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IS POLITICAL INSTABILITY A PRODUCT
OF AUSTERITY MEASURES?
A REGIONAL STUDY IN THE CONTEXT OF SPAIN (1996-2015)

1 INTRODUCTION

In the aftermath of the financial crisis, austerity
has been the norm for Spanish fiscal policy. At
the same time, the Spanish political system has
experienced instability due to the disruption of
new political forces. One might expect austeri-
ty, by weakening the social protection pro-
grams, to be a relevant factor behind the politi-
cal instability increase. The thesis aims to inves-
tigate this relation.

Objectives:

- Find operational definition for political
instability and for fiscal austerity.

- Analyse the effect of fiscal austerity on
political instability.
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Literature idenfies the possibility of reverse cau-
sality with stability. However, this is not identi-
fied as a threat in the thesis context, as reforms
were imposed rather than optional.

The data used to account for austerity involves
the changes on social benefits and in-kind trans-
fer. And in order to avoid electoral expenditure
boom, it is proposed a term averaged measure
which portrays the fiscal policy of the period.
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The Political System Institutionalisation
Index (PSI): T (TV¢_n+RegVi_n)
Yn=0kt-nX

— 2
PSI =1 ST e

Seizes stablility, not just of the incumbent, but
of the political system as a whole. It is based on
the measures of Total Volatility, as an indicator
of stability; Regenerative Volatility, as a measure
of predictability; while taking into account pre-
vious elections, to capture consistency of the
other two characteristics.

To build the dataset , the methodology develo-
ped by Chiaramonte and Emmanuele (2017) is
used. The data used to compute the index are
the General elections results held in the period,
disagregatted by NUTS2 regions. Six observa-
: tions for each region are computed.

. 4 RESULTS

Regressing PSI index on social protection ex-
penditure changes. The most interesting results
are found using termed averaged changes.
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- Results can be consistent with the idea that
cuts on more critical public expenditure, as
the case of socail benefits, entail larger effects
on political stability.

- The study would greatly benefit from enlar-
ging the sample.

- Given the results, it would be interesting to
consider inequality in future studies.




