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from the 50 American states for the period 1880-2010. Today, strident party competition and

‘ ‘ J ¢ ask whether party competition improves economic and social well-being, drawing on evidence

partisan polarization are blamed for many of the ills of national and state politics. But a much
deeper political science tradition points to the virtues of competitive party politics. In this historical
analysis, we find that states with competitive party systems spend more than other states— and specifically
spend more on education, health, and transportation, areas identified as investments in human capital and
infrastructure. We find that this spending leads to longer life expectancy, lower infant mortality, better
educational outcomes, and higher incomes. Thus we conclude that party competition is not just healthy for
a political system but for the life prospects of a state’s residents.

central question in comparative politics—and

one of the foundational questions of econom-

ics (Smith 1776)—asks why some nations have
grown, prospered, and developed more rapidly than
others. While explanations of differing rates of devel-
opment range from genetic to biological to geographic
to environmental (see Baker 2013 or Diamond 1997
for syntheses), major cross-national research projects
argue persuasively that political competition lies at the
heart of this story (Acemoglu et al. 2019; Acemoglu and
Robinson 2006; Ansell 2010; Bollyky et al. 2019; Lin-
dert 2004; North, Wallis, and Weingast 2009; Paglayan
2021; Stasavage 2005). Comparative politics has shown
that varied political institutions can set nations on
different trajectories in the educational levels, wealth,
and well-being of their residents.

Yet in the field of American state politics—an arena
where, unlike in the international realm, we can examine
variation among states that are all, at least nominally,
democratic—this question has been all but ignored. This
isnot because the American states lack variation in levels
of prosperity or health or education. But why have some
states prospered, while others have faltered? What set
some states on a path to higher growth, a broader
expansion of educational opportunities, or an earlier
elimination of illiteracy? Why have some states been
able to reduce infant mortality rates more sharply than
others and even seen something as essential as the life
expectancies of their residents grow more rapidly?

Few scholars have taken up these questions. Those
who have are primarily economists, and they have
focused almost exclusively on growth in income levels
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(Besley and Case 2003; Besley, Persson, and Sturm 2010;
Frank 2009; Goldberg, Wibbels, and Mvukiyehe 2008;
Malloy, Pearson-Merkowitz, and Morris 2016; Mitch-
ener and McLean 2003) rather than the broader notion
of human development described in the work of
Amartya Sen (1999). Political scientists have done land-
mark research detailing the differences in policy choices
across states (Brown 1995; Caughey and Warshaw 2017;
Caughey, Warshaw, and Xu 2017; Dawson and
Robinson 1963; Dye 1966; Hofferbert 1966; Rose 2013;
Schneider 1988; Smith 1997; Winters 1976), but we have
found no work at the state level looking comprehensively
at the policy outcomes that these choices bring. While
Aldrich and Griffin (2018) do begin to examine these
questions, their units of analysis are regions (North,
South, and Border States) rather than individual states.
Our argument is that political institutions in
general —and party competition in particular —are cen-
tral to explaining variations in development across the
states. Parties give their members individual electoral
incentives to pursue the collective goal of improving the
public welfare, at the same time that they create the
political ties necessary to move a major policy program
through government (Aldrich and Griffin 2018; Key
1949). When parties compete most fiercely, these
incentives and advantages are magnified. Close com-
petition between two parties in a statehouse leads to
investments in human capital and infrastructure, with
these investments later paying off for the wealth,
health, and educational attainment of state residents.
In this new quantitative historical analysis of data on all
50 states, we test whether party competition has—by
facilitating public investments —led to more robust levels
of economic growth, higher levels of education and liter-
acy, lower infant mortality rates, and longer life spans. We
separate our empirical tests into two linked questions.
First, does party competition lead states to invest in
human capital and infrastructure, spending more on
policies promoting education, health, and transporta-
tion? Next, following the patterns identified in cities


https://doi.org/10.1017/S0003055421000617
http://creativecommons.org/licenses/by-nc-nd/4.0/
https://orcid.org/0000-0003-1971-9448
mailto:gerald.gamm@rochester.edu
https://orcid.org/0000-0002-5489-5837
mailto:tkousser@ucsd.edu
https://doi.org/10.1017/S0003055421000617

https://doi.org/10.1017/50003055421000617 Published online by Cambridge University Press

Life, Literacy, and the Pursuit of Prosperity: Party Competition and Policy Outcomes in 50 States

and regions by Cutler and Miller (2005), Kunitz (2015),
and Chetty et al. (2016), do these investments by states
pay off in future levels of well-being and development?

We leverage our historical approach to provide a
research design that is better suited to causal inference
than a cross-sectional snapshot analysis of the modern
era, which could confound institutional differences
across states with other, unmeasured features. Instead,
we employ the “difference-in-differences” approach
used in recent historical, comparative works showing
how shifts in political factors within nations over time
led to changes in economic development (Acemoglu
et al. 2019) and school enrollment (Paglayan 2021). In
these studies, the models include country fixed effects to
hold constant the distinct features of a nation, isolating
the impact of changes within that nation over time, and
include year fixed effects to hold constant common
shocks or trends that could account for secular trends
across all nations. Analogously, we estimate difference-
in-differences models that include state and year fixed
effects to study patterns across the 50 American states at
10-year intervals from 1880 to 2010, looking at both their
spending choices and a range of key policy outcomes.

Analyzing a broad array of data, we find that states
with competitive party systems do, in fact, spend more on
education, health, and transportation. We then find that
this spending leads to longer life expectancy, lower infant
mortality, better educational outcomes, and, in the pre—
New Deal era, higher incomes. Thus we discover that
party competition is not just healthy for a political system
but for the life prospects of a state’s residents.

LINKING PARTY COMPETITION TO
DEVELOPMENT

Our argument is that party competition plays a critical
role in determining whether states invest in programs
promoting the public welfare and that these programs
do, indeed, accelerate development. Party dynamics
are not the sole determinant of development, and our
analysis includes a range of other variables. But for the
elected officials who make state policy, the level of
competition plays a crucial role in shaping their indi-
vidual incentives and their collective capacity to create
the sorts of statewide policies, projects, and programs
that, decades later, will bring advances in health, edu-
cation, and economic welfare.

We lay out the potential influence of party competition
on state spending and development through two distinct
paths. First, when two parties are closely matched in the
fight for control of a statehouse, this should shape the
motivations of individual lawmakers. Second, the means
that are available to them to turn their goals into concrete
policy accomplishments should also be a function of the
level of party competition.

Motivations. The presence or absence of two-party
competition can strongly influence the incentives pre-
sented to individual politicians. When one party dom-
inates, politics cannot be organized along party lines.
Instead, loose and ephemeral factions divide the dom-
inant party. Democrats look to distinguish themselves

from other Democrats, and they split into factions. As
Key (1949) noted, when coalitions of legislators are
brought together by demagogues, machines, or
regional allegiances, as they often are in one-party
states, it can be difficult to develop a statewide pro-
gram. Leaders look to make their marks not by toeing
the line on broad policies but by delivering distributive
benefits to their own narrow constituencies (Gamm
and Kousser 2010). They introduce bills focused on
their districts or push for pork spending because such
opportunities to claim credit with their constituents
(Mayhew 1974) makes it possible for them to stand
out among other members of the dominant party.

By contrast, when two parties closely compete for
control of a statehouse, it is possible for lawmakers to
burnish their individual reputations by helping their
parties pursue a statewide program. Democrats have
an incentive to show how they differ from Republicans.
Demonstrating what their party stands for, not through
district bills or pork but through statewide policy making,
provides a route to electoral success (Aldrich and Griffin
2018). As intergenerational institutions, parties are
uniquely positioned to broker an exchange where costs
and benefits occur at different points in time—where
costs are paid today, but benefits are reaped in future
years. Writing about Congress, Cox and McCubbins
(1993) termed the link between collective party actions
and individual electoral payoffs the “party brand.”

Means. Even if individual legislators are motivated to
propose statewide policies, the collective actions neces-
sary to pass them and put them into effect require strong
party organization. Parties can build and sustain law-
making coalitions. By contrast, according to Key (1949,
308), “a loose factional system lacks the power to carry
out sustained programs of action.” In one-party states,
“enemies of today may be allies of tomorrow,” Key
(1949, 304, 305) contends. “Highly unstable coalitions
must be held together by whatever means is available.”
Party competition creates bonds between copartisans
from across the state and between the executive and
legislative branches, leading both parties to work for
programs that benefit a broad set of constituents
(Aldrich and Griffin 2018; Key 1949; Lockard 1959).
Wright and Schaffner’s (2002) comparison of floor vot-
ing in Kansas’s partisan legislature with Nebraska’s non-
partisan legislature demonstrates that parties structure
voting behavior. Examining state budgets, Gamm and
Kousser (2012, 20) show that “as party competition
tightened, states began to shift their spending away from
local projects and toward building statewide programs.”

When parties seek to build their brand and appeal to
voters across the state, where will they seek to spend
taxpayer money? Scholarship by economists, beginning
with Schultz’s (1961) widely cited work, calls attention
to spending related to “human capital.” In his discussion
of investments in human capital by state governments,
“expenditures on education, health, and internal migra-
tion to take advantage of better job opportunities are
clear examples” (Schultz 1961, 1; see also Becker 1993,
Goldin 2016). Transportation—which, unlike health
care and education, is not a direct investment in human
capital—represents the paradigmatic type of public
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investment in economic development (Peterson 1981,
51-2). As the World Bank (2021, FAQ no. 1) argues,
“economic growth and development” require invest-
ments in human capital, such as education and health
care, as well as in physical infrastructure. Bueno de
Mesquita et al. (2003), enumerating public goods,
include among their examples “general access to
education,” “antipollution legislation,” and “communi-
cation and transportation infrastructure” (Bueno de
Mesquita et al. 2003, 29; see also Bloom 2019). Examin-
ing the categories of state spending available for ana-
lysis, we therefore focus in this article on three specific
realms of public investment: education, health care, and
transportation.

Hypotheses. Creating party programs that invest in
these areas should appeal to voters, because inherent in
the notion of investment is that these types of spending
are likely to yield broad public benefits that are higher
than their costs to taxpayers. Vote-seeking politicians
looking to win credit for their party in closely competi-
tive systems, then, should focus resources on invest-
ments likely to bring developmental benefits (see
Bueno de Mesquita et al. 2003, 29-31). This provides
us both with a specific hypothesis about where we
expect spending to grow under tight two-party compe-
tition and with a placebo test identifying realms in
which spending should not grow.

Hypothesis 1. At times of strong two-party competition, a
state will spend more in the areas of education, health and
sanitation, and transportation than when its legislature is
dominated by one party.

Placebo Test for Hypothesis 1. At times of strong two-
party competition, a state should not increase spending in
areas that do not make investments in human capital and
infrastructure, including corrections, human services, and
other areas.

Turning next to the influence of spending on policy
outcomes, our expectation is straightforward: we
expectinvestments in human capital and transportation
infrastructure to pay off in more rapid rates of devel-
opment. This expectation follows the same causal logic
as studies showing that American cities that invested in
water sanitation systems in the early twentieth century
saw rapid declines in infant and child mortality (Cutler
and Miller 2005), that southern states had higher mor-
tality rates due to their low levels of spending on
hospitals and schools (Kunitz 2015, 83), and that urban
areas that spent more on preventive care saw higher life
expectancies in recent decades (Chetty et al. 2016). So
our second research question yields this hypothesis:

Hypothesis 2. When state lawmakers make especially
large public investments, this investment should pay off
in especially strong advances in the corresponding area of
human development.

2a. Higher spending on health and sanitation should
lead to a steeper decline in infant mortality rates and a
larger increase in life expectancies.

2b. Higher spending on education should lead to a
larger increase in high school graduation rates and a
steeper decline in illiteracy rates.
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2¢. Higher spending in all areas of human capital and
infrastructure —education, health, and transportation
—should lead to stronger growth in per capita income.

We are not able to conduct a placebo test for this
hypothesis because we cannot reject the possibility that
spending in other areas, such as welfare or public
safety, also contributes to development. Education,
health, and transportation, we contend, are founda-
tional to the well-being of populations, but they are
not the only paths toward development.

DATA SOURCES

Our analysis proceeds in two stages, testing first the
hypothesis that party competition spurs investment in
human capital and infrastructure and next the hypoth-
esis that this investment pays off in improving the
health, wellness, and prosperity of state residents. This
section introduces our measures and data sources for
the dataset that is fully documented and made available
to the public in Kousser and Gamm (2021), accessible
at the American Political Science Review Dataverse at
https://doi.org/10.7910/DVN/THOKCH.

Party Competition

In order to analyze our contention that tightly matched
parties are better able to assemble coalitions for broad-
based spending, we calculate the margin of control over
legislative seat shares, averaged (except in post-1935
Nebraska, which has a unicameral legislature) across a
state’s two legislative chambers, then subtract that mar-
gin from 100%. This measure of competitiveness can
range from 100% if the two parties are evenly matched
to 0% if one party holds every seat in a legislature. To
calculate these margins, we use the seat shares reported
by Dubin (2007). While we collected these data for
every state, at 10-year intervals from 1880 to the present
day, in this article we draw only on data through 1980,
since we are examining the impact of party competition
and spending decisions in one era on income and well-
ness outcomes in a future era (through 2010).

Figure 1 illustrates the trend of party competition in
three states, two of which are close to ideal types.
(These states, and others discussed below, are chosen
only for purposes of illustration.) Between 1880 and
1980, Alabama was a one-party state, with no serious
competition to the dominant Democratic Party and
almost no change over time. In 1940, for example,
Democrats held all but one seat in Alabama’s 106-
person lower house and every seat in the senate, yield-
ing a party competitiveness score that year of 0.9%.
Illinois, in contrast, was a highly competitive state
through almost the entirety of this period: in 1970, the
two parties each had 29 seats in the senate, and Repub-
licans had a 90-87 edge in the house—for a party
competitiveness score of 99.2%. Of the 11 years in
our study, Illinois was noncompetitive only in 1920.
Illinois, like Alabama, has experienced little variation,
year-to-year, in its level of party competition.
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FIGURE 1. Levels of Party Competition over Time: Ideal Types, plus Michigan
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If the whole world were Alabama and Illinois, we
would have little causal leverage for this project. Our
theory, of course, is that a two-party state like Illinois
spends more on health care, education, and transpor-
tation — with better outcomes for its citizens in terms of
health, literacy, and prosperity —than a one-party state
like Alabama. But we have no convincing way to test
that specific proposition in these two states because,
alongside party competition, there exists a multitude of
other factors, some measurable but many not, that
distinguish Illinois from Alabama. To understand the
impact of party competition, we must hold these other
factors constant, and the best way to do that is to
examine changes in party competitiveness over time
within a given state. That is the basis of our research
design: state fixed effects allow us to hold constant
consistent differences across states and focus our ana-
lysis instead on the decade-to-decade variation in levels
of party competition within states.

Michigan, as Figure 1 suggests, offers a path
forward—and Michigan, not Alabama or Illinois, is
representative of the great majority of states. In most
states, the level of party competition ebbed and flowed
between 1880 and 1980. Michigan provides a rich body
of data for analysis, with party competitiveness fluctuat-
ing over time, between a low in 1920 of 0% —when both
chambers in the legislature were entirely Republican—
to a high of 97.3% in 1970, when Democrats controlled
the house by a narrow 58-52 margin and the senate was
equally split between the two parties. Figure 2 provides

illustrations of some of the types represented by the
Anmerican states. Some states, like Oregon and Pennsyl-
vania, had competitive party systems in the late nine-
teenth century and in the second half of the twentieth
century, but were dominated by one party in the early
twentieth century. Others, like Kentucky and Maryland,
were the mirror image, with competitiveness peaking in
1920. And still others, like Florida and Vermont, were
one-party states, one Democratic and the other Repub-
lican, until the 1960s, when both became competitive.
Over a century’s time, there are as many patterns of
changes in party competition as there are American
states—and it is this very variety, above all the changes
from decade to decade within each state, that provides
the foundation for the causal claims we investigate.

We focus on party competition in the state legislature
because that is where the collective spending and policy
decisions that should directly affect state development
take place. However, because executive branch officials
also exert an important influence over policy, party
competition for statewide offices may be an additional
relevant measure. Using the dataset generously shared
by Ansolabehere and Snyder (2002), we compiled the
average margin of victory in the contests for U.S. Senate,
all U.S. House races, governor, and any other statewide
offices held in a state in a given year. This is the same
measure that Besley, Persson, and Sturm (2010) use in
their study examining the relationship between party
competition and economic growth. We include this
electoral measure alongside the legislative margin of
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FIGURE 2. Levels of Party Competition over Time: Varied Patterns
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competition to hold this factor constant and to see if it
adds any additional explanatory power in our models.

Control Variables

Our hypotheses about the impact of party dynamics are
ceteris paribus expectations. Yet because all is never
equalin the American states, we include in our models a
set of political, economic, and demographic control
variables in order to isolate the effects of party compe-
tition.

Democratic Party Strength

Spending patterns may be more a function of which
party controls a state rather than the level of two-party

1446

competition. While the literature probing the effects of
state party control on spending has yielded mixed find-
ings based on the era studied or the “party cleavage
types” (Barrilleaux and Miller 1988; Brown 1995;
Dawson and Robinson 1963; Dye 1966; Hofferbert
1966; Schneider 1988; Smith 1997; Winters 1976), this
is still an important alternative explanation for us to
consider. To account for this, we construct measures of
which party controlled the upper and lower houses in
each legislature, based on the data reported by Dubin
(2007), to determine whether Democratic control led to
higher spending. Since governors, too, are central in
making state spending decisions (Caughey, Warshaw,
and Xu 2017; Kousser and Phillips 2012), we record the
partisanship of the governor in each state in each decade
and include this measure in our regression models.
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Income per capita

A primary factor in determining a state’s ability to
invest in governmental spending —as well as an import-
ant determinant of its rate of development, which we
will discuss in the next section—is the economic
resources of its residents. Indeed, state income has
been a main variable in work in political science
(Barrilleaux and Miller 1988; Brown 1995; Dawson
and Robinson 1963; Dye 1966; Hofferbert 1966;
Schneider 1988; Smith 1997; Winters 1976) and in
economics (Besley and Case 2003; Besley, Persson,
and Sturm 2010; Frank 2009; Mitchener and McLean
2003) that have looked at state policy choices and
growth rates. We expect that more affluent states will
be able to spend more in all areas and that economic
attainment may also condition future development.
Our measure of per capita income comes from Klein
(2009) for 1880-1910, from Lee et al. (1957, 753) for
1920, and from Bureau of Economic Analysis (2016)
for 1930-2010. To convert this measure into current
(2016) dollars, we rely on McCusker (1991, 297-373)
for data from 1880 to 1910 and on Federal Reserve
Bank of Minneapolis (2021) thereafter.

Foreign-Born Percentage of State Population

A consistent finding of the literature on state and local
politics in America is that jurisdictions with many
immigrants face particular obstacles when it comes to
obtaining funding or finding legislative success
(Abrajano and Hajnal 2015; Gamm and Kousser
2013). Immigration has been a flashpoint throughout
American history, with different national origin groups
facing discrimination but the presence of discrimin-
ation remaining constant. To test for this, we use census
data to measure the percentage of foreign-born resi-
dents in each state. For 1880 through 1990, this is
reported in Carter et al. (2006). For 2000 and 2010,
we use Grieco et al. (2012).

Black Percentage of State Population

At least as much as immigrants have faced discrimin-
ation, Black Americans have long seen significantly
lower spending levels on social services in the states
in which they are most numerous (Grogan 1994; Plot-
nick and Winters 1985). To control for this factor, we
use the census figures in Carter et al. (2006) before 2000
and in Rastogi et al. (2011) thereafter.

Other Nonwhite Percentage of State Population

Because ethnicity along with race has been a source of
discrimination in the United States, we also measure the
“other nonwhite” population in the state—a census
category that, depending on the year, includes Asian
American, Native American, Latino/a/x, and Hawaiian
and Pacific Islander residents. Hajnal and Trounstine
(2005) offer evidence of ethnic and racial biases in local
spending, and Hero and Tolbert (1996), Hero (1998),
Filindra and Pearson-Merkowitz (2013), Butler (2014),

and Harden (2015) show how policy makers discrimin-
ate against ethnic minorities at the state level. We gather
these figures from Carter et al. (2006) before 2000 and in
Hoeffel et al. (2012), Hixson, Hepler, and Kim (2012),
and Norris, Vines, and Hoeffel (2012) afterward.

Urban Percentage of State Population

Finally, states with dense urban populations, compared
with those with a larger percentage of rural residents,
face different demands for the scope of government
and the types of services that the state is called upon to
provide. States with more city dwellers may also have a
different capacity to develop quickly. To control for the
effect of the urban share of the population, we collect
demographic figures from Carter et al. (2006) for all
years through 1990, from the State Data Center of lowa
(2000) for 2000, and from the U.S. Census Bureau
(2010) for 2010.

State Spending

How much each state spends—and in what areas—is a
pivotal variable in this study. For our first set of models,
state spending functions as the dependent variable, as
we test the hypothesis that party competition affects the
amount and allocation of dollars. And, for the second
set of models, state spending becomes the crucial inde-
pendent variable, as we ask whether expenditures on
human capital and transportation infrastructure affect
the well-being of people living in the state.

We rely on two main sources of data. Our primary
source is a series of reports issued by the U.S. govern-
ment aggregating local and state expenditures for each
state, with figures for total spending as well as figures for
spending by subject area. These reports —which cover
state and local spending in 1902, 1913, 1932, 1942, 1962,
1972, and 1982 —were aggregated by Sylla, Legler, and
Wallis (1995) into a single database, which we draw on
for our analysis. To extend this time series back to the
nineteenth century, Sylla, Legler, and Wallis (1993)
scoured archives and libraries to collect budget records
reported at the state level. The resulting data series is
less comprehensive than the one created by the federal
government, with some obvious gaps in state coverage
and no data on local spending. Still, given that spending
figures in the two data series are strongly correlated
during the period they overlap in the early twentieth
century and given, too, that no other comprehensive
record exists for this era, we rely on this second data-
base for state spending in 1880 and 1890. Most of our
analysis, however, relies simply on the twentieth-cen-
tury spending data.

Our theory links expenditures to party competition
at the state level and to decisions of state legislators, but
local governments have historically played powerful
roles in allocating money for public goods, especially
in the realm of education but also in such areas as
sanitation, transportation, and public safety—and
states differ considerably on this dimension (Bloom
2019; Burns 1994; Teaford 1984; 2002). Comparing
statewide investments requires, then, that we
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aggregate, as much as possible, expenditures made at
both the state and local levels. That is consistent with
the practice in these federal reports. This approach is
appropriate because, in the American system, state and
local governments are not separate layers of govern-
ment but intertwined entities, with states exercising
authority over local governments through the judicial
precedent of Dillon’s Rule and with many states heavily
funding local governments. While power and spending
are devolved in different ways in different states, the
federal reports account for this by aggregating total
state and local spending.

These reports include money from federal transfers
to state and local governments alongside own-source
revenues as the funding that supports total expend-
itures. Since federal transfers are often not segregated
in the ways that they are spent, including these dollars is
necessary (and, given the nature of state spending,
unavoidable) if we are to provide a comprehensive
picture of a state’s investment in infrastructure and
human capital. However, we need to attend to the
concern that these federal transfers might be substan-
tial in scale and correlated with levels of party compe-
tition in the state legislature. While we have no theory
that would predict that federal transfers are related to a
state’s partisan competitiveness, if the two variables
were to be positively correlated, we could not rule out
the alternate hypothesis that federal transfers, rather
than two-party competition, are driving investments in
education, health care, and transportation. The federal
government began reporting data on federal transfers
in its 1942 report—between 1880 and 1932, before the
New Deal, federal transfers to state and local govern-
ments were quite small—so we did a special analysis of
the data from the 1942, 1962, 1972, and 1982 reports.
We find that, even in the most recent decades, states
still draw on own-source revenues for the vast majority
of their spending' and that there is no correlation
between the level of federal aid to each state and its
level of party competition.” This finding alleviates any
concern that competitive legislatures are investing
more in education, health, and transportation simply
because they have more federal money to spend.

As Figure 3 shows, spending on education, health
care, and transportation have generally risen over time,
in constant dollars, across all states. These parallel
trends satisfy a foundational requirement of the differ-
ence-in-differences technique. Just as important,
though, is the substantial variation among the states.
We offer three sets of examples in Figure 3. On

! Averaging across all states, federal aid accounted for 10.8% of state
revenues in 1940, rose to 14.1% in 1960, peaked at 18.0% amidst the
Great Society programs going into effect in 1970, and then dipped
slightly to 16.7% by 1980. It never rose above 27.1% for any state in
any year.

2 The correlation between the proportion of a state’s revenues that
come from federal aid and its level of legislative party competition is
—0.04, falling far short of statistical significance, over this period.
Calculating that correlation separately for each decade also does
not yield any significant positive correlations between federal aid and
party competition.
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education spending, Idaho consistently spent more than
Delaware from 1900 until 1940—though the lines on the
graph are compressed, the differences, such as $173
versus $52 in 1910, were very large—then, in 1940, the
lines crossed. Since then, Delaware has been the bigger
spender on education, though the two states came close
to converging again in 1980 after a large drop in spend-
ing in Delaware. On health spending, Figure 3 shows two
states, Indiana and Minnesota, with nearly identical
levels of spending from 1900 to 1960, which then diverge
sharply in 1970 and 1980. And Georgia and Maine,
which we illustrate for transportation spending, began
at the same level, but diverged early. By 1930, Maine
spent more than four times as much as Georgia on
transportation, and Maine continued to outpace Geor-
gia in this realm by a considerable amount until 1980,
when Maine’s spending fell sharply, in constant dollars.
This decade-by-decade variation, replicated across
all the states, is crucial for our study. Coupled with
variation in levels of party competition, it allows us,
first, to perform within-state analysis of the influence of
changes in party competitiveness on state spending
decisions. And, second, that same variation allows us
to engage in within-state analysis of how changes in
spending affect the well-being of state residents.

Measures of Health, Education, and Income

Identifying measures for wellness outcomes, especially
at the state level and over a century’s time, was a wide-
ranging research challenge. To our knowledge, no
comparable dataset has been assembled before. We
drew on an array of sources, identified in the Data
Sources document posted in the American Political
Science Review Dataverse, and consulted other
scholars to construct datasets that document residents’
well-being in these states at 10-year intervals between
1880 and 2010. For this article, we only present data in
which we have great confidence: where we could not
resolve significant historical problems or doubts, we do
not use those data. For each variable (except high
school graduation rates, which we explain below), all
the data come from a consistent set of sources and, in
any given year, the data for every state is drawn from
exactly the same source.

Figure 4 summarizes our five primary wellness meas-
ures, with each state in each decade represented as a dot.
The broad trend lines are clear: on all five wellness
measures, the state of the American population has
improved over time. Infant mortality and illiteracy have
fallen, while life expectancy, graduation rates, and
income have all risen over the last century. As was the
case with state spending, the patterns apparent in this
figure provide support for a key assumption of the
difference-in-differences models: the assumption of par-
allel trends. What Figure 4 conceals, though, is state-by-
state variation and year-by-year changes in individual
states. Our within-state analysis requires that, just as
changes in party competition and spending vary from
state to state, the same variation be present in this set of
dependent variables. We proceed, then, to present fig-
ures on measures of well-being that focus on one
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FIGURE 3. Education, Health, and Transportation Spending (in Per Capita, Constant Dollars)
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measure at a time, allowing us to isolate individual states
and to compare changes in one state to those in another.

Life— Infant Mortality

While the federal census reported figures on infant
mortality beginning in 1890, not until 1910 did it begin
reporting data only for “registration states,” where fed-
eral officials trusted the state data. The number of
registration states increased from seven in 1910, to
23 in 1920, to 46 in 1930, and to all 48 in 1933. Figure 5
illustrates infant mortality rates (where data exist) over
the period 1920-2010. Each state is represented by a gray
line in the figure, with the lines of two states highlighted.

As this figure shows, there was historically great vari-
ation in levels of infant mortality and in the rate of
improvement. Mississippi and New Mexico, for example,
dramatically reversed positions over time. In 1930 the
infant mortality rate in Mississippi, 68 deaths for every
1,000 live births, ranked it somewhere in the middle of
states. But by 1960, Mississippi’s rate, at 42, was the
highest in the country, and it has been the highest ever
since, even as it has continued to decline. New Mexico, in
contrast, which in 1930 had by far the highest rate in the
country with 145 infant deaths for every 1,000 live births,
now ranks in the middle of the pack. Rates in all states
have fallen and converged over the last few decades, but
there remain significant differences between states.
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FIGURE 4. Measures of Life, Literacy, and Prosperity over Time in 50 States
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Mississippi’s rate in 2010, 9.6 deaths per thousand, is
70% higher than New Mexico’s, at 5.6.

Life— Life Expectancy at Birth

The federal census reported life expectancy data for
just one state (Massachusetts) in 1890, five states in
1900 and 1910, and half the states in 1920. The 1920 and
1940 state-level data were reported only for whites, and
there was no 1930 data at all.> Only in 1950 did the

3 As we discuss in the Data Sources document posted in the Ameri-
can Political Science Review Dataverse, we are able to draw on other
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federal census begin systematically reporting life
expectancy for all people in each state. Examining
Figure 6, the general trend is clear: steady improve-
ments in life expectancy at birth. But differences
between states have been substantial. In 1920, life
expectancy in the territory of Hawaii was just 47.5 years,
the lowest in the country, and in California it was
55.8 years. By 1960, with full data reported for all states,
Hawaii’s rate, at 71.6, slightly exceeded California’s, at

data in the census to estimate life expectancy for the entire popula-
tion of each state in 1920, including nonwhites, but the 1940 figures
represent data only for people classified by the census as white.
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FIGURE 5. Infant Mortality
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70.8. In subsequent decades, Hawaii—which had once
had the lowest life expectancy in the country—has had
the highest. California, which lagged behind Hawaii in
the second half of the twentieth century, nearly closed
the gap by 2010. The variation among the states is
evident throughout the whole time period, including
the period since 1950 when the fullest data are avail-
able.

Literacy— Illiteracy Rates

Between 1880 and 1960, when the data series ends,
the federal census reported illiteracy rates for each
state’s population. As Figure 7 suggests, state

populations once differed dramatically on this meas-
ure. In some states, like Virginia, the rate has plum-
meted over time—from 40.6% (1880) to 24.3%
(1900) to 3.4% (1960). In others, like New York,
illiteracy rates were already low, at 5.5% in 1880
and decreased only slightly over time, to 2.9% in
1960 —a small decline next to the experience in Vir-
ginia, but still a considerable improvement from the
perspective of New Yorkers.

Literacy— High School Graduation Rates

To measure high school graduation rates, we draw on
two different data series. For the period 1890-1940, our
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FIGURE 6. Life Expectancy
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data estimate the proportion of 18-year-olds who
graduated in a given year from high school. For the
period 1950-2010, our data show the proportion of all
adults who are high school graduates. In an age when
high school graduation rates steadily increased —which
by definition means that the proportion of young adults
with high school degrees is greater than the proportion
of older adults with high school degrees—the first
measure is markedly higher. Both data series, separ-
ated by a gap, are illustrated in Figure 8.

Before 1940, the federal government did not collect
data on the number of high school graduates in each
state’s adult population. So we instead report an esti-
mated number of each year’s high school graduates, as
a proportion of that state’s 18-year-olds. (In calculating
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this estimate, we draw extensively on Goldin 1994 as
well as on a number of primary sources. See our Data
Sources document posted in the American Political
Science Review Dataverse for a detailed discussion.)
As Figure 8 indicates, these data show great improve-
ment over the period 1890-1940, with all states trending
sharply up. But states, on this as on other measures,
varied. Ohio, which had a lower graduation rate than
New Hampshire at the turn of the twentieth century —
with Ohio at 10.7% in 1900 and New Hampshire at
17.6% —had risen to 37.9% by 1930, with New Hamp-
shire at 37.8% that year.

Since the middle of the twentieth century, data on
graduation rates is straightforward to locate: the federal
government has regularly surveyed the population and
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FIGURE 7. llliteracy Rate
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reported the percentage of adults in each state who
graduated from high school. These are the data we
report for 1950-2010. The story here, again, is of pro-
gress across the board, but each state charted its own
path. Starting by this measure at the same place in 1950,
at 37%, New Hampshire and Ohio followed different
trajectories over the next 60 years. New Hampshire,
which at the turn of the twentieth century had more
teenagers graduating from high school than Ohio, had
more high school graduates in its population at the turn
of the twenty-first century. In 2010, 91.3% of New
Hampshire’s adults and 87.6% of Ohio’s adults had
graduated from high school.

Prosperity— Income per capita

The final measure of well-being, income per capita, is
drawn from the same data sources identified in the
previous section. In the first stage of our analysis, we
use present income as a variable to predict the level of
state spending, given our expectation that states with
the capacity to raise more in tax revenue are likely to
spend more than other states. But, in the second stage
of our analysis, we use future income as a measure of a
state’s success in stimulating greater prosperity after
investments in human capital and infrastructure have
time to pay off. Using per capita income as a measure of
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FIGURE 8. High School Graduation Rates
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economic growth follows the approach of other histor-
ical works on political economy in the states, since state
GDP data are not available before the 1960s (Barro
and Sala-i-Martin 2004; Besley, Persson, and Sturm
2010). Figure 9 offers an example of the disparities
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among states on this measure. Measured in current
(2016) dollars, per capita income in Connecticut,
already relatively high at $6,300 in 1880, rose to
$63,000 by 2010, higher than that of any other state.
Montana, in contrast, buoyed by silver and copper
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FIGURE 9. Income Per Capita
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mining in the late nineteenth century, began at a very
high level —$10,600 in 1880 —but rose to just $38,000 by
2010.

DOES PARTY COMPETITION SHAPE
SPENDING PATTERNS?

Our first empirical question probes the initial link in our
causal chain, asking whether party competition gives

lawmakers the motivation and the means to pass the
major statewide programs that lead to larger investments
in human capital and infrastructure. If so, we should
observe higher spending levels in the three areas that
specifically respond to broad public demands and poten-
tially facilitate development: education, health care, and
transportation. In order to further strengthen our
research design, we also conduct a series of placebo tests
showing that closely competitive states invest in these
three areas but that they do not spend more in other
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TABLE 1. Party Competition Predicts Higher Human Capital and Infrastructure Spending, 1880-
1980
Education spending Health spending Transportation spending
Legislative party competition $1.56*** $1.18** $0.33** $0.18** $0.49 $0.88**
(0.54) (0.60) (0.16) (0.10) (0.38) (0.37)
Electoral competition -1.53 -0.03 -1.53"
(1.15) (0.18) (0.88)
Democratic house -2.85 13.41 -57.09**
(24.75) (8.04) (22.93)
Democratic senate —29.86 -16.55"* 8.67
(32.12) (8.13) (26.28)
Democratic governor -22.89 -12.80** 6.46
(24.86) (5.33) (14.90)
Income per capita 0.03*** 0.013*** -0.01
(0.01) (0.00) (0.01)
Foreign-born % -16.66"** -2.07** -6.29
(4.75) (0.96) (4.18)
Black % 1.59 0.39 -0.07
(3.95) (0.86) (2.96)
Other nonwhite % 8.33 4.51* 0.24
(8.08) (1.86) (5.77)
Urban population % 5.39** -0.13 5.06™**
(2.40) (0.39) (1.68)
State fixed effects included included included included included included
Year fixed effects included included included included included included
Observations 398 380 326 310 374 357
R? 0.96 0.97 0.89 0.92 0.87 0.89
Note: Table entries are regression coefficients, with standard errors clustered by state in parentheses. ***p <0.01, **p <0.05,*p <0.10ina
one-tailed test.

budget areas such as public safety, social services, and
other governmental functions.

To isolate the impact of party competition on spend-
ing patterns, we turn to time-series, cross-sectional
models with state and year fixed effects. The differ-
ence-in-differences models reported in Table 1 explore
the effects of changes over time within a state. Our
models ask whether, in a year in which party competi-
tion is particularly high, a state spends more than its
expected baseline level. Year fixed effects account for
the national trends that affect all states at the same
time, such as macroeconomic fluctuations, changes in
federal aid, and new demands on the role of govern-
ment. State fixed effects give each state its own base-
line, alleviating the concern that there is some omitted
characteristic that leads a state to have a one-party
system and, independently, to spend less and develop
more slowly. This sort of endogeneity would threaten a
cross-sectional research design, but our approach con-
trols for consistent state-to-state differences. A state’s
status as one-party or competitive appears to have been
driven by major, exogenous events, such as the Civil
War, Reconstruction, the 1896 realignment, the New
Deal, or the civil rights revolution of the 1960s—and it
was rarely fixed.*

4 At any one moment, one-party states included not only the Demo-
cratic states of the South in the pre-1980 era but also legislatures that
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Our first models examine the influence of party
competition on spending in each area with only these
two fixed effects, to ensure that the effect is clear and
does not depend on the mixture of other variables used
in the model. Our second models include a full set of
political, economic, and demographic controls, to
account for the fact that states experience different
shifts in these characteristics over time which may
covary with party competition.

Using both approaches, we observe the strong influ-
ence of legislative party competition on investment in
human capital and transportation infrastructure. All of
these effects are statistically significant at the 95%
confidence level. In our models of education spending,
party competition has a strong and significant impact
upon spending whether or not we also include control
variables. Every additional percentage point in com-
petitiveness leads, in the model with the full host of
controls, to a predicted $1.18 increase in education
spending. A shift in party competitiveness between that
in Michigan in 1920, when Republicans held every seat
in the legislature, and an evenly balanced legislature,
which Michigan approached in 1970, brings a 100-point

were almost entirely Republican like Michigan, Vermont, or
Washington in 1921. More important, most states differed over time
in their level of party competition, sometimes dramatically and in
quick fashion.
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increase in party competition and thus a predicted $118
increase in spending per capita. Since education spend-
ing per capita averages $699 across the span of our
dataset, the effect of party competition on it is substan-
tively as well as statistically significant.

Party competition also exerts significant impacts on
spending on health and sanitation and on investment in
transportation infrastructure. In the model with polit-
ical, economic, and demographic controls, a full 100-
point increase in competition would bring a predicted
$18 increase in spending on health (which averages
$103 per capita in this period). For transportation, the
same increase in competition would yield $88 more in
per capita spending (in a policy realm that averages
$276 per capita in each state). Note that these estimates
come from models that hold constant which party
controls the governorship and each house of the state
legislature, along with the level of competition in state-
wide elections, income levels in a state, immigrant and
nonwhite percentages of the population, and the urban
population share. The fact that party competition
exerts large and consistent effects, while holding so
much else equal, highlights its critical influence.

While we find strong evidence that legislative party
competition appears to drive increases in spending on
health, education, and transportation, one concern is
that competition may simply drive up state spending in
every policy domain. To address this, we run the pla-
cebo tests reported in Supplementary Table A.1, avail-
able in our Supplementary Materials. These estimate
the influence of party competition on the other major
areas of state spending. According to the theory that
close party competition incentivizes specific investment
in developing human capital and infrastructure, but not
spending in other realms, we should find null effects on
other areas of spending. This is generally what we
observe. Party competition has no effect on public
safety spending or the residual “other spending” cat-
egory (which is the second largest category), and there
is suggestive evidence that it actually leads to a
decrease in social service spending. Overall, what these
placebo tests show is that two-party states do not spend
more in every area but instead invest specifically in
human capital and infrastructure.

Beyond party competition, the coefficients reported
in Tables 1 and A.1 highlight what is held constant in
these analyses and report observed effects. The stron-
gest finding, and one that is consistent with a plethora
of prior studies, is that spending rises when per capita
incomes are higher; this is true even with state and
year fixed effects. Spending in most areas is also lower
when the foreign-born percentage in a state is particu-
larly high, consistent with findings by Gamm and
Kousser (2013) and Abrajano and Hajnal (2015).
Spending on education, transportation, and the “other
government areas” category is higher when urban
population percentages rise. Perhaps most surprising
to contemporary readers, Democratic Party control of
the legislature and the governorship yields only a few
mixed effects. Yet the lack of an effect of party control
on spending mirrors studies from an earlier era
(Dawson and Robinson 1963; Dye 1966; Hofferbert

1966; Winters 1976). It also fits with Caughey, War-
shaw, and Xu’s (2017) finding that while the election
of Democrats has led to more liberal policies since
1980, the link between party control and policy liber-
alism was much weaker throughout the earlier period
studied in our regressions.

As a check on the robustness of our findings, we
investigate whether the link between party competi-
tion and spending patterns was present even before
the myriad changes that took place in state govern-
ments beginning in the 1960s. Ansolabehere, Gerber,
and Snyder (2002) show that the reapportionment
revolution following the Baker v. Carr decision in
1962 shifted spending patterns across types of districts,
while changes in state tax policies (Teaford 2002),
increasing federal grants to states (Bloom 2019), and
the movement to professionalize state legislatures
accelerated in the late 1960s and onward. To ensure
that changes occurring after 1960 are not driving our
results, in Supplementary Table A.2 we reestimate
these models with data only for the period 1880-
1960. We find that the influence of party competition
on education spending and on health spending remains
strong and significant. The effect of competition on
transportation spending loses its statistical significance
in these models that draw on fewer observations, but
the estimated effect is still positive. This analysis
shows that our effects are not time bound or a function
of the redistricting revolution or other changes in the
1960s.

DO STATE INVESTMENTS PAY OFF IN WELL-
BEING?

Do the decisions that parties make in state capitols
change the lives of their state’s residents? This is a
threshold question to evaluate whether the strong links
that we find between party competition and spending
patterns have implications for the long-term arc of
development in the American states. In this section,
we test the impact of investments in human capital and
infrastructure on state health, educational, and eco-
nomic outcomes.

As we did in our analysis of spending patterns, we
take a difference-in-differences approach. This maxi-
mizes the causal leverage that we can draw from our
time-series, cross-sectional data by using state and year
fixed effects, alongside a set of economic and demo-
graphic controls, to hold constant the unmeasured
characteristics of each state and the common national
forces that might affect development in all states in a
given decade. Our models explore the impact of
changes in spending levels on development over time
within a state, relative to its expected baseline level.

We match the type of investment with the realm in
which it could pay off. Thus we look at how health and
sanitation spending affects infant mortality and life
expectancy, at how education spending reduces illiter-
acy or increases high school graduation rates, and how
health, education, and transportation spending influ-
ence income levels. We expect spending to have a
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TABLE 2. Spending Levels Predict Development, 1880-2010
Infant Life expectancy (30 High school lliteracy rate (30
mortality years later) completion years later)
Health, sewer, and sanitation -0.039*** 0.003*
spending per capita (0.01) (0.002)
Education spending per capita 0.004*** 0.004**
(0.001) (0.002)
Income per capita 0.00 0.00 0.00 0.00
(0.00) (0.00) (0.00) (0.00)
Foreign-born % 0.04 -0.05 —0.34*** 0.074***
(0.38) (0.04) (0.11) (0.01)
Black % 0.18 0.00 0.08 -0.03
(0.35) (0.04) (0.08) (0.03)
Other nonwhite % -0.38 0.04 0.02 0.02
(0.63) (0.07) (0.17) (0.05)
Urban population % -0.64** 0.01 0.24*** —0.048***
(0.30) (0.02) (0.05) (0.01)
State fixed effects included included included included
Year fixed effects included included included included
Observations 240 272 374 168
R? 0.92 0.98 0.96 0.43
Note: Table entries are regression coefficients, with standard errors clustered by state in parentheses. ***p <0.01, **p <0.05,*p <0.10ina
one-tailed test.

nearly immediate impact in two of these realms: infant
mortality and high school completion, because deliver-
ing more programs to these targeted populations could
potentially change their outcomes in the short run.
Average life expectancy, the percentage of the adult
population that is illiterate, and overall per capita
incomes are all population characteristics that should
take longer to change, so we test for these policy effects
one generation (30 years) later.

Table 2 reports the effects of spending on our life and
literacy measures. We find that when states make
strong investments in health care and education, these
are generally followed by rapid progress in develop-
ment. First, we find strongly significant evidence for our
expectation that spending in health and sanitation
reduces infant mortality rates. When a state spends an
additional $18 per capita in this realm—which was the
predicted effect on spending when moving from a one-
party to a highly competitive legislature —it should see
a decrease of 0.7 deaths per thousand births. This effect
is significant at the 95% confidence level. Our models
of life expectancy provide less conclusive evidence.
Here, the impact of spending is significant only at the
90% confidence level in a one-tailed test.

For education spending, both of our models reveal
clear effects on development that are significant at 95%
confidence levels and substantively important.
Remember that our spending models in the prior
section predicted that states with closely competitive
party margins would invest $118 more per capita in this
realm than those dominated by a single party. Our
model of high school graduation rates® shows that such

3 This model combines two distinct time series: 18901940 data on the
percentage of 18-year-olds who graduate from high school in a single
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an investment should increase graduation rates, meas-
ured immediately afterward, by half a percentage point.
For illiteracy rates, measured 30 years later, such an
investment would reduce the illiterate proportion of
the overall population by nearly half a percentage point
toward zero. Note that each of these effects is estimated
within a state for a single decade: the accumulated
effects of consistent investment over many decades
can set states on very different developmental paths.
Table 3 reports the impact of spending—on health,
education, and transportation —on our fifth measure of
development, state income per capita. The three “full
sample” models, estimated on data from our entire
time series, do not show significant effects for any type
of spending: the estimated impact of health, education,
and transportation spending is always smaller than its
standard error. Yet this overall null effect obscures an
important time-bound effect in our dataset. When we
look at the impact of spending during the pre-World
War 1II period of our study—the state budgets passed
from 1880 through 1940—we find that health and
education expenditures had a strong positive effect on
incomes. An additional $18 of health and sanitation
spending leads to a predicted $257 increase in income
levels 30 years later. When states spent an additional
$118 on their education budgets, they could expect
income levels to increase an extra $544 a generation
later. Both of these effects are significant at the 95%

year and 1950-2010 data on the percentage of the adult population
with high school degrees. We began by estimating separate models
for each version of this dependent variable. Because we found
positive and statistically significant increases in high school gradu-
ation rates in each period (and thus with each measure), we report a
single model bringing together all of this data for the sake of brevity.
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TABLE 3. Health and Education Spending Levels Predict Income (Only in Pre—-New Deal Period)
Income per capita Income per capita Income per capita
(30 years later) (30 years later) (30 years later)
Full sample 1880-1940 Full sample 1880-1940 Full sample  1880-1940
Health, sewer, and sanitation -0.45 14.03***
spending per capita (4.26) (4.38)
Education spending per capita 0.29 4.61*
(0.91) (1.82)
Transportation spending -1.40 0.29
per capita (1.52) (2.69)
Income per capita 0.77*** -0.12 0.94*** 0.19** 0.90*** 0.17*
(0.20) (0.08) (0.19) (0.09) (0.18) (0.09)
Foreign-born % -188*** -32.42 -111.7* 15.88 —151*** -14.04
(69.57) (33.02) (46.85) (31.71) (49.87) (29.46)
Black % —159*** -45.25 —122*** -38.40 -126** -9.53
(51.46) (41.67) (42.45) (46.55) (47.91) (52.44)
Other nonwhite % 17.79 -73.77 38.69 -71.91 33.94 -73.77
(76.41) (73.36) (80.24) (107.60) (81.76) (76.62)
Urban population % —94*** 41.98* —-101*** 20.40 —95*** 28.93
(29.41) (21.27) (25.81) (18.88) (26.77) (22.13)
State fixed effects included included included included included included
Year fixed effects included included included included included included
Observations 336 192 408 264 384 240
R? 0.98 0.99 0.98 0.98 0.98 0.98
Note: Table entries are regression coefficients, with standard errors clustered by state in parentheses. ***p <0.01, **p < 0.05, *p <0.10ina
one-tailed test.

confidence level. Transportation investment did not
lead to any apparent payoff.

We did not have an a priori expectation that the
impact of investment in human capital and infrastruc-
ture on incomes would only be present in decades
through 1940. Post hoc explanations such as the New
Deal, the economic boon that followed World War 11,
or the increased role that the federal government took
in alleviating income disparities through Great Society
programs could be advanced and explored in future
work. Still, we think that the link between human
capital spending and income growth over a six-decade
period is an important feature of state politics worth
noting.

CONCLUSION

When Schattschneider (1942, 1) wrote that “modern
democracy is unthinkable save in terms of the
parties,” he expressed a sentiment that came to define
the modern study of democratic regimes. That he
wrote of “parties” rather than “party” was no acci-
dent; a single party was insufficient. Without competi-
tive parties, voters lacked the ability to influence
government through elections (Aldrich and Griffin
2018; but see Achen and Bartels 2016). “The grand
objective of the haves is obstruction,” Key (1949, 307)
argued, based on his observation of the one-party
American South in the 1940s. “Organization is not
always necessary to obstruct; it is essential, however,

for the promotion of a sustained program in behalf of
the have-nots.”

With this article, we argue that party competition has
been crucial to the well-being of the American people.
Our findings buttress the argument that party compe-
tition leads legislators to spend more and to do so
specifically by investing in human capital and infra-
structure through expenditures on education, health
and sanitation, and transportation. This spending then
leads, in the short term and a generation later, to
measurable improvements to the public welfare. We
find that states that spend more—and spend more
because of party competition—become places where
children are more likely to survive infancy, where they
learn to read and where they graduate from high
school, where adults live longer lives, and, at least in
the pre-New Deal era, where people earn higher
incomes.

Our approach draws on work in comparative politics
that examines the role of democratic institutions in
promoting capital growth and well-being around the
world. Building from Meltzer and Richard’s (1981)
model, these works examine whether the transition
from autocracy to democracy and expansion of the
franchise empower poorer voters who demand redis-
tribution (Acemoglu and Robinson 2006). While there
is an empirical debate in the comparative literature
over whether democratization does, in fact, lead to
investments in health care and education—with some
studies finding that it leads to more spending on edu-
cation (Ansell 2010; Lindert 2004; Stasavage 2005) and
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others questioning whether it is truly good for the poor
(Ross 2006) —recent research shows that democratiza-
tion brings an increase in the provision of secondary
education (Paglayan 2021) and the rate of economic
growth (Acemoglu et al. 2019).

The territory we excavate is subnational; the
50 American states share a common political, constitu-
tional, and economic context. Our independent vari-
able is party competition, not the presence or absence
of democracy.® The fact that shifting levels of party
competition result in substantively large and statistic-
ally significant effects on public investments and on the
lives of state residents offers an important parallel
between levels of democratization across the world
and levels of party competition within the United
States. Our core finding is stark and, as far as we know,
novel: even among regimes that are all nominally
democratic and in many regards quite similar, party
competition improves the average person’s well-being,
educational levels, and income.

Is this true still in 2021? That question has hovered
over our work. Since the effects of party competition
are often not measurable for decades, we focused on
levels of party competition over the period 1880-1980,
looking at the effects of party competition on current
spending and future measures of wellness. But Ameri-
can politics began changing profoundly in the 1980s.
These last four decades have been a time of unremitting
and closely fought party competition in national polit-
ics, new social and cultural cleavages, historically high
levels of partisan polarization, a collapse in mediating
institutions, shifting norms and rules in Congress, geo-
graphic sorting, and the growth of social media
(Abramowitz 2010; 2018; Campbell 2016; Fiorina
2005; 2017; Hopkins 2017; 2018; Hunter 1991; Klein
2020; Lee 2016; Lofgren 2012; Mann and Ornstein
2012; McCarty, Poole, and Rosenthal 2006; Rauch
2016; Smith 2014; Zelizer 2020). Valence issues once
dominated American politics—voters and elites alike
agreed on many policy goals—but, increasingly, politics
has become a zero-sum game, with the two major
parties in fundamental conflict on most important
issues (Carr, Gamm, and Phillips 2019; Hopkins,
Schickler, and Azizi 2020). In the contemporary envir-
onment, we recognize that the historic importance of
party competition may be attenuated, negated, or even
reversed. We realize, too, that the rise of the Demo-
cratic Party in this era as a distinctively liberal party
(Caughey, Warshaw, and Xu 2017) may also mean that
the party in control matters now in ways it did not
matter in the past.

But the past is not easily swept aside, and it may yet
be prologue. As recently as the 1970s and 1980s, after
all, political scientists regarded parties as increasingly
irrelevant (Mayhew 1974; Nie, Verba, and Petrocik
1976; Wattenberg 1986). While readers in another

% We recognize that one-party states cannot be fully democratic and
that the one-party regimes in the South, grounded until the 1960s in
white supremacy and the active exclusion of Black voters, were
fundamentally undemocratic.
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generation or two may conclude that party competi-
tion—a hallmark of American politics since the days
of Madison, Hamilton, and Jackson and perhaps the
nation’s greatest contribution to modern democracy —
suddenly ceased to be beneficial in the 1980s, our
generation cannot render that verdict. What we show
here, drawing on a full century of data on party
competition and spending, as well as data on health,
literacy, and prosperity through 2010, is the central
importance of two-party competition to the rise of the
American state and the flourishing of the American
people.
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