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Reykjavik, 24-27 August 2011.

Breaking the Cartdl:
The Effect of State Regulation on New Party Entry *

Abstract

Despite the growing amount of party regulation,sti# have a limited
understanding of the effect that party laws have palitical
competition. Notwithstanding the predictions thatumbent parties
adopt rules favouring their own position, foundtbat the cartel party
thesis and the rational actor view of politics, w@ntinue to witness
the appearance of new political parties, some ofctvisuccessfully
enter parliament. Using comparative electoral datad a newly-built
dataset on party regulation in post-war Europe, tnace changes in
the rules governing parties and explore the eftégpbarty regulation
on the number of (successful) new entrants. Ovewall find that
increasing regulation significantly decreases thenier of successful
new entries overall, while being a post-communigimdcracy

significantly increases the number of new entrants.

Introduction

In recent years, both the external activities amal internal operations of political
parties in European democracies have become imecgbassubject to external

regulations which define or prescribe their operati Indeed, the legal regulation of
parties has become more and more customary, tpdim that, as Katz has noted,

parties have become ‘legitimate objects of stageilegion to a degree far exceeding

! An earlier version of this paper was presentetetPSA-ECPR conference in Sao Paulo, 16-19
February 2011. In addition to the conference patitts, we are grateful to Fernando Casal-Bértda an
Susan Scarrow for their helpful comments and suiggess This paper forms part of a larger research
projectRe-conceptualizing party democraehich is funded by the European Research Council
(ERC_Stg07_205660). Their financial support iseftdly acknowledged.
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what would normally be acceptable for private asgamns in a liberal society.’” (Katz
2002: 90) Many of these regulations were first ddtrced or were substantially
extended in the wake of the introduction of pullieding for parties, as the provision
of state subventions inevitably demanded a moréieddsystem of party registration
and control. Controlling party access to the puliiroadcasting media has also
required the introduction or extension of the systd regulation, which has acted to
codify the status of parties and their range ofvaiEs. In addition, the rising level of
popular discontent seems to have encouraged thetnesa of further party
legislation, with the primary focus on the questimw parties ought to operate if they
are to fulfill their democratic functions adequgtebiven their fundamentally private
and voluntary character, the state in liberal dawmtor societies has traditionally been
reluctant to intervene in the operations of pdditiparties. Today, however, 19 out of
the 33 European democracies has adopted a lawedimtncing of political parties,
20 countries have adopted a special party law, evBB of them have formally

codified political parties in their national corations.

As the regulatory environment of political partissbecoming increasingly more
intense, the question rises if this has any coresmps for the party systems within
which they operate. Despite the increased amoumpiadiy regulation, however, the
phenomenon has received relatively little systeenstholarly attention from political

scientists or constitutional lawyers, with the phbles exception of Germany, the
‘heartland of party law’ (Muller and Sieberer 20@&5). Indeed, the subject of party
law continues to be a neglected aspect of researchpolitical parties, with

discussions of party law in the scholarly literatunsually limited to passing
references and lacking a comparative dimension ¢gAvth995: 286; for a recent
exception, see Karvonen 2007). In this paper, wevige a comprehensive
comparative analysis of the effect of party regataton party formation and party
entry in post-war Europe, focusing in particulartbe extent to which the changing
regulatory environment acts to deter the successftly into parliament of new

parties. We observe that the overall increase @ ribgulatory environment for
political parties is most significant with regaaldthe regulation of party financing and
the party organization In examining the effect @julation on party competition, we
do not find confirmation that increasing regulatideters new party formation,

however our analyses show that more regulationah@sgative impact on new party
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entry overall. In addition, our study demonstrates successful new party entries are

significantly higher in the post-communist states.

Regulation and the challenge of new entrants

In their seminal paper, Katz and Mair (1995) sugdkat in the process of party
transformation and adaptation in Western Europe, amdy the linkages between
parties and civil society have become progressiwagker but those between parties
and the state appear to have strengthened. Asl ofgheir movement away from
civil society and towards the state, parties haeeole increasingly entrenched
within the institutions of the state and have betuact as semi-state agencies instead
of as organizations of civil society. As an orgatian, the cartel party is
characterized by the interpenetration of party statie, while at the level of the party
system it is characterized by a pattern of intetypeollusion rather than competition.
In the era of the cartel party, it is presupposed the main parties work together and
take advantage of the resources of the state —asuphiblic subsidies, state-regulated
media access, or party patronage — to ensure a¢bbérctive survival (Katz & Mair
1995).

On the one hand, the introduction of public fundfing political parties has made
them increasingly dependent on the state; on theroparties are also increasingly
managed by the state, in that their activities firea larger extent subject to
regulations and state laws (see van Biezen and dkgp2007). This increased
involvement of the state in internal party affaindereby parties become subject to a
regulatory framework which grants them an offigthtus as part of the democratic
state and its institutions, has contributed toamgformation away from the party as
voluntary private association to the party as acighaype of public utility (van
Biezen 2004). The state thus becomes a font ofuress through which parties help
to ensure their own survival. What is more, becabedegal rules are determined by
the parties themselves, ‘they can also enhancedhapacity to resist challenges from
newly mobilized alternatives. The state, in thissge becomes an institutionalized
structure of support, sustaining insiders whileleding outsiders.” (Katz & Mair
1995: 16)
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In their restatement of the cartel party thesisizkend Mair (2009: 759) furthermore
note that one aspect of the behavior of a cartg¢hésstructuring of institutions such
as the financial subvention regime, ballot accesgirements, and media access in
ways that disadvantage challenges from outsideg @irthe implications of the cartel
thesis is thus that existing parties, despite tipeagrammatic differences, act in
unison in order to prevent new parties from entethre political arena by structuring
institutions in a way likely to disadvantage chafiers. We find the argument that
elites maximize their utility within the instituti@l constraints that bind them, and that
incumbents tend to change the rules of the gameys that favor their own position,
also in the rational actor view of politics. Schslan this tradition study the effect of
electoral (Benoit 2001; Duverger 1954; Lijphart @9@nd social factors (Amorim-
Neto and Cox 1997; Ordeshook and Shvetsova 1994jotitical competition in a
more quantitative manner. More recently, in additio electoral and social factors,
party system scholars (Rashkova 2010; Spirova 20@&jits 2007) have also
incorporated state constraints such as public hdind ballot access rules in their
guest to explain the number of political parties Be basis of the propositions and
findings in these qualitative and quantitative itiads, we may expect, but still need
additional evidence, that incumbent parties engitiee institutional environment in

such a way as to minimize the risk of challengemfnew parties.

However, we observe that new political parties ca# to appear, contest elections,
and even successfully enter parliament. Well-knaxamples include the various
Green parties in Western Europe, such as the Ger@wdmen (who entered
parliament in 1983 with 27 seats) and the Austfatinen (who secured 8 seats in
1986), both of which have remained in parliamemicasi with growing electoral
support. In Eastern Europe, where party systemsftea less institutionalized, new
parties form and enter not only more frequentlyt, fametimes with an even larger
share of the vote than established parties. BagaNDSV, for example, formed in
2001 and obtained 120 out of the 240-seat parliartieat same year. On many
occasions, moreover, we witness more than one nasy ntering parliament,

especially in the post-communist democracies int@eand Eastern Europe.

The data in Table 1 summarize these phenomenaedébr country, we consider the

period between the adoption of its first Party Lamd the most recent legislative
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election. Column 3 reports the total number of @@&s during that period. The
number and percentage of elections in which a newypsuccessfully obtains
parliamentary representation is recorded in colunriThe columns reporting the
magnitude (on which more below) indicate the extenwhich the intensity of the
regulatory environment has increased or decreastdebn the adoption of the first
and the current Party Laws. As Table 1 demonstrags parties successfully entered
parliament in more than a third of the parliamep#lections in Western Europe and
in two thirds of the elections in Eastern Europlee Tountries that stand out with the
highest rate of new party entry are Bulgaria, Lahia, Slovakia and Ukraine — all
with successful new parliamentary parties in oM@p8r cent of the national elections.
In only one post-communist country — Romania — dw Iparties successfully enter

parliament in less than 50 per cent of its eletion

[Table 1 about here]

Austria and Germany on the other hand, are amoegctiuntries with the lowest
legislative permissiveness. As we will see beldwese two countries in fact tend to
regulate parties quite intensively and have furtit@e seen regulation increase
substantially over time. Recording a low instanteew party entry when regulation
is high is consistent with the general propositibat regulation tends to favour
incumbents at the expense of newcomers. Howewere tire also plenty of examples
which show the opposite. Bulgaria and Estonia,eioample, are cases of intensive
party regulation which nonetheless co-exist witlryvéiigh rates of legislative
permissiveness. Countries such as Portugal regktvely little in comparison and
yet record comparatively low levels of legislatpermissiveness. In other words, the
relationship between the intensity of party regalatand successful new party entry,
is perhaps not as unequivocal as it may appearsatsfght. At the very least, these
examples suggest the need for a better and morensysc comparative analysis of
the question how and to what extent party regulatias changed and what these

changes imply for political competition.

We are not the first to embark on an empirical sssent of the relationship between
party regulation and party competition. The thotougxamination of funding

regulation has been the focus of Casas-Zamora®526tudy on Latin American.
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More recently, Gherghina et al. (2011) have prodidecomprehensive study of the
case of party financing in Romania. The regulatadnpolitical parties and party
financing have also been part of the search fotaggbory factors for party system
institutionalization (Booth and Robbins 2010), thenber of parties (Rashkova 2010)
and party entry (Hug 2001; Tavits 2007). TavitsQ20 for example, finds that the
availability of public funding — operationalized asdummy variable — increases the
success of new party entry in new democracies.siméar vein, Booth and Robbins,
investigate the connection between campaign finarased party system
institutionalization in post-communist states, anguthat “without funds, parties are
unable to compete effectively, which can spell slisa for the stability of party
systems (2010, 4).” Using a broader sample andra syecific operationalization of
public funding, however, Rashkova’'s (2010) studpveh that while ballot access
rules suppress the number of political contestgniblic funding has no significant
effect on the number of competitors. The jury igstlstill out on the question if and
how legal rules affect the formation of new pariaesl their chances to successfully
enter parliament. This lack of certainty is paligcause the rules themselves are often
not at the core of scholarly inquiries. Indeed witie notable exceptions of Scarrow
(2006) and Bischoff (2006), relatively few stud@splicitly examine the relationship

between the parties and the law.

Following the original cartel party argument, sorsee state subventions as a
mechanism of cartelization aimed at eliminating petition, while others contend
that public funding for political parties may encage the formation of new parties
and decrease corruption opportunities by providingransparent source of party
income. Scarrow (2006) tests the two competing siand does not find compelling
evidence that increased regulation deters new pamntyation. She makes a valuable
contribution with one of the first examinations tbke effects of regulation on party
competition. Her conclusions are limited howeverthe specific impact of one aspect
of party subsidization: the payout threshold, the. level at which parties are eligible
for state subsidies.

In her PhD dissertation, Bischoff (2006) offers teo longitudinal study of the
challenge of new entrants facing the cartel, exangirthe relationship between

institutions affecting the electoral process aral ititidence of new party entry. In a
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comprehensive analysis of the effects of instingieonstraining competition, which
she calls barriers of entry, Bischoff shows thae timfluence of registration

requirements, access to finance, and costs of irepebters do not have significant
effects on the number of new parties. She findsiignce in the relationship

between electoral rules and the number of newgsmrivhich are negatively related,
as expected, and between new parties and accessed@, which, contrary to

expectations, also appears to be negatively retatéoe number of parties. Although
Bischoff's work significantly adds to our understamg of the relationship between
the parties and the law, her investigation focuseonly one set of election rules.
Moreover, her findings are limited to the advangadustrial democracies and thus

shed no light on the newer democracies in post-canishEurope.

Building on previous works, we continue the stufiyhe challenge of new entrants in
the realm of a growing regulatory environment. Wierocomparative data on the
relationship between party regulation and partynition and systematically test for
significant differences in regulation among certgimoups of countries. Our study
tracks changes in regulation and illustrates thegmies which show statistically
significant differences over time. Further, we ekanthe relationship between
regulation and party entry. For that purpose, welehmew party entry through the
level of regulation of parties in the party law. \&kso test the effect of the payout
threshold of public funding on the number of newtyaentries. Based on the
predictions of extant theory, we expect increasgglation to have a negative effect
on the number of new party entries. Since politaahpetition is subject not only to
regulation of parties in the party law, but alsoctmstraints of the electoral system
and the political context, we control for the effe€ district magnitude, the effective

number of parties, and the relevance of post-conisnun

Deterring challengers? Empirical evidence
We begin the search for empirical evidence of #iationship between parties and the
law by a thorough examination of the regulatoryvisions pertaining to political

parties as codified in national Party Laws (PLsur @ata are derived from the
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research projectegal Regulation of Political Parties in Post-WaurBpe?® which
includes all post-war European democracies (N=BBYXhe context of the project,
‘democracy’ constitutes an independent countrysii@sl as ‘Free’ by the Freedom
House, with the exception of smaller states wittopulation under 100,000. As our
content analysis focuses on studying the legalipians stipulated in Party Laws, the
evidence presented in this paper includes onlyettosintries which have adopted a
specific law on political parties. These countras: Austria, Bulgaria, Croatia, the
Czech Republic, Estonia, Finland, Germany, Hungastyia, Lithuania, Norway,
Poland, Portugal, Romania, Serbia, Slovakia, SliaveBpain, Ukraine and the UK
(N=20). The time under investigation encompasses é¢htire post-war period
whereby we extend, for each country, our analysishe moment when a law on
political parties was adopted for the first time. ihcluding both West and East-
European democracies, and both EU member-statesnaneEU countries, our

analysis has a broader scope and longer time-spamtost research thus far.

The regulation of political parties as laid downnational Party Laws encompasses
several dimensions, varying from the broader qaesif definition and legal status of
political parties to the regulation of party regasion, party finance, party activity,
and party organization. Some rules may be antiegdab obstruct or hinder the
formation of new parties or their entry into pamiient (such as stringent registration
requirements), while others may facilitate thiscf{suas a generous regime of state
financing). For the purpose of this paper, we foonshose categories of regulation
which may be expected to affect the prospects,ostscand benefits, of new party
formation and new party entfyWe thus examine legal rules which are likely to
negatively or positively affect the opportunitywstiure for actors wanting to form a
new party. We leave out regulations that are uhlike have any direct or indirect
effect, such as the legal provisions outlining tharties’ entitlements to the

democratic rights and freedoms of association,maseand speech.

The relevant categories of party regulation exadhiire this paper fall into four

broader areas — party finance, party organizatganty activity and identity, and

2 Detailed country information and a searchablet@eta of party regulation can be found on our wepsit
www. partylaw.leidenuniv.nl

3 For an overview and discussion of the coding sehesee Biezen & Borz 2009.
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media acces®arty financeencompasses the regulation of direct and indabtic
funding, as well as the regulation of private sesrof funding, expenditures, and
requirements of reporting and disclosure. Tlagty organizationcategory includes
rules applying to the extra-parliamentary orgamiraeind the legal status of parties
and registration requirements (such as supportgrgatures and registration fees), on
the one hand, and rules applying to the politicaitips in their electoral capacity
(such as electoral rules and formula as well asigians on electoral campaigning
and fielding candidates) on the oth@arty activity & identitycontains rules that
describe different forms of activity and behaviemnd prohibit certain ideological or
programmatic foundations (e.g. ethnic, religious national identities). Finally, the
categorymedia accesscludes the rules of allocation as well as restns of access

to the public and private broadcasting media.

Table 2 presents a comparative overview of thengitg of party regulation for these
categories for all countries which have a specettyPLaw, revealing the relative
importance of each dimension by country. The datzeal several trendRarty
financeturns to be the most heavily regulated categdsyfite subcategories together
account for 81 per cent of the regulation considdrere. The highest amount of
regulatory provisions is about reporting and disale requirements. This
subcategory displays a magnitude (i.e. aggregasegiéncy of regulatory provisions)
of 316 references in all national PLs and is presealmost all countries considered
here, with Romania and Spain as the only exceptmigate fundingis also a highly
regulated category: it has a magnitude of 115 anquidsent in 12 PLs. The dominance
of reporting and disclosure and private fundingvjsions may be considered to
indicate increased efforts in improving the tramepay of political financing taken by
European democracies in an effort to combat cowopDirect public fundings the
third most important regulatory category, appeanvith a magnitude of 92 in 12
national PLs. Dimensions of political parties whtelnd to be less intensely regulated
in PLs aremedia accessthe electoral arena indirect public fundingand party
activity. More generally, it is important to emphasizé thés paper concentrates only
on the regulatory provisions found in PLs. As aulieshe figures presented here may
underestimate the relative importance of regulatcayegories, as these may be
elaborated in greater detail in specific laws peitg to the subject, such as electoral

laws and party finance laws.
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[Table 2 about here]

A comparison between countries reveals furtherasteng findings. Althougliparty
financeappears to be most heavily regulated category byera observe a number
of countries where at least 40 per cent of thegula&ion concerns thgarty
organization and theextra-parliamentary partyin particular. Such is the case in
Lithuania, Latvia, Romania and Serbia. In additicountries such as Spain and
Portugal also spend more of their regulatory aberaspects other than party finance,
focusing instead on the party organization, actesthe broadcasting media and
restricting party behaviour and activity. We alswfconsiderable variation within the
broader categories. Bulgaria, Germany, Finland,ddmnand Slovakia, for example,
appear to spend most of their regulating effortsttmreporting and disclosuref
party finance, while countries such as Estoniaafbland Slovenia concentrate more
efforts than average on the regulation of privamarfce, and in Austria, the Czech
Republic and Norway the Party Law is more attentivelirect public subsidies than
elsewhere. These differences cannot be easily ateddor. To examine variations in
regulation more systematically, we have run sevAldOVA analyses, where we
look for significant differences in the amount efyulation overall, as well as in each
of the categories: We test differences between tc@snin terms of their democratic
experience, the newness of democracy, and thearsevof post-communism. In
addition, we also test for significant differenéederms of the amount of regulation
between the party law as it was first adopted and & currently in force. Table 3
summarizes the results. The first results (EastMest) show the comparison between
the post-communist democracies in Central and Easkirope and the older
democracies in Western Europe; the second (NewOQOld) the results of the
comparison of the democracies which emerged outthilhd and fourth waves of
democratization (i.e. Southern and Eastern Europi) the established West-
European Democracies; the third (Continuous vs.cdisnuous) the difference
between countries with an unstable democratic éxpes (including Austria, Italy

and Germany) and those with an uninterrupted coatis democratic history.

[Table 3 about here]

10



Rashkova & van Biezen: The Effect of State Regulation on New Party Entry

The evidence in table 3 shows that there is afgsgnit difference in regulation in the
extra-parliamentary subcategory. The results of the comparison arésttally
significant for all groups. Within the category pérty financewe also find several
significant differences, although not faporting and disclosurgthe subcategory on
which we found that several countries tend to cotreée their regulatory efforts.
Private funding, direct public fundingndindirect public fundingon the other hand,
show to be significantly different in terms of thge and/or continuity of democracy.
The regulation ofmedia accessand party activity & identityis not significantly
different between any of the groups of countridge Tast column in Table 3 illustrates
that there is a significant difference in the magphe of regulation between the first
and the current Part Laws only with regard to theeixtra-parliamentary partyThe
total range and magnitude of regulation, which maée the amount of regulatory
provisions and the number of categories of regutathowever, do not show any
statistically significant differences. This suggeshat among the countries with a
Party Law and within the categories we study heoentries change their regulatory
environment, more or less in a similar manner -hanpmenon also discussed by
Koss (2008}

To complement the results presented in Tables Zaadd in order to assess possible
changes over time, we trace the development of pagulation in each country by
comparing the first and current Party Law and #pective change in the level of
regulation in each of our categories of interegsufts are presented in Table 4. The
magnitude of change is reported in parentheses.eVlteence suggests that despite
some variation among countries, the trend is unegaily towards more regulation.
Even though in some countries the magnitude oflatign may have decreased in
comparison to when the PL was first introduced, dkierages across countries and
categories show that, with very few exceptions, thenber of countries which
increase regulation outweigh those where regulatexreases. In addition, across all

categories, the average magnitude of regulatios gpesignificantly.

[Table 4 about here]

* For the purposes of completeness we ran the sstsedn the full dataset of countries, includirg th
countries which do not have a PL. As expected, bgeve statistically significant difference in most
categories (results available upon request).

11
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Although it is difficult to assess the real motieats of parties and politicians
underlying the extension of party regulation, ifif)cal parties are indeed aiming to
control access to political participation for newwsrs, we would anticipate the
overall amount of party regulation to augment inway that effectively deters
challengers to the existing parties. In that setise,tendency towards an overall
increase in party regulation is consistent with pnemises of the rational actor and
cartel party views of politics. However, it sholdé noted that the most significant
growth of regulation is found in the areapsrty financing and most notably in the
reporting and disclosure and the regulation ofvgig) income and expenditure
subcategories. This suggests that the drift towardee regulation is likely to have
more to do with efforts to enhance transparency emmbat corruption as noted
above, than with controlling access to the politisgstem for new parties. At the
same time, it should also be noted that the subodts where we find the largest
number of countries reporting an increase in reéguigN=8) are of theeporting and
disclosure, direct public fundingnd theextra-parliamentary partyAs two of these
categories encompass registration requirements fanding for parties, it is
conceivable that increasing regulation effectivedyses the barrier for new party
formation and party entry — this would require aalgsis of the qualitative nature of
the changes — and are aimed at preserving theigrosif the incumbent parties.
Figure 1 provides a graphical presentation of tbenraon trends in regulation
development just discussed.

[Figure 1 about here]

To examine the effect of party regulation on pddsymation, we compare data of
changes in the regulatory environment and changései party system. The data for
16 European democracies are presented in TablEh. years in which the first and
current PLs were adopted are reported in colummh®e columns 3 and 4 show the
changes in the magnitude (the aggregated frequehosgulatory provisions for all

categories examined here), and range (the numbergolated categories) of party

® Countries which have not amended the Party Lawvesirwas first adopted, and for which therefore th
regulatory environment has not changed, are aleded from Table 5.

12
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regulation. The overall increase or decrease otilatign, based on the changes
between the first and current PLs, is noted inroolb. To be classified ascreasing

a country’s regulation must increase both in razge in magnitude. As a result, we
have nine democracies where the range and magnaiudegulation has increased
since the Party Law was first adopted and five d@ames where regulation has
decreased (Portugal is a special case and is f@d@sasindeterminate although the
overall magnitude and range have declined, thikagesult of the level of regulation
decreasing in some categories and increasing erg)thColumns 6 and 7 show the
raw number of electoral parties, i.e. the total bemof parties that received votes in
the general elections, after the adoption of thst fand current PLs respectively.
Because we are interested in the question whett@rges in party regulation affect
the formation of new parties, we use the raw cadmarties, where all parties which
received some votes have been included, rather rdlative measures such as the

effective number of parties for examfle.

[Table 5 about here]

As discussed earlier, current theory posits theigsain power adopt rules that favour
incumbents. Therefore, all other things equal, dbeeral prediction is to see fewer
contestants when regulation increases and moreestants when regulation
decreases. The data in the last column of Tablkeo®jever, suggests that among
countries with a Party Law, we have more evideniseotfirming this expectation
than supporting it. Indeed, we find that in nine ofithe 16 states studied, an increase
in regulation does not correspond to a decreaseviferversa) in the number of
political contestants. That is, in five countridaétria, Germany, the Czech Repubilic,
Slovakia and Spain) we observe an increase inuh#ar of parties over time despite
an increase in regulation. In another four (Hungdtithuania, Romania and
Slovenia), we see the number of parties declirtbpagh this cannot be attributed to
stricter rules, as the amount of regulation hataat decreased. These observations
suggest that the relationship between regulatiahtha number of parties is not so
straightforward and is not independent of othertdis; such as electoral rules or

political past, pertinent to the development otpaystems.

® Parties and coalitions are counted the same wega(ition consisting of three parties is countsd a
one). Independents and others are not included.

13
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In addition to the question whether the rules sdoveleter the formation of new
parties, there is the question whether they agiréwent new parties from entering
parliament. In their original article, Katz and M§L995) note that the existence of a
cartel of parties does not necessarily imply thesv rparties no longer enter the
parliamentary arena. Indeed, the very existenca afrtel might be expected to
encourage the formation and enhance the electpm@ah of anti-cartel parties. In
their restatement, they furthermore observe thattétization has clearly contributed
to the rise of populist anti-party system partiésttappeal directly to public
perceptions that the mainstream parties are indiffeto the desire of ordinary
citizens. Such parties have grown substantialllyath prominence and support in the
last decade.” (Katz and Mair 2009: 759). Leavinghswanti-cartel parties and
sentiments aside, however, the cartel thesis inéisthat existing parties make efforts
to keep challenger parties at bay. If they are es&fol in their attempts, we should

see fewer parties entering the legislative arena.

In the second part of our study we look at theti@ighip between the parties and the
law further by systematically examining the effeftregulation on the successful
legislative entry of new parties. Here, we expamel éxamined effect of regulation
and instead of concentrating on a few selectedyoatss, we consider the effect of the
entire regulatory environment as defined by theyPlaaw. Using a linear regression
analysis we test the effect of party regulatiortteennumber of new party entries. We
incorporate controls for the electoral system, Wwhgaccepted as the most influential
determinant of party system development in theditge, and a communist past,
given the generally higher levels of party systeagfnentation in the post-communist
party systems. The dependent variable is a cdutiiteonumber of new party entries
(NNE) in the election following the adoption of &.PThus, countries where a first
and current version of the PL exists are treateseparate observations. In countries
without a PL, the number of new party entries israged from 1970 (1990 for post-
communist democracies) onwards. The main indepeéndaiable of interest is the
Party Regulation Index (PRI). The PRI, similar teshH- and Kroenig's (2009)
parliamentary powers index, assesses the amoumigafation of political parties in
all post-war European democracies which have ayRanv. The index provides an

overall indication of the level of regulation ofljizal parties at a given point in time.
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It is based on the range of party regulation, byctvhwe refer to the number of
categories of party regulation and which accordmghe framework of the research
project can vary between 0 and a maximum of 12. HReitself ranges from O to 1,
with 0 meaning no regulation and 1 meaning thatigmrare regulated in all

categories. The formula used to calculate the instex
number of regulated categories,

PRI. = .
' total number of regulated categories;

where'i’ is a given country angl is the sample of all countries.

Since political competition is not only subjectremulation of parties in the party law,
but also to constraints of the electoral system, imaude the effect of district
magnitude and the effective number of parties inmodel of successful new party
entries. District magnitude controls for timechanical effecbf the electoral law
(Duverger 1954) and is expected to yield a negasigm. The logic here is that
because higher district magnitude stimulates marégpation, the vote is likely to
be spread among more parties, thus lowering thieabibty of higher vote-share for
any party, therefore decreasing the chance of reaty pntry. Using the standard way
of normalizing the variable found in the literatureve operationalize district
magnitude as the natural log of the average distragnitude in a given country. The
data are from Golder (2005).

The effective number of electoral parties (ENER)teees thepsychological effeabf
electoral rules as it takes into account how votdrieose. We expect a positive
relationship, as a larger number of effective partsuggests weaker party support,
which offers a larger chance of entry for a newtypdNEP is a weigthed measure of
the number of political contestants which accodatsthe relative vote share of all
applicants. The measure is constructed using Laasloraagepera’s (1979) formula
and the data are taken from Gallagleeral (2008) and Golder (2005). The core
model that we fit is:

NNE=po + pr*PRI + p2*In(M) + B3*ENEP ¢
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In variations of the main model we include a paanmunist dummy and a variable
denoting the payout threshold for party subsidi€se results are presented in Table
6. The model is tested with two datasets, one stingi only of observations of the
countries which have adopted a PL (N=30, modelsd 3 and one consisting of
observations of all post-war European democragiekided in our project (N=45,
models 2 and 4). The data reveal interesting reshitst we see that party regulation
has a positive and significant effect on the nundfenew entrants within the set of
countries that have a party law (model 1); howettes, effect is overruled when we
control for post-communist state (model 3). Thisame that within the set of
countries with a PL, being a post-communist denmcteas a stronger effect on the
number of new entrants than the regulation fountthénPL. The regression results are
consistent with the conclusions from Table 5, whieweas illustrated that an increase
in regulation often coincides with an increase he humber of new entries within
regulating countries, yet that relationship walikto be a result of another factors
such as a country’s political past, which modeb8ftms. The precedence of being a
post-communist country is shown also when we testrmodel with all post-war
European democracies — as we see, the overallt effecegulation when both
countries which have and do not have a PL are talkeraccount, is insignificant less
post-communism is controlled for. That changes odeh 4 where both PRI and the
post-communist dummy are significant. Interestinghe sign of the effect of party
regulation changes in the full dataset modelsthyeimportance of whether a country
belongs to the post-communist bloc remains the sdimis suggests that the overall
effect of increasing regulation does indeed suppresw party entry as theory
predicts, however being a post-communist demociseyfactor significantly related
to new party entries. Without controlling for pastmmunism party regulation does
not significantly affect the success of new parti€ee mechanical effecof the
electoral law, modeled through the district maghéushows to be consistently
significant in suppressing the number of new payrants, as we expect. The
psychological effeatf the electoral law however, modeled with the effee number
of parties, carries the expected positive signdhaws to be significant in only one
model — the full dataset model where post-commungsnot controlled for. Perhaps

this strengthens the conclusion of the significaoicthe political environment on the

’ Following Scarrow’s (2006) emphasis on the impmréaof examining specific regulations on public
funding, we include the payout threshold in ourlgsis.
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number of new party entries, as it once again cmsfithat party system dynamics in
post-communist states of Central and Eastern Euaopestill rather fluid and actors
do not always respond to incentives as we wouldeetxphem to do in more

established democracies.

In the last two models, we test the more speciffeceé of funding regulations.
Following Scarrow’s (2006) qualitative analysis tife development of payout
thresholds and their effect on the changes in peotypetition, we incorporate the
payout threshold in our model. As can be seen frordel 5 in Table 6, the results of
our quantitative analysis show that there is noptbat the payout threshold has a
significant effect of the number of new party esdriOur conclusions are thus similar
to Scarrow’s, who detected ‘no systematic pattarthie way political competition
changes after the introduction of direct subsidogsparties’ (2006, 633). Finally, as
the methods of allocation and distribution of swtbsidies vary widely and cannot be
easily quantified (for example when funding is give® every party), we run the
model with a dummy variable for the availabilitymiblic funding (at any threshold).
The results show once again that there is no egeléor a significant effect of state

subsidies on the number of new party entries.

Conclusion

In this paper we study the relationship betweenphdies and the law, and more

specifically we seek to explain whether and hovitypsystems change as a result of a
changing regulatory environment. Our quest for arswo this question is rooted in

the common belief found in extant theory that inbemt parties engineer the

institutional environment in such a way as to pres¢he status quo and disadvantage
potential challengers. With a newly constructedadase on party regulation found

within national Party Laws in post-war Europe, wasess whether the evidence
supports this expectation. At a very basic levie expectation is that as the

regulatory environment defined by Party Laws becomoee intensive, the number of

new parties will diminish.

Our data show an observable increase in the mamnivé party regulation between
the first and current Party Laws across Européh wie most notable difference seen

in the areas of party finance and party organimatiéxcept rules for the extra-
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parliamentary party however, regulation seems tee hiacreased in similar fashion in
all countries which have a Party Law. While thisrease is in itself consistent with
theoretical expectations, we note that the growthdly found in the area of party
financing may have more to do with the desire tioagite transparency and to combat

corruption than with controlling access to the podil system for new parties.

To examine the between link the observed growthegulation and changes in the
party system we look at the formation of new partss well as the number of
successful new party entries after the adoptioa pfarty law. Abreast with current
theoretical predictions, we expect that an increaseegulation will result in fewer
new party formations and de-regulating politicaitigs will stimulate more parties to
occur. Data from electoral results over the last tlecades reveals otherwise - we
find that there are many cases where the relatiprisétween party regulation and
party formation runs in the opposite than the etgmbdirection. Indeed, we find that
new parties sucessfully enter parliament in moaa th third of the elections in West-

European democracies and in twice as many eledtiaihe states of Eastern Europe.

We look at the latter in a more systematic wayfitilng a simple statistical model.

The model tests the relationship between the lelvphrty regulation found in the PL

and the number of new party entries. Our resultsvdhat, as theory predicts, there is
a statistically significant, negative relationshiptween the amount of regulation and
the number of new party entries. However, the §icamce depends on the inclusion
of a post-communist dummy - an interesting, an@lgurot unexpected result. Given
that party systems are largely shaped by the ebdctaw, we control for district

magnitude and the effective number of parties. @tpected negative effect of district
magnitude is confirmed by the results. We find ¢stesit evidence that higher district
magnitude, which stimulates more parties to compsignificantly decreases the

chance of successful new party entry.

Finally, in line with recent research, we test Wigetspecific rules, and not the overall
level of regulation, has an effect on the numben@# party entries. We look at the
payout threshold and the availability of public dimg to parties in general. There is
no evidence for the effect of state subsidies anrtbmber of new party entries.

However, we observe that the number of new partsiesnis significantly higher in

18



Rashkova & van Biezen: The Effect of State Regulation on New Party Entry

the Eastern European region, and find the relevafigeost-communism to be the

overriding explanatory factor affecting the numb&new party entries.
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Table 1. New Party Entry in European Parliaments

Country?® Period Numper of New entr;é/i New entry with Election Magnit_udeb M agnitude New.partieﬁ most recent
elections instances highest voteshare | year regulation change election (% vote)

Austria 1975-2008 | 11 27.3(3) LIF (6.0) 299 | 40 +21 -

Bulgaria 1991-2009 | 6 83.3 (5) NDSV (42.7) 020 90 +70 GERB (39.7); RZS (4.1)

Croatia 1993-2007 | 4 75.0 (3) ZL (18.3) 1995 24 +1 HDSSB (1.8)

Czech Republic 1993-2010| 5 60.0 (3) TOP 09 (16.7) 1020 | 48 +26 TOP 09 (16.7) ; VV (10.9)

Estonia 1992-2011| 6 66.7 (4) Res Publica (24.6)| 2003 27 +13 EER (7.1)

Finland 1969-2011 12 33.3(4) DEVA (4.2) 1987 | 15 -1 --

Germany 1967-2009 12 16.7 (2) GRUNEN (5.6) 1983 | 101 +69 --

Hungary 1990-2010| 6 50.0 (3) JOBBIK (16.7) 2010 37 2 JOBBIK (16.7); LMP (7.5)

Latvia 2006-2010 | 2 50.0 (1) SC (14.4) 2006 23 n/a - -

Lithuania 1992-2008 | 5 80.0 (4) DP (28.4) 200 | 10 -13 TPP (15.1); LRNS (5.7)

Norway 2005-2009 | 2 0.00 (0) - - 33 n/a -

Poland 1991-2007 6 66.7 (4) AWS (33.8) 1997 58 +49 --

Portugal 1974-2009| 13 23.1(3) PRD (17.9) 1985 7 0 -1 -

Romania 1996-2008 4 25.0 (1) PNL (6.9) 2000 | 14 -24 --

Slovakia 1993-2010| 5 100.0(5) SDK (26.3) 1998 62 +40 Sas (12.1); Most (8.1)

Slovenia 1994-2008| 4 75.0 (3) ZARES (9.4) 2008 46 -1 ZARES (9.4)

Spain 1978-2008| 9 77.8 (7) CDS (2.9) 1982 6 +4 UPYD (1.2)

Ukraine 2001-2010 | 3 100.0 (3) PR (32.1) 2006 16 0 NBO)

United Kingdom | 1998-2010| 3 66.7 (2) RES (0.3) 2005 6 n/a Greens (0.1); APNI (0.1)

Eastern Europe 4.7 67.6 (3.2)

Western Europe 8.86 35.0 (3)

2Serbia is not included as it adopted a PL onlyd8®and there have been no elections sthBeported figures are in expressed as a percentddhe total number of
parliamentary elections. In parentheses: the rawtiau of elections in which new parties successtaifitered parliameritMagnitude for the PL currently in force.
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Table 2. Dimensions of party regulation by country (%)*

Category Party Finance Party Organization Media Access Party activity &
identity
Reporting Private Direct Regulation Indirect Extra- Electoral party Allocation & | Activity & identity
& funding public of public parliamentary restrictions
disclosure funding | expenditure funding party
Austria 475 (19) - 30 (12) 17.5 (7) - - - 5.0 (2) -
Bulgaria 64.4 (58) 15.6 (14) 5.6 (5) 5.6 (5) 2.2 (2) 5.6 (5) - - 113 (
Croatia 41.7 (10) 16.7 (4) 20.8 (5) - - 16.7 (4) - - 4.2 (1)
Czech Republic 47.9 (23) 18.8 (9) 22.9 (11) - - 10.4 (5) - - -
Estonia 37.0(10) 25.9 (7) 7.4 (2) 3.7 (1) - 18.5 (5) 7.4 (2) - -
Finland 60.0 (9 - 13.3 (2) - - 20.0 (3) - - 6.7 (1)
Germany 59.1 (65) 13.6 (15) | 16.4 (18) 1.8 (2) 5.5 (6) 1.1 (1) 2.7 (3) - -
Hungary 59.5 (22 27.0 (10) 5.4 (2) 2.7 (1) 2.7 (1) 2.7 (1) - - -
Lithuania - 20.0 (2) - - - 50.0 (5) - 30.0 (3) -
Latvia 26.1 (6) 4.3 (1) - 4.3 (1) - 47.8 (11) 13.0 (3) - 4.3 (1)
Norway 48.5 (16) 9.1(3) 36.4 (12) - - 3.0(1) 3.0 (1) - -
Poland 36.2(21) 27.6 (16) | 17.2 (10) 10.3 (6) - 5.2 (3) - 3.4 (2) -
Portugal 28.6 (2) - - - - 14.3 (1) 28.6 (2) 28.5 (2 -
Romania - - - - - 42.9 (6) 21.4 (3) - 35.7 (5)
Serbia 14.3 (2) - - - - 71.4 (10 - - 14.3 (2)
Slovakia 53.2(33) 22.6 (14) 8.1 (5) 1.6 (1) - 14.5 (9) - - -
Slovenia 34.8 (16) 34.8 (16 17.4 (8 - - 10.9 (5) 2.2 (1) - -
Spain - - - - - 16.7 (1) 16.7 (1) - 66.7 (4)
Ukraine 25.0 (4) 25.0 (4) - - - 25.0 (4) - 18.8 (3) 6.3 (1)
United Kingdom - - - - - 16.7 (1) 50.0 (3) 33.3(2) -
Total 316 115 92 24 9 81 19 14 16
(magnitude)
Mean 34.2 13.1 10.1 24 0.5 19.7 7.3 6.0 7.0
(magnitude)
N 16 13 12 8 3 19 9 6 8
(No. of countries) (80%) (65%) (60%) (40%) (15%) (95%) (45%) (30%) (40%)

*Current party laws. Raw count in parentheses. Nmloer of countries regulating a given category &'t = 20).
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Table 3. ANOVA tests of significant differencesin party regulation*

Category Eastern / Western New / Old Continuous / Discontinuous  First / Last

Europe Democracy Democracy Party Law
Reporting & disclosure 0.03 (0.998) 0.93 (0.377) | 0.76 (0.456) 1.64 (0.114)
Private funding -3.22 (0.003)*** -1.87 (0.084)* 84 (0.000)** 0.21 (0.838)
Direct public funding 1.34 (0.200) 2.36 (0.046)** | -1.07 (0.324) 1.30 (0.202)
Regulation of expenditure 0.67 (0.514) 1.31 (0)22 -0.91 (0.401) 0.76 (0.451)
Indirect public funding 1.18 (0.261) 0.67 (0.521) 2.75 (0.010)** -1.04 (0.308)
Extra-parliamentary party| -5.41 (0.000)*** -4.00@00)*** 3.38 (0.004)*** 1.77 (0.088)*
Electoral party 0.73(0.471) 0.88 (0.403) 04381) 0.47 (0.641)
Media access allocation -0.85 (0.403) -0.73 (0472 | 0.25(0.810) -0.51 (0.616)
Party activity & identity 0.10 (0.918) -1.16 (025 0.54 (0.599) 1.07 (0.294)
Total Range -0.93 (0.367) 0.39 (0.703) 1.05 (0.321) 0.6148)5
Total Magnitude -0.52 (0.609) 0.60 (0.562) 1.37(0.193) 1.60Z0)1
N of observations 24/12 28/8 6/30 16/20

Note: Two-sample t-test with unequal variancestafistic reported, p-value in parenthes§ss0.1, p**<0.05, p***<0.01.
*Only countries with PLs included (N=20).
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Table 4. Changesin party regulation by category

Category

Increasing regulation

Decreasing regulation

No change

Reporting and
disclosure

Austria (+13); Bulgaria (+54); Czech Republi¢
(+7); Germany (+46); Estonia (+7); Poland
(+21); Slovakia (+17);Slovenia (+2)
Averageincrease: +20.9

Finland (-1); Hungary (-1); Lithuania (-4);
Portugal (-4); Romania (-1)
Aver age decrease: -2.2

Croatia (10);Spain; Ukraine (4)

Private funding

Bulgaria (+7); Czech Republic (+7); German
(+14); Estonia (+4); Poland (+12); Slovakia
(+12)

Averageincrease: +9.3

Lithuania (-4); Portugal (-2); Romania (-18);
Slovenia (-6)
Aver age decrease: -7.5

Austria; Croatia (4);Finland; Hungary;Spain;
Ukraine

Party Finance

Direct public
funding

Austria (+5); Bulgaria (+2); Croatia (+1); Czegh

Republic (+11); Germany (+7); Poland (+9);

Slovenia (+4); Slovakia (+5)
Averageincrease: +5.5

Hungary (-1); Lithuania (-1); Romania (-4);
Spain (-2)
Aver age decrease: -2.0

Estonia (2); Finland (2Portugal; Ukraine

Indirect public
funding

Germany (+3)
Averageincrease: +3.0

Poland (-1); Portugal (-6); Romania (-3);
Aver age decrease: -3.3

Austria; Bulgaria (2);Czech Republic;
Croatia; Estonia; Finland; Germany (6);
Hungary (1)L ithuania; Slovakia; Slovenia;
Spain; Ukraine

Regulation of
expenditure

Austria (+2); Bulgaria (+5);
Estonia (+1); Poland (+6)
Averageincrease: +3.5

Czech Republic (-1); Romania (-4)
Aver age decrease: -2.5

Croatia; Finland; Germany (2); Hungary (1);
Lithuania; Portugal; Slovakia (1)Slovenia;
Spain; Ukraine

Electoral party

Portugal (+2); Spain (+1)
Averageincrease: +1.5

Bulgaria (-1); Romania (-1); Slovenia (-1);
Aver age decrease: -1.0

Austria; Croatia; Czech Republic; Germany
(3); Estonia (2)Finland; Hungary; Lithuanig;
Poland; Slovakia; Ukraine

Party

Bulgaria (+2); Czech Republic (+2); Estonial

Austria; Croatia (4);

Organization Extra- (+2); Lithuania (+2); Poland (+2); Germany (-1); Portugal (-1) . _ ,
parliamentary Romania (+1) Slovakia (+6): Spain (+1) Aver age decr ease: -1.0 Finland (3); Hungary (1);
party . N C Slovenia (5); Ukraine (4)
Averageincrease: +2.3
Party Activity Activity & Bulgaria (+1); Romania (+4); Spain (+4) Austria (-1); Estonia (-1); Portugal (-1) Fﬁgﬁza(ﬁ)nﬁ ZﬁcgrR_eE?tlﬂﬁn?;rg; ?sz
& ldentity identity Averageincrease: +3.0 Aver age decrease: -1.0 Slovak'ia' S?ovgﬁia' Ukrainé o) ’
Allocation & Bulgaria; Croatia; Czech Republic; Estonia;
. - Austria (+2); Portugal (+2) Lithuania (-6) Finland; Germany; Hungary; Poland (2);
Media Access restriction ) i k -~ - L .
: Averageincrease: +2.0 Aver age decrease: -6.0 Romania; Slovenia; Slovakia; Spain;
mechanisms Ukraine (3)

Note Figures report magnitude and direction of changearty regulation, comparing the first and cuti@arty Laws. Country names reported in bold remteseuntries which do not regulate
a given category. Latvia, Norway, Serbia, and theHale been excluded from the comparison as theytavg one party law available.
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comey | Framacuren [wapioe [ ramge [pmramer [N [T o0
first PL current PL formation?
Austria 1975 /2003 +21 0 Increase 4 12 No
Bulgaria 1990 / 2009 +70 +1 Increase 38 18 Yes
Croatia 1993/1999 +1 0 Increase 9 6 Yes
Czech Republic | 1993/ 2006 +26 0 Increase 16 26 No
Estonia 1994 / 2007 +13 0 Increase 16 11 Yes
Finland 1969 /1992 -1 0 Decrease 10 19 Yes
Germany 1967 / 2004 +69 0 Increase 11 27 No
Hungary 1989 /2003 -2 0 Decrease 19 15 No
Lithuania 1995/ 2004 -13 -2 Decrease 24 15 No
Poland 1990/ 2008 +49 +1 Increase 111 10 Yes
Portugal 1974 / 2003 -10 -1 Indetermirfatel 4 11 Inconclusive
Romania 1996/ 2003 -24 -5 Decrease 64 48 No
Slovakia 1993 /2005 +40 +1 Increase 17 21 No
Slovenia 1994 / 2007 -1 0 Decrease 22 17 No
Spain 1978 / 2002 +4 +2 Increase 52 96 No
Ukraine 2001 /2010 0 0 Same 33 n/a Inconclusiy

" The number of parties is the number of partiexivieinter the electoral race

@ Excluding Latvia, Norway, Serbia and the UK, whiwve not made changes to their first party laws

® Aggregate difference in magnitude and range ailegipn between the first and current party laws

¢ In Portugal, regulation increases in some categand decreases in others. Therefore, althougbvtirall magnitude and range have declined,

the conclusion on the overall increase or decrefisegulation is indeterminate.
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Model 1 Modd 2 Model 3 Model 4 Model 5 Model 6
Party Regulation Index (PRI) 4.28 (1.805)* 0.8.540) 2.43 (1.925) -2.01 (0.644)**t -1.83 (0.663)** -1.68 (0.613)**
District Magnitude (InM) 0.37 (0.199)* | -0.33 (0.154)** -0.44 (0.190)** -0.38 (0.4%3) | -.026 (0.150)* -0.34 (0.140)**
Effective Number of Parties (ENEP) 0.09 (0.093) | .170(0.082)** 0.01 (0.095) 0.07 (0.082) ®(D.116) 0.23 (0.104)**
Post-communist democracy 0.99 (0.042)* 2410.420)*** | 0.61 (0.412) 0.93 (0.397)**
Payout threshold 15.86 (11.01)
Public funding (dummy) -0.53 (0.382)
Intercept -1.36 (1.233) 1.37 (0.572)** -0.332@8) 1.93 (0.558)*** | 1.28 (0.690)* 1.50 (0.699)**
R2 0.29 0.19 0.39 0.33 0.36 0.47
N of observations 30 45 30 45 34 42

Note: Dependent variable: number of new partieckwhiave successfully entered parliament.

Linear regression. Standard errors iepidreses. *p<0.1, p**<0.05, p***<0.01
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Figure 1. Change in magnitude of regulation
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