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		Abstract

		This paper seeks to understand how welfare spending is affected by beliefs about fairness. The political science literature points to the median voter theorem and the effects of political institutions. The economics literature argues that the difference between American and European welfare states can be explained by differences in subjective beliefs. The evolutionary psychology literature suggests that reciprocity is hardwired and universal. We add to the literature in three ways. First, we bring together the political science, psychology and economics literature by testing the relationship between welfare spending and beliefs about fairness controlling for the effects of political institutions. Second, the literature is mostly limited to mature liberal democracies (OECD) while we study both OECD and developing countries. Finally, we provide a nuanced distinction between two types of welfare expenditures which are often ignored in the literature - those that equalize outcomes and those that provide social insurance. We find that, consistent with the median voter hypothesis, a stronger belief about fairness has a statistically strong, positive, robust and significant relationship with government health expenditure, controlling for political institutions. We also find that belief about fairness is closely associated with expenditure on social insurance (e.g. health expenditure) but not with equalization spending such as education. 
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