is not, however, evidence in this data of a
significant correlation between sex, age, and race
and unemployment spending policy opinions.

To evaluate the robustness of the correlation
between Religiosity and  Unemployment Spending, we
estimated several alternative specifications. First,
one potential objection to our analysis is that the cor-
relation between religiosity and preferences about
social spending is due to how political elites have
combined these issues rather than due to the
coping mechanism we have emphasized in this
article. For example, religious individuals may be
less supportive of social spending because they are
influenced by the political right with which they
identify for religious reasons (e.g., support of prohi-
bition), regardless of their views on economic
policies such as social insurance spending. Given
this possibility, it is potentially useful to identify
whether more religious individuals are less

113. Ibid.

114. Note again that differences between Catholics and Protes-
tants may be a function of differences in economic risk not
accounted for in our control variables. While we think the mixed
results for the economic beliefs effect are interesting, the main
point here is that there is evidence of a negative correlation
between the religiosity measure and unemployment spending pre-
ferences, controlling for denominational membership. We note
also that other studies including our own analysis of contemporary
social insurance policy opinions in the United States have found
systematic differences between Catholics and Protestants (see
Kenneth Scheve and David Stasavage, “Religion and Social Insur-
ance: Evidence from the United States, 1970—2002,” [mimeo,
2005; Not available online]).

supportive of social insurance spending controlling
for their political ideologies. Although the Gallup
surveys do not inquire about left-right political ideol-
ogy or partisanship, they did ask respondents to
identify who they voted for in the 1936 presidential
election; for the purpose of this article, we view a
vote for FDR in 1936 as a rough measure of left
ideology or Democratic partisanship. We report
the results of adding this regressor to the baseline
specification in column two of Table 4. Importantly,
the negative correlation between religiosity and
support for increased unemployment spending is
almost unchanged controlling for support for Roose-
velt.''” In our previous study based on a sample of
OECD countries, we employed an arguably better
measure of leftright ideology and reported similar
results.'10 Second, the measure of respondent
wealth is based on the perception of the interviewer,
which might be subject to numerous biases. We
replaced this measure with dichotomous variables
indicating whether or not the respondent owned a
phone and whether or not he or she owned a car.
For both variables, ownership was negatively corre-
lated with preferences for more spending on unem-
ployment relief, but the estimated negative
coefficient for Religiosity was unchanged in both sig-
nificance and magnitude.117 Third, we also con-
sidered the possibility of bias in our estimates due
to the omission of variables that might be correlated
with both Religiosity and support for generous unem-
ployment assistance programs. For example, there
might be important regional variation in both
these variables that accounts for their correlation.'"®
We added a measure for whether the respondent
lived in an urban area, a set of regional dummy

115. The obvious problem with this analysis is that to the extent
that support for Roosevelt is determined by attitudes toward redis-
tribution and social insurance, it does not make sense to enter
this variable in the regression. For this reason, our baseline specifi-
cation excludes the support for Roosevelt measure.

116. Scheve and Stasavage, “Religion and Preferences for
Social Insurance.”

117. We also considered the possibility that the marginal effect
of religiosity varied across different levels of income or wealth. We
added interaction terms between religiosity and our measures of
wealth to the baseline specification. The coefficient estimates for
the interaction terms are positive but not statistically significant. It
is important to note that although the argument and its formaliza-
tion presented in the appendix assumes that utility from monetary
consumption and “psychic benefits” are not additively separable
and thus implies that the psychological benefits of religion are
greater for those with lower incomes, the model does not generate
any direct predictions about the relationship between religiosity,
income, and spending preferences (see equation 7). Even if we
assume that economic insecurity is correlated with income, the
model does not make unambiguous predictions about the magni-
tude of the effect of religiosity for different levels of economic inse-
curity. Thus, the lack of a significant interaction term between
religiosity and the wealth measures is not inconsistent with the
model.

118. See, for example, Rodden, “Red States, Blue States, and
the Welfare State.”
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variables, and indicator variables for whether the
respondent was a professional or businessperson, a
white-collar worker, or a blue-collar worker. In this
specification, there is some evidence of regional
effects as well as differences by urbanness and occu-
pation. However, the estimated negative coefficient
for Religiosity was again virtually unchanged in both
significance and magnitude. Fourth, as discussed
previously, there were important differences among
Protestant denominations in the extent to which
they advocated beliefs that discouraged support for
generous social insurance policies. For example,
Baptist preaching remained generally unsupportive
of New Deal legislation throughout the Depression
while other denominations like the Northern Metho-
dists became more supportive. Because aggregating
all Protestant denominations together could bias
our estimate of the correlation between Religiosily
and  Unemployment Spending, we constructed three
alternative indicators of each respondent’s denomi-
national membership: an indicator for Baptists,
Methodists, and all other Protestants. We substituted
these three measures for the Protestant variable and
reestimated the regression. None of the three
Protestant indicators was statistically significant,
and none of the other results including the esti-
mated partial correlation between Religiosity and
Unemployment Spending were changed.'"”

Overall, the results detailed above offer robust
evidence that more religious individuals were less
supportive of spending on unemployment relief pro-
grams in the 1930s, which is consistent with thesis that
religion and welfare state spending are substitute
mechanisms for insuring individuals against adverse
life events.

6. CONCLUSION

Through the course of this article, we sought to use
historical evidence from the early development of
the U.S. welfare state to test a general proposition
about the relationship between religiosity and the
demand for social insurance. Variation in social insur-
ance provision across individual states allows the
examination of correlates of policy outcomes in an
environment where there is arguably less unobserved
heterogeneity than is the case with cross-country
analyses. In addition, the availability of quantitative

119. The analysis here provides substantial evidence of a robust
correlation between religiosity and unemployment spending pre-
ferences, controlling for measured characteristics of respondents.
It remains possible that there are unobserved characteristics
omitted from the model that could generate biased estimates.
Although not available for the 1930s data analyzed here, in “Reli-
gion and Social Insurance: Evidence from the United States,
1970-2002,” we use parental religiosity in an analysis of contempor-
ary U.S. social insurance policy opinions to address this issue and
document further evidence that increasing religiosity decreases
support for general social insurance programs.

evidence from an early period of welfare state devel-
opment allows for investigating the link between
religion and social insurance while addressing issues
such as “policy feedback,” which might otherwise
exist for studies comparing levels of religiosity today
with current preferences for social insurance pro-
vision. We have argued that there is a strong theoreti-
cal case for believing that religious individuals will
express less of a demand for social insurance
because their religious engagement offers personal
psychic benefits that partially substitute for social
insurance. In early twentieth-century America, the
existence of a coping effect of religion, and of its sig-
nificance for welfare state development, is supported
by the frequent emphasis of religious authorities on
using faith to seek individual salvation rather than
to change society. The “coping effect” of religion
can coexist with other effects of religion that have
implications for social insurance and redistribution.
Based both on aggregate evidence involving
workers’ compensation legislation, and on individual-
level data involving attitudes on unemployment relief,
our statistical evidence strongly supports the idea of a
negative correlation between religiosity and social
insurance in the United States during this period.

A. FORMAL MODEL OF RELIGION AND THE DEMAND FOR
SOCIAL INSURANCE

In this appendix, we develop a formal framework to
consider two channels through which religion may
influence social insurance provision. We begin with
a baseline model that considers preferences for
social insurance when religion does not enter as a
factor. We then expand the model to incorporate
the idea that events like unemployment, illness, and
workplace accidents have psychic as well as monetary
costs, and that religious engagement reduces these
psychic costs, thus reducing demand for social insur-
ance. In the final subsection, we expand the model
further to consider how our predictions are altered
when individuals have varying beliefs about the
extent to which individual levels of income depend
on effort versus exogenous circumstances. Our
“coping effect” of religion continues to hold in this
expanded version of the model, but the prediction
about the correlation between religiosity and social
insurance preferences for a specific denomination
will now also depend on beliefs about the importance
of effort.

We recognize that our argument about the effect of
religiosity on the demand for social insurance can
also be expressed intuitively in strictly verbal terms,
which is the principal reason we have chosen to
present the formal version of the argument in an
appendix. We believe, however, that this formalization
serves two useful purposes: First, by presenting
our model, we can show exactly why the three core
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assumptions detailed in Section 2.1 are sufficient
for producing our predicted negative effect of religi-
osity on the demand for social insurance. Second,
this presentation of our model allows us to detail
how our arguments relate to several recent formal
political economy contributions, including articles
by Iversen and Soskice and Moene and Wallerstein,
who, like us, build on Wright’s model of social insur-
ance.'?* In addition, we also address recent
contributions from Piketty and Benabou and Tirole,
who model the effect of beliefs on preferences for
redistribution.'*!

1. Baseline Model

Our baseline is a simplified version of the model of
social insurance Wright proposed.]22 To focus on
the core element of social insurance, we assume
that individuals are in either a “good” state or a
“bad” state. In the relevant literature, it is most
common to consider the good state to represent
being employed and the bad state to represent unem-
ployment; however, this distinction between a good
and bad state can also refer to a number of other out-
comes that can generate a loss of income. Thus, the
bad state could also involve being ill and finding it
necessary to pay high costs for medical care, or suffer-
ing a workplace accident and subsequent loss of earn-
ings, or suffering some event that produces a loss in
expected retirement earnings. In this one-period
model, individuals begin in either the good or the
bad state, and there is an exogenous risk for each indi-
vidual that at the end of the period they will find
themselves in the bad state. Finally, there is a social
insurance mechanism by which individuals who end
up in the good state can commit to paying taxes
that fund a redistributive transfer received by individ-
uals who wind up in the bad state. The question then
becomes what level of social insurance (and thus what
level of taxes) individuals will prefer to establish at the
outset.

In formal terms, we assume that society is com-
posed of n individuals who are identical except for
the fact that some people begin in the good state
and some begin in the bad state. People in the good
state at time 0 have an exogenous probability N of
shifting to the bad state, and people who start off
in the bad state have a probability  of remaining in
that state. In the context of a multi-period model,
these two transition probabilities describe a Markov
process that would converge to a steady state

120. Iversen and Soskice, “Asset Theory of Social Policy Prefer-
ences”; Moene and Wallerstein, “Inequality, Social Insurance, and
Redistribution”; and Wright, “Redistributive Roles of Unemploy-
ment Insurance.”

121. Piketty, “Social Mobility and Redistributive Politics”; and
Benabou and Tirole, “Belief in a Just World.”

122. Wright, “Redistributive ~ Roles
Insurance.”

of  Unemployment

proportion of individuals in the bad state u A/
(1 =0+ A). In the following section, we consider a
single-period model in which the economy has
already converged to the steadg state and for which
\ is assumed to be less than 6.'%

People ending in the good state have an income
normalized to 1, and they have consumption equal
to ¢ (1 —7) where 7 is the tax rate. People ending
in the bad state have no income apart from their
social insurance benefit £, and they have consumption
¢ f. The choice of the tax level and the benefit level
must respect a government budget constraint, where
u is the proportion of individuals in the bad state.

uf = 7(1 — u) (2)

This implies that the benefit rate can be expressed
in terms of w and the tax rate [ (7 (1—w)/
u) (7(1 —0)/A). We assume that people have a
utility function U(¢;) In(¢;). A person in the good
state at time 0 will prefer a tax level 7 that maximizes
the following expression.

) @

From this, we can observe that the tax rate maximiz-
ing their utility will be simply 7 A; thus, the preferred
level of social insurance is directly proportional to the
level of economic risk. We can use the analogous
expression for individuals who begin in the bad
state to show that they will prefer choosing a tax rate
7 6. Under the assumption that A < 6 then individ-
uals who begin in the bad state will prefer a higher
level of social insurance provision which is intuitive.

E[U(MD]=0=AN)In(1—-7) + /\111(7'1

2. Religion and Social Insurance as Substitutes

We now expand the model by incorporating the three
assumptions referred to in Section 2.1. In formal
terms, individual utility will now depend on two com-
ponents: standard consumption ¢ and a psychic
benefit 5.'%*

U(e,b) =In(c+b) (4)

The formulation for the utility function incorporates
our third assumption from Section 2.1 that utility

123. One way of stating this assumption in words is that
someone who currently has a job is more likely to be employed in
the next period than is someone who is currently unemployed.

124. The advantages and disadvantages of including a psychic
benefit directly in a utility function of this sort is discussed by
Jean Tirole, “Rational Irrationality: Some Economics of Self-
Management,” European Economic Review 46 (2002): 633-55. For a
related application, see Roland Benabou and Jean Tirole, “Incen-
tives and Prosocial Behavior,” (mimeo, 2004; version available
online at http://ideas.repec.org/p/iza/izadps/dp1695.html; last
viewed 2 Oct. 2006).
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from psychic and standard consumption are not addi-
tively separable.

In order to incorporate our first and second
assumptions that being in the bad state has psychic
costs, as well as the idea that religiosity has a positive
coping effect, we assume that the psychic benefit is
determined by the following state contingent func-

tion:
b=1
b=r

The degree of religiosity r (with r < 1) is taken to be
exogenous, and, for simplicity of exposition, we
assume that all individuals have the same level of reli-
giosity (although this can be easily extended to a case
of heterogeneous levels of religiosity).'*

Based on these assumptions, a person who starts off
in the good state will now have preferences for taxa-
tion as follows:

if end up in the good state

if end up in the bad state (5)

ElU(r,n)]=0—-A)In((1-7+1)

+)\<ln<rl_9+r>> (6)

If we take the first order condition for the above
expression with respect to 7 and simplify, we obtain
the following expression for the preferred tax rate,
given the level of religiosity »

B (A=1)
7—2/\4—7/\7(1_0) (7)

Here, we see that the preferred tax rate is increas-
ing in the economic risk parameter A; in addition,
preferred taxation is strictly decreasing in the
degree of religiosity. As a result, the “coping effect”
will lead religious individuals to prefer a lower level
of social insurance provision. We can perform the
same exercise for individuals who begin in the bad
state, concluding that their preferred level of taxation
will be simply 7 26 — nA.'*°

3. Religion and Economic Beliefs

We next consider a case where the two transition
probabilities A and 0 are determined by the following

125. In Scheve and Stasavage, “Religion and Preferences for
Social Insurance,” we explored the possibility that individuals
choose their level of religiosity under the constraint that greater
time spent on religion leaves less time for other leisure activities,
and we obtained similar theoretical predictions to those reported
here.

126. One would also continue to observe a preferred level of
social insurance that is decreasing in the level of religiosity even if
individuals were partially altruistic, if one followed the proposal in
Anthony Atkinson, “Income Maintenance for the Unemployed in
Britain and the Response to High Unemployment,” Ethics (1990):
569-85, for modeling altruism.

relationship where « is an exogenous parameter, x
represents an individual’s level of effort and 8 is an
exogenous parameter that determines the extent to
which individual effort determines the probability of
either remaining in the good state or of shifting to
the good state.

A=a— Bx (8)
0= (1—a) —PBx 9)

This setup is based on Piketty, who considers how
individuals learn about the importance of effort for
determining individual income, based on past out-
comes.'?” Because individuals are using a unidimen-
sional outcome (income) to learn about a two
dimensional process (o, ), they will learn the
correct transition probabilities (A, 6) over time;
however, they will not learn the true values of o and
B with certainty.m8 Another interesting possibility
that Benabou and Tirole pursue is that the belief
parameters («, 8) are an endogenous outcome that
depends on efforts by individuals to motivate them-
selves via the “belief in a just world.”'*’

In what follows, we suggest that the belief parameters
(a, B) may be influenced by religiosity; however, we
take the parameters to be exogenous. We then concen-
trate our analysis on demonstrating how the “coping
effect” of religiosity still operates even in the presence
of this “economic beliefs effect.” The belief parameters
could arguably be linked to religiosity but exogenous if
an individual’s view of the importance of effort is influ-
enced by their particular religious (or non-religious)
upbringing, and this belief cannot subsequently be
easily modified.

We also assume that 0 < o < 0.5, implying there is
some inequality of opportunity in society, though the
extent of this remains uncertain (with a lower o imply-
ing greater inequality of opportunity). In order to
simplify the presentation (without loss of generality),
itis assumed that the effort choice is binary x € {0, 1}
and B < ain order to ensure that the transition prob-
abilities each remain between 0 and 1. The parameter
x could represent a number of factors depending on
the context. In the case of unemployment, x could
represent the extent to which people work hard to
keep a job or search earnestly for a job if they are
currently unemployed. The timing of the game now
proceeds as follows: first, a tax rate is chosen; next,
individuals choose their level of effort based on
their observation of the tax rate 7, their beliefs
about the mobility parameters a and 3, and a linear
cost of effort ¢ (which applies when x 1); finally,

127. Piketty, “Social Mobility and Redistributive Politics.”

128. On this issue, see Christophe Chamley, Rational Herds:
Economic Models of Social Learning (Cambridge: Cambridge Univer-
sity Press, 2004).

129. Benabou and Tirole, “Belief in a Just World.”
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individuals learn whether they end the period in the
good or the bad state and individuals receive their
payoffs.

We can draw two principal conclusions from the
above model. First, individuals with a higher estimate
of B will prefer lower levels of social insurance. This is
because the higher the level of the social insurance
benefit, the lower the likelihood that individuals will
have an incentive to exert positive effort, and a low
level of effort has negative consequences by tighten-
ing the government budget constraint. As a conse-
quence, if members of a particular religious
tradition believe that income depends mostly on
effort, we should thus observe a negative correlation
between the presence of this particular tradition
and social insurance. Second, when we allow for this
“economic beliefs effect” by holding 8 constant, we
continue to observe a “coping effect,” which implies
a lower demand for social insurance on the part of
religious individuals. To see this, beginning with the
last stage of the game, first consider the individual
decision problem regarding effort x € {0, 1}. An indi-
vidual who begins in the good state will choose x 1 if
the inequality in (10) is satisfied. In this expression,
the social insurance benefit will need to satisfy the
budget constraint f 7(«a + Byp) /(@ — Bxs), where x2p
and x? refer to the expected average levels of effort
for those who begin in the bad state and the good
state respectively.

I=—a+B)I@2—-—7+(a=B)In(f+71)—¢
>l -a)ln2—-7) +aln(f+71) (10)

This simplifies to:
BIn(2—1t) —B(f+7r) —aln(t+7) > ¢ (11)

The left half of this inequality represents the
expected income gain from choosing a higher level
of effort; the right half represents the cost of effort.
The analogous inequality for an individual who
begins in the bad state is:

BIn(2—1¢) —BIn(f+r)>c¢ (12)

For both those who begin in the good state and
those who begin in the bad state, intuitively, they are
more likely to choose effort x 1 the greater the
extent to which they think “effort pays” (a higher

estimate of ), the lower the tax rate 7, and the
lower the social insurance benefit /. In addition, the
magnitude of the disincentive effect created by
the social insurance benefit will be increasing in .

With regard to the choice of the tax rate, when we
consider the preferences of individuals who begin in
the good state, they know that if all individuals choose
effort x 0, their expected utility would then be given
by:

E[U(7,r)|x = 0]

=l—-a)ln(2—17) 4+ aln
(t+7) (13)

This leads to the following preferred tax rate:
T=2a—7(1 -« (14)

In this expression, the tax rate continues to be
decreasing in the degree of religiosity r (recall
a < 0.5).

However, if individuals who begin in the good state
instead anticipate that all individuals will choose
effort x 1, their expected utility would be:

E[U(7,r)|x=1]
=(l-a+B)In(2—-1)

+(a—B) <ln<7“ B, r)) (15)
P

This leads to the following preferred tax rate, which
continues to be decreasing in the degree of religiosity:

o r(a(a—1) 4+ B(B+1) —2aB) + 2(a® — B7)
B a+ B+ 2aB

(16)

Finally, demonstrating that individuals who begin
in the good state will be better off if others exert
effort is a relatively straightforward task. To demon-
strate this, consider expression 15 holding an individ-
ual’s own effort constant and allowing the effort level
of others to vary. Positive effort by others leads to a
looser budget constraint allowing higher social insur-
ance provision than would otherwise be the case and/
or a lower tax rate.



