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Introduction

Is the effectiveness of western political systems declining? Are differences in
institutions from one country to another associated with differences in
effectiveness? Contemporary analyses of the conditions and the development
of modern democracies give much attention to political effectiveness. The
continuous decline of effectiveness that undermines the confidence of citizens
in the democratic regime and by that it is generating stress on the persistence
of these regimes was a prominent theme in various crisis theories since the
1970s. Assertions of ‘ungovernability’ (Crozier et al. 1995; King 1975) or
the ‘legitimation crisis’ (Habermas 1988) in western democracies during
the 1970s marked the beginning of an intense political discussion about the
structural causes for the decline of effectiveness. Among other things, these
theories asserted that the ‘failure of the state’ was due to the increasing
scope of governmental responsibilities.

The issue of diminishing political effectiveness has been revived since
the early 1990s, now in the context of ‘globalization theories’ (Beck 1998;
Habermas 1998; Miinch 1998; Scharpf 1998; Ziirn 1998; Held et al. 1999).
These theories see two different processes at work. Growing transnational
interdependence on the one hand decreases the capacity of national govern-
ments to control public policies, making it increasingly difficult to realize
major policy goals such as social welfare, domestic security, or environmen-
tal protection. Competition between national economies on the other hand
leads to relaxing domestic environmental and social policy standards
in order to attract investors, with the result that poverty spreads and envir-
onmental quality degrades. Both processes will be so compelling that
national public policies and policy patterns will become more and
more alike and western democracies will converge on a lower level of
performance.

Globalization theories assume these processes have been at work already
since the mid-1970s but have been reinforced since 1990 with the breakdown
of the socialist systems in Central and Eastern Europe. In accordance with
academic and public discourse, these theories assume that the ‘golden age of
the post-war era’ (Maddison 1991: 1), characterized by continuous economic
growth and a simultaneous realization of other policy goals, social policy in
particular, came to an end in 1973. The 1973 Oil Crisis and the subsequent
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economic recession marked a turning point and inaugurated a fundamental
change in the effectiveness of western democracies.

According to globalization theories, the politics of finding a ‘relative
equilibrium’ (Ziirn 1998: 13) or ‘balance’ (Miinch 1998: 17) between inher-
ently conflicting goals such as economic efficiency and social justice, or
economic efficiency and environmental protection, characteristic of the
‘golden age’, will be no longer possible. They assert that ‘the unavoidable
economic goals’ can be achieved only ‘at the expense’ of sacrificing effect-
iveness in other policy areas (Dahrendorf 1996; Habermas 1998: 69). Conse-
quently, the ‘trade-off” between policy areas will increase.

Until the rediscovery of political institutions (March and Olsen 1984)
at the beginning of the 1980s, the role of political institutions for per-
formance was neglected. But empirical evidence in the wake of the eco-
nomic recession that followed the Oil Crisis in 1973 revealed that some
democratic systems coped better with policy problems, while others ad-
dressed them poorly or not at all (e.g. Scharpf 1991). In the ‘new institution-
alist” approach these differences are explained by differences in the
institutional settings of democratic nation-states and consequently it is as-
sumed that appropriate changes to such structures would lead to improved
performance.

In Constitutional Democracies, for example, Mueller examines the ‘fail-
ures’ of the US and European governments to address issues such as crimin-
ality, poverty, unemployment, and state debt (1996). He seces constitutional
rules as the source of these problems and suggests corresponding constitu-
tional reforms to improve performance in the respective policies. In the case
of the USA, for example, he argues that the basic ‘separation of powers’
structure needs to be altered. In this context we want to point out that not
only political scientists but also political practitioners take it for granted that
institutions ‘matter’ for political performance. This can be seen when prac-
titioners suggest fundamental reforms of political institutions in order to
solve current political problems. In 1997, for example, the president of a
German employers’ association, Henkel (1997), suggested a reform not just
of the federal political structure and the bicameral system, but also a replace-
ment of proportional representation with a majority voting system as a way
of increasing Germany’s adaptivity to the new international economic con-
ditions and increasing the country’s problem-solving capacity. Comparable
examples can be cited for many nations.

In discussions about the effectiveness of western democracies two facts
are taken for granted: a continuous decline of effectiveness and the
impact of democratic political institutions on effectiveness. In this book
both theoretical assumptions are taken up and tested empirically and com-
paratively.
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Goals, Questions, and Framework of the Study

The present study has two goals. One is to systematically address, revise, and
empirically review the hypotheses put forward in various theories about the
development of effectiveness in western democracies since the mid-1970s.
The other is to conceptualize and empirically test the widely accepted ‘neo-
institutionalist’ thesis that political institutions decisively influence national
policy effectiveness. To pursue these goals, the study is divided into descrip-
tive and explanatory sections.

The descriptive section begins with an examination and broad assessment
of the development of effectiveness in western democracies from the reces-
sionary period of the mid-1970s ushered in by the Oil Crisis through the mid-
1990s. We are aiming at a comprehensive stocktaking of effectiveness in
western democracies. In doing so we analyse effectiveness in major domestic
policy areas—domestic security policy, economic policy, social policy, and
environmental policy—and a broader ‘general effectiveness’ that encom-
passes all the policy areas studied. The question guiding this part of the
research is: Has the effectiveness of western democracies declined, either in
policy specific or more general terms? Further, which nations show the best
and worst performance?

We also raise the contentious question of the relationship between effect-
iveness in different policy areas, and the development of such policy patterns
over time. Is it the case that economic and social, or economic and environ-
mental goals are incompatible or in conflict, such that realizing economic
goals is only possible at the cost of realizing social and environmental goals?
In that case we have trade-offs between policy areas. Or, by contrast, can the
goals of economic and social policy, or of economic and environmental
policy, be equally realized so that their relationship could be characterized
as complementary? How have these policy patterns evolved since the mid-
1970s? Is it true, as it is assumed in globalization theories, that tension
between various policy goals has increased to the point that conflictual
relationships have supplanted complementary ones?

Effectiveness is a criterion for evaluating political performance, and it
refers to the degree to which desired goals are achieved through political
action. For this reason we do not analyse activities or efforts to reach the
goals—whether in the form of laws, personnel, or state outlays—but instead
the actual results or outcomes in these four policy areas. The implication of
this approach can be most clearly demonstrated for social policy. Rather
than using output indicators that measure governmental effort, such as the
degree of redistribution in the form of social expenditure, we use outcome
indicators measuring the result of political action, such as the poverty rate
and infant mortality. Hence, the analysis does not focus on the different
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means for reaching goals and how or why they change, but instead on long-
term and lasting political outcomes that decisively determine people’s life
circumstances.

The question ‘Do institutions matter?’ is at the core of the second, ex-
planatory section of the study. Here the focus is whether the institutional
settings of democracies—majoritarian and negotiation democracies'—have
an influence on the level, development, and structure (policy patterns) of
effectiveness, and what influence they have.

We deliberately do not investigate the effect of individual structural char-
acteristics such as the relationship between executive and legislative (parlia-
mentarism or presidentialism) or the (federal or unitary) structure of the state
but instead examine the effect of democratic institutional arrangements or
institutional settings as a whole.” There are several reasons for this. First, as
noted by Lijphart (1984, 1999¢) individual structural characteristics do not
occur at random in modern democracies. Instead, power-concentrating
structures such as unicameralism or unitary structure occur together, much
as power-dispersing structures such as bicameralism or federalism do. To
characterize these two differing types of democracy, Lijphart coined the
contrasting terms ‘majoritarian democracies’ and ‘consensus democracies’
(1984). Second, each individual structural characteristic may have a different
effect, so that only a specific combination of features will determine the
performance of a given nation (Fuchs 2000).

There is a more proximate cause for proceeding in this manner. In 1999
Lijphart published a comprehensive study of the performance of majoritar-
ian and consensus democracies in which he concludes that in some respects—
in social, environmental, and foreign aid policies and in some aspects of
domestic security policy—consensus democracies are superior to and out-
perform majoritarian democracies (Lijphart 1999a: 293-300). This finding
reflects their stronger orientation toward community and a greater social
consciousness; politics in consensus democracies, he argues, is generally
‘kinder and gentler’ than in majoritarian democracies. At present, Lijphart’s
study dominates the debate on the performance of different types of democ-
racy (e.g. Anderson 2001; Armingeon 2002; Schmidt 2002). However, his
work suffers from several flaws not only in research design, but more par-
ticularly in how he conceptualizes and measures political institutions and
political performance. Thus, the question of the performance of different
types of democracies cannot yet be regarded as resolved. At this juncture

! For reasons presented in Chapter 3 we prefer the term ‘negotiation democracy’ and not
‘consensus democracy’ coined by Lijphart (1984, 1999a).

2 The term ‘institutional arrangement’ (or ‘setting’) draws attention to the fact that it is not
individual structural characteristics or individual political institutions that are the focus, but
rather a whole set of characteristics. This collective idea is sometimes simply referred to here as
‘institutions’ (or as the ‘political order’).
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I will sketch briefly the problems of his conceptualization and measurement
of institutions as far as they are relevant here.

Initially, Lijphart postulated two types of democracy. Yet his empirical
analysis led him to conclude that his selected set of structural characteristics
in fact yielded two clusters of ‘clearly separate dimensions’ that he named the
executives—parties dimension and the federal-unitary dimension (1999a: 2-3,
also 1984). The former dimension includes five characteristics: (a) concen-
tration versus dispersion of executive power, (b) power relations between
executive and legislative, (c) the structure of the party system, (d) the electoral
system, and (e) the interest group system. The federal-unitary dimension
also covers five characteristics: (a) state structure (unitary versus federal),
(b) legislatures (unicameral versus bicameral), (¢) the flexibility of the consti-
tution, (d) judicial review, and (e) central bank autonomy (Lijphart 1999a: 3—
4). The key difference between the two dimensions is that the second refers to
formal or constitutionally defined structures, while the first measures informal
or empirical structures arising from the interaction between collective political
actors (Fuchs 2000). As will be argued in greater detail later, the theoretical
conceptualization of the informal executives—parties dimension is too impre-
cise—it includes not just political institutions but also a politico-economic
institution in the form of pluralist or corporatist interest group systems—and
there are serious flaws in the measurement of this dimension. So Lijphart’s
empirical finding that consensus democracies outperform majoritarian dem-
ocracies, along this executives—parties dimension, needs to be put in question.

The explanatory section of our study examines the following questions
concerning the level, development, and structure (or policy patterns) of
political effectiveness: First, do constitutional and informal institutional
settings have an effect on the level of both policy-specific and general effect-
iveness? Is there a set of democratic institutions that is superior in terms of
effectiveness, as Lijphart asserts is the case for consensus democracies along
the executives—parties dimension? Second, how do the constitutional and
informal institutional settings affect the development or stability of policy-
specific and general effectiveness? Is politics in negotiation democracies more
strongly marked by political stability while majoritarian democracies are
more able to carry out policy change? Third, do constitutional and informal
institutions determine national policy patterns in such a manner that nego-
tiation democracies produce more balanced patterns than majoritarian dem-
ocracies?

A sound theoretical framework is required to conduct an empirical analy-
sis of these descriptive and causal questions. To analyse the descriptive
questions, normative criteria for effectiveness need to be specified and sub-
stantiated in such a manner that they can also be measured, and the rela-
tionship between these criteria needs to be clarified theoretically. For the
causal analysis, an explanatory model is required not just to establish what
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influence institutional settings have on effectiveness, but to also take the most
important, non-institutional factors (socio-economic modernity, political
actors, and economic globalization) into account. So far, research has largely
concentrated on particular aspects of these broad questions—studies focus
primarily on the effectiveness in particular policy areas—so that existing
theoretical approaches are too specific and insufficient to guide the empirical
analyses striven after here. For this reason it is necessary to develop not just a
theoretical ‘Model for Evaluating the Effectiveness of Liberal Democracies’
but also a theoretical ‘Model for Explaining the Performance of Liberal
Democracies’ prior to the empirical analysis.

Contemporary crisis theories on the decline of effectiveness of western
democracies on the one hand, and the hypothesis that political institutions
matter for effectiveness on the other, provide the starting point and context
for our study. But attempts to evaluate political systems also evoke an
ancient political question: How can one identify a good political order? My
study specifies criteria for evaluating performance, and tests the extent to
which the different institutional settings found in democracies systematically
influence performance. Yet at heart it intends to make a theoretical and
empirical contribution to a basic question in political science: What consti-
tutes a good political order?

The empirical basis for the analysis is provided by evidence from twenty-
one OECD nations—Australia, Austria, Belgium, Canada, Denmark, Fin-
land, France, Germany (up to 1991 West Germany), Great Britain, Greece,
Ireland, Italy, Japan, the Netherlands, New Zealand, Norway, Portugal,
Spain, Sweden, Switzerland, and the USA—from 1974 to 1995.°

Going Beyond the Current State of Research

This study of the performance of democracies stands in the tradition of
comparative research on democracy. But effectiveness, understood as the
degree to which intended goals are realized, is an object of inquiry in
comparative public policy and comparative sociological research on the
quality of life as well. Accordingly, theoretical and empirical instruments
from these other research traditions are utilized for certain aspects of the
argument. Thus, we elaborate to what extent the study goes beyond the
current state of research in all three traditions.

Comparative research on democracy at its core deals with three questions:
How do democratic polities (structures) function? How do polities come
about? What effects do they have on politics (the political process) and on
policies? The last question on the effects of democratic structures is also the
most recent research question in this tradition. It has been more intensively

3 Luxembourg and Iceland could not be included in the analysis due to missing data.
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pursued since the 1990s under the catchword ‘performance’. Recent interest
is due in part to the collapse of state socialist systems in Central and Eastern
Europe, for with the end of the most important alternative to democracy as a
form of government, renewed attention is drawn to existing differences
between democratic systems. In this context, knowledge of political perform-
ance takes on great practical significance as it might help answer the question
which type of democracy should be implemented (through constitutional
engineering) in Central and Eastern Europe (Kaase 1995; Fuchs 1998).

Democratic theorists have long called for systematic, theoretical, and
empirical evaluation of political systems (Dahl 1967), but until the 1990s
only a few isolated studies devoted themselves to such evaluation. The outset
of systematic theoretical and empirical analysis can be precisely dated to 1971
and the publication of two related works: Eckstein’s The Evaluation of
Political Performance: Problems and Dimensions and Gurr’s Political Per-
Sformance: A Twelve-Nation Study (written with McClelland). Eckstein devel-
oped and justified theoretical criteria for evaluating political systems, while
Gurr made a first systematic attempt to empirically translate and apply
Eckstein’s criteria. Almond and Powell (1978), and Powell (1982), subse-
quently produced a comparable pair of studies. In the fourth section of their
systems-theoretical work Comparative Politics (1978), Almond and Powell
suggested the concept of political productivity for evaluating political sys-
tems. In Contemporary Democracies (1982), Powell then turned some of
Almond and Powell’s criteria into empirical indicators. He was a pioneer in
systematically investigating the effect democratic structures had on a set of
criteria of performance.

The more numerous analyses that have appeared during the 1990s only
partly make reference to these earlier studies of political performance. One
may count Putnam’s Making Democracy Work (1993), Weaver and Rock-
man’s edited volume Do Institutions Matter? (1993), Lijphart’s revised edi-
tion of Patterns of Democracy (1999a), whose first results were originally
published in article form in 1994, and Schmidt’s Demokratietheorien (2000a),
as among the most important and influential works on the performance of
democracies.

Of these, Lijphart’s Patterns of Democracy is the most relevant precursor
for our study, as he investigates the structures (from 1945 to 1995) and
performance (from 1970 to 1995) of thirty-six democracies. Lijphart’s work
provides the primary reference point for working out the specific character-
istics of our study, and for determining which aspects go beyond the current
state of research. Here our focus is primarily on how he conceptualizes
performance as well as on his explanatory model.

To begin with, one should note that Lijphart does not have an elaborated
concept of performance. He neither uses an explicit set of criteria to select
his thirty-two performance indicators, nor does he justify his choice of
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individual measures (Lijphart 1999a: chs. 15 and 16). Instead, indicators are
introduced in an ad hoc fashion, and justified only with plausibility argu-
ments. A more careful examination shows that his indicators measure quite
varied dimensions. Measures of governmental effort (such as social expend-
iture) are mixed with characteristics of policy programmes and benefits (how
woman-friendly family policies are, or how ‘decommodified’ social policies
are) and indicators for the outcomes of political action (such as poverty
rates). What these measures all have in common is that they are related to
policies, but by measuring different aspects of outputs and outcomes they
reflect quite different policy manifestations. Lijphart also employs indicators
based on attitudes (such as how satisfied citizens are with democracy) and the
behaviour of citizens (such as voter turnout rates).

Clearly, Lijphart is investigating a broad spectrum of all conceivable
effects of democracy, and in that sense one can argue that he does not attach
any specific meaning to performance itself. Instead, he uses performance as a
general term for all possible or supposed effects of democracy.

For our purposes, it is crucial to determine which among the many
indicators could serve as measures of effectiveness in specific policy areas.
Lijphart’s list of indicators contains all the relevant domestic policy areas
(domestic security, economic, social, and environmental). But of the ten
indicators that can be assigned to these policy areas,* only four—unemploy-
ment, the inflation rate, socio-economic inequality, and Palmer’s measure of
environmental pollution (1997)—are relatively clear measures of outcomes.

A theoretical, explanatory model exists only in rudimentary form in
Lijphart’s work. It consists of the executives—parties and federal-unitary
dimensions and two general control variables: level of economic develop-
ment and population size (Lijphart 1999a: 262). From an action theory
perspective, collective actors such as governments are missing, for ‘policy
results cannot be explained directly with democratic structures’ (Schmidt
2000a: 347). It remains unclear, as the relevant theoretical considerations
are also lacking, how one is to imagine the connection between political
institutions and performance. The rudimentary theoretical model also has
implications for empirical analysis; the effect of the institutional variables is
not controlled for other competing and potentially influencing factors. It
thus remains open whether the empirical connection Lijphart asserts between
the executives—parties dimension and performance in fact goes back to the

4 Lijphart’s indicators (1999a: chs. 15 and 16) of “incarceration rate’ and ‘death penalty’ can
be assigned to domestic security policy; the indicators ‘economic growth’, ‘inflation rate’, and
‘unemployment’ to economic policy; the indicators ‘socioeconomic inequality’, ‘social expend-
iture’, and ‘welfare state index’—based on Esping-Anderson’s (1990) ‘decommodification’
index—to social policy; and the ‘energy efficiency’ indicator and the ‘Palmer index’ (1997;
concern for the environment) to environmental policy.
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institutions themselves or is the result of other intervening variables (Schmidt
2000a: 346; Armingeon 2002: 89).

In terms of performance, our study attempts to be theoretically more
precise and more focused than Lijphart’s Patterns of Democracy. We are
investigating one specific dimension of performance, namely effectiveness.
This can be regarded as the central dimension of performance, in addition to
the question of responsiveness. Our study also is guided by a theoretical
frame of reference. Using a classification of performance criteria, effective-
ness is defined subsequently and with the help of a normative model of
political effectiveness (one heavily based on Almond and Powell’s political
productivity concept) and individual subdimensions of effectiveness are
theoretically determined and justified. Finally, these subdimensions are
measured using pure outcome indicators.

At the same time, our study clearly goes beyond Lijphart in other respects.
First, we present an independent, descriptive analysis of the effectiveness of
western democracies by studying its level, development, and structure. Sec-
ond, we investigate the influence of political institutions not just on the level
of effectiveness but also on stability and policy patterns. We go beyond
Lijphart in terms of theoretical explanation by drawing on the explanatory
models suggested in three different research traditions (comparative research
on democracy, comparative public policy, and the veto player approach) to
develop a comprehensive model for explaining the performance of liberal
democracies. In so doing, we posit the most important non-institutional
explanatory factors and, using a rational choice approach, theoretically
conceptualize how they work in concert with institutional factors.

The core of comparative public policy research is to explain how policies
come about, and the central question is to what extent polities (political
structures) and politics (political processes) shape them (Schmidt 19974;
Castles 2002). Until the 1990s, the politics aspect stood at the forefront,
with the question ‘Do parties matter?’ guiding research (Castles 1982). In
the wake of the neo-institutionalist paradigm, attention in the 1990s has been
devoted more frequently to the effect political institutions have on policies.
Empirical studies of the effect democratic structures have on policies now
exist for all domestic policy areas investigated here, with the exception of
domestic security.’

Comparative public policy research is organized along policy areas; or
rather studies generally concentrate on one policy area. If more are analysed,
then at most two closely related policy areas, as with social and economic

5 Examples of studies analysing the effect of political structure characteristics include
Crepaz (1996), Armingeon (1999, 2002), and Anderson (2001) for economic policy; Huber
et al. (1993), Schmidt (1997b) and Birchfield and Crepaz (1998) for social policy; and Jdnicke
(1992), Vogel (1993), Crepaz (1995), Jahn (1998), and Scruggs (1999, 2003) for environmental
policy.
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policies. The most comprehensive investigation to date of the development
of policies and the effect political institutions have on them is Castles’s
Comparative Public Policy (1998a). In it, he examines twenty-one nations
(from 1960 to 1990) with respect to the level and development of the reach of
the state (‘big government’) and the welfare state, as well as the development
of various aspects of the labour market and the private sphere (home own-
ership, fertility, divorce rates). His analysis is atypical for comparative public
policy research, in a sense, as he examines a broad spectrum of policies
simultaneously, but it is quite typical inasmuch as it largely analyses outputs,
and only secondarily outcomes. Castles’s chapter on the welfare state, for
example, restricts itself to an analysis of government expenditures for trans-
fer payments, health, and education (all output measures) while outcome
indicators such as poverty or infant mortality are neglected.

Few comparative public policy studies have researched the trade-offs
between policy areas. There is a longer tradition of work analysing the
relationship between economic and social policy (see, for example, Korpi
1985; Castles and Dowrick 1990; Kenworthy 1995; Hicks and Kenworthy
1998). Generally, such studies investigate the relationship between economic
outcomes (such as levels of economic development) and socio-political out-
puts (such as social expenditures). More recent studies investigate the rela-
tionship between economic wealth and environmental indicators (Janicke et
al. 1996a). But as yet no study has investigated whether political institutions
have an effect on the trade-off between policy areas or on policy patterns.

The theoretical considerations and methods developed in comparative
public policy are useful to our study particularly in developing our theoret-
ical, explanatory model and in the empirical analysis of trade-offs between
policy areas. Yet our study goes beyond the current state of research in
comparative public policy in three ways. For one, a broad spectrum of policy
areas is taken into account at the same time. Our study, unlike Castles’s
broadly designed investigation, focuses on the most important domestic
policy areas, and only investigates outcomes. For another, both general
effectiveness and policy patterns are analysed in addition. And last, three
completely new aspects are addressed: whether political institutions have an
effect on the stability of effectiveness, on general effectiveness, and on the
balance of policy patterns.

Comparative research on the quality of life (aspects of which are also called
social indicator research) is the sociological equivalent of public policy
research in political science. The objects of inquiry here are individual welfare
products in various areas of life delivered by different welfare producers
(Zapf 1979) or institutions (Vogel 1998). Welfare with respect to various
societal goals is provided not just by the government but also by the market,
associations, and by private households. The focus is not on outputs or, as
they are called in this research tradition, resources, but on results or ‘end
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products’ for the individuals (Zapf 1977: 235). The main objective of this
research is to provide descriptive information about the degree to which
societal goals have been achieved. This can find practical use in political
decision-making processes, but the findings are also meant for the enlight-
enment of society (Zapf 1977: 234; Carley 1981: ix). A secondary objective is
to explain differences in national welfare (Zapf 1977: 234). The few existing
works on this question focus on structural factors such as the specific
national mix of welfare producers (Vogel 1998).

By investigating welfare produced by three different institutions, the ob-
jects of inquiry in quality of life research are broader than in comparative
research on democracy or public policy, as they tend to focus only on the
effectiveness of one institution, namely the government. Nevertheless, gov-
ernmental effectiveness in the form of so-called ‘policy indicators’ (Carley
1981: 25) are at the centre of most comparative quality of life research as well
(e.g. income distribution, crime victims). Two important reasons surely
account for this. The first is that policy indicators related to political tasks
and goals are open to political manipulation. The second is that it is primarily
international organizations pursuing political objectives, such as the OECD
(1986a), the EU (Eurostat 1997), or the UN (1989), including the United
Nations Development Program (UNDP 1990), that conduct comparative
research on the quality of life.

The part of this research tradition most relevant to our study lies in how
outcomes are conceptualized, differentiated, and measured. Welfare is seen
multidimensionally and hierarchically, with the highest, global level referring
to a welfare encompassing all areas of life; a middle, area-specific level refer-
ring to welfare in individual areas of life; and the lowest, specific level referring
to aspects within individual areas of life (Andrews 1981). By analogy, we
differentiate between three levels of political effectiveness: (a) a general effect-
iveness encompassing all policy areas, (b) a policy-specific effectiveness at the
level of individual policy areas, and (c¢) an effectiveness with respect to the
components of a particular policy such as the prevention of poverty in the area
of social policy.

Beyond such conceptual differentiations, the empirical instruments devel-
oped in quality-of-life (QOL) research are also useful to our study. The hier-
archical concept of welfare necessitates aggregating specific information into
composite measures, called QOL indices in this research tradition. Due to the
enlightened intent inherent to this research tradition, such aggregate measures
are often constructed in a clear and comprehensible manner (Zapf 1977: 235).
The best known example of one such global measure is the UNDP’s Human
Development Index (1990). It incorporates three ‘basic capability’ measures
(for health, education, and income) that allow citizens to participate in and
contribute to their society. This index permits one to assess to what degree a
nation deviates from normatively set minimum standards of development.
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Our study of the effectiveness of democracies takes a broad view encom-
passing effectiveness in a variety of specific policy areas, such as comparative
QOL research does. But unlike it, we focus on major domestic policy areas.
But we also go beyond its current state of research. First, we analyse trade-
offs between different policy areas as well as policy patterns. Second, we
propose an index for measuring general political effectiveness that unlike the
UNDP’s well-known Human Development Index can also differentiate within
the group of highly developed nations. Third, we make a contribution to
explaining the effectiveness of public policy inasmuch as we investigate the
influence of key determinants such as political institutions, socio-economic
modernity, political actors, and economic globalization.

In sum, we can say that our analysis of the effectiveness of democracies
addresses a question specific to the comparative study of democracy, but it
also stands at the intersection of three research traditions. To conceptualize
the most important independent variables—the democratic institutional set-
tings—we turn to the findings from the comparative study of democracy; we
also borrow from comparative, sociological, QOL research for the dependent
variables of effectiveness; and from comparative public policy research for
the explanatory model.

Organization of the Book

Our study is divided between theoretical and empirical sections, with the
theoretical framework presented in Chapters 2 and 3, and the empirical
analysis offered in Chapters 4 and 5. Descriptive questions about political
effectiveness are examined in Chapters 2 and 4, while causal questions about
the influence political institutions have on effectiveness are pursued in Chap-
ters 3 and 5. Chapter 6 provides concluding observations. Chapters 2
through 5 each end with preliminary summaries of their most important
results.

‘A Model for Evaluating the Effectiveness of Liberal Democracies’ is
developed in Chapter 2 as part of the descriptive analysis. It includes both
normative and empirical-analytic components. In the normative analysis
effectiveness is demarcated from other performance criteria and five criteria
for evaluating effectiveness were systematically derived and justified: (a)
international security, (b) domestic security, (¢) wealth, (d) socio-economic
security and socio-economic equality, and (e) environmental protection. This
‘normative model of political effectiveness’ is heavily based on Almond and
Powell’s concept of political productivity (1978) that suggests performance
criteria relevant to all political systems. All but international security are
scrutinized in what follows.

The task of the ‘empirical-analytic concept of political effectiveness’ is to
specify the normatively based effectiveness criteria in such a manner that it is
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possible to relate them to ‘empirical referents’ (Eckstein 1971: 5). The con-
cept has two aspects: vertical and horizontal. First, the four general effect-
iveness criteria are ‘vertically’ specified into several individual components
and then indicators are assigned to these components. Second, ‘horizontal’
relationships between different effectiveness criteria are specified. Here the
most prominent propositions about trade-offs, such as between economic
and social goals (efficiency vs. equality), or between economic and environ-
mental goals (efficiency vs. environmental protection), as well as the best
known concepts of compatibility between multiple conflicting goals (the
growth paradigm, the sustainability concept), are brought together. A the-
oretical typology of political effectiveness then unifies these various theories
on the relationship between specific policy areas. Finally, a concept of
general political effectiveness and an index to measure this global dimension
are proposed, with the global index meant as a summary QOL measure for
developed industrial societies.

In Chapter 3, ‘A Model for Explaining the Performance of Liberal Dem-
ocracies’ is suggested to answer causal questions. This model makes a claim
to go beyond explaining effectiveness and be more generally applicable
to explain political performance. It builds on the explanatory models found
in three theoretical strands, the comparative research on democracy, com-
parative public policy, and the ‘veto player’ approach of the ‘new institu-
tionalism’. Selected characteristics of these three models, partly reformulated
and partly stated more precisely, are integrated together with neglected
factors into a comprehensive explanatory model. The main features of this
model are as follows: At the centre stand institutions of democratic govern-
ance that according to Fuchs’s (2000) concept of democratic institutional
arrangements can be subdivided into the constitutionally defined ‘govern-
mental system’, and the ‘relationship between governing and opposition
parties’ based on informal rules. The most important non-institutional ex-
planatory factors are the national level of wealth, ideological orientation
of the government, and the openness of the economy that need to be con-
trolled for in the empirical analysis. Finally, rational choice institutionalism
is taken as a theoretical approach to conceptualize the causal structure of
the model.

Chapter 3 also includes a discussion of the constitutional and partisan veto
player indices thus far suggested for measuring these two institutions of
democratic governance (Huber et al. 1993; Colomer 1996; Schmidt 1996;
Lijphart 1999a; Fuchs 2000). As Lijphart’s executives—parties index,
designed to measure informal democratic structures, is particularly problem-
atic, several alternative partisan veto player indices are suggested. The chap-
ter ends with the formulation of systematic hypotheses about the effect
constitutional and informal institutions of democratic governance have on
the level, stability, and structure (or policy pattern) of political effectiveness.
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The empirical part of our study is divided between a descriptive analysis of
the ‘Level, Development, and Structure of the Effectiveness of Western
Democracies’ (Chapter 4) and a causal analysis of the ‘The Influence of
Political Institutions on the Effectiveness of Western Democracies’ (Chapter
5) for the period from 1974 to 1995. Both chapters are similarly structured. In
Chapter 4, after describing the data base and the construction of the per-
formance indices, comparative quantitative data is presented that delineates
the level and development of policy-specific and general effectiveness across
the twenty-one nations over the entire time period. The chapter concludes
with a detailed empirical analysis of the trade-offs between individual policy
areas and the types of political effectiveness. Chapter 5 presents a factor
analysis of the various constitutional and partisan veto player indices. This is
followed by a re-analysis of significant parts of Lijphart’s Patterns of Dem-
ocracy (1999a) with an eye to establishing to what extent his results regarding
the performance of majoritarian and consensus democracies are an artifact
of his executives—parties index. The chapter concludes with bivariate and
multivariate regression analyses to determine the impact of political institu-
tions on the level, stability, and structure of political effectiveness.

Chapter 6 summarizes the most important results of this investigation into
the development of political effectiveness in western democracies since 1974
and the impact of political institutions. In so doing they are discussed with
reference to theoretical and practical implications. Some ‘common wisdom’
about the decrease of effectiveness is shown to be without empirical founda-
tion, while the question ‘Do institutions matter?” can be affirmed—if with
reservations. Political institutions matter, but only sometimes and only to a
limited degree.

Design, Data, and Methods

At the heart of this study are two questions: How did political effectiveness
develop in western democracies? Do democratic institutional settings have an
influence on effectiveness, holding other competing explanatory factors con-
stant? The hypotheses guiding the study are formulated with reference to
western democracies. The specific objects of inquiry are the twenty-one
aforementioned OECD nations that show many similarities with respect to
social, economic, and political characteristics.

Limiting the investigation to such a relatively homogenous group of
nations implies holding many competing factors constant, and the study
thus follows a ‘most similar systems’ design (Przeworski and Teune 1970:
32). Not having to explicitly control for such factors in the empirical analysis
substantially reduces a basic problem of comparative research: ‘many vari-
ables, small N’ (Lijphart 1971; Collier 1993). But this limitation also implies
one can only detect those factors responsible for differences within this select
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group of democratic polities in the empirical analysis. It is not possible to
simply generalize the results to all democracies.

The period investigated is from 1974 to 1995. It thus begins immediately
after the economic recession brought about by the Oil Crisis, a generally
agreed-upon turning point in the development of the performance of western
industrial societies. Our investigation thereby differs from many other stud-
ies in that our time series do not begin from an arbitrary point determined by
data availability or other non-theoretical criteria. Instead we use a clear
reference point bearing theoretical significance. However, the related ques-
tion whether 1974 was in fact a turning point cannot be answered based on
the research design used here. To do so, one would have to include perform-
ance prior to 1974 in the analysis, but the data series for environmental
policy, for example, only begins in the 1970s (see OECD 1985). Due to the
absence of appropriate data, the development of effectiveness can only be
properly investigated for the period after 1974.

A research design that encompasses many nations and a long time period is
necessary to investigate the general hypotheses about the decline of effect-
iveness in western democracies since 1974. Such a design is also indispensable
to adequately analyse the influence of political institutions. Empirical studies
must be designed in such a manner that institutions even have a chance to
demonstrate their influence. The ‘intrinsic value’ of long-standing institu-
tions can only become evident in various spatial and temporal constellations,
that is, in many different cases and at many different points in time. By the
same token, investigating a longer time period ensures that situation-specific
constellations are not incorrectly ascribed to the political institutions itself.
In discussions of the economic and political competitiveness of nations, for
example, national rankings are repeatedly based on performance indicators
reported for only one or two years (see World Economic Forum 1999).
Fundamental institutional reforms are then recommended on the basis of
such extremely narrow, if not near-episodic, snapshots. The likelihood that
situation-specific constellations are studied is considerably reduced when one
uses a twenty-two-year time frame.

This period starting 1974 is also a particularly apt choice for studying the
influence of political institutions. The Oil Crisis created a new set of prob-
lems, sometimes even referred to as an ‘external shock’, in all western
democracies after 1973. All nations had to respond to this abrupt change
and craft effective solutions for this new constellation. One can see particu-
larly well which democratic institutional settings have coped successfully
with these problems. Hence, to some extent the post-1973 situation consti-
tutes a natural or quasi-experiment of the ability of national democratic
institutions to address or solve problems.

Investigating the development of policy effectiveness in twenty-one na-
tions from 1974 to 1995 is extremely challenging merely at the data level. The



16 Introduction

design calls for complete data series with comparable indicators for four
policy areas, but this ideal data situation does not exist. Many indicators
show gaps in the data series. Data are missing not only for individual points
in time or periods, but certain nations even lack entire data series. Addition-
ally, cross-national comparability of indicators is not always ensured. Hence
it is necessary to make compromises if one wishes to conduct an empirical
investigation of these important and controversial questions. To be able to
make valid statements, systematic and comprehensible criteria for addressing
data issues are necessary.

The strategy adopted here is to minimize problems of data availability and
comparability as much as possible, and to openly indicate what choices were
made and what problems remain. First, the number of countries, the time
periods, and the indicators were narrowed to reduce data replacement pro-
cedures as much as possible. Moreover, the replacement procedures are
documented in detail. Second, problems created by inadequate comparabil-
ity between indicators were minimized by using data from international
organizations (especially the OECD, also the WHO and Interpol) as well as
from comparative research projects such as the Luxembourg Income Study
(LIS). This does not ensure perfect comparability, though these institutions
aim to maximize cross-national comparability. Thus we start from the as-
sumption that we are employing the best available comparative data, a
judgment supported by expert opinion.

Our study asks two general questions about the development of effective-
ness and the influence of democratic institutions on effectiveness. Did effect-
iveness in western democracies continually decline since 1973? Is the
effectiveness of public policies decisively influenced by democratic institu-
tions? The data base includes fourteen indicators of effectiveness for twenty-
one nations over twenty-two years, and additional data is used for institu-
tional and non-institutional explanatory factors. Such a large amount of data
can only be analysed with the help of quantitative, statistical methods. Of
course, in a study like this, one cannot do justice to the situation and
development of effectiveness in individual nations. That task is reserved to
more qualitatively oriented comparative case studies.
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A Model for Evaluating the
Effectiveness of Liberal Democracies

The core of democratic theory is to develop and justify normative criteria for
identifying and evaluating democracies (Sartori 1987; Dahl 1989). Yet for
many years, no systematic studies for evaluating democratic systems were
conducted in the empirical, comparative research on democracy. This reluc-
tance has been attributed to the value-neutral orientation that predominated
in empirical research, as value-neutrality was long regarded as incompatible
with the normative character of evaluation (Dahl 1967; Fuchs 1998). The
first systematic, comparative evaluation studies of democracies were con-
ducted in the 1970s, with Dahl’s Polyarchy (1971) the locus classicus.
Dahl’s interest lay in evaluating the quality of the democratic structure in
114 nations, and he asked to what extent key democratic institutions such as
free and fair elections and freedom of expression existed, and how effectively
they were implemented. Since then many similar assessments of democracies
have been undertaken (for compilations see Foweraker and Krznaric 2000;
Schmidt 20004),' so one can regard the evaluation of democratic structure by
now as an established branch in comparative research on democracy.

This is by no means the case for the evaluation of the performance of
democratic systems; an established research tradition based on common
theoretical, methodological, and empirical referents does not exist here.
The issue of evaluating the quality of democratic processes (Fuchs 1998)
only began to be addressed in the 1990s, and the lack of scholarly agree-
ment can be seen most clearly in the criteria that are chosen to measure
performance.

Most authors select their own criteria without reference to those of others,
which has led to a multiplicity of extremely heterogeneous, coexisting per-
formance criteria that have until now not been systematized in any way.
Putnam (1993), for example, suggests using governmental effectiveness and
responsiveness as criteria, while Weaver and Rockman instead focus on
capabilities. These include a wide variety of managerial abilities governments

' Among the best known works are: Bollen (1980), Vanhanen (1984), Coppedge and Reinicke
(1991), Freedom House (1990), Gurr et al. (1990), and Jaggers and Gurr (1995).
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should display, such as to ensure policy stability, manage political cleavages
‘to ensure that the society does not degenerate into civil war’ (Weaver and
Rockman 1993: 6), and have the capability to make decisions and policy.
Lane and Ersson (1994), by contrast, suggest the guiding values of liberty,
equality, and fraternity derived from the French Revolution, while Lijphart
(1999q) investigates quite different effects of democracy. As a rule, perform-
ance criteria are rarely systematically derived or justified and tend to be
selected arbitrarily.

Only two performance concepts have been suggested thus far that satisfy
such demands for quality. One is the political productivity concept of Al-
mond and Powell (1978) that has already been used in a number of studies
(Roller 1991, 1992; Schmidt 1998a). The other is Fuchs’s suggestion of a
concept to establish criteria for democratic performance (1998). The political
productivity concept was developed within a systems theory framework. It
covers a list of performance criteria that could be applied to all political
systems, while Fuchs’s suggestion emerged in the framework of democratic
theory and was meant to apply only to democratic systems.

Almond and Powell’s political productivity concept is the touchstone for
our study of the performance of democracies, but the concept is deficient for
several normative and empirical-analytic reasons. Normatively, effectiveness
is not differentiated from other performance criteria, nor is the term speci-
fied. To properly classify and more precisely define the term, it is therefore
necessary first to develop an analytic scheme to classify performance criteria.
This allows previously suggested performance concepts to be sorted and
integrated into a superordinate, common framework. This scheme is then
used to discuss Almond and Powell’s political productivity concept and based
on this discussion a ‘normative model of political effectiveness’ is derived.
This model includes five criteria: («) international security, () domestic
security, (¢) wealth, (d) socio-economic security and socio-economic equal-
ity, and (e) environmental protection. All four domestic policy effectiveness
criteria are investigated in what follows.

These normative criteria of effectiveness must be further specified for the
empirical analysis. Thus far, such an empirical-analytic basis for the concept
of political effectiveness has been lacking. It will be developed here for
domestic public policies. It includes a ‘vertical’ specification of these per-
formance criteria through disaggregation into individual components, and
these components are assigned indicators in turn. This vertical specification
is based on policy-specific models for evaluating effectiveness.

Additionally, it covers ‘horizontal’ relationships between the different
performance criteria. Almond and Powell (1978: 397) already addressed the
problem of trade-offs between various performance dimensions, at least in
general terms. In what follows, the most significant propositions about
particular goal conflicts, as well as the compatibility between multiple
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conflicting goals, are discussed, and a typology of political effectiveness is then
developed. I then suggest a concept of general political effectiveness and con-
clude the chapter with a summary of the most important characteristics of the
‘Model for Evaluating the Political Effectiveness of Liberal Democracies’.

This brief overview of the argument in Chapter 2 should make clear the
central role Almond and Powell’s political productivity concept plays in my
analysis. But the theoretical ‘Model for Evaluating Political Effectiveness’
developed in this chapter is more comprehensive in normative terms, and it
involves an empirical-analytic level without which the normative concept
would not qualify for empirical analysis.

NORMATIVE CRITERIA FOR EVALUATING
POLITICAL PERFORMANCE

The following section introduces a model for evaluating the effectiveness of
liberal democracies. The model is thus not applicable to all democracies or
even to all political systems but only to contemporary representative democ-
racies of a type called liberal democratic (Powell 1992; Fuchs 1998; Diamond
1999). This specification is necessary because different democracies are each
characterized by dissimilar normative, fundamental values (Fuchs and Klin-
gemann 2002). As a result, in evaluating these systems, dissimilar normative
criteria need to be applied. One characteristic of liberal democracies is that
popular sovereignty is implemented in a particular manner: through com-
petitive, periodic elections in which representatives of the people (or demos)
are selected as delegates to a parliament. Characteristic as well are guarantees
of human rights and a legal codification of basic rights (Fuchs 1998; Dia-
mond 1999). The mutual recognition of citizens as free and equal can be
regarded as the fundamental value of liberal democracy (Fuchs 1998). We
will return repeatedly to these matters.

A Classification of Performance Criteria

I begin the normative analysis by suggesting an analytic scheme for classify-
ing performance criteria for liberal democracies. This scheme is introduced
with reference to three conceptual pairs suggested in the performance litera-
ture: structure and process (Fuchs 1998), goal-oriented contrasted with
general political performance (Eckstein 1971), and democratic versus sys-
temic performance (Fuchs 1998).

Structure and process
We previously noted the difference between democratic structure and demo-
cratic process as separate objects of evaluation, and Fuchs has introduced
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this differentiation more systematically into the performance literature. The
structure of a democracy is ‘fixed by the binding legal norms of a constitu-
tion’ (Fuchs 1998: 159). It is characterized by a certain number of institutions
that can also be called the minimum characteristics of a democracy. They
include guaranteeing basic freedoms, a competitive party system, universal
suffrage with free, equal and periodic elections, as well as the use of majority
rule for making collectively binding decisions (Bobbio 1987; Dahl 1989;
Fuchs 1998). The democratic process, by contrast, refers to what political
actors actually do, which is guided in turn by the democratic structure (Fuchs
1998: 162).

In principle, both dimensions or levels can be evaluated. In the case of the
democratic structure, the most fundamental evaluative criterion is the extent
to which a liberal democracy exists at all (Fuchs 1998: 160). In the case of the
democratic process, a democratic structure is a precondition, and evaluative
criteria are applied to the activities of political actors and the outcomes.

The term performance is particularly suited for evaluating the political
process, as its two major definitions refer precisely to the dimension of
action: (a) ‘the performance of a task or action is the doing of it’ and (b)
‘someone’s or something’s performance is how well they do or how successful
they are’ (Collins, Cobuild 1987: 1066; author’s emphasis). This definition
indicates the term has both descriptive and evaluative components, denoting
both the doing itself and the evaluation of doing. The two components are
also reflected in some political science definitions, as can be seen in the
following example:

The term performance refers to the execution and accomplishment of work and also,
in a connotation relevant to us, to the manner and effectiveness with which something
fulfills an intended task. That is, performance contains in its very definition an
evaluative criterion, that of producing what is intended or expected. Performance,
to put it redundantly, is effective to the extent that it produces what is intended. (Di
Palma 1977: 7)

But political performance is more often narrowly understood in its evaluative
aspect, as the following three examples from studies of performance indicate:

Measuring political performance is, of course, inherently evaluative: a matter of
saying, on some basis, that a polity is doing well or badly, to one degree or another,
in absolute terms or relative to other cases. (Eckstein 1971: 8)

What do ‘good governments’ do, and, by implication at least, what do they do
differently from bad governments. (Aberbach and Rockman 1992: 140)

Why do some democratic governments succeed and others fail? (Putnam 1993: 3)

This narrower definition of political performance, as the evaluation of
what political actors do and the outcomes of these actions, is the one adopted
here.
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Goal-oriented and general political performance

Political performance, understood as the evaluation of the political process,
can be separated into a goal-oriented component and a general political
performance component. Eckstein first drew attention to this by distinguish-
ing between ‘political performance in regard to particular goals’ and ‘perform-
ance in amore general sense, regardless of the special goals of polities’ (1971: 5).
The first is a matter of goal-attainment, while the second is defined in a manner
to promote attaining specific goals (Eckstein 1971: 19). Eckstein’s subsequent
analysis (1971: 20) focuses on general political performance, and he employs
four exemplary criteria for it—°‘durability, civil order, legitimacy, decisional
efficacy’—that he justifies in detail. His decision to address general political
performance is programmatic. Evaluations based on goal-attainment do not
make sense, he argues, as ‘these depend too much on conditions over which
polities often have little or no control’ such as ‘the consistency of goals’ and ‘the
availability of sound technical knowledge for achieving intended effects’ (Eck-
stein 1971: 68). Only general performance can be attributed to the polity, since
that is supposed to be under the control of the political system itself (Eckstein
1971: 19, 68). Yet it is questionable whether the polity can better control
general political performance than goal-oriented performance. Research on
the persistence and legitimacy of political systems (e.g. Linz 1978; Lipset 1981)
shows that these are extraordinarily complex phenomena not readily or simply
to be steered by what political actors do. Persistence or legitimacy is certainly
no easier to control than economic growth, which Eckstein (1971: 68) cites as
an example of a goal-oriented performance criterion.

Weaver and Rockman’s performance concept (1993: 6), developed without
reference to Eckstein, is based on a similar differentiation, this time between
‘specific policy objectives’ and a ‘capabilities’ dimension, defined as ‘a pattern
of government influence on its environment that produces substantially simi-
lar outcomes across time and policy areas’. One finds included among these
capabilities, for example, the ability to ‘set and maintain priorities’ or to ‘target
resources where they are most effective’ (Weaver and Rockman 1993: 6). At
heart these are ‘policy management’ capacities that Eckstein also refers to in
his concept of general political performance. Unlike Eckstein, Weaver and
Rockman suggest more criteria (ten rather than four), do not assume that a
high level of capabilities ensures greater success in goal-attainment, and do not
have a programmatic goal in mind when they discuss capabilities. Weaver and
Rockman’s intent was to contribute to the US discussion about governmental
effectiveness, and at the time that discussion focused on capabilities.

If one considers these studies together, then general political performance
applies to procedural goals whose realization promotes the attainment of
specific policy goals. But one learns little about goal-oriented performance
whose intent is to achieve substantive goals in either formulation.
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By contrast, realizing substantive goals is at the centre of Pennock’s political
goods concept. Pennock (1966: 420) assumes that ‘political systems develop
their own autonomous political goals and that the attainment of these collect-
ive goals is one of their major functions, providing an important measure of
their development’. It is not the collectively binding decisions (outputs) that
matter, but rather the consequences of these decisions (outcomes) for the
people, the society as a whole, or for other systems such as the economy or
the family. Pennock is not interested in the totality of these political goals but
only in ‘those goals that satisfy “needs”...human needs whose fulfillment
makes the polity valuable to man, and gives it its justification’ (Pennock 1966:
420). He calls these goals ‘political goods’. Pennock originally suggested there
were four political goods—security, welfare, justice, and freedom—but later
revised this list to place democratic ideals of liberty and equality on the one
side, and ‘generally recognized purposes of government’—order, security,
justice, and welfare—on the other (Pennock 1979: 260).

Almond and Powell’s political productivity concept is based on Pennock’s
concept of political goods. At this juncture we only want to note that political
productivity is a more comprehensive concept than that of political goods,
and that political productivity is not only goal-oriented but also encompasses
general political performance.

Democratic and systemic performance

Fuchs suggested a differentiation between democratic and systemic perform-
ance. He starts from the dual character of democratic systems that, like all
political systems, must produce outcomes for the society such as economic
growth and domestic security. (Liberal) democracy, on the other hand, is
associated with certain values like liberty and equality that mandate trying to
achieve these particular democratic values (Fuchs 1998: 152). Performance
that is expected of a democracy as a political system is designated as ‘systemic
performance’, while performance specifically expected of a democratic pol-
itical system is called ‘democratic performance’. This pair of terms thus
designates two sets of performance criteria that are to be ensured either by
democratic or by all political systems. A similar dichotomy has been sug-
gested by Foweraker (2001: 205) who differentiates between dimensions
considered ‘intrinsic’ and ‘extrinsic’ to democracy.

Fuchs’s analysis focuses on ‘the criteria for democratic performance in
liberal democracies’. He identifies two different types, one of which is com-
prised of basic democratic values such as liberty and equality, and the other
of which refers to democratic standards following from the representative
form of government of liberal democracy. With respect to the representative
character, Fuchs (1998: 162-3) deduces the responsiveness of the polity to the
preferences of the demos as a crucial criterion. He distinguishes further
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between input and output responsiveness. Input refers to responsiveness to
citizen preferences in the programmes of competing political actors, while
output refers to converting these preferences through decisions of the ruling
government.

Putnam’s distinction between responsiveness and effectiveness is also at
heart a concept of democratic performance. Putnam wants to evaluate
‘representative government’ and has two criteria to do so: ‘a good democratic
government not only considers the demands of its citizenry (i.e. responsive),
but also acts efficaciously upon these demands (i.e. effective)’ (Putnam 1993:
63). Compared with Fuchs’s analytic categories, Putnam’s use of ‘responsive’
corresponds to Fuchs’s ‘input responsiveness’ and Putnam’s ‘effectiveness’ is
identical with Fuchs’s ‘output responsiveness’. But Fuchs and Putnam are
among the few who specifically address democratic performance. Eckstein,
Weaver and Rockman, Pennock, and Almond and Powell, all concentrate
instead on systemic performance.

A scheme for classifying performance criteria for liberal democracies

The first conceptual pair of structure and process served to identify the
essential characteristic of performance: an assessment of the political pro-
cess. The other conceptual pairs involved differentiation within political
performance. By combining these other two pairs, one can create a scheme
to establish four types of performance criteria. Both goal-oriented and
general political performance can be distinguished according to whether
they are to be provided by a liberal democracy as a political system (systemic
performance) or as a democratic system (democratic performance). Table 2.1
includes a compilation of the definitions of the four types of performance
criteria together with illustrative examples and relevant authors.

In this table, effectiveness is introduced as a general criterion of assessment
of goal-oriented performance. This accords with common usage, where
effectiveness describes the degree to which substantive goals are realized;
the denoted relationship is between an intended goal and its realization. The
term effectiveness was consciously not used to designate attaining procedural
goals (general performance) as Weaver and Rockman (1993) did, as it would
have meant a loss of precision.

Applying the scheme to the literature on political performance reveals that
research mainly deals with three of the four types of performance criteria. No
previously suggested performance concept primarily deals with the proced-
ural goals that promote substantive democratic performance. Instead studies
emphasize only particular aspects, such as accountability or participation.’

2 On accountability, see Powell (1990), Przeworski et al. (1999), and Strem et al. (2003); on
participation, see Powell (1982) as well as Jackman and Miller (1995).
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TABLE 2.1. A scheme for classifying performance criteria for liberal democracies

Goal-oriented performance General performance (procedural
(substantive goals) goals)
Systemic Effective realization of substantive =~ Characteristics of all political
performance goals valid for all political systems processes that promote the
(e.g. security, welfare) realization of substantive goals
(e.g. efficiency, stability)
(see Pennock 1966) (see Eckstein 1971; Weaver and
Rockman 1993)
Democratic Effective realization of basic Characteristics of the democratic
performance democratic values (liberty, political process that promote the
equality) and democratic realization of substantive
standards following from the democratic goals (e.g.
representative character of liberal accountability, participation)

democracy (responsiveness)
(see Fuchs 1998)

At the intersection of goal-oriented and systemic performance stands the
type of performance criterion that will be examined in this study. This is the
goal-oriented performance that a democratic system, like all other political
systems, must produce: outcomes for the society. This criterion properly
ought to be called systemic political effectiveness, but for simplicity’s sake
will be designated political effectiveness. Pennock’s political goods concept is
key here. In what follows, we examine in detail Almond and Powell’s further
articulation of their ‘political productivity’ concept—the starting point for
our own theoretical frame of reference.

The Concept of Political Productivity

Almond and Powell’s political productivity concept (1978: 391) was
formulated with the intent of finding ‘an outside and relatively unbiased
evaluation’ of political systems. Following Pennock’s concept of political
goods, the productivity of political systems was to be evaluated, that is, the
system itself was seen as the producer of (political) goods. Almond and Powell
(1978: 394), like Pennock, limited the term productivity to those political
goods that are ‘commonly sought by or expected of political systems’ and
are ‘widely acknowledged as the legitimate obligation of political systems’.
Unlike Pennock, who defined political goods as satisfying ‘human needs’
(Pennock 1966: 42), Almond and Powell took a wider view and included
goods that satisfy the ‘needs of the state as such’, such as maintaining the
political order.

Using three studies that evaluate political systems (Pennock 1966; Dahl
1971; Eckstein 1971), Almond and Powell then constructed a list of those
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TABLE 2.2. Almond and Powell’s political productivity concept

Levels of political
goods Classes of goods Content and examples

System level System maintenance Regularity and predictability of
processes in domestic and
international politics

System adaptation Structural and cultural adaptability
in response to environmental
change and challenges

Process level Participation in political inputs Instrumental to domestic and
foreign policy; directly produces
a sense of dignity and efficacy,
where met with responsiveness

Compliance and support Fulfillment of citizen’s duty and
patriotic service

Procedural justice Equitable procedure and equality
before the law

Policy level Security Safety of person and property;

public order, and national
security

Liberty Freedom from regulation,

protection of privacy, and respect
for autonomy of other individuals,
groups, and nations

Welfare Growth per capita; quantity and
quality of health and welfare;
distributive equity

Source: Almond et al. (2003: 157).

political goods about which, in their view, a consensus existed. These polit-
ical goods were then assigned to Almond and Powell’s three functional levels
of the political system: system, process, and policy. System maintenance and
system adaptation are functions at the system level, the conversion of inputs
to outputs are functions at the process level, and the policy level is defined by
the behaviour of the political system as it relates to other social systems
and the environment (Almond and Powell 1978: 13-16). Table 2.2 summar-
izes the classes of goods they identify, along with elucidations, as presented in
a more recent work (Almond et al. 2003: 157). Their earlier work stated that
Eckstein’s 1971 concept of stability and survival was reflected in the system
level, Dahl’s 1971 concept of participation and competition in the process
level, and Pennock’s 1966 concept of political goods in the policy level
(Almond and Powell 1978: 393). Political goods at the system and process
levels satisfy the ‘needs of the state’ while those at the policy level satisfy the
‘needs of the citizens’.
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Almond and Powell’s claim to integrate various concepts suggested for
evaluating political systems into a common list is laudable. Their concept of
political productivity is one of the few concepts that simultaneously incorp-
orates different types of performance. In our terms, their concept encom-
passes goal-oriented and general political performance, and while they define
goal-oriented performance as ‘policy performance’, they separate general
performance into ‘system performance’ and ‘process performance’.

The differentiation into levels of political goods marks an advance over
previous conceptualizations. First, the consistency of Pennock’s list of policy
goods is increased. Pennock had suggested four policy goods—security,
welfare, justice, and liberty—but Almond and Powell (1978) see justice as a
process good (‘procedural justice’) and removed the justice criterion from
Pennock’s list. Second, this move was connected with separating procedural
criteria into stability-oriented ‘system performance’ and procedurally-
oriented ‘process performance’, in turn giving stability-oriented performance
criteria an independent, special significance.’

Although Almond and Powell’s political productivity concept goes beyond
previous concepts, it is problematic with respect to both procedural and
substantive goals. In terms of the scheme for classifying performance criteria
suggested above (see Table 2.1), their list of procedural goals is inconsistent.
Almond and Powell wanted to develop evaluation criteria applicable to all
political systems, but in the case of ‘participation in political inputs’ (based
on Robert Dahl’s Polyarchy), we are evidently dealing with a performance
criterion that is restricted to democratic systems. In terms of concepts of
general performance dealing with procedural goals, on the other hand,
Almond and Powell’s process level goods remain deficient. Important criteria
such as ‘decisional efficacy’ (Eckstein 1971) or the efficient use of resources
(Weaver and Rockman 1993) are lacking.

The more relevant problems relate to the substantive goals. First, the list of
three policy goods—security, liberty, and welfare—is inconsistent. With
liberty, specified in part as negative liberty (freedom from regulation and
intrusion in private life), we evidently have a democratic criterion, as this
refers to a fundamental value of liberal democracy. Second, the remaining
goals of security and welfare are defined by listing specific goals (see Table
2.2) rather than presenting a general definition. This is particularly problem-
atic in the case of welfare, as comparative research on welfare states shows
that at the specific level, welfare state goals vary strongly over time and
between nations (Flora and Heidenheimer 1981; Esping-Andersen 1990).
Last, when one considers the current range of state responsibilities, the

3 Other authors have also assigned stability criteria particular status, as a precondition of
political action on the one hand and as the ultimate goal of political action on the other (Fuchs
1993; Lane and Ersson 1994).
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substantive goals specified appear quite time-bound. The policy goal of
protecting the environment that emerged in the mid-1960s, for example, is
absent (Roller 1991).

A Normative Model of Political Effectiveness

The two systemic policy goals of security and welfare are the starting point for
our normative model of political effectiveness. It is developed in four steps.
First, based on the critique of Almond and Powell’s productivity concept a list
of political effectiveness criteria is suggested. It includes international and
domestic security, wealth, socio-economic security and socio-economic equal-
ity, as well as environmental protection. Second, the derivation of and justi-
fication for these effectiveness criteria are specified. The third step addresses
the question whether outcomes such as security and environmental protection
that ‘only in part’ result from what political actors do, can be defined as
political performance. The fourth step discusses the question to what extent
one can interpret political effectiveness as a democratic criterion.

A list of systemic political effectiveness criteria

Almond and Powell’s list of policy goods was criticized for lacking precision
in defining their criteria, and for being inconsistent and incomplete. We
suggest a list of systemic criteria for political effectiveness to address these
lacunae. First, we specify the political goals of security and welfare Almond
and Powell (1978) suggested, and then augment their list with the new goal of
protecting the environment.

Almond et al. (2003) assign three features to the goal of security: safety of
person and property, public order, and national security (see Table 2.2). This
list completely encompasses all individual aspects of security. Yet the cat-
egories in other formulations are often combined differently, with ‘safety of
person and property’ and ‘public order’ as subcategories of the abstract goal
of domestic security (Powell 1966; Ritchie 1992; Kaufmann 1996). At a more
general level, the distinction is made between protecting goods of individuals
(e.g. person and property) and protecting collective and communal goods
(e.g. public order). Collective and communal goods in particular refer to a
constitutional or legal order. In the following, we use these differentiations of
domestic security. With respect to the ‘externally directed’ dimension of
security, when the protection of territorial integrity and political independ-
ence is at issue (Brockhaus 1993: 321), we speak of international security and
not of ‘national security’ as Almond et al. do (2003). The goals of inter-
national and domestic security are addressed in two different policy areas:
foreign policy and domestic security policy.

Almondetal. (2003)assign four aspects to welfare: growth per capita, quantity
and quality of health, welfare, and distributive equity (see Table 2.2).
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This specification evidently confines itself to the narrow sense of economic
welfare and not to the broad sense of welfare encompassing all areas of an
individual’s life, as the term is used in QOL (or social indicators) research.
Almond et al. also make the distinction between economic policy goals, such
as growth per capita, and social policy goals, such as health, welfare, and
distributive equity.

A comparison with the broad concept of welfare used by Flora, Alber, and
Kohl, shows Almond and Powell’s aspects to be particular examples of
welfare rather than a systematic, comprehensive notion. For this reason,
we follow Flora, Alber, and Kohl’s definition and assign general goals to
the economic policy and social policy dimensions of welfare. Thus, the
general goal of economic policy is ‘wealth’, and the general goal of social
policy is ‘socio-economic security and socio-economic equality’. While
wealth and security refer to the volume of economic goods and resources,
equality refers to the distribution of these goods and resources (Flora et al.
1977: 722).

Equality itself can mean equality of result or equality of opportunity,
where equality of result can range from securing a ‘national minimum’ to
‘redistribution or leveling’ (Flora et al. 1977: 722-3). Given this range of
meanings and the fact that equality is a core democratic value, to what extent
and in what form can this goal even be included in a list of systemic criteria of
effectiveness that is valid for all political systems? More radical notions of
equality, such as income equality, are parts of normatively more demanding
and at the same time more contentious models of democracy, such as that of
democratic socialism or the republican model (Pocock 1975; Fuchs and
Klingemann 2002).

Comparative research on welfare states concludes that all political systems
have in common that they develop at least a minimal welfare state. ‘“The
essence of the welfare state’, Wilensky (1975:1) writes, ‘is government-pro-
tected minimum standards of income, nutrition, health, housing, and educa-
tion, assured to every citizen as a political right, not as charity.” This national
minimum assurance is meant to prevent citizens from starving and dying.
Given the universality of this minimum welfare provision, we introduce the
assurance of a national minimum in the provision of economic goods as a
systemic criterion of effectiveness that can claim to be valid in all political
systems. Where we make reference to socio-economic equality, then it is this
securing of a national minimum that is meant.

Almond and Powell’s list of policy goods is incomplete because environ-
mental concerns have become an important part of political action since the
mid-1960s, and it has led to the institutionalization of a new policy area
(Vogel and Kun 1987; Hucke 1992; Jorgens 1996). The policy goal is the
‘creation, preservation, or improvement of parts of the natural environment
that are important for human existence and human dignity’ (Schmidt 1995:
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TABLE 2.3 A normative model of political effectiveness

Criteria of political effectiveness (political goals) Policy areas

International security Foreign policy

Domestic security Domestic security policy
Wealth Economic policy
Socio-economic security and socio-economic equality Social policy (welfare state)
Environmental protection Environmental policy

969). Under the rubric of environmental protection, this goal is included in
the list of political goals (Roller 1991).

Table 2.3 lists the five criteria of effectiveness associated with their respect-
ive policy areas. The goals of socio-economic security and socio-economic
equality that are related to social policy are not differentiated, since all
welfare state benefits have this dual character (Flora et al. 1977). The list,
when read from top to bottom, also reflects the historical sequence of the
expansion of governmental responsibilities, an aspect we will address later.

The effectiveness criteria each represent goals, defined positively, as well as
five hypotheses of the type ‘the more the political goal X is realized in a
nation, the higher the effectiveness of the nation’s democracy’ (see Fuchs
1998). With the exception of socio-economic equality, all goals refer to the
volume rather than the distribution of the respective goods. At a higher level,
all five criteria of effectiveness can be subsumed under the broader definition
of welfare employed in sociological research on the quality of life (or social
indicators research).

Derivation and justification of the effectiveness criteria

The starting point for deriving and justifying the effectiveness criteria is
Pennock’s definition of political goods. He notes that these involve a specific
category of political goals, namely those ‘that satisfy “needs”...human
needs whose fulfillment makes the polity valuable to man, and gives it its
justification’ (Pennock 1966: 420). Almond and Powell (1978: 394) are more
general: they speak of goals ‘that...are commonly sought by or expected of
political systems and that...are widely acknowledged as the legitimate
obligations of political systems.” One can derive three characteristics of
political effectiveness criteria from these definitions. First, these are political
goals, which is to say these goals guide what political actors do. Second, these
goals converge with the needs of citizens, and third, citizens demand the
government to attain these goals. Pennock’s list of political goods was based
on theories of political development that described the expanding of govern-
ment responsibilities over time. There is high consensus among theorists
regarding the historical sequence and scope of governmental tasks. Older
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theories refer to security and welfare (Merriam 1962; Rostow 1971; Rose
1976), while newer surveys (Grimm 1996) add environmental protection.
Based on such theories of political development one could derive political
goals, for whose realization the government or the political elite takes re-
sponsibility and whose realization then can legitimately be expected. But a
list of political goals derived in this fashion could only meet the first charac-
teristic, namely that such goals guide what political actors do. To what extent
the goals converge with citizen needs (second characteristic) or demands
(third characteristic) would still need to be established.

Almond and Powell (1978: 395-6) focused largely on the second charac-
teristic, needs satisfaction, and examined some of the classic studies of
human needs and values (Maslow 1938; Lasswell 1960; Sigmund 1971) to
establish whether the citizens’ needs and values suggested by Pennock’s
political goods concept were reflected there. They found high congruence.
One limitation, however, is that the empirical basis for drawing this conclu-
sion was rather narrow. The available studies of values were not comparative
empirical surveys of the kind that proliferated in the 1980s and 1990s. Today
it is possible to demonstrate both comparatively and systematically that
security, welfare, and environmental protection are among the goals most
highly prized by citizens (Roller 1995; Inglehart et al. 1998). The suggested
list of performance criteria thereby also fulfills the second characteristic of
political goods.

Neither Pennock nor Almond and Powell mention the third characteristic,
the extent to which citizens expect the government to be responsible for
achieving these goals. There may be a simple reason for this: a lack, during
the 1970s, of systematic, comparative survey data. But this situation has
recently changed. In the International Social Survey Program conducted in
1996, respondents have been asked for several goals whether they prefer
governmental responsibility or not. The data was gathered for twenty-three
older and newer democracies (Zentralarchiv fiir Empirische Sozialforschung
1999). Table 2.4 lists the percentage of respondents in fourteen western
democracies who favour governmental responsibility at least for the five
goals where a clear link can be made to our effectiveness criteria: industrial
growth and control of inflation (economic policy goals), health care and
redistribution (social policy goals), and environmental protection. No items
for domestic or international security were included in this survey, though
one can assume a consensus that the government is responsible for ensuring
such classic goals of the state.

The results of this comparative survey are ordered following the five
‘families of nations’ classification later used in the empirical part of our
study. On average, over 90 per cent of the respondents in these fourteen
countries preferred that the government should be responsible for health care
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TABLE 2.4. Citizen’s attitudes towards governmental responsibility (in %)“

Industrial Control of  Health Environmental
growth inflation care Redistribution protection
Australia 87 81 94 52 96
Canada 75 64 94 51 93
Great Britain 93 86 99 68 95
Ireland 94 92 99 78 98
New Zealand 85 74 97 47 97
USA 66 69 85 48 89
Denmark — — — — —
Finland — — — — —
Norway 80 90 99 73 94
Sweden 80 86 96 71 94
Austria 75 93 98 78 —
Belgium — — — — —
France 82 76 89 74 95
Germany” 64 71 97 62 96
Ttaly 80 93 99 75 97
The Netherlands — — — — —
Greece — — — — —
Portugal — — — — —
Spain 96 92 97 90 97
Switzerland — — — — —
Japan 75 96 90 65 94
Average 81 83 95 67 95

& Percentage of respondents agreeing that government definitely or probably should be responsible for
the respective task (other categories: government probably or definitely should not be responsible).
° West Germany.

Source: International Social Survey Programme 1996 (ISSP 1985 for Austria).

and environmental protection. A mean of over 80 per cent also favoured
governmental responsibility for the two economic policy goals. By compari-
son, the average of only 67 per cent favouring redistribution is relatively low,
and it is the only area where governmental responsibility is under 60 per cent
in four nations, and under 50 per cent in two of them (New Zealand and the
USA). This last finding can be regarded as empirical support for the hypoth-
esis suggested earlier that no general consensus exists in support of radical
concepts of equality. It also indirectly supports our definition of equality
based on a national minimum rather than on redistribution.

In conclusion, the five effectiveness criteria we derived earlier—inter-
national security, domestic security, wealth, socio-economic security and
socio-economic equality, as well as environmental protection—all possess
all three characteristics of a political good.
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Outcome accountability

The evaluation of political effectiveness is based on the outcomes of political
action, or in other words on the influence political actions have on the
environment of the political system, rather than on the outputs. Almond
and Powell (1978: 634) justify this distinction with the simple but no less
convincing assertion that ‘outputs are intended to produce political goods,
but the real test is in the outcome.’ Yet, though there are good arguments for
conceptualizing effectiveness this way, it is also the case that outcomes
cannot be directly controlled by political actors (Almond and Powell 1978:
397). If outcomes only partially can be ascribed to political actors, it raises
the legitimate question whether one can speak of political performance here
at all.

This problem is nearly universally recognized in evaluation studies, and
three different conclusions have been drawn from it. Eckstein (1971) provides
the most radical answer in asserting that precisely because one can only
control outcomes to a limited degree, one should not even attempt to analyse
it. Putnam’s suggestion (1993) is less radical, though it leads to the same
conclusion in the end. Unlike Eckstein, Putnam (1993: 65) makes political
effectiveness one of his key criteria of performance. Putnam wants to make
empirical assertions about Italian regions, the units of his study, and wants
be careful ‘not to give governments credit (or blame) for matters beyond their
control.” For this reason, his Index of Institutional Performance primarily
measures outputs rather than outcomes. For example, the number of day
care centres and local health unit expenditures, rather than, say, mortality
rates, is used to measure social policy performance.

In comparative welfare state research, outputs have long been used for
measuring the effects of social policies. The assumption was that expend-
itures were good proxies for assessing social policy outcomes in areas such as
health or poverty. In the meantime, many empirical studies have questioned
this ‘proxy-quality’ of output indicators or even refrain from using them at
all (Esping-Andersen 1990; Castles and McKinlay 1997). Accordingly, we
conclude that Putnam’s index is only justified as a measure of political
effectiveness if outputs are in fact good proxies for outcomes. If they are
not, as Putnam evidently correctly concludes, then outputs cannot be used as
such measures. Therefore, Putnam’s already classic Making Democracy
Work (1993) is actually not a study of performance but rather a policy output
study that looks primarily at the extent to which specific means (such as the
number of infrastructural facilities or the size of government expenditures)
are used in resolving problems. But both Eckstein and Putnam’s answers in
the end lead to abandoning any attempt to analyse political effectiveness.

Yet in comparative public policy research, outcome indicators are com-
monly used as dependent variables. In economic policy, growth, unemploy-
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ment, or inflation rates are used as a matter of course (Hibbs 1977; Alvarez et
al. 1991). Research on environmental policy has investigated outcomes, such
as air pollution through sulphur or nitrogen oxides emissions since the mid-
1990s (Ringquist 1995; Janicke et al. 1996a; Jahn 1998; Scruggs 1999).
Comparative welfare state research increasingly analyses outcome measures
of poverty and inequality and less often uses expenditure data (Huber et al.
1993; Korpi and Palme 1998). Some studies of the performance of political
systems even use outcome indicators (Schmidt 1998a; Lijphart 1999a;
Almond et al. 2003), though in some cases the self-evident use of outcome
indicators may simply reflect an inadequate recognition that there is an issue
here. Nevertheless, there are systematic arguments in favour of using out-
comes as measures of performance. In the following, the conditions are
elaborated that have to be present so that outcomes can be used as indicators
for political performance. These conditions are either implicitly accepted or
explicitly stated in the performance literature.

First, only those outcomes for which political actors have taken responsi-
bility can be interpreted as political performance measures. Information on
that can be found in theories of the historical development of governmental
responsibilities and in the policy-specific models for evaluating effectiveness
discussed later. In this context, responsibility does not mean that the gov-
ernment itself has to provide the benefits; in the language of public admin-
istration, the state only has a responsibility to guarantee, not to fulfill
(Hoffmann-Riem 1997). So health care, for example, does not have to be
provided by the government itself. Instead, the government can accept
responsibility for the health of the population by passing, framing laws and
regulations but can leave the actual provision of health care to independent
third parties. The acceptance of responsibility, however, does not imply that
actors do have full control over them. From this, authors like Eckstein or
Putnam draw the radical conclusion that one cannot use outcomes at all as
political performance indicators. But Lijphart (1999a: 261) concludes the
opposite: ‘the fact that governments are not in full control does not mean
that they have no control at all.” From this ‘partial’ control a second condi-
tion can be derived, one that is explicitly formulated by Lijphart and impli-
citly practised in comparative public policy. At the theoretical level, when
explaining outcomes, in addition to political factors, competing non-political
factors need to be taken into account as well. And to the extent that other
influences ‘are identifiable and measurable variables, they should be con-
trolled for in the statistical analyses’ (Lijphart 1999a: 262). In the case of
effectiveness, one such competing factor is certainly a nation’s level
of economic development, as achieving a whole range of policy goals often
depends on the available economic resources. These non-political
factors are identified in our model for explaining the performance of liberal
democracies.
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Keeping within these rules certainly does not eliminate all the possible
problems that result from an insufficient ability to control outcomes. But one
can assume that the associated problems are reduced as much as possible. No
alternative exists if one does not want to completely abandon the analysis of
political effectiveness.

Political effectiveness and democratic performance

Effectiveness addresses a specific criterion for evaluating liberal democracies.
It refers to the linkage between the needs and policy preferences of citizens on
the one hand and the behaviour, and effects of this behaviour, of political
actors on the other (Powell 1982: 10). This relationship also can be described
as output responsiveness, a democratic rather than a systemic performance
criterion (Fuchs 1998). Therefore, it is necessary to ask to what extent
political effectiveness should be seen as output responsiveness and thus be
interpreted as a democratic criterion.

At first glance, many quite disparate pieces of empirical evidence speak for
the notion that political effectiveness also encompasses aspects of output
responsiveness. We have indicated, based on survey results, that our sug-
gested criteria of effectiveness are of a kind not just important to citizens but
also what citizens expect of governments (see Table 2.4). Additionally, one of
the best substantiated findings in the research of voting behaviour is that the
assessment of political effectiveness is a key determinant of voting decisions.
In explanatory models, such factors are called valence issues (or policy
performance), and together with position issues (or policy positions) they
constitute the two subdimensions of political issues (Stokes 1963; Roller
1998). In other words, the political effectiveness we investigate—mediated
through the subjective perceptions and assessments by citizens—plays an
important role in choosing representatives. Finally, one of the empirically
established regularities in research on political support states that the assess-
ment of political effectiveness or performance is an important source of the
legitimacy of a democracy (Lipset 1981; Fuchs 1989). Political effectiveness
thus plays a decisive role for fundamental attitudes citizens develop towards
democracy.

According to these findings, political effectiveness reflects important pol-
icy preferences of citizens that have considerable consequences for the polit-
ical process. However, one cannot automatically conclude that a high level of
political effectiveness is the same as output responsiveness. Putnam (1993) at
least implicitly assumes this by treating effectiveness as the realization of
citizen demands through the behaviour of the political actors.

Two essential characteristics of responsiveness speak against such an
interpretation. Responsiveness first describes a direct linkage between citizen
preferences and government action, and second, since it is a democratic
criterion, it is characterized by an equal consideration of citizen demands in
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governmental action (Dahl 1989; Fuchs 1998). As our research design fo-
cuses on effectiveness, we cannot say anything about these two aspects of
responsiveness. Based only on independent empirical information about
citizen policy preferences, it can be merely assumed that political effective-
ness addresses such preferences. But no direct, substantive linkage is made
between citizen demands on the one hand and the behaviour and outcomes of
political actors on the other.

This statement carries that much more weight because one cannot simply
assume all goals can be equally readily realized. Conflicts or trade-offs
between goals imply that priorities need to be set, not just in what political
actors do, but also by citizens. Empirical studies of values show relative
stability in absolute preferences about basic political goals, but much greater
situation-specific variability in relative preferences (Rokeach 1973). Respon-
siveness thus cannot be investigated solely on the basis of empirical informa-
tion about absolute preferences. Empirical information about relative citizen
preferences would be necessary, and this information would have to be
directly connected to the behaviour of political actors as part of the research
design. In addition, all but one of our systemic effectiveness criteria (socio-
economic equality) relate to the size rather than the distribution of goods.
This means our analysis does not contain sufficient information about one of
the decisive criteria for a democracy: the equal consideration of citizen
demands in the behaviour of political actors.

In sum, given that the research design focuses on political effectiveness,
nothing can be asserted about democratic performance. A different
research design, and additional information, would be necessary for making
assertions about responsiveness.? Nevertheless, the political effectiveness we
investigate—mediated through citizen perceptions and assessments—has
far-reaching consequences for responsiveness and thus for the democratic
performance of liberal democracies.

AN EMPIRICAL-ANALYTIC CONCEPT
OF POLITICAL EFFECTIVENESS

Our normative model of political effectiveness included five general criteria.
Subsequent analysis is limited to the four domestic policy effectiveness
criteria of domestic security, wealth, socio-economic security and socio-
economic equality, as well as environmental protection. This list of abstract
goals is inadequate for an empirical analysis of political effectiveness. In-
stead, systematic relationships between the normative dimensions and

4 To date, few studies have investigated responsiveness in the sense of the direct linkage
between citizen demands and the behaviour of political elites (Stimson et al. 1995; Brettschneider
1995). These studies limit themselves to establishing the degree to which citizen demands and
elite behaviour are in congruence; the equal consideration of citizen demands is not investigated.



36 Model for Evaluating Effectiveness

empirical phenomena need to be established, with the aid of what I will call
an ‘empirical-analytic’ concept. Only with this can one ensure that individual
empirical indicators are not arbitrarily assigned to individual goals and then
inappropriate generalizations are made about the respective level of effect-
iveness.

Therefore, we proceed as follows: First, we develop models of effectiveness
specific to the four domestic policy areas, their goals differentiated ‘verti-
cally’ into individual components. These components are then assigned
indicators. Starting points for these models are lists of goals specifying the
desired state for each policy area (Tuchtfeldt 1982: 182). The German ‘magic
square of economic policy’ provides a catalogue of this kind by disaggregat-
ing wealth as a general goal of economic policy into its component parts (full
employment, price stability, steady and adequate economic growth, and
equilibrium in the balance of payments) and then assigning indicators to
each component. In principle, such lists of goals could be specified for the
other three policy areas, except that there is less explicit consensus and more
imprecision over what they might be, as well as an absence of indicators, than
is the case for economic policy.

Second, the ‘horizontal’ relationships between the four different effective-
ness criteria are defined based on corresponding propositions. Though the
conflict or compatibility between different goals is one of the basic problems
in political decision-making, and though it is also at the centre of many
contemporary crisis theories, whether of ungovernability, legitimation, or
globalization, no independent political science research tradition has yet
developed to address such goal relationships. At best, individual aspects
have been analysed, if in widely separated contexts, but no comprehensive
theoretical discussion or even systematic survey exists.

For that reason, following the discussion of lists of goals, we turn next to
goal conflicts and examine the most important propositions thus far offered:
the assumed trade-off between economic policy and social policy, and the
assumed trade-off between economic policy and environmental policy. The
compatibility of multiple conflicting goals is discussed with reference to
concepts of economic growth and of sustainability, and the propositions
are then summarized in a ‘typology of political effectiveness’. The discussion
concludes with a suggestion for a ‘general political effectiveness’ concept, as
well as a global index to measure it.

Policy-specific Models for Evaluating Effectiveness

The models suggested in what follows differ from the lists of goals on which
they are based in two respects. Conceptually, only those goals are selected
that have the character of political goods for individuals. Components lack-
ing this character, such as the balance of payments equilibrium in economic
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policy, are not considered. Empirically, the discussion focuses on those
indicators for which comparative data from 1974 to 1995 is available for
the twenty-one western democracies examined.

Domestic security policy

Domestic security, together with international security, counts as one of the
classic tasks of the state. But it is rarely examined in public policy research,
either on a national or comparative level.

The goal of domestic security has two components: the ‘protection of life
and property’, and the ‘protection of public order’ (Powell 1966; Ritchie
1992; Kaufmann 1996). The few political science studies of domestic security
focus on the second component, doubtless because threats to it go hand in
hand with political conflict, and political violence threatens the stability of
the political order (Gurr 1980; Gurr and Lichbach 1986). Due to its imme-
diate political significance, this component also plays an important role in
studies of political performance. Eckstein (1971) counts ‘civil order’ among
the four most important performance criteria,” and it has been investigated in
many empirical studies of performance (Gurr and McClelland 1971; Powell
1982; Lijphart 19994). The two indicators ‘riots’ and ‘deaths from domestic
political violence’ are usually employed as measures of the ‘protection of
public order’, with the data drawn from Taylor and Jodice’s influential
World Handbook of Political and Social Indicators (1983).

The ‘protection of life and property’, whose object is crime prevention, is by
contrast very rarely addressed in political science research. Crime has trad-
itionally been more an object of sociological research, as well as, of course, the
primary focus of the separate discipline of criminology. When comparative
public policy research turns to it, then it is to examine the activities and
functions of the police or judiciary system (Ritchie 1992) rather than the
criminal offences that could be seen as measures of effectiveness. The few
comparative studies political scientists have conducted of crime focus on
violent offences like murder and robbery (Gurr 1979), which is understand-
able given the state’s monopoly of coercive power. It is neither compelling nor
entirely appropriate to limit domestic security to only these violent offences,
however, as this policy has as its goal in the end to prevent and punish any and
all illegal acts. The ‘protection of life and property’ is concerned with pre-
venting violent offences like murder, manslaughter, and sexual assaults, but
also with preventing property crimes like theft and burglary.®

5 On the other hand, Eckstein (1971: 20) does not regard the protection of public order as a
substantive political goal but rather as general political performance that promotes the achieve-
ment of specific goals (see Table 2.1).

S The literature on crime distinguishes between crime against persons and crime against
property, as well as between violent and property crimes. These distinctions are apparently
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TABLE 2.5 A model for evaluating domestic security policy effectiveness

Goal Domestic security
Components Protection of life and property Protection of public order
Indicators (a) Violent crime Riots, deaths from domestic
(murder/manslaughter, political violence
robbery)

(b) Property crime (burglary)

Table 2.5 illustrates the two components of the domestic security policy
model, with their indicators, but it is unfortunately not possible to empiric-
ally investigate the full range of this policy due to massive data limitations.
We must do entirely without an analysis of the ‘protection of public order’
component because the available comparative data series on riots and polit-
ical deaths end in 1982 (Taylor and Jodice 1983). In principle, data for the
first component of ‘protection of life and property’ should be better. But
there are substantial problems here as well due to difficulties in comparing
criminal offences between countries.

The most comprehensive, longitudinal, comparative data series on the
frequency of criminal offences is provided by police statistics, as they have
been gathered since 1950 by the International Criminal Police Organization
(Interpol 1977). The basic problem with this type of data is that it only
contains those offences reported to the police. The frequency of reporting
varies with the severity of the offence, with nation-specific police practices,
and for property crimes, with how widespread theft insurance policies are
(Gurr 1977, 1989; Bennett and Lynch 1990; Lynch 1995). In addition, data
comparability is limited by differing national legal definitions of crime
(Kalish 1988). The only way to minimize data problems in comparative
empirical analyses is to restrict oneself to offences where comparability is
greatest with respect to the legal definitions of the offence, and where the
frequency of reporting is the highest (Gurr 1977, 1979; Kalish 1988; Lynch
1995). To judge by expert consensus, these conditions are only met for three
offences: murder and manslaughter, robbery, and burglary.

In the case of murder and manslaughter, which are different forms of
unlawful killing, we are dealing with the most serious criminal act, and for
just this reason, also ‘the most accurately recorded violent crime’ (Gurr 1989:
23; Huang and Wellford 1989; Bennett and Lynch 1990). Burglary, on the
other hand, is the most serious property crime because it combines robbery

functionally equivalent, as the same criminal offences are listed under the categories of personal
offences and violent offences. In the following, the term violent offences (more precisely:
interpersonal violent offences) is used rather than personal offences, in order to more clearly
mark the greater degree of severity of these offences.
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with violent entry (Gurr 1977). Robbery is defined as a particular form of
theft, as the taking of property from a person accompanied by force or threat
of force (Kalish 1988: 5). Robbery is thus both a property crime and a violent
offence. This dual character is responsible for the fact that it is accounted
differently sometimes as an offence against property (as in Gurr 1977) but
more often as a crime of violence (as in Kalish 1988 or Gurr 1989).

We also classify robbery as violent crime, and this classification is justified
as well for empirical reasons. A dimensional analysis of all three indicators of
criminal offences in our twenty-one nations (not shown here) revealed that
robbery and murder/manslaughter all loaded onto one factor, but that
burglary constituted a separate factor. Validation also comes from compara-
tive victimization studies in which representative samples of citizens were
interviewed about their crime experiences (Dijk et al. 1990; Kesteren et al.
2000). Comparison of crime frequency as based on police statistics and as
reported in victimization surveys shows agreement between the two data
sources to be the highest for these three offences (Lynch 1995).”

Effectiveness in domestic security policy will therefore be based on these
three indicators—murder/manslaughter and robbery for violent crime, and
burglary for property crime—even though what is empirically possible limps
far behind what is theoretically desirable (see Table 2.5). Based on the
available data it is only possible to make assertions about a single component
of domestic security, the ‘protection of life and property’, and even in this
category, only for serious criminal offences. These are severe limitations. On
the other hand, they may weigh somewhat less heavily when one considers
that domestic security is very seldom investigated in comparative public
policy research or in comparative research on democracy. The ‘protection
of life and property’ is also at the centre of current discussions of the
consequences of globalization, for predictions of social disintegration at
heart refer exactly to these kinds of violent and illegal acts (Fuchs 1999).
Finally, based on victimization surveys, one can assert that the criminal
offences examined here are also the ones citizens regard as the gravest
(Dijk and Kesteren 1996).

Economic policy

There is considerable agreement between authors, and national governments,
over the list of economic policy goals (Kirschen et al. 1964; Hibbs
1977; Tuchtfeldt 1982; Streit 2000). Still, this agreement is primarily about

7 Lynch (1995: 19-20) does not include robbery in his comparative analysis, arguing that
because weapons are more often involved in the USA than in other nations in committing this
crime, this offence is not directly comparable. However, for comparative purposes, the manner in
which the offence is committed is less relevant than how similar the legal definition and frequency
of reporting is. Both can be assumed here (Gurr 1977, 1979; Kalish 1988).
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the general goals of economic policy and less about political goods for
individuals.

The list of economic policy goals can be differentiated by whether they are
formulated with respect to structural or procedural policies (Tuchtfeldt 1982:
179). Structural policy refers among other things to providing an infrastruc-
ture for energy, transportation, or communication. It certainly matters to
citizens how extensive the transportation or communications network is, as
measured by kilometres of roads or number of telephones per household, but
these are not political goods in the sense used here. Rather, this is a matter of
making certain means available to meet needs, and one can determine the
degree to which the need has been met only by how much the infrastructure is
actually used. Structural policy goals are therefore not included in the model
of economic policy effectiveness.

The heart of procedural policy is the political control of the macroecon-
omy. A large consensus exists in Germany, for example, about the import-
ance of the four goals of the ‘magic square of economic policy’. Three goals
are part of the ‘short-term stability propositions’ that make up German
economic stabilization policy, namely full employment, price stability, and
balance of payments equilibrium (Tuchtfeldt 1982: 190; Gabler 1997). Of
these, the last has no direct influence on citizen wealth, though full employ-
ment and price stability do have the character of political goods. Full
employment relates to the extent of involuntary unemployment, and price
stability to the range of goods citizens can acquire with the financial re-
sources available to them. Price stability is usually measured by the inflation
rate, and full employment by the unemployment rate.® These two indicators
are central to comparative public policy research (see Hibbs 1977; Scharpf
1991; Schmidt 1998b), and have been combined into a summary index of
economic problems, significantly dubbed the misery index, as it captures the
economic distress citizens may find themselves in.

The fourth goal of economic policy, steady and adequate economic
growth, has to do with increasing total national income or product, usually
measured as the sum of the monetary value of all goods and services pro-
duced in a given period (minus advance payments) (Gabler 1997).° Since we
focus here on analysing national performance, only the domestic production
of economic goods is of interest. While it is true that changes in national

8 In addition, it is increasingly common to use the employment rate instead of (Scharpf 1997;
Heinze et al. 1999) or in addition to (Schmidt 1998b; Kohl 1999) the unemployment rate, though
the employment rate has an inherent normative bias. Nations like Germany with comparatively
low female employment rates thereby a priori show worse economic performance if the measure
is employment.

® The just distribution of income and wealth is often mentioned as an additional goal of
economic policy (see Streit 2000), but the consensus over it as an economic goal is weak; it is
more often seen as a goal of social policy.
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product primarily measure the performance of a national economy, the size
of that product has a direct effect on citizens’ lives. This is particularly
evident if one remembers that national product measures two things at
once: the monetary value of the end products produced and the total income
of the national economy—including wages, income, interest, rents, and
profits—that represent the production costs of these end products (Samuel-
son and Nordhaus 1995). An increase of national product per capita there-
fore represents both an improvement in the provision of goods and an
increase in income. National products are thus interpreted as a measure of
national income, though the question here is whether it also can be inter-
preted as a political good. National product refers primarily to money, either
in terms of the monetary value of goods or the sum of incomes. This implies
that in the end it is also a means, though unlike infrastructure, it is a means of
a particular kind as it is universally fungible and can satisfy many needs.
Owing to this unique quality, it seems justified to regard national product as
a political good and include it in the model for evaluating economic policy
effectiveness. However, because the degree to which a need is satisfied, or the
level of wealth, is at issue in evaluating effectiveness, it will be included in the
list of goals as an absolute (level of GDP per capita) rather than as a measure
of change (economic growth).

Table 2.6 summarizes these considerations in a model of economic policy
effectiveness, though it is clear that the three components do not have equal
weight. National income is generally regarded as the most important com-
ponent, among other reasons because it is often treated as a synonym for
wealth. One should more properly distinguish between a broader and a
narrower meaning of the term, though, such that wealth broadly understood
is the goal of economic policy, while a narrower sense of ‘wealth’ is identical
with the national income, or could be called the level of wealth with respect to
income.

The national income plays a particular role for a different reason. On the
one hand, it is a dimension of performance, but it also reflects the range of
financial resources that are available for realizing other policy goals, such as
ensuring social security or environmental protection. We will return to this
dual meaning, as an independent criterion of performance as well as the key

TABLE 2.6 A model for evaluating economic policy effectiveness

Goal Wealth
Components National income (‘wealth’) Full employment Price stability
Indicators Gross domestic product Unemployment rate Inflation rate

per capita
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determinant for realizing other criteria of performance, later in the model for
explaining the performance of liberal democracies.

Social policy

Because improving the lives of individuals is the primary goal of social
policy, the goals here are a priori political goods, unlike the goals of eco-
nomic policy. The list of social policy goals varies somewhat with respect to
the actual number of components, but there seems to be a consensus that
health, housing, education, and income are among the most important
(Wilensky 1975; Alber 1988; Roller 1992; Zimmermann 1998). When authors
suggest additional components, then they do it either because they are
thinking of nation-specific aspects of welfare systems or because their
broader definition of social policy includes traditional goals of economic
policy. Thus, Wilensky (1975: 1) includes nutrition because food stamps form
one part the welfare subsidies in the USA; Zimmermann (1998) includes
work as a component of social policy. We will not take the latter path,
because only a few types of welfare state regimes, such as the social demo-
cratic or communist regime type, see employment policy as a part of social
policy (Esping-Andersen 1990; Roller 2000). We restrict ourselves to those
spheres of life where government obligates itself to provide a specified
amount of goods and services to individuals.

Because there is an overlap with the model of economic policy effectiveness
in defining income as a policy component, more specification is needed. The
relevant conceptual distinction is between the volume of goods and their
distribution, for if the primary goal of economic policy is to increase the size
of the national income, then for social policy it is to equalize income. As noted
in the discussion of the normative model, general consensus exists that social
policy is meant to ensure a national minimum provision with goods, or in other
words, to avoid poverty. Seen this way, the portion of persons living in poverty
in a society suggests itself as an indicator for measuring this income dimension.

The best comparative data on the poverty rate were gathered as part of the
LIS (Smeeding et al. 1990; Forster 1994; Burniaux et al. 1998a). They are
based on micro data for households. But substantial gaps exist in the data
series, with some entire countries as well as individual time points missing.
Nevertheless, as poverty is the only performance dimension that refers to the
distribution of political goods, and because it is accorded key importance in
lists of social policy goals (Uusitalo 1985; Castles and Mitchell 1992; Korpi
and Palme 1998), we have decided to use the available data and replace
missing values using appropriate techniques.

The effectiveness of social policy with respect to the health component is
frequently measured by infant mortality and mean life expectancy. Long
comparative data series exist for both, but they differ in the extent to which
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TABLE 2.7. A model for evaluating social policy effectiveness

Goal Socioeconomic security and socioeconomic equality

Components Health Housing Education Income
distribution
(national
minimum)

Indicators Infant Housing space Degrees Poverty

mortality and housing obtained rate
amenities

they can be influenced by political measures. Social policy measures such as
regular prenatal care, can directly affect infant mortality, while life expect-
ancy is affected not just by policies but also by non-political factors such as
nutritional habits or the consumption of alcohol and tobacco. In addition,
only marginal differences in mean life expectancy exist among the group of
developed industrial countries studied here. In the empirical analysis, there-
fore, the social policy component of health is measured only by infant
mortality.

Ordinarily, housing space (average number of rooms) and housing amen-
ities (a bath or shower, an indoor flush toilet) are used as measures of social
policy effectiveness in housing (Eurostat 1997; Zimmermann 1998). For the
nations and time period investigated here, however, no comparative housing
data is available. The data situation for education is equally unsatisfactory.
What are needed are outcome indicators for knowledge gained and for the
educational qualifications of the citizenry. In the comparative research on
education, these dimensions are usually measured by literacy rate and edu-
cational attainment (UNESCO; OECD 1998a). Because literacy is a matter
of elementary skills, there are few differences in this rate among the nations
we examine (UNDP 1990). In the case of educational attainment, measured
as the proportion of the adult population that has completed various levels of
education, the OECD series Education at a Glance has only systematically
gathered data since 1989 (OECD 1992, 19984).!° So of the four components
in the model for evaluating social policy effectiveness shown in Table 2.7,
only two—health and income distribution—can be empirically investigated.
Many scholars place considerable importance on education, and it is unfor-
tunate to not have the data to be able to include an education measure in the

19 School enrollment data is often used as a substitute for educational attainment, as it gives
the proportion of a particular age group attending a school at a particular level of education. But
the major problem is that this data encompasses ‘flows’ rather than ‘stocks’. It leaves open how
many of those who are attending a particular type of school in fact complete the relevant level of
education (Barro and Lee 1993).



44 Model for Evaluating Effectiveness

analysis. Some American social scientists have argued that the equal oppor-
tunity provided in the American educational system is the functional equiva-
lent of redistribution in Europe (Heidenheimer 1981; Lipset 1996). Still, at
least poverty, an essential distributional aspect of social policy, can be
empirically investigated.

Environmental policy

The OECD (1994, 1997) has developed a list of goals for environmental
policy, though one cannot assume much consensus about its contents. Most
comparative studies of environmental policy are qualitative case studies that
investigate particular environmental policies such as clean air policy (Vogel
and Kun 1987; Kern and Bratzel 1996). In the few studies that compare a
broad spectrum of environmental policies (Jdnicke et al. 1996a; Jahn 1998;
Scruggs 1999), indicator selection is not guided by explicitly formulated
theoretical concepts. Accordingly, indices of ‘environmental performance’
(Jahn 1998: 111-13) or ‘environmental outcomes’ (Scruggs 1999: 11) mix
indicators of environmental pressures, such as emissions of harmful sub-
stances into the air, together with indicators of environmental policy meas-
ures, such as recycling rates for glass or the population served by waste water
treatment plants. It is certainly no coincidence that one of the few conceptu-
ally based comparative studies (Ricken 1995) employs a model of environ-
mental policy effectiveness that is compatible with the OECD’s list of goals.

The OECD’s ‘pressure—state—response’ framework is the basis for the
indicators used in its Environmental Data Compendium. It distinguishes
between three types of environmental indicators: indicators of environmental
pressures which ‘describe pressures from human activities exerting on the
environment’ (OECD 1994: 10), indicators of environmental quality and of
the quality and quantity of natural resources (‘state’), and indicators of
societal responses or political measures (‘response’). Following this model,
the general goal of environmental protection can be divided into two com-
ponents: ‘protecting environmental quality’ and ‘protecting the quality and
quantity of natural resources’. Environmental quality can be protected by
reducing the pressures on the environment, for example, by reducing man-
made sulphur oxides emissions. The quality and quantity of natural re-
sources can be protected by reducing the consumption (or exploitation) of
natural resources like water. In the OECD’s terminology, the former meas-
ures are called ‘sink-oriented’, the latter ‘source-oriented’ (1994: 12).

The effectiveness of these two activities can be seen by measuring the ‘state
of the environment and of natural resources’ (OECD 1994: 11) in a given
time and place, such as by finding the concentration of pollutants like
sulphur oxides in the air. But the basic problem for comparative research is
that the condition of the water, air, soil, or other natural environments are
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influenced to a considerable degree by entirely non-political factors such as
the climatic conditions or the geographical location of a country. For that
reason, the effectiveness of a national environmental policy cannot be estab-
lished solely by the quality of environmental conditions themselves, in other
words through the outcomes. Instead, it is the level and development of
anthropogenic intervention in the environment that is at stake (OECD
1994: 10, Ringquist 1995: 306; Janicke et al. 1996a: 41). Thus, in the case of
clean air policy, it is not the existing concentration of air pollutants (immis-
sion) but the volume of pollutants emitted into the air by firms and citizens
(emission) that is measured.

The decisive question, however, is whether this decision not measuring the
quality of the environment violates our analytic and conceptual stricture
against using output measures. Put differently, must we analyse outputs
rather than outcomes in environmental policy? The answer is no, as anthro-
pogenic interventions are conceptually located between outputs and out-
comes. The OECD calls this intervention dimension ‘pressures on the
environment caused by human activities’ (1994: 9), while in comparative
research on environmental policy it is called impact and refers to the behav-
iour of the addressees of a political measure (Weidner and Knoepfel 1983:
222). Thus, it is not the actual quality of the environment that is measured
but the behaviour of firms and individuals that directly influences environ-
mental quality. Clearly such impacts are not an end product, even though the
behaviour of the addressees of a policy does constitute a central subdimen-
sion of the effectiveness of this (environmental) policy.

The advantage of impacts is that they can be directly controlled by political
actors and are thereby relatively clearly interpretable as political perform-
ance. The disadvantage is that these indicators largely measure flows rather
than stocks. Janicke et al. (1996a: 131) draw attention to the problem of
waxing stocks despite waning flows. Though fewer pollutants may be flowing
today into groundwater or into the soil (decreased flow), the growing con-
centration of pollutants (increased stock) means the environment continues
to degrade over the longer term.

Table 2.8 summarizes the foregoing discussion and complements the
model by listing six indicators. The selection of the indicators is determined
by the availability of appropriate data for our countries and time period."!
The first component ‘protecting environmental quality’ can be measured by
five indicators (sulphur oxides, nitrogen oxides, and carbon dioxide emis-
sions, municipal waste production, fertilizer use) with the first three aiming at
air pollution. For measuring the second component only one indicator is

' All six indicators are classified by the OECD (1994: 14-15) as measures of environmental
pressure. The OECD also uses more general indicators of pressure placed on the environment,
such as population growth or energy consumption. We will not use them as their connection to
environmental policy measures is only indirect.
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TABLE 2.8. A model for evaluating environmental policy effectiveness

Goal Environmental protection

Components Protecting environmental quality Protecting the quality and
quantity of natural resources

Indicators Sulphur oxides, nitrogen oxides, Water consumption

and carbon dioxide emissions,
municipal waste production, fertilizer use

available (water consumption). These indicators only reflect some pressures
on the environment. Water pollution measures or indicators for other harm-
ful substances in the air, for example, are entirely missing (for more on this
issue, see OECD 1997). The fact, that air pollution indicators are overrepre-
sented reflects both how relatively easy it is to measure air pollution, and that
clean air programmes were among the first environmental policies to be
implemented (Knoepfel and Weidner 1985). The limited set of indicators
can be seen as an implicit advantage; however, since it indirectly ensures that
we analyse only those environmental conditions for which governments have
explicitly taken a responsibility to improve.

In sum, we have presented models for evaluating effectiveness in each of the
four domestic policy areas we are investigating, and have specified appropri-
ate indicators to measure them. A compilation of these models covering
altogether fourteen performance indicators can be found in the form of a
tree diagram (see Figure 2.3). More detailed specification of the indicators and
their data sources can be found at the beginning of Chapter 4 (see Table 4.1).

Propositions about the Relationship between Policy Goals

After differentiating the normative criteria or policy goals ‘vertically’ into its
components and their corresponding indicators, the ‘horizontal’ relationship
between different policy goals is addressed in the second step. The question
of relationship is important because one cannot assume that all policy goals,
expressing desired goals of political action, can be realized simultaneously. In
fact, policy goals may be in conflict or be compatible. The most important
propositions on the relationship between policy goals are discussed later.
This discussion provides the basis for our theoretical typology of political
effectiveness developed in the next section.

Goal conlflicts or trade-offs'? between goals are an integral part of any
decision, especially political decisions. For that reason goal conflicts as well

12 “Trade-off” has two meanings: a conflictual relation between two goals where one goal can
only be attained at the cost of the other, and a balancing of goals all of which are not attainable at the
same time (Webster’s Dictionary). Trade-off is used here as a synonym for the term ‘goal conflict’.
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as propositions of compatibility between conflicting goals are often discussed
in political science contexts. The most general, and thus basic, conflict in
democracies is between representation and governance (Berelson et al. 1954:
ch. 14; Almond and Verba 1963: 476; Lijphart 1984, 1999a; Shepsle 1988).
The essence of democracy as a form of government is that the interests of all
citizens are taken into account equally in the political decision-making
process. At the same time, like all political systems, democracies must also
be able to act and make decisions. According to decision-making theories,
one cannot maximize both goals at the same time: inclusive representation
can only come at the cost of effective governing, and vice versa (Buchanan
and Tullock 1962; Sartori 1987). But this ‘great legislative trade-off” (Shepsle
1988) is not investigated here. Our concern is the relationship between
various policy goals, or put differently, trade-offs within the dimension of
governing.

While this distinguishes general trade-offs from the trade-offs that are of
interest here, a second differentiation is needed from trade-offs existing
within policy areas. One of the best known is the conflict between the
economic policy goals of full employment and price stability, often discussed
in terms of a downward sloping Phillips curve that plots unemployment
against inflation (Phillips 1958; Samuelson and Nordhaus 1995). This rela-
tionship seemed to indicate that, at least during particular time periods,
governments could ‘buy’ low unemployment only at the cost of high infla-
tion, and vice versa. Yet as we are interested in the overall performance of
democracies, it is not the conflicts within a policy area but rather the conflicts
between policy areas that interest us.

There are two key propositions about conflicting goals and two about goal
compatibility. The economy is at the centre of both conflict theories, since
they assert a trade-off between the goals of economic policy and social policy,
as well as between the goals of economic policy and environmental policy.
Such a view of conflict or contrast is enhanced by the fundamental import-
ance economic thought places on trade-offs. “Tradeoffs are the central study
of the economist’, Arthur Okun (1975: 1) writes, and ‘ “you can’t have your
cake and eat it too” is a good candidate for the fundamental theorem of
economic analysis.’

The most well-known and influential propositions on the compatibility of
policy goals are the concept of economic growth and the concept of sustain-
ability. The concept of economic growth can serve to make economic policy
compatible with social policy, while the concept of sustainability integrates
economic, social, and environmental goals. Sustainability is a serious at-
tempt to balance the two most important goal conflicts at the same time.

Figure 2.1 contains a graphic depiction of the four propositions. It shows
that there is no separate theory of conflict as yet for domestic security goals.
If discussed at all, then it is with reference to the first conflict proposition on
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FIGURE 2.1. Propositions about goal conflict and goal compatibility

economic policy and social policy. It is often asserted that a one-sided pursuit
of economic goals, particularly economic growth, without a simultaneous
attempt to realize social policy goals, such as a guaranteed minimum income,
will lead to an increase in crime (Gurr 1989; Lynch 1995: 24). Thus the
conflict between economic policy and domestic security policy is incorpor-
ated in the proposition about the conflict between economic policy and social
policy. The situation is similar with respect to the compatibility propositions.
Domestic security has neither a central nor an independent status in the
framework of these theories. It stands outside both of the concepts of growth
and sustainability, and if it is mentioned at all, then in connection with social
policy.

The two trade-off and two compatibility propositions are discussed in
detail below. The discussion is limited to those characteristics most necessary
for empirically analysing relations between individual effectiveness criteria,
and those needed for constructing and analysing the types of political effect-
iveness. A scheme of goal relationships drawn from economics will be used in
this discussion. It aids in differentiating between logical and empirical (or
technological) goal relationships (Johr and Singer 1955; Gabler 1997; Streit
2000). Three logical types of goal relationship can be distinguished: (a) goal
identity, (b) goal incompatibility (where the pursuit of one goal negates the
attaining of another goal), and (c¢) goal compatibility (which is the precon-
dition that multiple goals can be pursued simultaneously). Empirical goal
relationships come about ‘when instruments for reaching a goal are
employed, and the side effects that results from them influence the attaining
of other goals’ (Gabler 1997). Three different forms of goal relationships can
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exist empirically: (¢) complementarity (or harmony), in which the side effects
support attaining other goals; (b) conflict (or competition), in which the side
effects hinder pursuing other goals; and (¢) neutrality (independence), in
which the side effects leave the pursuit of other goals unchanged.

The relationship between goal A and goal B depicted in Figure 2.2'* shows
that complementary (a) and conflicting (b) goal relationships can take quite
different forms—here both linear and curved—in practice. The curvilinear
course of the conflictual relationship is particularly interesting, since conflict
only begins at a relatively high level of goal A. Beyond a certain level of A,
realizing both goals is actually incompatible (at the intersection with the x-
axis). In addition to neutral relationships (c), an oft-discussed and more
complex goal relationship (d) is also included. In (d), the relationship be-
tween the two goals changes depending upon the realization of goal A. At a
low level of A, the goals support each other; at a high level of A, the
relationship becomes conflictual. It is of course also possible to posit the
opposite curvilinear relationship: first conflict and then complementarity.

The conflict between economic policy and social policy

The discussion of the first conflict proposition covers four parts. First, the
conflict between economic policy and social policy has been used thus far as a
shorthand for more specific goals that are presumed to be in conflict. There-
fore, the theory will be defined more precisely with respect to these more
specific goals. Second, with reference to the scheme of goal relationships (see
Figure 2.2) we will then outline the various hypotheses on the relationship
between these conflicting goals. Third, the relationship between the conflict
theory and the Kuznets curve will be discussed because a dissent exists
whether the Kuznets curve (Kuznets 1955, 1966), depicting the connection
between economic development and income equality, is part of the conflict
theory (Lindert and Williamson 1985: 342) or not. And finally, we will briefly

13 This graphic form of representing goal relationships follows Kenworthy (1995: 42).
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examine how the conflict proposition between economic policy and social
policy is studied empirically.

First, the conflict between economic policy and social policy can be stated
more precisely with the well-known formulation that comes in the title of
Arthur Okun’s book Equality and Efficiency: The Big Tradeoff (1975). In his
view it is ‘our biggest socioeconomic tradeoff’ (Okun 1975: 2), as it pits the
economic goal of efficiency against the political goal of equality. Put this
way, it is clear that not every social policy goal hinders economic efficiency,
but only those goals with respect to income distribution. Other components
of social policy, such as health and education, tend to be seen as human
capital investments that aid in the realization of economic goals rather than
hindering them (Zimmermann 1996: 21). For that reason, at least in Ger-
many, one speaks of the welfare state as a factor of production.

Okun’s (1975: 2) definition of efficiency—°getting the most out of a given
input’—is rather broad, but in the macroeconomic literature it is equated
with economic growth. ‘Efficiency implies that more is better’ (Okun 1975: 2)
and that can be best seen in the growth of the national product (Zimmer-
mann 1996: 31). The conflict is then generally interpreted as one between
economic growth and income equality, or between ‘growth and distribution’
(Zimmermann 1996).

Yet in the political science literature, economic efficiency is being defined
more frequently and in part explicitly to expand upon its usage in this
narrow, growth-oriented sense (Lindert and Williamson 1985: 343; Ken-
worthy 1995: 42), to include other economic goals such as full employment,
price stability, investment, labour productivity, and trade balance (Ken-
worthy 1995: ch. 3). This broader understanding is also reflected in assertions
of conflict between the goals of social policy and those of employment
(Scharpf 1997, 1999; Abrams 1999; Schmidt 20005) or between the goals of
social policy and of national economic competitiveness (Garrett 1998).

In applying narrow and broader efficiency definitions to the policy-specific
models for evaluating economic policy and social policy (see Tables 2.6 and
2.7), one can formulate two different propositions about conflict. One is
comprehensive, and asserts conflict between the economic goal of wealth
and the social policy component of income distribution. That is, increasing
income equality will hinder realizing all three goals of economic policy—high
national income, full employment, and price stability. The other is a limited
proposition that only asserts a conflict between high national income and
income distribution.

Second, the discussion of the connection between efficiency and equality is
shaped by two contradictory hypotheses. One of these is a trade-off Hayek
(1960) and Friedman (1962) argued for, also called the economic liberal
hypothesis in the literature. This position based on neoclassical economics
emphasizes the negative side effects of economic redistribution. The assump-
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tion is that reducing socio-economic differences will dampen or eliminate
incentives to work that are necessary for increasing work efficiency. More-
over, higher taxes and social welfare contributions needed for redistribution
will draw money away from saving and investing (Okun 1975; Kenworthy
1995: 38).'* The other can be called the social-democratic hypothesis.'> Here
there is not a negation of the structural tension that exists between economic
redistribution and economic efficiency; the emphasis instead is on the posi-
tive side effects socio-economic redistribution measures have on economic
efficiency. These include, among other aspects, the stabilization of demand
within low-income groups, the promotion of human capital, and greater
motivation and cooperation at the workplace (Korpi 1985: 100; Kenworthy
1995: 4, 38). Positive side effects are assumed to outweigh the negative, with a
complementary relationship existing between efficiency and equality such
that increasing income equality helps promote economic efficiency. Korpi
(1985) describes these two hypotheses with aqueous imagery: economic
liberals see the welfare state as a ‘leaky bucket’ while social democrats see
it as an ‘irrigation system’. The ‘leaky bucket’ image is originally from Okun
(1975: 91 et seq.) and symbolizes losses in economic efficiency; the ‘irrigation
system’ symbolizes gains to economic efficiency with the aid of the welfare
state.

There are also two less radical if less well known hypotheses, perhaps
because they generally appear in empirical studies. The first, that we call
the moderate economic liberal hypothesis, argues that socio-economic redis-
tribution measures have both negative and positive side effects on economic
efficiency, but that the negative predominates. Efficiency and equality are
thereby still in conflict, but it is less harmful than in the pure economic liberal
hypothesis (Kenworthy 1995: 39). More technically, the slope of the curve is
flatter. The second, independence hypothesis, argues that there is a neutral
relationship between efficiency and equality (Korpi 1985; Castles and
Dowrick 1990).

The economic, and to some extent the political science literature often sees
the relationship between efficiency and equality as an unalterable, almost
elemental, association. This is a short-sighted view. Obviously, certain tech-
nical instruments are used to try to steer the relationship between the two
goals. Accordingly, the specific means used shape the empirical form the

'4 In this context, one often reads of the ‘rent-seeking society’ (Buchanan et al. 1980) and of
‘distributional coalitions’ (Olson 1982; Weede 1984; Korpi 1985: 98). These are less propositions
about the trade-off between income equality and efficiency, however, than they are arguments
about the negative effects organized interests can have on economic growth.

5 It is noteworthy that there is essentially no name given in the literature for the opposite of
the trade-off between efficiency and equality. Korpi (1985), one of the few who has tried, suggests
the term reformist. I think this does not go far enough, inasmuch as it does not make clear what
its relation is to programmatic party positions or to general political theories. For that reason, we
use the term social-democratic.
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relationship between goals takes (Zimmermann 1996). This is illustrated by
the different ways financial support has been provided to low-income groups.
The benefits can be structured in such a manner as to provide incentives to
find work, as was tried in the ‘negative income tax experiment’ in the USA
(Blank et al. 1999). But incentives are also possible, as when benefits are
provided under threat of sanctions, including curtailing them if offered work
is not accepted, or limiting the total number of annual benefits will be
provided, as has been done in some US states. Benefits can also be structured
in the absence of such incentives or sanctions, as was long true in the German
welfare state (Gebhardt and Jacobs 1997).

Against the image of almost elemental relationship also speaks that the
hypotheses are grounded in differing normative convictions. This becomes
particularly evident in the two more radical hypotheses. The trade-off be-
tween income equality and economic efficiency is central to economic liber-
alism, with the distaste for redistribution justified by the preference for
liberty over equality (Korpi 1985; Kenworthy 1995). By the same token,
the notion that social policy measures have beneficial side effects on eco-
nomic efficiency is central to social democracy, but here it is normatively
justified by a preference for equality over liberty (Esping-Andersen 1990).
Thus, the discussion of the relationship between efficiency and equality
touches on fundamental societal values, and thus on conceptions of a desired
type of society (Kluckhohn 1962). Political actors relying on their normative
preferences then will employ quite different instruments to steer this rela-
tionship—and can be seen in benefits offered to the needy, with quite differ-
ent results.

Both arguments lead to the conclusion that the relationship between
equality and efficiency is shaped by politics rather than being elemental.
This is of some consequence for our analysis, for it only makes sense to ask
about the influence of political actors and institutions if this is a relationship
between goals that actually can be politically steered.

Third, most studies of the efficiency—equality conflict mention the Kuznets
curve (1955, 1966) that proposes a connection between level of economic
development and income equality. While some authors (Lindert and
Williamson 1985: 342) regard this as a proposition of conflict, most do not
assume this of Kuznets’s model. Still, there is as yet no agreement just how
the Kuznets curve differs from the conflict proposition.'

Kuznets observed that in the early phases of economic development (dur-
ing the passage from agrarian to industrial society), income inequality in-
creases, then stabilizes for a while, and then decreases again. In highly

16 Among other things, the question of the causal direction (Alesina and Rodrik 1994: 467;
Persson and Tabellini 1994: 601) is raised, and the fact that Kuznets investigates the level of and
not the change in wealth (Persson und Tabellini 1994: 601).
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developed countries, the increase took place around the turn of the nine-
teenth to twentieth centuries and the decrease after the end of the Second
World War (Lindert and Williamson 1985: 345). Per capita income rises and
falls in tandem with the increase and decrease of inequality; the curve has an
upside-down U-shape (see example (d) in Figure 2.2), with the two axes levels
of wealth and income inequality.

The explanation usually given for this pattern is based on economic factors
associated with the shift from agrarian to industrial employment. But polit-
ical factors are also cited particularly when governments take responsibility
to reduce socio-economic inequality by establishing a welfare state. Kuz-
nets’s original surmise has been extended lately to argue that the pattern has
reversed itself again in the wake of de-industrialization: increased levels of
wealth today bring increased income inequality (Atkinson 1996: 33; Barro
1999: 9). The political concomitant is the dismantling of the welfare state
since the mid-1970s that has proceeded at different speeds in most western
democracies (Pierson 1999). This expanded Kuznets curve'” is not an empir-
ically confirmed theory but is more in the nature of a plausible argument
adduced to explain increasing inequality and poverty in the USA and Great
Britain since the 1970s.

Depending upon whether Kuznets’s original or the expanded surmise is
accurate, we thus expect to find either a positive or a negative relationship,
respectively, between levels of wealth and income equality. For the immedi-
ate post-war era, Kuznets’s original formulation predicts the same comple-
mentary relationship between national product and income equality as the
social-democratic hypothesis, while for the time since the 1970s, the
expanded surmise predicts an inverse connection, much like the economic
liberal hypothesis. The difference between the Kuznets surmises and the
ideological hypotheses lies in the explanatory model: The former explain
the pattern with sectoral shifts in the economy and political measures, the
latter focus on the side effects, negative or positive, of income equality on
economic efficiency. Both approaches are relevant here because they focus
on the relationship between economic policy and social policy.

Fourth, empirical analyses tend to treat measures of equality as the inde-
pendent and measures of efficiency as the dependent variables. Multivariate
regression analyses, including various control variables, are then undertaken
to establish the effect of the social policy variables on the economic variables.
Most such studies use economic growth as the indicator of efficiency, while
output indicators—typically state expenditures (social expenditures or trans-
fer payments) but sometimes also measures of tax revenue—are used to

17 The expanded Kuznets curve is not identical with the ‘augmented Kuznets hypothesis’
(Milanovic 1994). This only emphasizes the aspect Kuznets himself noted, namely that the degree
of inequality is determined not just by economic but also by political factors.
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capture the social policy dimension. The results of such empirical studies are
inconclusive, since all the hypotheses noted have found confirmation.'® The
reasons for this contradictory state of affairs is largely due to differences
found in research designs themselves, as they vary not just with respect to the
indicators used for efficiency or social policy, but also by the nations and
time periods investigated. Methodological heterogeneity reigns, since one
finds longitudinal as well as cross-sectional analyses and considerable variety
in the control variables selected (Saunders 1986; Castles and Dowrick 1990;
Atkinson 1995).

These empirical studies are insufficient relative to our own research ques-
tions, in part because income equality is often measured by governmental
effort or output (social expenditure), which renders it inadequate for inves-
tigating the asserted trade-off between income equality and economic effi-
ciency.' One rarely finds studies investigating the relationship between
economic performance and income equality as measured by outcome (Pers-
son and Tabellini 1994; Kenworthy 1995). Many empirical studies also
implicitly assume that the efficiency—equality relationship is natural or elem-
entary and cannot be shaped by politics. Political factors, such as the ideo-
logical orientation of political actors or even the political institutions, are
neither cited as explanatory factors, nor are attempts made to measure them.
Still, at least different welfare state regimes are beginning to be discussed as a
factor potentially influencing the relationship between efficiency and equality
(Persson and Tabellini 1994; Atkinson 1995).

The conflict between the economic policy and environmental policy

The review of the second conflict follows a similar format as for the previous,
starting with a more rigorous definition of which goals are asserted to be in
conflict. Then the hypotheses suggested for the connection between eco-
nomic and environmental policy goals are elucidated, followed by a discus-
sion of the so-called ‘ecological Kuznets curve’ (Janicke et al. 1996b; Stern et
al. 1996) that posits a connection between economic development and bur-
dens placed on the environment. The discussion concludes with remarks on
empirical studies of this conflict. The overall discussion is briefer than for the
previous conflict, as the problem is of more recent vintage and was first
triggered, many feel, by the publication of The Limits to Growth (Meadows
et al. 1972).

8 For example, the trade-off hypothesis is confirmed by Landau (1985), Pfaller and Gough
(1991), Weede (1991) while Kenworthy (1995) finds complementarity. Korpi (1985) and Castles
und Dowrick (1990), on the other hand, find no relationship, and Saunders (1986) reports
contradictory findings.

' This is particularly so when social expenditure measures include growth-promoting policies
such as health or education.
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First, the asserted conflict focuses on the question ‘environmental protec-
tion or/and economic growth?” (Wicke 1991: 495; Pearce and Warford 1993:
3). No differentiation is made within environmental goals, since it is assumed
that economic growth damages all parts of the environment, with effects on
environmental quality as well as on the quality and quantity of natural
resources. In terms of the policy-specific models for evaluating economic
policy and environmental policy (see Tables 2.6 and 2.8), there is at most a
limited conflict between national income and environmental protection. In
light of the recent discussion of globalization effects, this proposition has
been expanded to include other economic policy goals, in particular full
employment, to assert that only when environmental standards are not too
high for firms—meaning not too expensive—will enough jobs be made
available. So in this sense as well, a comprehensive conflict between envir-
onmental protection and economic policy is asserted, not just a conflict
confined to environmental protection and national income.

Second, the debate about the relationship between environmental protec-
tion and economic growth is shaped by three hypotheses.”’ The radical
ecology argument asserts a logical incompatibility between both goals. This
position was predominant in the late 1960s and early 1970s (Pearce and
Warford 1993: 10), nourished by the results of the well-known Limits to
Growth study (Meadows et al. 1972). Continued, unregulated economic and
population growth, the scenario of this study suggested, would lead to a life-
threatening destruction of the environment and shortages in non-renewable
resources. Only by taking the radical step of voluntarily limiting growth (or
accepting zero growth rates) could one avert a catastrophe.

A technocratic view, by contrast, seems to have predominated since the late
1980s and early 1990s. It argues that as long as specific instruments and
policies are adopted, the two goals are in principle complementary (Pearce
and Warford 1993: 10). An optimal path is sought in the context of ‘fixed
stocks of exhaustible resources and stocks of renewable resources’ (Pearce
and Warford 1993: 10) that at least in German is described as ‘qualitative
growth’ (Wicke 1991). This technocratic hypothesis on the one hand empha-
sizes the positive effects of a long-term producer-friendly environmental
policy, as it will lead to a decline in resource use and an increase in environ-
mental quality. On the other hand, it also emphasizes the positive effects on
job creation and growth of the goods and services produced by newer
environmental technology, as well as the positive effects higher environmen-
tal quality has on the attractiveness of economic locations (Wicke 1991;
Spelthahn 1994).

An economic liberal hypothesis also has become more popular of late, its
proponents arguing that environment problems can be solved through the

20 Designations for the hypotheses are derived in part from Jakobeit (1997: ch. 3).
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free play of market forces. Technological progress as well as the substitut-
ability among natural resources will resolve the problems. The only perceived
danger is that government bureaucrats will interfere in the marketplace and
thereby distort incentives (Jakobeit 1997: ch. 3). Doing so would endanger
economic growth and reduce the ability to compete, providing the basis for a
conflict between economic policy and environmental policy.

Both economic liberal and radical ecology hypotheses see conflicts be-
tween the economy and the environment, unlike the technocratic view. The
difference is not only that the radical ecology hypothesis sees incompatibility
while the economic liberals assume compatibility in principle, but—more
important—that the causal arrows run in the opposite directions. To radical
ecologists, the economy produces negative side effects on the environment; to
economic liberals, government environmental measures produce negative
side effects on the economy.

Third, the ecological Kuznets curve describes an upside-down U-curve
relationship between per capita income and the environmental conditions
(see example (d) in Figure 2.2).”! The assertion is that burdens on the
environment increase until a particular level of national wealth is reached,
but once reached, the burdens decrease again. One study fixes the turning
point at a per capita income of $8,000 (Grossman and Krueger 1993). But
other empirical analyses have shown not only that this value varies depend-
ing upon which environmental indicator is being investigated (Stern et al.
1996) but that the turning point may be higher.

Janicke et al. (1996a) argue that one can describe the basic message of the
ecological Kuznets curve with the formula ‘getting rich—getting clean’. The
‘ambivalent’ character of wealth is thought responsible for this pattern
(Shafik 1994; Ricken 1995; Janicke et al. 1996a). On the one hand, economic
growth burdens the environment because increased industrial production is
accompanied by a higher emission of pollutants and a higher consumption of
natural resources (‘necessities’). On the other hand, a high level of wealth is
also associated with greater technical, economic, and cultural resources to
reduce the burdens on the environment (‘possibilities’). This last also means
modern environmental technology, more money, and in particular, a greater
awareness or sensitivity to environmental issues (postmaterialist values) that
lead to political programmes to improve environmental quality and protect
natural resources. Additionally, sectoral change in the economy play a part
as the service sector economy replaces the industrial economy—with benefi-
cial spillover effects on the environment. In the first, developmental phase,

2l There have been empirical investigations of the connection between economic growth and
quality of the environment since the early 1990s (Shafik and Bandyopadhyay 1992; Grossman
and Krueger 1993; Shafik 1994; Jénicke et al. 1996a). Only more recently has the term ‘ecological
Kuznets curve’ found wider currency for the empirically asserted upside-down U-curve relation-
ship (Stern et al. 1996; Roberts and Grimes 1997).
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environmental burden outweighs environmental relief; in the second, relief
outpaces burden. That means the first phase is characterized by a conflictual
relationship between economic and environmental goals, while in the second
this conflict no longer exists and both goals can be simultaneously
achieved.”?

There is strong empirical support for this model, but the question remains
whether the curve itself applies to all (Grossman and Krueger 1993; Ricken
1995) or only to some components of environmental performance (Shafik
and Bandyopadhyay 1992; Arrow et al. 1995; Jdnicke et al. 1996b). Some
authors believe that the ease with which an environmental problem can be
resolved determines whether the development follows the shape of the Kuz-
nets curve, or whether the damage to the environment only increases with
increasing wealth (Jdnicke et al. 1996b). The ease with which a problem can
be resolved may depend on available technology and political feasibility.
Janicke, Monch, and Binder, for example, argue that implementing an
environmental policy to reduce sulphur oxides emissions (largely produced
by power plants and heavy industry) was relatively easy both because a
simple filter technology existed and there was little social or political oppos-
ition. But reducing waste, which demands direct intervention into industrial
production, is a far more difficult problem by contrast. A more general way
of conceptualizing this may be to speak of weighing the costs and benefits in
implementing environmental programmes (Shafik and Bandyopadhyay
1992: 4).

The ecological Kuznets curve can be regarded as a specific example of the
technocratic hypothesis, but it goes beyond this hypothesis in at least two
respects. For one, it does not only look at specific instruments or policies but
points to other explanatory factors such as sectoral changes in the economy
or changes in societal values. For another, it implies an important modifica-
tion of this hypothesis. Research indicates that the relationship captured by
the ecological Kuznets curve depends upon or varies as a result of, which
particular burdens on the environment are under discussion. The shape of the
curve, in other words, depends entirely upon the tractability of the environ-
mental problem not just to technological but also to political solutions.

Fourth, comparative empirical studies on the relationship between eco-
nomic policy and environmental policy have been almost entirely devoted to
examining the ecological Kuznets curve. As in the case of the previous
conflict proposition about economic and social policies, environmental indi-
cators are the dependent and national product is the independent variable,

22 In this context it is necessary to again emphasize the difference between flows and stocks.
The upside-down U-shaped curve, most agree, is only applicable to flows and not to stocks
(Arrow et al. 1995; Jénicke et al. 1996b). Though one can continue reducing damage to the
environment (flows), the size of natural resources will continue to decrease and the concentration
of pollutants in the various environmental media will continue to increase (stocks).
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and their connection is examined by multivariate regression analyses with
control variables. Though the ‘turning point’ is often explained with the help
of political factors (Grossman and Krueger 1993; Arrow et al. 1995), these
regression analyses do not include any political factors as independent vari-
ables. Almost all the studies—Ricken (1995) is the exception—analyse a
group of democratic and non-democratic systems at very different levels of
economic development. It is still an open question whether the same upside-
down U-shaped curve also can be found to describe the relationship between
economic and environmental policies in a homogeneous group of wealthy
democracies.

Growth and sustainability as propositions for making

conflicting goals compatible

In the effort to make these various goals compatible, politicians and scholars
have developed various concepts for integrating policies that are meant as
guidelines to political action. The two most powerful and comprehensive are
economic growth and sustainability. The growth paradigm predominated
politics of western democracies until the 1970s, while sustainability, conceived
as an explicit alternative to growth, is now a recognized goal of many inter-
national organizations (UN, OECD, and EU) as well as national govern-
ments. Since the major function of these models is to guide political action, the
development of the concepts have included not only goals and general instru-
ments but also specific policies for realizing goals and control procedures to
evaluate progress towards the goals (UN-DPCSD 1996-7; OECD 1998b).

In the following, we limit our discussion to the goals regarded as compat-
ible, and then turn to the essential characteristic of these theories, namely
instruments meant to lead to integration or harmonization. Since our pri-
mary interest is to unearth the relationship between individual dimensions of
performance, as well as to develop a typology of political effectiveness, only
the theoretical conclusions of these models are relevant. We sidestep the far
more controversial question to what extent these concepts are actually cap-
able of bringing about their intended effects.

The core of the growth paradigm, as critics call the growth concept (Wessels
1991), is that economic growth is the primary goal of political action.
Economic growth, however, is a ‘derivative’ (Schroder 1971: 30) or an
instrumental (Tuchtfeldt 1982: 189) goal. One expects positive effects from
it on other substantive economic and social goals, including increases in
citizens’ material standard of living, the supply of workplaces, the more
just distribution of income and wealth and a greater ease in fulfilling costly
governmental tasks (Wicke 1991: 503). In the terms of our policy-specific
models for evaluating effectiveness, this then refers to the economic policy
components of national income and full employment (see Table 2.6), as well



Model for Evaluating Effectiveness 59

as all four social policy components of health, housing, education, and a
national minimum with respect to income distribution (see Table 2.7). The
compatibility between the most important social and economic goals is
thereby ensured through a third dimension, economic growth. The mechan-
ism is that growth of the economy produces the economic resources neces-
sary for realizing social policy goals, and economic growth itself is based on
greater productivity that in turn creates full employment.

This concept of growth is an attractively simple guide for political action,
since the focus can be put entirely on realizing a single instrumental goal.
Increasing economic growth appears to automatically guarantee progress in
reaching all the other important economic and social policy goals. Post-war
developments in western democracies, at least until the early 1970s, seemed
to confirm these assumptions of the growth paradigm. Continuous economic
growth coupled with the simultaneous realization of other goals, particularly
in social policy, marked that ‘golden age’ (Maddison 1991: 1).

But two developments set in that began to question the growth paradigm
as a model for political action. Critics began to argue, as environmental
conditions worsened, that post-war development had focused too one-
sidedly on material wealth and that had come at the cost of the environment
(Meadows et al. 1972). And the Keynesian economic policies for coping with
economic crises could no longer be successfully employed by the later 1970s
(Scharpf 1991). Alternative concepts were sought to bring different policies
into harmony, and the idea of ‘sustainable development’ proved itself to be
the most politically popular and comprehensive.

The sustainability concept was popularized by the 1987 report of the World
Commission on Environment and Development (better known as the ‘Brundt-
land Report’). It defined ‘sustainable development’ as ‘development that
meets the needs of the present without compromising the ability of future
generations to meet their own needs’ (WCED 1987: 40). The original concept
of dealing with natural resources in such a manner as to ensure their repro-
ductive capacity (Maier 1999: 2) originated in forestry, but the Brundtland
Report generalized and transformed it to incorporate social meanings. By
now, many more specific, partially competing definitions have been sug-
gested, and one can assume more will be formulated, given how pertinent
and intensely argued the topic is. Here we only address the particular concept
of sustainability that focuses on the compatibility between different policy
goals, a version of the concept particularly favoured by international organ-
izations like the OECD and the EU.>* An OECD description (1998b: para 4),
for example, states that:

2 Two other concepts of sustainability also may be distinguished: sustainability as a goal of
ecological development only (Zukunftskommission der Friedrich-Ebert-Stiftung 1998) and sus-
tainability as an independent goal, respectively, for environmental policy, for social policy, and
for economic policy (Elkins 1994).
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Sustainable development implies a focus on welfare considerations broader than
just economic growth, on equity concerns, and on the need for governments
to address threats to global ‘commons’, such as the environment, natural resources
and cohesive social systems. The emphasis is on the links between the key components
of sustainability, namely the economic, social and environmental dimensions; on
the need to balance these links when there are conflicts; and on ensuring that
economic policy takes into account environmental and social policy concerns, and
vice versa.

One can find a similar formulation in Article 2 of the EU’s Amsterdam
Treaty (Hinterberger et al. 1998).

It is characteristic of the sustainability concept that it claims to be more
comprehensive than the growth paradigm. It focuses on welfare ‘broader
than just economic growth’ and is explicitly about ‘development’ rather than
‘growth’. It also explicitly addresses the conflicts between the economy and
social policy, and between economy and environment, with the goal of
resolving them: ‘the need to balance these links when there are conflicts’.
The three different goals are to be integrated, so one might speak of a new
‘magic triangle’ or ‘triadic structure’ in the form suggested by Figure 2.1. The
economy is at least implicitly given priority, since it is to ‘take(s) into account
environmental and social policy concerns’. Policies, this document notes
earlier, are to be integrated and harmonized into an ‘overall economic
framework’ (OECD 1998b: para 3).

This OECD formulation is about the general integration of economic,
social, and environmental issues. By contrast, the EU’s Amsterdam Treaty
lists specific goals such as non-inflationary growth, a high level of employ-
ment, a high degree of social protection, a high level of environmental
protection, improvement in environmental quality, and improving the qual-
ity of life (Hinterberger et al. 1998: 6). In terms of our policy-specific models
for evaluating effectiveness, sustainable development integrates all the com-
ponents established for economic, social, and environmental policies (see
Tables 2.6-2.8). As previously noted, even this comprehensive conceptual-
ization has no place for domestic security policy.

Though the sustainability concept sets goals for future societal develop-
ment, the key question is how, or by which means, the integration or
harmonization of these different goals is to take place. For all three dimen-
sions the OECD (1998b) provides illustrations of what integration implies in
‘practical terms’. In economic development, for example, the fact that the
environment is treated as a common good is seen as the main reason for
environmental degradation (OECD 1998b: para 24-30). Economic actors
can externalize environmental costs, and therefore a laissez-faire policy is
not advisable: Costs need to be internalized either through price mechanisms
or by establishing property rights. The OECD proposes a ‘polluter pays’
principle as an answer to this common good problem. As a general principle
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of environmental policy, the OECD suggests the costs and benefits of each
decision should be weighed, and then a decision rule should be applied to give
priority to those alternatives that maximize individual welfare (OECD
1998b: para 39).

The means for integrating the three goals therefore lies in coordinated
political steering of these different policy areas. In all policies, the idea is to
recognize potential negative side effects on other policy areas and then
minimize them. Cost-benefit analysis is to be used to select programmatic
alternatives and to implement the path that promises the largest societal
benefits. At heart, the idea of sustainability is technocratic. It is based on
the premise that conflicting goals can be made compatible by developing and
implementing adequate policy programmes.

The central message of this discussion is that the political problems have
become more difficult and varied since the 1970s. With the growth concept, it
was still possible for politics to focus on and pursue a single goal that also
functioned as a means to realize other goals. But it is no longer as easy to
reconcile economic policy and social policy using simple means, and envir-
onmental issues add further potential for conflict between policies: unsur-
prisingly, the suggestions for making conflicting goals compatible have also
grown more complex. In the case of sustainability it is a matter of simultan-
eously trying to maximize three conflicting goals, and trying to integrate or
balance, let alone find coherence among them puts high demands on political
behaviour. Decisions about individual policy areas can no longer be taken in
isolation but must in each case be considered in a larger context, and this also
means an end to politics organized by specific policy area. Instead, as a study
published by the German Wuppertal Climate, Environment, and Energy
Institute put it, a ‘holistic approach’ to political action is needed (Loske
and Bleischwitz 1996: 24).

Though many international organizations, national governments, and
political actors regard (technocratic) sustainability as a guide for political
action (Maier 1999), it remains true that another solution exists in public
discourse, namely the (economic) liberal notion that the best way to realize
these goals lies in minimizing government intervention in the economy. This
alternative is noted here for the sake of completeness but will not be discussed
further.

A Theoretical Typology of Political Effectiveness

Most studies of performance analyse performance dimensions individually
and sequentially (as in Lijphart 1999a). The few studies that investigate the
structure or patterns of political performance confine their analyses to
whether individual dimensions are incompatible or mutually reinforcing
(Gurr and McClelland 1971: 72-9; Powell 1982: ch. 2). While our study,
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following the goal conflict hypotheses, also empirically investigates relation-
ships between individual policy areas, we are concerned as well with a
typology of effectiveness that encompasses all policy areas.

We start from the premise that to evaluate the general performance of a
national government, or a political system, achievements in a particular
policy area are less important than realizing a broad spectrum of policies
or policy package. Such packages can be differentiated with respect to their
pattern—simultaneous realization of different goals, above- or below-aver-
age realization of individual goals—as well as with respect to the overall or
general level of performance. The following typology aims to capture the
first, more qualitative dimension of policy packages, while the concept of
general political effectiveness suggested in the ensuing section focuses on a
quantitative description of the policy package.

The fact that public policy research is organized around individual policy
areas is certainly responsible for the lack of a typology of political effective-
ness that encompasses multiple policy areas. At most there have been ‘nar-
row’ typologies that cover few policy areas, such as the typology of political
economy that is restricted to economic and social policies (Schmidt 1987,
20005). If a more comprehensive policy pattern incorporating many policy
areas is described, then it is usually not a typology but a description of a
nation-specific policy pattern, as exemplified by the model of ‘American
Exceptionalism’ (Lipset 1996). Though such nation-specific policy patterns
can only properly be recognized through comparisons with other nations,
such comparisons frequently remain implicit.

Benchmarking, an instrument developed in management studies, is finding
increasing use in comparative public policy research as a means to improve
national policies. It introduced another type of political effectiveness by
naming the country that shows the ‘best practice’ (Schiitz et al. 1998).
Finding who is at the ‘top of the class’ is a method employed largely for
evaluating individual policy areas, in particular in labour market and em-
ployment policies (Tronti 1998; Schmid et al. 1999). It can also be used to
describe more comprehensive policy patterns. These three empirical typolo-
gies—the typology of political economy, the nation-specific policy pattern,
and benchmarking—are first briefly addressed and then used to develop a
comprehensive typology of political effectiveness.

Schmidt (20006: 491), in his search for the German public policy
pattern, suggested three types of political economy that could be used to
describe different aspects of economic and social policy. One was Northern
European welfare capitalism, another was North American market capital-
ism, and the West German ‘middle way’ was a third road between the
extremes. The two extremes were shaped by different principles, a dominant
social democratic ideology in Northern Europe, and a dominant centre-right,
market-oriented ideology in North America (Schmidt 1987: 143).
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Schmidt (1987: 143) originally argued that three characteristics made the
German ‘middle way’ distinct. First, the goal of price stability took priority
over full employment in economic policy (see the Phillips curve discussion),
which was the exact opposite of the pattern in welfare capitalism. Second,
social policy was characterized not only by high social expenditure (unlike in
market capitalism) but also by transfer-intense social expenditures (unlike
in welfare capitalism). Third, in terms of the relationship between economic
policy and social policy, Germany took a relatively balanced position between
the market capitalism preference for efficiency over equality, and the welfare
capitalism preference for equality over efficiency. The explanation for this
moderate position, Schmidt assumed, lay in part in a national ideology that
mixed economic liberal thought together with conservative reformist and
democratic socialist traditions. But it was also due to political institutions
like the independent central bank and the federalist state structure that limit
the powers of executive and legislature. Finally, he refers to the division of
power within government that was marked by coalition governments and that
exerts a moderating influence on parties in government who overwhelmingly
supporting welfare state institutions and practices.

This typology of political economy is more extensive than what we attempt
here, as it includes policy outcomes as well as policy outputs, and patterns
within individual policy areas are described in addition. But in another sense,
it is narrower because the patterns described are confined to social policy and
economic policy. Schmidt provides two important guides for our own typ-
ology. One is that patterns of performance can, as a matter of principle, be
distinguished by whether certain goals are being one-sidedly maximized at
the cost of other goals, or whether there is a balance between conflicting
goals. The other is that differing patterns of performance can be explained by
cultural traditions or ideologies that influence not only the preferences of
political actors but also the political institutional settings themselves.

Though they do not provide a typology of political effectiveness, public
policy studies that describe nation-specific policy patterns are also very
helpful for constructing such a typology. Inasmuch as they survey multiple
policy areas, they describe a unique or exemplary type in a comprehensive
typology. The description or idea of ‘American Exceptionalism’ is one such
nation-specific policy pattern. While this concept describes particular aspects
of American culture, these cultural features are reflected as well by a pattern
of policy performance®* that can be summarized as follows: above-average
levels of crime, wealth, and education combined with below-average levels of
welfare benefits and income equality (Lipset 1996: 26). This unbalanced
policy pattern oscillating between extremes—the complete opposite of the

24 Analyses of the distinctiveness of US public policy tend to focus on the particular features
of its social and economic policy (King 1973; Amenta und Skocpol 1989).
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German politics of the middle way—is explained with reference to the
‘double-edged’ character of American political culture. The basic values of
individualism, promotion of meritocracy, and in particular anti-government
attitudes, are responsible for a situation in which, as Lipset (1996: 18) puts it,
‘we are the worst as well as the best, depending on which quality is being
addressed’. For some authors, political institutions that emphasize checks
and balances lead to this pattern, in particular the absence of broad social
policy measures (King 1973; Amenta and Skocpol 1989).

The nation-specific policy pattern of ‘American Exceptionalism’ can
be regarded as a more comprehensive and detailed example of the type
Schmidt labels North American market capitalism. When compared
to Schmidt, who confines his analysis to political economy, this example
takes economic, social, and domestic security policy into account (though
environmental policy is still missing), and much more minutely describes
the cultural bases for the policy pattern. The nation-specific pattern of
‘American Exceptionalism’ and the typology of political economy overlap
to the extent that cultural or ideological factors are ascribed central roles
in shaping national policy patterns. For that reason, it seems sensible to
base a typology of political effectiveness on political ideology. But before
doing so, we should turn to the third, ‘best practice’ type of political effect-
iveness that appears to be growing in significance in contemporary political
discourse.

It is certainly no coincidence that in an era of globalization and inter-
national competition, benchmarking, is increasingly employed as a means for
improving national policies (Schiitz et al. 1998: 24). It involves continual
comparison of outcomes, processes, and methods used by market competi-
tors, with the intent to systematically close the gap in performance with the
‘best in the class’ (Gabler 1997). When applied to policy analysis, it means
comparing policies and ranking nations to ascertain who has the ‘best” and
‘worst’ practices. Examining the performance of the ‘best’ in principle should
allow one to elicit the factors behind the success, and draw appropriate
lessons for improving national policy. Benchmarking is thus a comparison
of performance aiming at political learning, and is thus not a simple evalu-
ation or ranking of nations (Schiitz et al. 1998). Still, it can be instructive in
the analysis of patterns of political effectiveness, since nations with either
best or worst practices (or effectiveness) in all the policy areas investigated
can mark the end points or limits of the typology.

My discussion shows that typologies of political effectiveness are con-
structed either on the basis of ideological preferences or on the basis of best
and worst practices. The drawback of the former, based on the assumption
that ideological preferences of political actors manifest themselves in political
action and corresponding policy outcomes, is that it cannot grasp a poor
realization of ideologies. The drawback of the latter is that it is a formal,
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TABLE 2.9 Theoretical types of political effectiveness

Economic  Social Environmental =~ Domestic
policy policy policy security policy
Best possible case ++ ++ ++ ++
Sustainability + + + —or ——
Sustainability and + + + +
domestic security policy
Classical social democracy + or ++ + or ++ —or — — —or — —
Classical social democracy + or ++ + or ++ —or — — + or ++
and domestic security policy
Libertarian model ++(+) —or—— —or— — —or — —
Libertarian model and +-+(+) —or—— —or— — + or ++
domestic security policy
Worst possible case - = - = - = - =
Legend: ++ strongly above average; + above average; — below average; — — strongly below average

effectiveness.

contentless classification, making it difficult to recognize policy patterns that
lie between the two extremes.

Therefore we combine both ideological preference and best and worst
practices in constructing our own typology of five different types of political
effectiveness (Table 2.9). The end points are formally defined as the best
possible and worst possible cases. The range of types between them comes
from the most important ideologies dominating contemporary political dis-
cussions: sustainability, classical social democracy, and the libertarian
model. These can be regarded as normative models of policy packages, and
for each one, patterns are suggested that would exist if the corresponding
preferences determined political action and policy outcomes. For each type, a
relative measure of effectiveness that extends from strongly above average to
strongly below average notes the degree of effectiveness.

The best possible case is characterized by a strongly above-average and the
worst possible case by a strongly below-average political effectiveness in all
four policy areas. As these limits are conceptualized theoretically, we do not
refer to them as ‘best practice’ or ‘worst practice’ as would be done in the
benchmarking approach. As it is, in a policy pattern that is composed of
different, independent dimensions, it is entirely possible that there is no
country where strongly above- or strongly below-average effectiveness exists
in all four policy areas, hence we need to draw this distinction.

It is possible to derive clear preferences for economic, social, and environ-
mental policies from the sustainability, classical social democracy, and liber-
tarian ideologies that lie between the polar cases. But domestic security, as
noted before in the discussion of conflicting and compatibility propositions,
is often ignored. In order to take into account its disregard in most ideologies



66 Model for Evaluating Effectiveness

we primarily define ideological policy patterns with respect to economic,
social, and environmental goals and distinguish between two subtypes with
respect to domestic security. For example, we draw a distinction between
‘sustainability’ with below-average and ‘sustainability and domestic security’
with above-average realization of domestic security. Table 2.9 presents a
technical description of these types and subtypes of policy patterns by speci-
fying for each policy area whether above- or below-average performance
exists. Sustainability, for example, stands for above-average performance in
the economy, in social policy, and in the environment. Reading from top to
bottom, the number of policy areas with above-average performance de-
creases, so to some extent we have an ordinal scale from best possible to
worst possible case.

Sustainability is the ideologically defined policy pattern with the largest
number of above-average markers of effectiveness. The essence of sustain-
ability, following our previous discussion, lies in the equally strong pursuit of
economic, social, and environmental goals. Yet such a balanced pattern of
effectiveness is only possible if specific goals are not being maximized at the
cost of other goals. The prototypical contour of this pattern is therefore not
that all three goals are pursued in a ‘strongly above average’ (4++) manner
but merely in an ‘above average’ (4) fashion.

In the case of social democracy, as the discussion of the third way indicates
(Giddens 1998, 2000), it is useful to draw a distinction between older, or
classical, social democracy and its newer forms. Classical social democracy is
characterized by above-average performance in economic and social policy.
As Giddens (1998: 11) put it, this ideology ‘did not have a hostile attitude
towards ecological concerns, but found it difficult to accommodate to them’
because the goals of full employment, social security, and equality took
precedence. As with sustainability, here too a distinction is made between a
classical social democracy with and without domestic security.

The contour of, or consensus about, the ‘new’ social democracy remains as
yet vague; a corresponding policy pattern thus also cannot be determined.
However, there are good reasons to regard sustainability as a provisional
substitute for a modern social democracy. Speaking for this is the slogan
‘Economic Performance, Social Solidarity, Ecological Sustainability: Three
Goals—One Path’ adopted by the Commission on the Future of the Frie-
drich Ebert Foundation (1998), a foundation close to the German Social
Democratic Party. Giddens (1998) also describes the third way as a new
balance between multiple economic goals, equality, environmental protec-
tion, and crime prevention.

At the lower end of the ideologically defined types of political effectiveness
stands a model that maximizes economic policy performance at the expense
of performance in all other policy areas. While this type has thus far been
discussed with reference to ‘American Exceptionalism’, the more general
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term libertarian model will henceforth be used. Doing so not only makes it
applicable to other nations, but its ideological foundations are thereby more
appropriately described. It is a broader term than some of the more econ-
omy-oriented alternatives, such as economic liberalism or market-oriented
capitalism, and it is more neutral than the ‘fighting term’ neoliberalism
(Giddens 1998). Here, too, a subdivision is made whereby the type showing
above-average performance in domestic security policy can be regarded as a
conservative variant of the libertarian model.

The basic idea behind this typology of political effectiveness is not to
incorporate every possible logical combination of policy-specific effective-
ness but instead to only include those policy packages that play a central role
in contemporary political discussions. It is an open empirical question
whether or which of the (five) theoretical policy patterns exist in reality,
or—conversely—which empirically existing types are encompassed by this
theoretical classification.

Several factors also need to be taken into account with respect to the three
ideological types. First, even if actual performance appears to correspond to
an ideologically defined policy pattern, one cannot assume that the relevant
ideology is the only or decisive factor in creating it. It is quite possible that
additional factors such as the degree of socio-economic modernity are im-
portant, or even that these other factors are decisive. In other words, these
are typological descriptions of ideologically defined policy patterns and not
causal models. Second, these ideologies are defined only at the level of policy
outcomes in the four policy areas. The respective ideological systems are of
course far broader and formulated with reference to values that go well
beyond these four policy areas; in particular, they also refer to instruments
meant to be used in realizing these goals. Third, sustainability occupies a
special place as it articulates a third way between the classical social demo-
cratic and the libertarian positions. Such a balanced position was still being
called a ‘middle way’ during the 1980s (Schmidt 1987). With the increasing
discussion of sustainability as a new guiding principle in the 1990s, this
pattern has gained not only ideological weight und justification but at
the same time broader meaning by the inclusion of other preferences and
instruments.

General Political Effectiveness

General political effectiveness, the second, quantitative characteristic of the
policy package, refers to the overall level of performance in the four policy
areas investigated here: domestic security, economic, social, and environ-
mental. The dimension is conceptualized as a composite measure. The con-
struction of such a measure necessitates a variety of theoretical decisions
drawn in part from concepts and methods developed in the comparative
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research on the quality of life. Since its beginnings in the early 1970s, one of
the key concerns of this sociological research has been to create a global
measure for national welfare—called QOL measure—that is comparable to,
but more comprehensive than, GDP.?

Such global measures have been employed only rarely in the research of
political performance. If and when they are used, the theoretical decisions
that enter into their construction are rarely made explicit. Putnam’s summary
Index of Institutional Performance (1993: 65-75), probably the currently
best known global measure, illustrates this tendency. The twelve indicators
that comprise this index are ordered into three performance dimensions:
(a) Policy process is measured by cabinet stability, budget promptness, and
the breadth of statistical and information services; (b) policy pronounce-
ments are measured by reform legislation and legislative innovation; and
(¢) policy implementation is measured by the number of day care centres
and family clinics, the industrial policy instruments deployed, spending on
agriculture, local health units, and housing and urban development, as well
as the degree of bureaucratic responsiveness. The index is based on factor
scores, that is, the standardized values for each indicator, weighted by
the respective factor loadings, are added up for every single case (Nie et al.
1975: 487-9).

Since this construction does not control (or standardize) for the differing
number of indicators per policy performance dimension and per policy area,
the result is that the implementation phase is overrepresented relative to
earlier phases in the policy process, and welfare state policy is overrepre-
sented relative to other policy areas. Putnam’s index therefore primarily
measures welfare state outputs. Another problem is that individual indica-
tors are included in the index with different weights (factor loading), but the
meaning of these weights remains open. This basic issue of factor scores is
particularly serious here because the indicators included are very heteroge-
neous and quite unequally represent differing theoretical dimensions.

Following a list of criteria that has been suggested for assessing composite
measures of performance (Morris 1979: 21-2; Hagerty et al. 2000: 3-7), a
good measure should be free of ethnocentric bias and its individual indicators
should all measure results or outcomes. An index should also be clear and
easy to understand, particularly in its ‘social reporting’ function. Our nor-
mative model and the policy-specific models for evaluating effectiveness were
constructed with the first two criteria in mind; the clarity criterion is relevant
for constructing the general effectiveness measure. A readily interpretable
index is extremely helpful for the descriptive empirical analyses we present,

25 There has been greater interest in comparative welfare research since the 1990s in con-
structing such global QOL measures (Noll and Zapf 1994; Land 2000). For a summary and
discussion of the most current measures used, see Hagerty et al. 2000.
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particularly for the description of similarities and differences between coun-
tries.

In constructing a composite measure, decisions about the technique of
standardization, weighting and aggregation of individual values need to be
made (Sangmeister 1994: 424). We discuss the techniques suggested in the
literature with reference to their theoretical implications. Based on this
discussion we select the techniques for constructing the global measure of
general effectiveness.

The fourteen indicators (Figure 2.3), that we derived and justified in the
discussion of the policy-specific models for evaluating effectiveness, provide
the basis for the composite measure. Each indicator measures one compon-
ent of the four policy areas. Two components per policy area, taken together,
comprise policy-specific effectiveness. In the case of domestic security policy,
the components are violent crime and property crime, with the former
measured by murder/manslaughter and robbery rates, and the latter by
burglary rates. Effectiveness is similarly defined in the other policy areas.
General effectiveness is then comprised of the individual measures of effect-
iveness of the four policy areas taken together. Technically, sub-indices need
to be constructed for each policy area before being integrated into a global
index; individual pieces of information must be successively aggregated from
bottom to top. The decisions as to standardization, weighting, and aggrega-
tion apply equally to constructing the sub-indices as they do to the global
index.

Standardization. If the measurement units of individual indicators vary, as
is the case with the performance indicators, they need to be standardized.
Two techniques are available—z-score transformation or an indexing sys-
tem—if standardization is to take place without losing precision. In case of
z-score transformation, divergence from the mean is expressed in standard
deviations. Though such transformations are often used in policy research
(see Castles and McKinlay 1979: 172), they do not produce measures that are
immediately clear.?® For this reason, and because it is often used in com-
parative quality of life research, we employ an indexing system (Morris 1979:
41). In this case, the values of each individual indicator are transformed into
the same scale, either ranging from 0 to 100 (Morris 1979) or from 0 to 1
(UNDP). Zero thus indicates bad performance, 100 (or 1) good perform-
ance.”’” The advantage of indexing over z-score is evident, since the values of
all individual indicators are transformed in a single step into a uniform scale.

26 Variables standardized in this manner cannot be simply aggregated, as z-score transformed
variables have different starting and end points. They need to be transformed again before they
can be aggregated.

%7 Technically, the values of an indicator are determined relative to fixed reference points, in
this case fixed minimum and maximum values, though different formulae are used for math-
ematically transforming the scales.
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The end points of the scale are readily understood, and the values that lie
between can be immediately interpreted as the degree of deviation from
maximum and minimum end points. Due to this clarity of individual values,
indexing is also used as a form of standardization in the benchmarking of
policies (Schiitz et al. 1998; Mosley and Mayer 1999).

Indexing defines the values of the scale, but it is still necessary to establish
whether the minimum and maximum values are to be defined empirically or
theoretically. In the first case, the highest and lowest values are defined by
countries; in the second case, the values would be set theoretically, for
example, by a normatively defined goal. The Physical Quality of Life Index
(Morris 1979: 42-6), one of the first composite measures of welfare, covering
illiteracy rates, infant mortality figures, and life expectancy, was based on
empirical reference points. The Human Development Index, by contrast,
created in the 1990s by the UNDP and including life expectancy, education,
and income, is based on normative reference points. A 100 per cent literacy
rate, for example, was defined as the normative goal of education. The degree
of literacy a nation reaches is then expressed as a relative deviation from this
goal (UNDP 1995: 18).

If an empirically based indexing system is used for longitudinal analysis,
another decision is also necessary: Should the best and worst performance be
defined on a yearly basis or for the entire time period being investigated?
Changes in performance over time can only be measured in the second case,
that is, when the best and worst performance over the entire time period
studied sets the limits (Morris 1979: 41). A yearly standardization cannot
capture relative improvement in the performance of the best nations, as they
will always show the highest values.

Weighting. A decision about weighting is necessary when aggregating
individual indicators into a composite measure: should they be differently
or equally weighted? Different weights can be justified on either empirical or
theoretical grounds, with empirical weighting typically determined by factor
analysis. While this value-neutral technique may appear attractive, the chief
difficulty is the missing information about the meaning of the weights; and
statistically determined weights do not necessarily accord with the weights
individuals or collective actors ascribe to individual indicators (Carley 1981:
80). Given the lack of precision of performance theories, theoretical argu-
ments to justify unequal weighting can rarely be made. However, theoretical
arguments can also be used in favour of equal weighting of indicators. This
form of weighting is rarely chosen with reference to a theory but is instead
often adopted in the absence of arguments against it.

Aggregation. This is the actual formula used to combine the standardized
values of the individual indicators. It is common to sum individual values
(see Vogel 1998) or compute an arithmetic mean (see Human Development
Index). The advantage of the arithmetic mean is that the composite measure
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has the same scale as the individual indicators and can therefore be inter-
preted in the same manner. The overall value of the Human Development
Index, based on a mean of standardized values for health, education, and
income, can be taken as the degree of deviation from a normatively set
standard of living (UNDP 1995: 18).

Based on these considerations, the following decisions have been taken for
determining the concept of general effectiveness. First, the indexing system is
used for standardization so as to create readily comprehensible measures for
the descriptive analysis. Reference (or end) points are empirically established
based on best and worst performance, as the normative model of political
effectiveness does not set any particular goals for individual dimensions of
effectiveness. So the countries with the worst and best practices fix the end
points of the scale, and the value of every other nation is determined relative
to these two end points.

Second, both the normative model of, and the policy-specific models for
evaluating political effectiveness are based on the premise of an outside and
unbiased evaluation of the performance of democracies. No particular
weight is given either to individual policy areas or to the components of
specific policy areas. For that reason, in constructing both specific and
general effectiveness, equal weight was given not just to the two policy-
specific components but also to the four policy areas when they were aggre-
gated. This means, for example, that in the domestic security policy area the
effectiveness index is constructed of two equally weighted sub-indices: violent
crime and property crime. The sub-index violent crime in turn has equally
weighted components, murder/manslaughter and robbery, while the sub-
index property crime is based solely on burglary. It would not be appropriate
to construct this index by weighting the three effectiveness indicators (mur-
der/manslaughter, robbery, and burglary) equally in a sub-index of domestic
security policy, as the larger number of indicators of violent crime would
then be overrepresented.?® The indices for all policy areas are constructed the
same way, and all four specific effectiveness measures are included with equal
weight into the index of general effectiveness.

Third, an arithmetic mean is used to summarize the values of the stand-
ardized individual indicators. All sub-indices and the global index, though
comprised of different numbers of elements, are thereby expressed in a
manner that makes them immediately comparable to one another.

General effectiveness is thus defined by the relative degree to which the
four domestic policy area goals have been achieved. No one area is privil-
eged, and below-average performance in one area can be balanced by above-
average performance in another. Compared with Putnam’s global Index of

28 Only by using such a technique is it possible to address the problem of the different number
of available indicators for individual components of the policy areas.
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Institutional Performance, the index of general political effectiveness both
explicitly intends to measure goal-oriented performance, and explicitly does
so by measuring the outcomes of political action. That makes it appropriate
to call ours a summary measure of performance, which Putnam cannot
claim. Technically, the advantage of the global general effectiveness index
lies in its equally weighted inclusion of all relevant policy areas and compon-
ents; no bias exists in favour of numerically over-represented policy com-
ponents.

Compared with the various QOL measures (Hagerty et al. 2000), general
political effectiveness is a pure policy measure. Most summary measures in
the QOL research tradition only claim to provide information that is relevant
to policy formation. It is also a comprehensive policy measure specifically
constructed so as to encompass effectiveness in the most significant domestic
policy areas. The UNDP’s Human Development Index, in contrast, by meas-
uring effectiveness only in the areas of health, education, and income indi-
cators, limits itself to a few aspects of economic and social policy. This is also
why it can differentiate between developing nations but is not sensitive
enough to discriminate between highly developed nations in the fashion
general political effectiveness can: the latter is both a broader and more
differentiated index with respect to the individual policy areas.

Diener (1995) calls summary QOL indices that allow for differentiation
between developing nations ‘basic’, and those measures that can discriminate
between highly developed nations ‘advanced’. By this perspective, the Human
Development Index is a ‘basic’ and our general political effectiveness measure
is an ‘advanced’ index. Put differently, our index can be seen as a further
development of the Human Development Index that is applicable to highly
developed industrial countries. That the level of general effectiveness is not
set relative to normative goals, as is true of the Human Development Index,
but relative to empirical referents, can be seen as one essential feature of an
‘advanced QOL index’. In highly developed countries, it is no longer a matter
of reaching normative minimum standards but rather of relative effective-
ness vis-a-vis the best performer.

SUMMARY

Previous studies and discussions of political performance have utilized an
extremely heterogeneous set of performance criteria. We have formulated a
concept of systemic political effectiveness and have differentiated it from
competing concepts. This aspect of performance is concerned with goals all
political systems are expected to realize, or put another way, with substantive
goals liberal democracies also have to pursue for their own societies.

The theoretical ‘Model for Evaluating the Effectiveness of Liberal Dem-
ocracies’ set out in this chapter included both a normative model and an
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empirical-analytic concept of political effectiveness. The normative model
included five criteria for assessing effectiveness in democracies: (a) inter-
national security, (b) domestic security, (¢) socio-economic security and
socio-economic equality, as well as (d) environmental protection. All are
political goods, which is to say these are goals that guide what political actors
do, that reflect the needs or demands of citizens, and that citizens expect from
their governments. The empirical-analytic concept, elaborated in terms of
models of effectiveness specific to the four domestic policy criteria, intends to
establish a systematic relationship to empirically observable phenomena. To
do this, goals were differentiated ‘vertically’ in the sense that general criteria
of effectiveness in each policy area were disaggregated into individual com-
ponents that were in turn assigned indicators. A total of fourteen indicators
for measuring political effectiveness in the twenty-one western democracies
examined in the period from 1974 to 1995 could be established (see Figure 2.3
and Table 4.1). In addition, two aspects of the ‘horizontal’ relationship
between effectiveness criteria could be specified. Theories and hypotheses
regarding the relationship between individual dimensions of performance
formed one part, at the centre of which stood propositions of conflict or
compatibility between economic and social policies as well as between the
economic and environmental policies. Another part was to develop a general
typology of political effectiveness that included all the relevant policy areas,
and that differentiates between the best and worst possible cases as end
points, and three ideologically defined types lying between them: sustainabil-
ity, classical social democracy, and libertarian. Finally, we developed a
concept of general political effectiveness that encompassed the specific policy
areas; the corresponding index, unlike the popular Human Development
Index, may be regarded as a summary QOL index for developed industrial
societies.

Thus, four different empirical dimensions of effectiveness have been devel-
oped: policy-specific (or specific) effectiveness, general political effectiveness,
the relationship between effectiveness in individual policy areas, and a typ-
ology of political effectiveness. The last two refer to the structure of political
effectiveness. These four dimensions define the object of our investigation
and technically constitute the dependent variable(s) of the analysis.

The empirical analysis of the level and development of these four dimen-
sions in western democracies since 1974 is the focus of Chapter 4. Three
questions guide our analysis, and they derive from the discussion of theories
of globalization, ungovernability, and legitimation crisis with which we
began. Has general effectiveness, as well as specific effectiveness, declined
since 1974? Have conflicts between goals, particularly between economic and
social policy, and between economic and environmental policy, increased?
What broad policy patterns have developed in individual nations, and how
have they developed?
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A widespread current thesis holds that political institutions decisively
shape political effectiveness. In Chapter 3 we develop a model for explaining
the performance of liberal democracies, and analyse the status and the
influence political institutions have on these four dimensions of political
effectiveness.



3

A Model for Explaining the
Performance of Liberal Democracies

Do political institutions have an influence on political effectiveness? This is
the empirical question that lies at the heart of our study. To address it, we
need an explanatory model capable of identifying both the relevant institu-
tional characteristics and the competing, non-institutional factors that may
have an impact on political effectiveness. One can only satisfactorily answer
the question whether political institutions play a role if other potentially
relevant political and non-political determinants can be controlled for in
the empirical analysis.

Existing models used to explain political performance in the comparative
research on democracy tradition (Powell 1982; Putnam 1993; Lijphart 19994)
inadequately address these issues. They focus primarily on political institu-
tions and neglect other factors such as political actors that are necessary to
explain political actions and its consequences (Schmidt 2000a: 347; Armin-
geon 2002: 89-92). Comparative public policy models, on the other hand, are
more comprehensive in this regard (Schmidt 1993), as they take political
actors, political institutions, and non-political factors into account, but they
ordinarily do not address the interaction between actors and institutions
explicitly. Such models in any case are usually trying to explain state activ-
ities (or outputs), not political performance. It is true that conceptualizing
the interaction between political actors and political institutions is the focus
in the new institutionalism, the veto player approach in particular (March
and Olsen 1984; Immergut 1992; Tsebelis 2002). But here the problem is that
other potential explanatory factors are not taken into account. Some pro-
ponents of this approach also narrow the dependent variable and only
address policy change. Hence, none of the existing models satisfactorily
explain political performance.

A further problem lies in how the term ‘political institution’ is understood
in the existing models, and in particular, how different arrangements of
political institutions are conceptualized. The most often used concept is
Lijphart’s (1984, 1999a) typology of majoritarian and consensus democra-
cies, together with its executives—parties and federal-unitary subdimensions.
Though it is comprehensive with respect to the number of structural charac-
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teristics included, and though it describes basic variations of informal and
constitutional structures, serious theoretical and measurement problems
exist regarding both subdimensions.

In addition, the typologies and indices of democratic constitutional struc-
ture derived from veto player theory became more important (Huber et al.
1993; Colomer 1996; Schmidt 1996, 2000a; Fuchs 2000). Though these
typologies are less problematic than Lijphart’s in terms of theory and meas-
urement, they are limited to a single aspect of democratic structure, namely
the constitutional dimension Lijphart calls federal-unitary (Fuchs 2000: 40;
Schmidt 2000a: 351). This is a grave disadvantage for our own explanatory
purpose, as Lijphart (19994) claims to have found systematic empirical
relationships between political performance and the second executives—par-
ties dimension. Some scholars have tried to link and integrate Lijphart’s
work on majoritarian and consensus democracy with the veto player analysis
of democratic constitutional structure (Armingeon 1996; Birchfield and
Crepaz 1998; Fuchs 2000; Schmidt 20004). But to date, no unified con-
cept—one with a precise operationalization and measurement of the infor-
mal and the constitutional dimensions, the two relevant structural aspects of
democracies—has yet been suggested.

Given this state of research, the goal of Chapter 3 is to develop an
‘integrated model for explaining the performance of democratic institutions’
that is derived from the three research traditions noted earlier. This explana-
tory model should meet three criteria. It should include a precise and well-
founded conceptualization and measurement of the relevant democratic
structures; it should identify the most significant political and non-political
factors, beyond the political institutions themselves, that explain political
performance; and it should employ a coherent approach that makes it
possible to assess the theoretical significance of individual explanatory fac-
tors and how they interact. This last desideratum is meant to ensure that
individual factors are not just named and simply added together. Such a
procedure, widely used in comparative public policy research and in the
comparative research on democracy, can be dubbed ‘variables political sci-
ence’, much like the term Esser (1987) coined to describe a certain form of
sociological analysis.

First, the explanatory models from the three aforementioned research
traditions will be discussed with respect to the object being explained, the
explanatory factors, and how they are thought to work. Second, the charac-
teristics relevant for explaining political performance are extracted from
these three models, partly reformulated and made more precise, and then
integrated into an inclusive model for explaining the performance of demo-
cratic institutions. The institutional arrangements relevant for explaining
political performance are stated as: («) the constitutionally and formally
defined ‘governmental system’, as well as (b) ‘the relationship between
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governing and opposition parties’ that is defined by informal rules. Indica-
tors for measuring these two institutions are critically reviewed and some new
indices are suggested. The theoretical approach of rational choice institu-
tionalism and its explanatory factors are then discussed. Following this,
I suggest hypotheses on the impact of the two institutions of democratic
governance on effectiveness. The chapter closes with a summary of the key
characteristics of the integrated model.

Though we are primarily interested in explaining effectiveness, this chapter
develops a general model for explaining performance. The current state of
research does not permit the development of explanatory models for this
specific performance dimension. For pragmatic reasons it seems more sens-
ible to start from a general model and to subsequently enhance it as needed
with the help of performance-specific explanatory factors.

EXPLANATORY MODELS USED IN
COMPARATIVE POLITICAL RESEARCH

Each of the three relevant research traditions—comparative research on
democracy, comparative public policy, and the veto player approach—have
developed multiple, and differing, explanatory models that can be inter-
preted as models for explaining political performance. Below we describe
only those models that display the following characteristics: a claim to
explain political performance, particularly in terms of outcomes, and a
focus on the effects of narrowly defined political institutions. As the concept
of political institutions will be more precisely detailed later, we begin with
a provisional and negative definition that excludes institutions that go
‘far beyond governmental structures and even political parties to include
things as diverse as the structure of labour-capital relations and the position
of a nation within the international economy’ (Weaver and Rockman 1993:
8, fn. 16).

Comparative Research on Democracy

Although the explanation of differences in political performance is an ori-
ginal goal of comparative research on democracy, neither an integrated nor a
satisfactory explanatory model has emerged yet. The only characteristic
common to the three most important models in this tradition developed by
Powell (1982), Putnam (1993) and Lijphart (19994) is the central importance
all accord to the arrangement of democratic institutions. They differ over
which factors are thought to matter in addition, and the selection of factors
in turn depends upon the question being pursued in the respective study.
Lijphart’s explanatory model is the simplest. Institutional settings take the
centre stage, containing ten different structural characteristics (formulated as
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dichotomous contrasts) that form an informal and a constitutional cluster.
For specific empirical analyses he takes into account three factors, the level
of economic development, the degree of societal division, and the population
size. The arguments for including these factors, that merely function as
control variables, are not much elaborated and are based on simple plausi-
bility: economic performance is ‘potentially important’, controlling for vio-
lence is important ‘because deep divisions make the maintenance of public
order and peace more difficult’, and the influence of population ‘must be
checked...if only because our democracies differ widely in this respect’
(Lijphart 1999a: 262).

Putnam has developed a much more comprehensive model. Beyond polit-
ical institutions—that in his study design needs to be held constant—two
‘broad possibilities’ might exert influence: socio-economic factors like socio-
economic modernity and socio-cultural factors like the development of ‘civic
community’, by which he means ‘patterns of civic involvement and social
solidarity’ (1993: 83). Putnam is particularly interested in the influence of
long-term cultural factors on political performance.

Powell (1982) has also developed a relatively elaborate model. His focus is
on the ‘constitutional design’, by which he means three constitutionally
defined structural characteristics of political institutions, that he tends to
analyse separately: the relationship between legislature and executive, the
electoral system, and federalism. Both social (population size) and economic
(Ievel of development) conditions are regarded as contexts for these institu-
tional factors. Particularly noteworthy is his inclusion of the party system as
an additional, fourth factor in the model. If one defines structure to include
not just constitutional but also informal elements, then this additional ex-
planatory factor can be interpreted as informal structure.

Figure 3.1 integrates the most significant explanatory factors from these
three suggestions—political institutions, socio-economic modernity, and
socio-cultural factors—into a common model. Though each study concep-
tualizes it differently, the object to be explained each time is political per-
formance. The central explanatory factor for both Lijphart (1999a4) and

Socio-economic

modernity \
Political Political

institutions performance
Socio-cultural /

factors

FIGURE 3.1. The explanatory model in comparative research on democracy
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Powell (1982) is the arrangement of political institutions, which they define
comprehensively to include both constitutional and informal structures. The
additional non-political (socio-economic and socio-cultural) factors, that are
conceptualized as context for the institutions, are all macroanalytic variables.
So the most important characteristic of the key explanatory model developed
in this research tradition, is that it is a purely macroanalytic model. Or put
another way, political actors, and in particular ruling governments, are given
no independent significance for political performance. Given that political
performance refers to outcomes or results of political action, this seems
questionable (Schmidt 2000a: 347). At least some analyses of political per-
formance conducted in this research tradition include political actors as an
explanatory factor (e.g. Birchfield and Crepaz 1998). But they instead made
reference to explanatory models used in comparative public policy research,
to which we next turn.

Comparative Public Policy

Comparative public policy research employs two very different models. The
major model has been suggested in the tradition of analytically separating
explaining factors. It is directly linked to the aforementioned explanatory
model used in comparative research on democracy. Due to its centrality, it
will be called the standard explanatory model of comparative public policy.
A complementary, but secondary, model stands in the tradition of integrated
nation-based explanations that emphasize the explanatory importance of
culture and history. Castles (1993, 1998a), its major proponent, argues that
such factors cannot be encompassed using the disaggregating methods of the
standard model. Instead it can only be grasped by distinguishing between
‘families of nations’.

The standard explanatory model

The first phase in the development of this model was shaped by functionalist
approaches that emphasized economic and social factors, such as wealth or
the age of the population, and downplayed the importance of political
variables (Wilensky 1975). Only later were political factors more taken into
account. Initially, the question was what effect political parties, and in
particular governing parties had (Castles 1982). With the rise of the new
institutionalism in political science, the question ‘Do parties matter?” began
to be replaced by the question ‘Do (political) institutions matter?” (Huber et
al. 1993; Schmidt 1997a). Economic and social factors, the role of parties,
and the role of institutions were gradually integrated into a more compre-
hensive explanatory model, so that by now it includes at least two political
(governing parties and political institutions) and several other non-political
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(socio-economic) explanatory factors. This model has shown itself to be
robust in comparative analyses of economic and social policies.

At first glance, this model does not seem that different from the model
employed in comparative research on democracy (see Figure 3.1). To be sure,
the socio-cultural dimension is not included. But the only other obvious
difference is to also take political actors, in this case governing parties, into
account. Yet the differences are far more fundamental and far-reaching.

First, in the case of the public policy model each major explanatory factor
is part of an independent theory, implying justifications and conceptualiza-
tions of the factors as well as the deduction of corresponding hypotheses
(Schmidt 1993). Following the socio-economic theories of public policy (e.g.
Wilensky 1975), state activity is primarily a reaction to social and economic
developments and problems (Schmidt 1993: 373). Following partisan theory
(e.g. Hibbs 1977), state activity is primarily shaped by differing policy pref-
erences among ruling parties, themselves reflecting differing preferences of
their respective electorates. This theory thereby explicitly establishes a rela-
tionship to voters’ policy preferences. Following the political-institutional
theory (e.g. Huber et al. 1993), state activity is shaped by institutions of
opinion formation, decision-making and voting on the one hand, and by the
strategic actions of individual and collective actors on the other (Schmidt
1993: 379).!

Second, at least some public policy researchers (e.g. Schmidt 1993) have
suggested general conceptualizations that place individual explanatory fac-
tors into a coherent framework. This integration is possible by interpreting
the set of explanatory factors from the perspective of the government. Thus,
socio-economic factors, such as the aging of a population, indicate challenges
or problems that need to be addressed or resolved by government, or that
point to resources, such as wealth, that can be utilized in or for political
action. Political parties stand for the choice between various policy alterna-
tives, and institutions provide either constraining or facilitating conditions
for the actions of government.

Schmidt, in a work on partisan theory (1996), has formulated this inte-
grated perspective into a ‘theory of interaction between governing parties
and the constitutional structure’. The ruling government with its ideologic-
ally-based policy preferences stands at the centre of his theory. Its prefer-
ences, reflecting voters’ electoral preferences, are dependant on the party
composition of government. The scope of action that is open to government
is determined by the constitutional structure that sets the level of institutional
constraint. More specifically, institutional constraints define not only how

! Schmidt has argued that there is a fourth theory that addresses the power resources of
organized interests, but because this at least partly overlaps with partisan theory (see Huber et al.
1993) it is not separately considered here.
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many but also which constitutional institutions need to agree to executive
and legislative decisions. If the constitutional structure places no barriers, a
ruling government can assert its interests with relative sovereignty. To the
degree to which institutional barriers exist, governments must negotiate with
other actors and find compromises. The constitutional structure itself deter-
mines whether a ‘radical policy change’ will be promoted or inhibited
(Schmidt 1996: 175). The fewer the barriers are that a government faces,
the greater the likelihood of radical policy change or political reform (Huber
et al. 1993: 721).

Third, the object being explained is different. The interest in the compara-
tive research on democracy is to explain political performance, that is, the
result of political action, while public policy research wants more to explain
policy outputs. This is due to the latter focusing on actors, as all they can
directly control are their own actions or outputs. However, different research
practices have evolved here. In light of the limited ability to control out-
comes, a few public policy researchers deliberately only analyse outputs (e.g.
Schmidt 1996, 1997b). Most researchers, though they recognize that outputs
do not always directly lead to intended results (Castles 1998a: 10), neverthe-
less fail to use any specific explanatory model to analyse outcomes. This
practice is clearest in comparative economic policy research, where outcomes
such as unemployment and inflation rates have long been analysed without
being aware of their problems (Hibbs 1977; Alvarez et al. 1991). Since
outcomes are only controllable to a limited extent, one should assume that
the relationship between explanatory factors and outcomes is less stable than
that between explanatory factors and outputs (Scharpf 1989: 149). One
answer to this potential discrepancy is to bear that in mind when interpreting
the empirical results (Castles 1998a: 10). But it is presumably more appro-
priate to expand the explanatory model to include causal linkages between
characteristics of environments, outputs, and outcomes (Scharpf 1989: 149).
However, this presumes relatively accurate knowledge of the factors influen-
cing the relationship between outputs and outcomes.

Fourth, international factors have long played a role in explanatory models
of comparative public policy in a fashion that they have not in comparative
research on democracy. This has long been true in the explanation of eco-
nomic policy outcomes (Cameron 1978) and the size of government. The
interest has generally focused on the openness of the economy, or the degree
to which a national economy is integrated into an international market. This
dimension normally is measured by foreign trade indicators (Cameron 1978),
though more recently also by capital mobility (Garrett 1998). Even when a
study is not explicitly interested in the effects an open economy has on
national politics (Cameron 1978; Garrett 1998), then this explanatory factor
is typically used as a control variable (Alvarez et al. 1991; Huber et al. 1993).
The inclusion of an international factor in the explanatory model is justified
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with the argument that increasing dependence on external economic devel-
opments limits the ability of national governments to steer their own policies.
This view has become more widespread in the context of the economic
globalization discussion (Garrett 1998), though without leading to a theory
of its own up to now (Schmidt 1993).

Figure 3.2 summarizes the standard explanatory model in comparative
public policy, listing its explanatory factors as socio-economic modernity,
political institutions, political (governing) parties, and international factors.
The most important characteristic of this model is that not just macroanaly-
tic factors are taken into account but also political actors, in this case
governing parties. But many empirical studies do not assign governing
parties a prominent role, and just as depicted here, it is simply placed
alongside other explanatory factors.

In the more elaborated versions of the standard model (as in Schmidt 1993,
1996), this is not the case. Instead, the entire sphere of action is conceived
from the perspective of the government and its ability to carry out its policies.
Only with the help of such an approach can we go beyond merely listing
potential factors to a level of conceptualizing how factors might interact with
one another, and thereby derive working hypotheses. But while Schmidt
moves in this direction, his interpretation of the interaction of individual
explanatory factors is based on plausibility rather than on a general theoret-
ical approach like that provided by rational choice institutionalism. In his
model, as in many other comparative public policy models (e.g. Huber et al.
1993), only constitutional structures are included; informal structures are
ignored. Here the veto player approach employed in the new institutionalism
can help. Its broad definition of institutions encompasses both constitutional
and party-related characteristics, and it also tries to be more precise about
the interaction between political actors and political institutions.

Two questions remain open in developing an integrated model for explain-
ing the performance of democratic institutions. One is which factors need to
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FIGURE 3.2. The standard explanatory model in comparative public policy research
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be included in order to turn a model primarily developed to explain outputs
into one that can explain outcomes. The other is to discuss the effects of
increasing international integration.

The families of nations concept

Castles (1993) has criticized the standard model for neglecting factors such as
culture and history that may be just as influential as social, economic, and
political determinants. To identify these factors he suggests a complementary
‘families of nations’ approach. These families are defined ‘in terms of shared
geographical, linguistic, cultural and/or historical attributes’ (Castles 1993:
xiii). Commonalities between nations that share such attributes can lead to
similar policy patterns arising through different mechanisms. A common
culture and a common language may make it easier, for example, to com-
municate policy ideas between elite and mass and between different nations.
Alternatively, similar institutional structures may aid or hinder policy solu-
tions, and previous imperial rule may continue to shape institutional, eco-
nomic, social, and political developments.

Among the OECD nations, Castles thus finds four families of nations, and
the nations and features they share may be seen in Table 3.1. Switzerland and
Japan, though modern western democracies, cannot be clearly assigned to
any of these families. While Switzerland shares some commonalties with
other German-speaking nations, it constitutes a special case in Continental

TaBLE 3.1. Families of nations

Family of nations Nations Common features [sub-groups]

Australia, Canada,
Ireland, New Zealand,

English-speaking Language; political and legal traditions

due to historical ties to Great Britain

Scandinavian
(nordic)
Continental

Western
European

Southern
European

Special cases

the USA

Denmark, Finland,
Norway, Sweden

Austria, Belgium,
France, Germany,
Italy, the Netherlands

Greece, Portugal, Spain

Switzerland, Japan

[European colonies in the New World and
others]

History; legal traditions; language (except
Finland)

History of dynastic connections; culture
(particularly religion); policy diffusion
due to similarity; charter members of the
European Community (except Austria)

[German-speaking nations and others]

Ancient culture of the Mediterranean;
delayed economic, social, and political
modernization

Source: Castles (1998a: 8-9).
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FiGure 3.3. Families of nations as an explanatory model

Western Europe; Japan is quite unique as it belongs to an entirely different
cultural zone or civilization (see Huntington 1996: 45).

The heart of the families of nations concept is that ‘history leaves a legacy
of ideas, customs and institutions—in sum, a culture [author’s emphasis]—
that influences the present behaviour of those who shape the policies of the
state and those who make demands of the state’ (Castles 1993: xvi). So such
families constitute homogeneous cultural units. The explanatory model
underlying this approach is presented graphically in Figure 3.3. Culture
determines the development of national institutions and the policy orienta-
tions of political actors, whether politicians or citizens. Institutions and
policy orientations thereby together influence political decisions (outputs)
that lead to particular results (outcomes). As in the standard model, it is
outputs that are to be explained, and it is assumed that these are transformed,
more or less, into corresponding outcomes. This model bears many similar-
ities to nation-specific models like that of ‘American Exceptionalism’ (Lipset
1996), with the major difference that the family of nations concept by
emphasizing cultural commonalities and differences between nations, thus
provides a means to identify cultural explanatory factors.

The two comparative public policy models in fact follow different logics. In
the standard model, national configurations are separated into individual
components following the tradition in comparative research of disaggregating
explanatory factors. In the family of nations concept, national configurations
are given ‘proper names’ (Przeworski and Teune 1970). Due to this difference
in logic, itis only possible to investigate these two models in discrete, separated
steps. Since we are primarily interested in identifying the impact of political
institutions on performance, the theoretical and empirical analyses we present
here derive from an explanatory model that separates out individual explana-
tory factors. It follows the disaggregating tradition much as the standard
model does. The family of nations concept, by contrast, is used for describing
the level, development, and structure of political effectiveness. It allows for an
assessment of the extent to which effectiveness in western democracies is
influenced by cultural factors. This heuristic has the added advantage that it
is then possible to structure the descriptive analysis of the twenty-one inves-
tigated nations in a theoretically meaningful manner.
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The Veto Player Approach

Many different models for explaining the impact of political institutions have
been suggested by those pursuing the new institutionalism. We limit our-
selves here to the veto player approach? (Immergut 1992; Tsebelis 1995,
2002), because immediate linkages can be made to the models offered by
the other research traditions we have just discussed. This becomes especially
evident when some authors working in these other traditions explicitly refer
to veto player theory (Huber et al. 1993; Schmidt 1996, 1998«; Birchfield and
Crepaz 1998; Lijphart 1999a4; Wagschal 19994; Fuchs 2000; Crepaz 2001).
Huber et al. (1993), for example, develop an Index of Constitutional Structure
in explicit reference to Immergut’s theoretical considerations (1992). Both
Lijphart (19994¢) and Crepaz (2001), following Tsebelis (1995), have reinter-
preted the executives—parties and federal-unitary subdimensions into meas-
ures of institutional and partisan veto points. Lijphart (1999a: 5) has
meanwhile decided that it is more appropriate to refer to these subdimen-
sions as ‘joint responsibility/joint power’ and ‘divided responsibility/divided
power’, while Birchfield and Crepaz (1998) suggest calling them collective
and competitive veto points. The linkage is based on the fact that the
arrangement of national political institutions stands at the heart of the veto
player approach. They are regarded in the traditional political science terms
of the separation of powers (Fuchs 2000).

Immergut (1992) and Tsebelis (1995, 2002) are the best known proponents
of the veto player approach. In principle, one can also assign Weaver and
Rockman’s (1993: 31) decision-making theory to this approach as they place
the national decision-making system at the core and analyse ‘institutional
features. .. [that] tend to diffuse power and add veto points’. However,
Weaver and Rockman do so largely in order to compare parliamentary
and presidential systems. So we will limit ourselves to the more general
approaches Immergut and Tsebelis employ to understand institutions and
the interaction between actors and institutions.

Immergut articulated her veto point concept in the context of a compara-
tive study of health policy. She was interested in explaining how and why
certain policy choices are made. Her particular question was to what extent
different interest groups in individual nations were able to realize their
preferences in the crafting of health policy. In her view, the political deci-
sion-making structure is shaped by an institutional configuration that com-
bines ‘de jure constitutional rules’ with ‘de facto electoral results’ (Immergut
1992: 27). Constitutional rules fix the mode of election and the power granted
to representatives. The constitutional rules are seen from the perspective of
executive autonomy. They determine to what extent the executive can act

2 The terms “veto player’ and ‘veto points’ are used synonymously in what follows.
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independently of the representatives in other ‘arenas’ such as the legislature,
the courts, and the electorate (Immergut 1992: 26). She distinguishes between
unilateral executive decisions, decisions requiring parliamentary support,
and decisions (such as referenda) where voters must assent. The de facto
rules that result from elections and the party system, define the distribution
of votes within various institutions. The effective power of the executive, as
well as the dynamics of the relationship between executive and legislature, is
thus dependent on the party composition of the ruling government and the
parliament, and on the existence of a stable parliamentary majority support-
ing the executive. The de facto rules are non-constitutionally defined rules,
though Immergut (1992: 27) points out that many of the rules that follow
from election results or that come out of the party system are based on formal
electoral laws.

The central actor in this veto player concept is thus the government. Its
ability to pass laws is dependent upon whether, or how many, veto (or
decision) points the institutional configuration provides, that is, at which
points or by whom a governmental proposal must be ratified or can be
rejected. The number of veto points is determined partly by constitutional
rules, as they establish the political ‘arenas’ in which decisions must succes-
sively be addressed. They are also determined in part by electoral results, as
these fix the partisan composition within these arenas. From the point of
view of the executive, veto points are ‘points of strategic uncertainty where
decisions may be overturned’ (Immergut 1992: 27). This institutional config-
uration, with its various veto possibilities, forms the political context in
which various actors move, and it offers incentives and places constraints
on its strategies and tactics. It also defines the power that interest groups
(Immergut’s subject) possess, as veto points determine where interests can
threaten or intervene.

Tsebelis starts from the assumption that institutions differ in their ability
‘to produce policy change’ and develops his veto player concept accordingly.
The object to be explained is not Immergut’s ‘policy choices’ but rather a
particular category of political decisions: the ability to decisively respond to
important political problems (Tsebelis 1995: 293-4). Tsebelis (1995: 301) also
describes the decision-making structures from the point of view of the veto
players, that is, from those collective and individual actors whose consent is
necessary before a policy can be changed. The number of veto players
determines the degree to which power is dispersed, and the more veto players
there are, the less flexibility or ability there is to change policies.

Tsebelis (1995: 302) also differentiates between institutional and partisan
veto players. The number of institutional players is set by the constitution,
and Tsebelis is particularly interested in two structural characteristics:
the regime type (parliamentary versus presidential) and the legislative system
(unicameralism versus bicameralism). The number of partisan veto players is



88 Model for Explaining Performance

set ‘endogenously’ by the party system and the governing coalition in a
nation; Tsebelis is interested in the parties that form the ruling government.
Tsebelis gives particular importance to the counting rules for determining the
number of veto players in a given political system. He has described the
counting procedure to be used as follows: ‘1. identify and count the institu-
tional veto players; 2. replace institutional veto players by multiple partisan
players if there are stable majorities; 3. apply the absorption rule and elim-
inate redundant veto players’ (Tsebelis 2000: 450).

The logic of these rules can be illustrated with respect to Germany (Tse-
belis 1999: 593). The German system is characterized by bicameralism (a). A
stable majority in the lower house usually exists that supports a coalition
government comprised of two parties (), thus there are two veto players. If
the same majority exists in the upper house as in the lower house (e.g. a
CDU/CSU-FDP coalition government in the lower house, and a majority of
CDU-governed states in the upper house), then there are still two veto
players. If the upper house has a different majority (e.g. there is a majority
of SPD-governed states in the upper house), then there are three veto players
(¢). Hence, the counting rules begin with the governing parties and only later
are other institutional veto players added. One can interpret this to mean the
executive is the central actor.

Tsebelis (1995) also takes the ideological orientation of the veto players
into account. This can be seen in the absorption rule, according to which two
institutional veto players (such as two chambers) are counted as one if both
chambers have similar party majorities. Not only ideological cohesion within
veto players is regarded as a factor but also ideological congruence between
them. As a result, Tsebelis proposes three hypotheses: (a) policy stability in a
political system increases with growing numbers of veto players; (b) policy
stability decreases as the congruence between veto players grows; and (c)
policy stability increases as the internal cohesion of the veto players improves
(Tsebelis 1995: 313).

Though Immergut and Tsebelis come from different research traditions—
Immergut from historical institutionalism (Hall and Taylor 1996) and Tse-
belis from formal decision theory—the formulations are parallel. Both con-
centrate on the decision-making structures and assume that institutions
decisively shape these structures. Institutions in turn are defined as rules,
they include both constitutionally determined and partisan rules, and these
rules authoritatively set the context for executive decisions. At heart, there-
fore, the veto-player approach is a decision-making model. The most im-
portant difference is that while Immergut wishes to explain ‘policy choices’ or
‘policy outputs’, Tsebelis limits himself to explaining ‘policy change’.

Figure 3.4 illustrates the explanatory model of these two approaches.
It indicates that governments interact with institutional contexts and this
interaction leads to political decisions (Immergut 1992) or policy changes
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FIGURE 3.4. The explanatory model of the veto player approach

(Tsebelis 1995, 2002). A simple mechanism is assumed: With increasing
numbers of veto players, governments lose the ability to transform their
proposals into law (Immergut) or to respond to important political problems
with changes in policy (Tsebelis). Neither approach makes explicit reference
to the consequences or results of these political decisions. In the comparative
public policy tradition, both approaches quite clearly assume that these
decisions will, to a greater or lesser extent, lead to the intended outcomes.

Unlike the earlier two models, the veto player approach is a purely micro-
analytic (or action theory) model that places the actors in a decision-making
situation at the centre of the analysis. One characteristic trait of this ap-
proach is to starkly simplify and focus on the perspective of a single political
actor, namely the executive, and treat only one context as relevant, namely
the institutional configuration. The most important aspect of the latter is the
number of veto players. The apparent advantage of this simplification is that
one can derive a precise hypothesis from it: as the number of veto players
increases, the autonomy of the government decreases. One problem in so
focusing on the interaction between government and institutional context,
however, is that other potential influencing factors noted in the other models,
such as socio-economic modernity or international factors, find no place in
this decision-making model.

A second characteristic trait is the broad conceptualization of political
institutions that includes both constitutionally defined and partisan rules.
This theoretical distinction is directly connected to dimensions used in the
comparative research on democracy, as in Lijphart’s differentiation between
federal-unitary and executives—parties dimensions. Given the significance of
this distinction, it is incomprehensible why it plays no role in Immergut’s and
Tsebelis’s analyses, and indeed why they fuse the two dimensions together
again. The confounding is clearest in Tsebelis’s counting rules, in which
partisan and institutional veto players are summed together equally into a
single measure.

Both approaches are based at least implicitly on the premise that institu-
tional and partisan rules work in the same manner. That means above all that
they have the same effect on decisions. Yet this cannot be assumed blindly.
A number of studies in the comparative research on democracy tradition have
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tried to describe how decision-making processes between partisan veto players
within a constitutionally defined institution differ from decision-making pro-
cesses between different constitutional veto players (Armingeon 1996; Birch-
field and Crepaz 1998). A further problem lies in Tsebelis’s absorption rule in
which, when the same majorities exist in two different institutions, one is
eliminated. The questionable assumption is that one can only expect an inde-
pendent effect on decisions when the majorities differ between two institutional
veto players. It ismore commonly the case, in fact, that different constitutional
veto players have independent power bases and sources of legitimation, mak-
ing veto players not identical even when party majorities are identical. In
Germany, for example, the upper house represents the individual German
states. Their interests are not a priori congruent with the interests represented
in the lower house, when lower and upper house are dominated by the same
parties. By Tsebelis’s rule, however, if majorities are identical in both houses,
then the upper house is not counted as an additional veto player.

In sum, one can say that the veto player approach either negates the
important distinction between institutional and partisan rules, or skews it
to the benefit of partisan rules. We regard it, first of all, as an empirical
question whether institutional and partisan veto players are in fact function-
ally equivalent with respect to their impact on political decisions, or whether
they in fact exert different impacts. For the purposes of our analysis we
conclude to separately conceptualize, measure, and empirically investigate
both dimensions.

A third trait of the veto player approach is that it places explicit emphasis
on searching for and conceptualizing institutional effects. This may be traced
back to the fact that the approach is part of the new institutionalism whose
goal is to identify institutional effects. Immergut’s decision to select ‘policy
choice’ as a dependent variable stands in the comparative public policy
research tradition. This is not true of Tsebelis’s choice to focus on the
narrower question of ‘policy change’. In an effort to enhance the value of
what is in fact a limitation, he gives the ability of the political system to react
effectively to fundamental problems a near-existential significance (Tsebelis
1995: 293-4). The high hopes one has that Tsebelis will provide an analysis of
the broad spectrum of effects political institutions have are dashed by his
narrow conceptualization.

This narrow conception, however, hides a much more fundamental prob-
lem. A basic hypothesis of decision-making theory is that with an increasing
number of participating actors the range of interests represented in the
decision-making body increases but, at the same time, their decision-making
ability declines; the status quo, in short, is preserved (Buchanan and Tullock
1962; Sartori 1987: ch. 8). By this token, Tsebelis has—with much effort—
only formally recast one of the basic propositions of decision-making theory:
his core hypothesis is that the participation of many veto players leads to
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‘policy stability’. So while this is a fundamental criticism of Tsebelis’s concept
of veto players, it also introduces the sceptical note that one should not
expect any effects to emanate from political institutions that go beyond this
fundamental proposition of decision-making theory.

AN INTEGRATED MODEL FOR EXPLAINING THE
PERFORMANCE OF DEMOCRATIC INSTITUTIONS

Our discussion has indicated that though political performance is an original
concern of the comparative study of democracy, it has thus far only crafted a
rudimentary explanatory model. A more complete model necessitates bor-
rowing elements from allied fields such as comparative public policy, and
from the veto player approach used in the new institutionalism. But signifi-
cant questions remain about the basic theoretical approach, the explanatory
factors, how political institutions are conceived, and how political institu-
tions are thought to influence performance.

The more elaborated explanatory models of public policy research de-
scribe the connection between individual factors, using aspects borrowed
from rational choice institutionalism (Koelble 1995; Ostrom 1995; Hall and
Taylor 1996). This theoretical approach has not, however, been pursued
further by these authors. Comparative public policy has developed the
most comprehensive model with respect to the explanatory factors, but leaves
two questions open. In terms of international factors, it remains to be
clarified what consequences increasing economic globalization has on per-
formance. And there should be a discussion whether and which additional
factors need to be included in the model to explain outcomes. There is
convergence between the comparative study of democracy and the veto
player approach with respect to political institutions. Both draw a distinction
between constitutional and partisan structures, though neither provides a
theoretical foundation of the type of rules that underlie these two dimen-
sions. Finally, as for the impact of political institutions, at least in Tsebelis’s
version the veto player approach focuses on explaining ‘policy change’,
which leaves open what other impacts political institutions are expected to
have on performance beyond this.

We develop an ‘integrated model for explaining the performance of demo-
cratic institutions’ to try to address these open questions. First, two institu-
tions of democratic governance are posited: the constitutionally defined
‘governmental system’ and the ‘relationship between governing and oppos-
ition parties’ defined by informal rules. Existing indicators to measure these
two institutions are then discussed, wherein Lijphart’s executives—parties
index that is meant to measure informal democratic structures shows itself
to be particularly problematic both for conceptual and measurement
reasons. For that reason, we propose alternative indices to measure this
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informal dimension. Then we turn to the theoretical approach used in
rational choice institutionalism, and specify the most important non-institu-
tional explanatory factors for performance. We conclude by formulating
hypotheses about the influence these two institutions of democratic govern-
ance have on effectiveness. To formulate the integrated model we rely on the
explanatory models discussed above.

It is worth restating here what purpose this explanatory model is meant to
serve. Our study of the performance of liberal democracies is intended to
provide empirical evidence for or against the common assumption that
democratic institutions have an impact on performance. The assumption is
attractive because if true, it promises simple and expedient solutions to
political problems. If political institutions are unambiguously connected to
particular levels of performance, then politicians would only have to change
institutions to resolve a political problem. This common assumption has two
implications for our explanatory model. Those arrangements that build the
‘constitutional design’ of a democracy stand at the heart of the model, as only
they can be ‘intentionally shaped’ (Fuchs 2000: 34). Only by identifying and
holding constant the important non-institutional determinants will it be
possible to clarify which impact democratic institutions have on perform-
ance. The goal of the model, however, is not to explain as best as possible
how political performance comes about.

Institutions of Democratic Governance

The conceptualization of the political institutions relevant to performance
proceeds in several steps. In a first step, we define political institutions and
describe the key institutional arrangements of liberal democracies with the
help of a typology developed by Fuchs (2000). Based on this typology we
identify two institutions decisive for political performance: the formal and
informal institutions of democratic governance. Second, discussion ensues of
the most frequently suggestions of types of democracies that are found in the
literature—parliamentary and presidential systems, consociational democ-
racy, and majoritarian and consensus democracies—to better specify where
our own efforts should be classified. In a third step, we describe the two
institutional dimensions more precisely with their central characteristics and
discuss their possible impact on political decision-making processes.

A definition and typology of democratic institutions

The interest in the origins and effects of political institution sharply increased
in the wake of the new institutionalism, an approach first associated with the
work of March and Olsen (1984). A commonly agreed upon definition of
‘institution’ has yet to emerge, however. Instead, various ‘schools of institu-
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tional analysis’, each working with quite different definitions, have formed
(Koelble 1995; Ostrom 1995; Hall and Taylor 1996). One can distinguish
these schools by whether they use narrow or broad definitions. That distinc-
tion is applied both to what is seen as ‘political’ and to what is included under
the term ‘institution’.

Beginning with institutions, the narrow view defines them as ‘rules of the
game’ that steer what actors do. A broader definition, of the kind March and
Olsen (1984) or Gohler (1994) have suggested, additionally incorporates
organizational structures, or normative, cultural, or symbolic elements that
could influence actors (Mayntz and Scharpf 1995: 42; Fuchs 1999: 162-3).
Such a broad definition often lacks analytical precision though it is not
usable here for a different reason: the thesis that political institutions differ
in performance is formulated in terms of the narrow view of institutions.
Fuchs (1999: 162) states the core of the narrow view: ‘institutions can be
defined as lasting rule complexes that steer the actions of individuals in such a
manner as to create regular patterns of interaction and by that constitute a
social order.” This view is particularly characteristic of rational choice insti-
tutionalism.

It is not only institutions themselves that are broadly or narrowly defined;
there are also different understandings of political institutions. While this
aspect is infrequently addressed, it is touched on in Weaver and Rockman’s
negative definition (1993: 8) that wishes to exclude ‘things as diverse as the
structure of labour-capital relations and the position of a country within the
international economy’ from the definition of institutions. Hall (1986: 19)
utilizes a broad definition of institution that explicitly includes rules ‘that
structure the relationships between individuals in various units of the polity
and economy’. This broad view of the political dominates in economic policy
analyses (Hall 1986; Alvarez et al. 1991; Scharpf 1991) usually encompassing
political as well as social and economic institutions. Such a broad definition
also makes it possible to include corporatist arrangements and collective
economic actors (like labour unions or peak employer associations) into
the analysis, as the assumption is that they exert decisive influence over
economic policy. If the interest is to provide a broad explanation for eco-
nomic policy decisions or their consequences (as the above mentioned
authors do), then it is certainly advisable to take these institutions of political
economy into account.

But such a broad concept of the political is out of the question for us since
we are explicitly interested in the performance of the traditional arrangement
of political institutions—what Weaver and Rockman call ‘governmental
structures’ or what Hall calls ‘polities’. Fuchs (1999, 2000: 31), making
reference to systems theory, defines the narrow meaning of the political as
‘the making and implementing of generally binding decisions’. By this
view, institutions of political economy are not part of political institutions
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narrowly understood. They do represent institutional arrangements that
might be relevant to the analysis of specific policies—accordingly, they can
be described as policy-specific institutions.

It follows that we thus work with a doubly ‘narrowed’ definition of
political institutions that can be defined in the following manner: ‘Complexes
of ... rules for action that fulfil a strategically significant function in the
context of the general function of the political system. This general function
rests on making and implementing decisions that are binding for societal
community’ (Fuchs 1999: 164). The strategic significance element included
here derives from Parsonian theory (Parsons 1971). It helps to ascertain
those rule complexes constitutive of the political system or needed for its
maintenance (thus for democracies, they would include the parliament, the
government, and the courts).

Fuchs (2000: 32-3) developed a typology of key institutional arrangements
of liberal democracy. It is based on a further differentiation of two essential
parts of the definition of political institutions, that is, functions and rules.
Following constitutional and democratic theory, the basic functions ad-
dressed in the definition can be subdivided between the selection of leaders
and the exercise of authority. Following Easton (1990), structures can be
differentiated into formal and empirical (or informal) structures. The formal
structure is ‘the legally binding and constitutionally defined rules that pre-
scribe how the two basic functions are to be translated into procedures’
(Fuchs 2000: 33), while the informal structure is guided by rules that arise
from interaction between actors and can thus be established empirically.
Informal structures differ from actions themselves in that they are defined
as relatively lasting constellations of participants that individual actors can
or must adjust to when they act.

Combining both dimensions, the 2 x 2 table (Figure 3.5) thus identifies the
most important institutional arrangements in liberal democracies. The basic
function of leadership selection is fulfilled through the formal structure of
the ‘electoral system’ (or right to vote) and through the empirical structure
of the party system. The ‘party system’ in turn is composed of individual

Structures
Formal Empirical
Exercise of Relationship between
authority Governmental system governing and
Basic opposition parties
functions )
L:ggce;i}ip Electoral system —t> Party system

Source: Fuchs (2000: 33).

FIGURE 3.5. Democratic institutional arrangements
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parties, the structure of the interactions between them, and their degree of
fragmentation. The basic function of the exercise of authority is fulfilled
through the formal structure of the governmental system and the informal
(empirical) structure of the relationship between governing and opposition
parties. The ‘governmental system’ in turn is defined by the institutions that
participate in collectively binding decisions and the relations between
these institutions. At the centre stand three structural characteristics:
(a) presidential or parliamentary regime types, (b) unicameral or bicameral
parliamentary systems, and (c) the federal-unitary dimension.* Finally, the
‘relationship between governing and opposition parties’ refers to the rules of
interaction which emerge between governing and opposition parties. It is
determined by the composition of government (one-party versus coalition
government) on the one hand and the parliamentary support for the govern-
ment on the other.

The main contribution of this typology is to deliver a theoretically justified
classification of the key institutional arrangements of liberal democracies. It
is significant for a number of reasons. First, the constitutional structure is
differentiated into two categories: the electoral system and the governmental
system. A number of authors (Huber et al. 1993; Tsebelis 1995) do not
explicitly separate electoral from governmental institutions and thus do not
keep apart two fundamentally different functions, the selection of leaders
and the exercise of power. Second, the non-constitutional dimension is
theoretically defined as informal rules that emerge from relatively lasting
constellation of participants. Because we differentiate basic functions, it is
also possible to separate the informal rules arising from the constellation of
parties that compete for leadership (party system) from the informal rules
that arise from the distribution of parties in keeping leadership roles (rela-
tionship between governing and opposition parties). Third, the causal arrows
in Figure 3.5 also indicate the relationship between formal and empirical
structures. Empirical structures are ‘fuzzier, more variable, and harder to
predict than constitutional structures’ (Fuchs 2000: 33). They are not only
decisively influenced by various societal factors but also by a constitutionally
defined institution, that is, the electoral system. This basic idea was already
present in Immergut’s veto player approach (1992; see also Lijphart 19994:
303). But here we can provide a causal path: The electoral system, interacting
with societal factors and mediated through the electoral results, determines
the party system that in turn influences the relationship between governing
and opposition parties.

3 For a further differentiation of constitutionally defined institutions into primary and
secondary structures see Fuchs (2000: 40). It is discussed in the section ‘Formal and informal
structures of democratic governance’.
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Based on this typology we can specify which institutional arrangements in
liberal democracies are decisive for political performance or the realization of
specific political goals through what political actors do. Such actions, fol-
lowing Figure 3.5, can be more precisely called the exercise of authority or
governing. They take place within the (formal) constitutional structures of
the governmental system and within the (informal) empirical structures that
determine the relationship between governing and opposition parties. Logic-
ally, therefore, an effect on political performance would have to come from
these structures involved in the exercise of authority, or in short, from the
institutions of democratic governance.

The basic assumption, we noted earlier, that democratic institutions have
an impact on performance was primarily based on ‘intentionally shaped’
constitutional structures (Fuchs 2000: 34). But in the explanatory model, it is
necessary to include the empirical (or informal) structures of the relationship
between governing and opposition parties in addition to the constitutionally
defined governmental system. It is widely held that the electoral system (or
right to vote) has an effect on political performance. But—at least following
Fuchs—that the connection is not direct: an effect of the electoral system on
performance can only be mediated through the relationship between govern-
ing and opposition parties. To assess the importance of elections for per-
formance, one therefore needs to analyse the direct effect of the relationship
between governing and opposition parties on political performance.* If such
effects are actually found, however, then they can only be treated as indirect
proof of the significance of electoral systems, owing to the indirect causal
path from the ‘electoral system’ to the ‘relationship between governing and
opposition parties’. We think that the formal and informal structures in-
volved in the exercise of authority in democracy, or in short, in democratic
governance, are the decisive structural arrangements for performance which
we will now describe in greater detail.

Types of democracies

The most important distinctions drawn in the literature have been between
parliamentary and presidential democracies, ‘consociational’ (or concord-
ance) democracies, and majoritarian and consensus democracies (Schmidt
2000a: 309-55). One part of our question is which institutions of democratic
governance have already been examined in the literature and where our own
efforts to specify and describe formal and empirical institutions would fit. To
examine the types of democracies we augment Fuchs’s ‘structures’ and ‘basic
functions’ by a third dimension: the distribution of power. This dimension

4 There is another reason to take the relationship between governing and opposition parties
into account, and that comes from Lijphart’s (19994) analyses. He finds more significant
relationships between performance and the informal executives—parties dimension than between
performance and the constitutional federal-unitary dimension.
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measures the degree of concentration or dispersion of power. Under the term
‘separation of powers’ it was already part of the discussion of the constitu-
tional order in the eighteenth and nineteenth centuries (Fuchs 2000: 34).

The contrast between parliamentarianism and presidentialism is the oldest
and simplest typology of democratic systems (Loewenstein 1957; Steffani
1979; Shugart and Carey 1992; Sartori 1994; Fuchs 2000). As is typical of the
classic theory of political institutions, it describes the formal rules (Kaiser
1997) governing the relationship between executive and legislature. It is thus
a typology purely focused on the governmental system. The concentration of
power is reflected in the fusion of executive and legislature characteristic of
parliamentary systems; the dispersion of power is reflected in the autonomy
of executive and legislature characteristic of presidential systems. This dis-
persion is also the reason the presidential system in the USA is referred to as
a ‘system of separation of powers’.

‘Consociational democracy’ is a term introduced by Lijphart in his exam-
ination of the Netherlands as a democracy based on a politics of accommo-
dation (1968). The parallel term ‘concordance democracy’ was employed at
the same time by Lehmbruch (1967) to discuss the ‘proportional’ democratic
practices of Switzerland and Austria. These systems show pronounced power
dispersion. The two basic principles are executive power-sharing in the form
of grand coalitions as well as group autonomy (Lijphart 19995). They foster
the representation and protection of minority interests. For this reason con-
sociational forms of democracy develop particularly in cleavage-ridden, cul-
turally fragmented societies. Even though this type of democracy can be or is
in part defined through a constitution (Lehmbruch 1992; Lijphart 19994: 303)
its more important characteristic is the prevalence of informal rules that
emerge in elite behaviour (Lijphart 1989: 39). If other power-dispersed formal
structures like federalism exist in the nation then they merely support such
informal rules but are not the core of this type of democracy.

As in the distinction between parliamentary and presidential systems,
consociational democracy describes institutions of democratic governance.
Here, however, the heart is provided by informal rules that develop between
governing and opposition parties. The power-concentrating antithesis to
consociational democracy is provided by the Anglo-American competitive
or majoritarian democratic systems, whose key features are seen in the
majoritarian electoral systems and the resulting two-party system (Lehm-
bruch 1992; Schmidt 2000a: 326). This competing type is often serving as a
negative reference point for consociation theorists, though they do not
describe or analyse it in detail. It encompasses formal and informal institu-
tions, and in addition to institutions of democratic governance it also in-
corporates institutions relevant to the selection of leaders.

Lijphart first proposed the distinction between majoritarian and consensus
democracies as part of an effort to place the consociational type within a
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larger framework (Lijphart 1997: 249). He began with the assumption that
democracies can be built on two different basic principles: ‘rule by the
majority of the people’ or ‘rule by as many people as possible’. Starting
with these principles and using Great Britain and New Zealand as examples
of the former and Switzerland and Belgium as examples of the latter prin-
ciple, he proposed ten (originally nine in Lijphart 1984) structural character-
istics of democracies. Each characteristic is formulated as a continuum with
power-concentrating and power-dispersing end points. One structural char-
acteristic, for example, is formulated as ‘concentration of legislative power in
a unicameral legislature versus division of legislative power between two
equally strong but differently constituted houses’, while another is ‘two-
party versus multiparty systems’ (Lijphart 1999a: 3). Majoritarian democra-
cies are characterized by power concentration while consensus democracies
are characterized by power dispersion (Lijphart 1984, 1999a: 2). Lijphart
derives the power-concentrating characteristics from the same principle.
Because they are logically connected he expects them to ‘occur together in
the real world’ (Lijphart 1999a: 2); the same applies to the power-dispersing
characteristics. He therefore expected all ten variables to be closely related.

The empirical analysis, however, revealed that the distribution of power is
not one-dimensional but that ‘the variables cluster in two clearly separate
dimensions’ with five characteristics apiece. Executive power concentration
or sharing, the power relationship between executive and legislature, the
party system, the electoral system, and the interest group system, define the
first executives—parties dimension. The second federal-unitary dimension is
defined by federal versus unitary government, unicameral versus bicameral
legislatures, the flexibility or rigidity of the constitution, the absence or
presence of judicial review, and central bank autonomy (Lijphart 1999a: 3-4).

These designations are based on different logics. While the first dimension
encompasses two separate sets of facts (executive and parties) the second
focuses on a dichotomized aspect of the degree of centralization (federal-
unitary). The main problem of these designations, however, is that both are
misleading and imprecise. They do not describe appropriately the respective
number of characteristics. In the case of the first dimension, there is the
problem that interest groups can be assigned neither to the executive nor to
the parties. So including them implies that a quite different dimension slips in
‘unnoticed’. The second dimension, in turn, only adequately describes the first
characteristic Lijphart lists for it (Schmidt 2000a: 350). Lijphart (1999a: 4) tries
to justify the federal-unitary designation for the other characteristics in this
second dimension by arguing that ‘strong bicameralism, a rigid constitution,
and strong judicial review’ are ‘secondary’ aspects of federalism—though that
leaves open the question why a central bank autonomy is then included.

If we overlook the misleading names for these dimensions, then their major
problem is their very concreteness, as it hides the fact that these empirically
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established dimensions should be assigned to quite different theoretical
dimensions: executives—parties to informal structures and federal-unitary
to formal structures (Fuchs 2000). Majoritarian and consensus democracies
are thus types of democracies that include both formal and informal struc-
tures. The list of characteristics also shows that while structural elements
related to the exercise of authority function (e.g. executive-legislature rela-
tionship) predominate, other elements that refer to the category of leadership
selection (e.g. electoral system) are included as well.

There is also considerable overlap between consensus and consociational
democracies that is particularly evident in the executives—parties dimension.
Some of the characteristics of consensus democracy, such as the executive
power concentration versus executive power-sharing variable, are also part
of consociational democracy. A major difference lies in the fact that consen-
sus democracy incorporates constitutionally defined structures in addition to
informal ones (Lijphart 1989: 40). For that reason consociational democracy
is regarded ‘as an exceptionally “strong” or “extreme’ form of consensus
democracy’ (Lijphart 1997: 249). That consociational democracy provided
the model for the more comprehensive, power-dispersing system of consen-
sus democracy is also evident in the latter’s name. It has also been repeatedly
noted that Lijphart defines his two types at different levels, majoritarian
democracy based on the dominant decision rules, and consensus democracy
based on the intended results (Czada and Schmidt 1993; Kaiser 1997).
Power-dispersing structures do not necessarily lead to positive results, how-
ever, and it thus seems more appropriate in these cases to speak not of
consensus but of ‘negotiation democracy’. Power-dispersive structures ne-
cessitate negotiation, but whether they are successful and lead to consensus,
or unsuccessful and dissensual, depends on additional factors.

Figure 3.6 summarizes these various types of democracies in terms of the
power distribution and structural categories. Since we have discussed them in
chronological order, we can also describe the theoretical development of
these types as an expansion from formal (parliamentary versus presidential

Power distribution

Concentrated Dispersed

Formal Parliamentary democracy Presidential democracy

Consociational democracy

Inf 1 —
Structure  Informa (Concordance democracy)

Formal and

. Majoritarian democracy Consensus democracy
informal

FIGURE 3.6. Types of democracy by structure and power distribution
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democracies) to informal (consociational democracy) to mixed formal and
informal (majoritarian and consensus democracies) structures, as well as
from exercise of power (seen in both parliamentary or presidential and
consociational democracies) to exercise of power combined with leadership
selection (seen in majoritarian and consensus democracies) structures. The
majoritarian and consensus democracy distinction is the most comprehensive
conceptualization to date, as it incorporates a multiplicity of heterogeneous
structural characteristics.

The heterogeneity of majoritarian and consensus democracy arise from the
fact that Lijphart’s original premise was that power distribution in democ-
racies was one-dimensional. All other substantive differentiations, such as
between formal or informal structures, or between the exercise of authority
and leadership selection, were subordinated and not given independent
theoretical significance. The dominance of the power distribution perspective
in Lijphart’s thinking is most clearly evident in his astonishment that empir-
ical analysis shows ‘two clearly separate dimensions’. This limitation leads
him to call mixed types, such as the federalist majoritarian democracy (e.g.
USA) or the unitary consensus democracies (e.g. Nordic countries), ‘logically
opposite models of democracy’ (Lijphart 1984: 219). A kind of helplessness in
addressing this unexpected result can also be seen in the somewhat unfortu-
nate labels he gives the two dimensions. In his major reworking of Democ-
racies (1984) that appeared in 1999, Lijphart (1999a: 5) does suggest more
precision—‘the first dimension could also be labelled the joint-responsibility
or joint-power dimension and the second the divided-responsibility or div-
ided-power dimension’—but he does not exploit the potential inherent to
these ‘more accurate and theoretically more meaningful’ designations. He
can also provide no satisfactory explanation as to why only the first dimen-
sion shows a relationship with the various performance measures, but merely
states this as an empirical result (Lijphart 1999a: 301).

Even though all his empirical results, whether factor analyses of the
structural characteristics or analyses of the relationship between structure
and performance, clearly contradict his theoretical assumption of one-
dimensionality of the distribution of power, Lijphart does not draw the
corresponding theoretical and empirical conclusion that there are not just
two but at least four types of democracies. Thus, he continues to refer to the
two types of democracy, majoritarian and consensus, even though he himself
has repeatedly provided the empirical proof that not just these pure types
exist (Lijphart 1999a: 301 et seq). In his description of consensus democracy,
it is also quite evident that what he understands by it, is still primarily
consociational democracy based on informal rules. When mentioning con-
sensus democracy, he implicitly or explicitly refers to structural character-
istics that define the executives—parties dimension, thereby quietly negating
the extension (or limiting the generalizing) of consociational democracy to
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include constitutionally defined characteristics—which was, after all, the
motivation in developing the majoritarian versus consensus democracy
framework in the first place.

Unlike Lijphart, we therefore do not start with the concentration or
dispersion of power, and then subordinate all structural characteristics
underneath it. Instead, we start from the structural categories and draw a
distinction between constitutionally defined and informal structures. This is
because there are not only constitutionally defined forms of power dispersion
but also analogous forms that emerge through the interaction between
political actors, and these differing forms of power distribution may well
have differing consequences for political decisions. We also regard the ana-
Iytic distinction between political structures for the exercise of authority and
selection of leaders as relevant, and focus on the structures of democratic
governance most significant to political performance.

Formal and informal structures of democratic governance

Structures of democratic governance have been discussed thus far in terms of
their primary function (exercising power) and the character of rules (formal
and informal). Furthermore, the discussion was limited to those rules that
define the degree of power distribution. To be able to measure these struc-
tures and to predict what impact they will have on performance, a much
more detailed conceptualization of these rules is needed. For both, the formal
and informal structures, we will first determine how and to what degree they
divide power between actors participating in political decision-making. Sec-
ond, we will discuss the consequences formal and informal rules have on the
decision-making process and its results. Here we take up several theoretical
hypotheses and considerations that have been put forward by Armingeon
(1996) as well as Birchfield and Crepaz (1998).

We start with the more precise description of the content of the rules, and in
particular, the manner in which these rules distribute power between the veto
players involved in collective decision-making. By using the veto player
notion we emphasize that not every individual or collective actor is of
equal interest analytically. Instead, the decision-making situation is concep-
tualized from the point of view of those actors whose agreement to adopt a
collectively binding decision is necessary. The more veto players involved, the
greater the degree of power distribution.

However, the number of veto players alone does not suffice to describe the
content of the rules. As we saw in the analysis of the explanatory models from
comparative public policy and in the discussion of the veto players approach,
hypotheses about the consequences of the degree of power distribution can
only be derived if power distribution is addressed from the perspective of one
relevant political actor, in this case the executive. At stake is formulating the
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content of the formal and informal rules in such a manner as to reflect the
extent to which these rules limit the power of the executive. Or to put more
positively, so that the rules reflect the degree of autonomy granted to the
executive. The point of reference for describing the rules is then the executive
autonomy to enforce political decisions. Regarding the (constitutionally
defined) governmental system, the issue is the autonomy of the executive as
an institution, while in the case of the relationship between governing and
opposition parties (based on informal rules), the issue is the autonomy of the
government as an actor, which is to say, the autonomy of the governing
parties.

So what, from this perspective, is the actual content of the rules? Govern-
mental systems fix the rules that define which and how many constitutionally
defined institutions need to agree to an executive decision. Fuchs (2000: 40)
has suggested to differentiate between primary and secondary structural
characteristics that give constitutionally mandated institutions different sig-
nificance and weight. Primary structural characteristics would apply to those
constitutional institutions that need to agree with nearly all executive de-
cisions. This would usually include three characteristics: presidentialism that
affords a president’s independence, bicameralism that gives the second cham-
ber the power to veto or agree, and federalism that provides independent
decision-making authority to sub-national political units (Tsebelis 1995;
Fuchs 2000). Secondary structural characteristics differ inasmuch as they
encompass only those constitutional institutions that can subsequently,
though only under particular conditions or in specifically delimited areas,
alter executive decisions or make autonomous decisions, as a constitutional
court or an independent central bank might (Fuchs 2000).

The situation is different regarding the relationship between governing and
opposition parties. In this case governmental decision-making is restricted
for several reasons. For one, a compromise needs to be found between the
various actors represented in government, which is that much more difficult
the more parties form the government. For another, executive decisions need
to find support in parliament, which is again influenced by the number of
parties making up the government. A rising number of parties in government
increases the need to find compromises, implying in turn that the governing
parties are less secure about their support in parliament. Informal rules thus
set how many parties need to agree, both within the executive and in the
legislature.

Table 3.2 sets out various characteristics of formal and informal structures
of democratic governance as well as the assumed consequences for the
political decision-making process. Part A (Rules) lists the aspects—charac-
ter, point of reference, and content of the rules—that distinguish the govern-
mental system and the relationship between governing and opposition
parties. Identifying the number of veto players from the point of view of
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TaBLE 3.2. Formal and empirical structures of democratic governance

Governmental system

Relationship between
governing and opposition
parties

A. Rules
Character Formal rules (anchored in a

Constitution or in law)

Point of reference Autonomy of the executive as

an institution

Content (a) Which and how many

constitutional institutions

Informal rules (arising from the
interaction between the actors)

Autonomy of the government
as an actor

How many governing and
parliamentary parties must

must agree to an executive
decision? (primary rules)

(b) Which and how many
constitutional institutions
can, under particular
circumstances, subsequently
change executive decisions
or can make independent
decisions in specifically
delimited areas? (secondary
rules)

agree to an executive decision?

Type of democracy Majoritarian or negotiation
democracies based on

constitutional rules

Majoritarian or negotiation
democracies based on
informal rules

B. Predicted consequences of power distribution rules
Decision-making Blockage of the executive
process

Structural need for the
government to negotiate and
find consensus

Decision-making Status quo (‘policy stability’) (a) proactive and goal-oriented
result policy (‘policy change’)
(b) responsiveness

the executive stands at the centre. Because the basic idea is that with increas-
ing numbers of constitutionally defined or partisan veto players, executive
autonomy decreases. This also allows a distinction to be drawn between two
types of democracy: majoritarian or negotiation democracies based on con-
stitutional rules, and majoritarian or negotiation democracies based on
informal rules.

The central premise of this concept of democratic governance is that there
are differing forms of power dispersion that are based on different structures,
in this case formal and empirical structures. If, unlike Lijphart, one makes an
a priori differentiation between different forms of power dispersion, then the
logical next question is whether this differentiation would be tied to different
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consequences for the political decision-making process (Armingeon 1996: 284;
Birchfield and Crepaz 1998: 181). While research here is in its infancy, some
plausible assumptions can be made.

Birchfield and Crepaz (1998: 182-3), for example, draw a distinction
between competitive and collective veto points, mirroring the differentiation
we have drawn between formal and informal structures.” Competitive veto
points ‘occur when different political actors operate through separate insti-
tutions with mutual veto powers’ (e.g. federalism, strong bicameralism,
presidentialism). These actors have independent sources of power and legit-
imation. Their veto power implies that they can hinder, restrain, or block
government and thereby prevent policy change. Collective veto points ‘emerge
from institutions where the different political actors operate in the same body
and whose members interact with each other on a face-to-face basis’ (e.g.
multiparty coalition government, multiparty legislatures). In order to be able
to act at all, they must cooperate with one another. A coalition government is
a particularly good example, since the need to cooperate results from a
necessity to secure its continued viability. The assumption is that comprom-
ise and negotiation are characteristic for reaching decisions in these institu-
tions, and that common actions and common responsibility results in greater
responsiveness to the demands of citizens. Competitive veto points are seen
as ‘constraining’, in the sense that change does not occur (or the status quo is
maintained), and collective veto points are seen as ‘enabling’, in the sense of
proactive, goal-oriented policies (Birchfield and Crepaz 1998: 193).

Armingeon (1996) draws a distinction between two forms of negotiation
democracy, one characterized by strong ‘secondary governments’ and the
other consociational democracy. Strong secondary governments designate a
situation with many constitutionally defined veto players who strongly limit
the autonomy of the central government; this is then a characterization of the
governmental system. Consociational democracy is defined in Lehmbruch’s
(1967) and Lijphart’s (1968) terms, as a democracy based on informal prac-
tices. Armingeon assumes that his forms describe two structurally different
systems of negotiation, with different consequences for policy.

Secondary governments are clearly defined: functionally limited political
institutions such as a second legislative house or an independent central
bank. They are responsible for different policy areas and must negotiate
with the central government because this is fixed in law. However, their
politics are primarily ‘guided by the goals and interests of their respective
institutions in the respective policy area’ (Armingeon 1996: 286), so it is likely

5 See Wagschal (1999a) for a similar differentiation between competitive and consensual veto
players.
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that they hinder or block central government policy, and the resulting
political decisions are minimal or sub-optimal.

Consociational democracy, by contrast, is a means of regulating relations
between socio-cultural groups. All larger groups are represented in decision-
making and negotiating and they act together. Here politics is primarily
influenced ‘by the insight, won over time, that it is of mutual advantage to
all to have consensual regulation’ (Armingeon 1996: 285). Elites in consocia-
tional democracies are confronted with the consequences of their decisions
for other policy areas, because they are responsible for the whole range of
policies. The result of political decisions is compromise, and the likelihood is
great that comprehensive solutions to problems can be found.

So following these studies, different forms of the dispersion of power have
wide-ranging and different consequences for the process as well as the result
of political decision-making. The cause is seen in the differing character of
interaction between veto players that results from the different forms of
power dispersion.

Birchfield and Crepaz’s reflections on competitive veto points (1998), and
Armingeon’s on secondary governments (1996) are directly applicable to the
governmental system. Both studies focus on the formal structural character-
istics assigned to it: presidential systems, bicameralism, federalism, and
independent central banks. Both works also predict that in the case of a
constitutionally defined dispersion of power, there will be blockage of the
executive in the decision-making process and policy stability or maintenance
of the status quo as the decision-making result. This reasoning has many
parallels to the veto player notions that argue that with increasing numbers
of veto players there will be a decreasing ability of the government to enforce
its programmes (Immergut 1992) or a decreased ability to react with policy
changes to external shocks (Tsebelis 1995, 2002). Still, one of the differences
is that Birchfield and Crepaz (1998) and Armingeon (1996) attach these
effects exclusively to the constitutionally defined veto players, arguing that
these veto players have an independent source of legitimation and have no
structural need to be in agreement.

While there is a long, well-established tradition of research on governmen-
tal systems (Loewenstein 1957), no such tradition exists for studying the
characteristics and functions of informal structures. The analysis of Tsebe-
lis’s veto player notion showed that the assumption of independent conse-
quences of informal structures is not universally agreed upon in political
science. In fact, it was only with the introduction of the concept of ‘consocia-
tional democracy’ in the late 1960s that informal political structures became
part of the comparative research on democracy for the first time. In the 1990s
a second research tradition started when empirical analyses found opposite
effects of formal and informal structures. Quite varied studies have been able
to show that an increase in the number of constitutional veto players is
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associated with a decrease in social expenditures and in socio-economic
equality, while increasing numbers of partisan veto players are associated
with increasing social expenditures and an increase in socio-economic equal-
ity (Huber et al. 1993; Schmidt 1997h, 2000a: 347; Birchfield and Crepaz
1998; Crepaz 1998, 2001). While Armingeon (1996) goes back to consocia-
tional models to account for informal structures, Birchfield and Crepaz’s
(1998) work is part of the second research tradition. They suggest that the
opposing effects that are found might be explained by a notion of collective
veto points that arise through the interaction between parties within institu-
tions. Our question is what consequences power-dispersing structures regard-
ing the relationship between governing and opposition parties have. To
discuss this question we will use Birchfield and Crepaz’s concept of collective
veto points that is at a higher degree of generality.

Birchfield and Crepaz begin with the idea that the decision-making process
in a coalition government is characterized by a structural need to negotiate
and come to agreement, not only out of the necessity to be able to act, but
also because its survival is dependent on parliamentary support. This argu-
ment is prevalent in coalition theory that focuses on the interaction between
governing parties (Riker 1962). Parties strive to become, and remain, mem-
bers of a governing coalition, and the primary concern of opposition parties
is to become a party in government. Parties already in government are
thereby forced to cooperate, both to be able to act and to remain viable
decision-makers. They therefore are inclined to make compromises over
policies.

The decisive question is what consequences such a structural necessity to
negotiate or agree has on the outcomes of political decisions. Birchfield and
Crepaz (1998) predict two: on the one hand, proactive and goal-oriented
policies that they name reformist policies, that because it is conceived as a
counterpart to policy stability can also be called policy change; and on the
other hand policies that are responsive to the demands of citizens. Because
responsiveness is a democratic criterion of performance and because we are
instead concentrating on systemic criteria of effectiveness, we do not consider
this aspect in the following analyses.

Part B of Table 3.2 summarizes the predicted consequences of power
distribution rules for the decision-making process and the decision-making
result. At first glance, it gives an impression that a negotiation democracy
based on informal rules is superior to a negotiation democracy based on
constitutional rules since it promises reforms or policy change (and respon-
siveness) rather than deadlock. But it is worth reiterating that our analysis
does not attempt a comprehensive description of the consequences of these
two forms of power dispersion. We are only interested in the consequences
for the policies. A more balanced judgment would result from taking
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other criteria into account. For example, a negotiation democracy based on
constitutional rules is generally assumed to ensure that other desirable
democratic goals are met, such as preserving liberty or preventing tyranny.
In fact, these are the explicit reasons stated in The Federalist Papers (No. 47)
to justify the separation of powers system in the USA. Conversely, one
can assume that a negotiation democracy based on informal rules carries
higher decision-making costs because of the greater difficulty in reaching
decisions.

It should also be noted that these are only Aypotheses about the effects
different negotiation democracies have on policy; research on the effects of
different forms of power dispersion are still in the early stages. Here we
would like to state one possible objection to the hypotheses regarding the
relationship between governing and opposition parties. A large number of
parties in the government and parliament can mean a structural need to
negotiate and come to agreement. But it is still open whether and to what
extent various collective actors evade—for whatever reason—an ‘obligation
to agree’. To the extent to which they do so, deadlock sets in with increasing
numbers of veto players. This can be seen best in the cases of Italy and the
Netherlands: the multiparty coalition governments typical of Italy are of
markedly shorter duration than similar governments in the Netherlands.
Preventing blockage requires other enhancing conditions, such as mutual
trust on the part of elites or elite consensus, which are cultural factors
(Lijphart 1968). The overall extremely positive evaluation of negotiation
democracies based on informal rules may be due to the fact that even
Birchfield and Crepaz’s consideration of collective veto points are strongly
influenced by the concept of consociational democracy.

The goal here has been to be more precise about what we mean by
the governmental system and by the relationship between governing and
opposition parties, as well as to examine hypotheses about the consequences
these structures have on the decision-making process and its results. Consti-
tutional rules are defined as the number of constitutionally-determined insti-
tutions that can limit executive autonomy, and informal rules as the number
of parties in government and parliament that must agree to government
decisions. These provide the theoretical basis for discussing empirical
measures of democratic structures. As for the consequences of power-disper-
sing structures, deadlock and status quo are predicted for governmental
systems, and policy change (and responsiveness) as well as a structural need
to be in agreement for the relationship between governing and opposition
parties. These general hypotheses about the effects of formal and informal
governing structures on policies form the basis for the development of hy-
potheses about the impact institutions of democratic government have on
effectiveness.
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Indices for Measuring the Institutions of Democratic Governance

Two different kinds of instruments have been developed in the comparative
study of democracy. One is Lijphart’s instrument to measure majoritarian
and consensus democracies that includes the executives—parties and federal—
unitary (sub-) indices. According to the typology of democratic institutional
arrangements (Fuchs 2000) applied here, the first index intends to measure
informal or partisan structures while the second index aims at formal or
constitutional structures. The other is a series of five indicators developed to
measure constitutional structures, including the index of constitutional struc-
ture (Huber et al. 1993), the index of institutional pluralism (Colomer 1996),
the index of institutional constraints of central state government (Schmidt
1996)° and the minimal governmental system index with A and B parts
(Fuchs 2000).

The construction of all these five additional indices, that constitute alter-
natives to and variations of Lijphart’s federal-unitary index, has been guided
by veto player theory. Since, in the meantime, Lijphart himself (1999a: 5, fn.
2) sees similarities between his measures and Tsebelis’s veto player approach,
all seven of these indices can be characterized legitimately as veto player
indices (Fuchs 2000).

All of these indices will be examined to establish to what extent they are
valid measures of the ‘governmental system’ or the ‘relationship between
governing and opposition parties’. We call indices for measuring the govern-
mental system constitutional veto player indices and indices for measuring the
relationship between governing and opposition parties partisan veto player
indices. In discussing the validity of the constitutional veto player indices we
rely on a theoretical analysis done by Fuchs (2000). Regarding partisan veto
player indices the situation is considerably more difficult. Lijphart’s execu-
tives—parties index suffers major drawbacks, as we will show, so our task is to
suggest alternative partisan veto player indices.

All these indices are based on aggregate measurements of various structural
characteristics of democracies. First, the type of the structural characteristic
reflecting the degree of power distribution is established for each nation. For
example, the characteristic ‘legislatures’ is expressed either as unicameral
(power concentration) or bicameral (power dispersion). Applying the
veto player logic, the indices then sum up either the power-concentrated
characteristics or the power-dispersed characteristics per country.” Only in

© Schmidt’s last edition of Demokratietheorien includes a ‘veto-player index’ (2000a: 352)
based on ten structural characteristics. It is not included here because it covers characteristics
that go beyond political institutions (e.g. self-governing structures of welfare states).

7 Constructing indices in this way is problematic if the numbers of categories vary. So
though most characteristics are trichotomized, two of five characteristics (parliamentarism—
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the case of the two Lijphart indices were the values of the individual variables
first standardized and then averaged.® But though all indices measure the
degree of power distribution, they differ with respect to the characteristics
they rely on. In order to determine the content of these indices we use tabular
summaries (see Fuchs 2000) that classify indices by the structural character-
istic being measured, in this case classified by the institutional arrangements
of democracy: governmental system, electoral system, relationship between
governing and opposition parties, and party system (see Figure 3.5 and Fuchs
2000: 40). Table 3.3 lists constitutional veto player indices and Table 3.4 lists
the partisan veto player indices.

Constitutional veto player indices

The governmental system encompasses constitutionally defined structural
characteristics in which the exercise of authority takes place. Primary struc-
tural characteristics describe constitutional institutions that need to agree
with nearly all executive decisions (e.g. presidentialism, bicameralism, and
federalism), while secondary structural characteristics encompass institu-
tions that can subsequently, though only under particular conditions or in
specifically delimited areas, alter executive decisions or make autonomous
decisions (e.g. constitutional court, independent central bank). All constitu-
tional veto player indices listed in Table 3.3 measure such structural charac-
teristics. But as one can see they differ sharply regarding three aspects at
least.

First, the indices differ with respect to whether or not they include other
structural characteristics assigned to institutions outside the governmental
system (Fuchs 2000: 41). The index of Huber et al. (1993), for example,
measures the electoral system, while the index of Colomer (1996) measures
the party system. If one were interested only in a pure measure of the
governmental system, neither of these indicators would be adequate, quite
apart from the other problems these two particular indices have with differ-
ent number of categories (see fn. 7).

Second, the other indices differ with respect to whether or not they include
presidentialism under the primary structural characteristics and third,
whether they take secondary characteristics into account (Fuchs 2000: 41).
It is surprising to find presidentialism lacking in the Lijphart and Schmidt
indices. It calls for some justification since it is regarded as the prototype of a
power-distributing system (Fuchs 2000: 41). But Schmidt (1996) provides no
reasons and Lijphart is of the opinion that the ‘parliamentary—presidential

presidentialism, referenda) in Huber et al. (1993), and one of four characteristics (parliamentar-
ism-presidentialism) in Colomer (1996), were included in dichotomized forms.

8 Lijphart (1999a: 247, fn. 1) initially had to standardize because the individual variables ‘were
originally measured on quite different scales’.



TaBLE 3.3. Content of constitutional veto player indices

Huber Colomer Fuchs A Fuchs B Schmidt Lijphart
et al. (1993) (1996) (2000) (2000) (1996) (1999a)*
A. Formal ( constitutional) structure
1. Governmental system
(a) Primary characteristics
Presidentialism X X X
Bicameralism X X X X X X
Federalism X X X X X X
(b) Secondary characteristics
Constitutional rigidity X X
Constitutional court X
Referenda X X
Independent central bank X X
EU Membership X

2. Electoral system
Electoral law X

B. Empirical (actor) structure
. Relationship between governing
and opposition parties

~

2. Party system
Effective number of X
parliamentary parties

# Federal-unitary index.
Source: Fuchs (2000: 40), with author’s additions.
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distinction does not bear directly on the distribution of power in executive—
legislative relationships’ (1999a: 127). Fuchs sees the only plausible argument
for omission in the assumption that the consequences of presidentialism are
not contained in the fact that the president is an additional institutional veto
player, and therefore provides one version of his index (A) without and
another version (B) with presidentialism.

As one can see, both indices of Schmidt and Lijphart include secondary
structural characteristics in addition to two primary structural character-
istics. Lijphart’s index incorporates three and Schmidt’s index even four
secondary characteristics. Because each characteristic is included with the
same weight in the index, the larger number of the secondary characteristics
has the effect that they carry a greater weight in the index than the primary
characteristics do (Fuchs 2000: 42). Given that there are no theoretical
criteria to guide the weighting of primary and secondary characteristics,
there are only two alternatives open. One is to employ indices that only
measure primary structural characteristics. Fuchs takes this parsimonious
path in indices that include only bicameralism and federalism (Index A)
or bicameralism, federalism, and presidentialism (Index B). The other is
to assume that regardless of whether they are primary or secondary struc-
tural characteristics, the ‘majority of such veto players taken together’ con-
stitute a democratic governmental system that ‘has the effect of placing
considerable restrictions on the decision process as a whole’ (Fuchs 2000:
42). Under this assumption, Lijphart’s federal-unitary as well as Schmidt’s
institutional constraints of central state government indices could also be
considered.

Both alternatives are compatible with the questions we pursue here, so in the
empirical analysis we employ four indices: both of Fuchs’s minimal govern-
mental indices limited to primary characteristics as well as Lijphart and
Schmidt’s ‘maximal’ indices covering primary as well as secondary character-
istics.

Lijphart’s executives—parties index
Few instruments have been developed to measure the informal structures of
democratic governance. The only measure is Lijphart’s executive—parties
index, but it incorporates not only the relationship between governing and
opposition parties but additionally the party system and, moreover, the
interest group system in one measure (Table 3.4). Before we turn to our
specific question, it is worth discussing one conspicuous aspect: the inclusion
of interest group systems ranging from pluralist to corporatist.

This characteristic was not included in Lijphart’s original index (1984),
but was incorporated later with the argument that it was needed ‘to try to
fill a gap in the theory of consensus democracy’ (Lijphart and Crepaz
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1991: 235). In his view, this made his measurement instrument richer
and more comprehensive (Lijphart and Crepaz 1991: 246). Formally, it
means an expansion of the concept of political institutions to include insti-
tutions of political economy. Because our question is exclusively about the
effect of political institutions in a narrow sense, this index is inappropriate.

But the question of the inclusion or exclusion of this particular character-
istic has much greater and more fundamental theoretical significance. Unlike
the other informal structural characteristics Lijphart includes, such as the
composition of the government, dominance of the executive, effective number
of parliamentary parties and the disproportionality of elections, interest
group pluralism is not a content-neutral characteristic. Corporatist arrange-
ments, characterized by an involvement of interest groups in policy formation,
are concentrated in very specific policy areas, namely in economic policy and
social policy (Siaroff 1999: 176-7). For that reason, we conceptualized the
politico-economic institutions in our theoretical analysis as policy-specific
institutions.

But beyond this, the existence of a corporatist structure, representing
cooperation between state, union federations and employer associations,
also means a strong representation of worker interests (Siaroff 1999: 176).
If an index of political structures measures the existence of corporatist
arrangements, and given that these arrangements function, one can a priori
assume that in analysing performance we will find a relationship with those
policies in which workers’ interests are expressed, such as full employment
and socio-economic equality. Lijphart finds a systematic relationship be-
tween the executives—parties dimension and certain performance dimensions,
and we do not think it implausible that some of these connections can be
traced back to the inclusion of the characteristic of the interest group system.
We examined this possibility in the empirical part of our study and found it at
least partly confirmed.

Lijphart measures the relationship between governing and opposition
parties using two different structural characteristics: ‘composition of govern-
ment’ and ‘executive dominance’. The number of parties in the government
and the relationship of executive to parliament are precisely what specify, in
our definition, the relationship between governing and opposition parties. It
would thus seem inviting to simply extract these two structural character-
istics from Lijphart’s executives—parties index and combine them into an
index for measuring the relationship between governing and opposition
parties. A serious problem stands in the way, however: in measuring both
structural characteristics, Lijphart (1999a: 116) manipulated the values of
some nations, or as he put it, ‘several important adjustments are required,
especially for presidential systems’.

Lijphart measures the structural characteristic of government composition,
or degree of power dispersion in the cabinet, by computing the mean value of
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two variables: one is the percentage of time there have been ‘minimal winning
cabinets’, the other is the percentage of time there have been ‘one-party
cabinets’ in each nation, from 1945 to 1996 (Lijphart 1999a: 100-11). The
first variable minimal winning cabinets rests on a classification of one-party
and coalition governments based on their degree of parliamentary support:
(a) single party; (b) minimal winning coalition; (¢) surplus coalition; (d)
single party minority; and (e) multiparty minority (Woldendorp et al. 1993,
1998). Lijphart contrasts power-concentrating ‘minimal winning and one-
party cabinets’ (a) and (b), that contain no parties not needed for a parlia-
mentary majority, with power-dispersing ‘oversized’ (more parties than ne-
cessary for a parliamentary majority) (¢) and ‘minority cabinets’ (d) and (e)
(1999a: 103-4).

Lijphart (1999a: 104) then discusses the applicability of the concept of
parliamentary support to presidential cabinets: In parliamentary systems,
majority support in the legislature is necessary for governments both to stay
in office and to pass laws, but because presidents are elected for a fixed term,
their survival in office is independent of legislative approval. Regarding one
dimension—staying in office—presidents and their cabinets are thus ‘min-
imal winning’ by definition. In terms of legislative support for proposed laws,
however, the type of government depends ‘on the party affiliations of the
presidents and of their cabinet members and the sizes of the respective parties
in the legislature. This means that whereas cabinets in parliamentary systems
can vary between 0 and 100 per cent minimal winning, the variation for
presidential cabinets is only between 50 and 100 per cent’ (Lijphart 1999a:
105).

Lijphart uses the same logic for discussing the second variable one-party
cabinets. On the one hand, presidential executives are by definition one-
person executives and not collegial, since power is concentrated in the
hands of the president. In that respect one can speak also of a one-party
cabinet. On the other hand, however, it makes a difference if the presidential
cabinet is only composed of members of the president’s party or whether
members of other parties are included. Lijphart assumes one can weight
these two aspects equally, so ‘presidential cabinets can vary between 50 and
100 per cent one-party cabinets in contrast with parliamentary cabinets
where the range of variation is the full 0 to 100 per cent’ (Lijphart 1999a:
106-7). Two of the nations we examine here, the USA and France, are
affected by this data manipulation. In both cases the correction of the degree
of power concentration along the executives—parties dimension is increased
by 50 per cent.’

® Lijphart (1999a: 106-8), in discussing the ‘unusual cabinets in Austria, the United States,
and Japan’, has undertaken further data corrections. But as we are only interested in the
systematic problems in applying his concepts, we do not discuss these corrections further.



TABLE 3.4. Content of partisan veto player indices”

Veto players

Executives—parties in the lower Number of Effective number

index (Lijphart Simple partisan house (Schnapp  governing  of parliamentary
1999a) veto player index ~ 2004) parties parties
1. Relationship between governing and opposition parties
Composition of government
(a) Number of governing parties X® X X X
(b) Parliamentary support for the government X© x4 x4
Ideological orientation of parties X
Executive dominance (government stability) X
2. Party system
Effective number of parliamentary parties X X
Electoral disproportionality X
3. Other
Interest group pluralism X

% The classification of the executives—parties index is based on Fuchs (2000: 40).
® Included only as a dichotomy: one-party versus coalition government.
¢ Dichotomized: power-concentrating (one-party majority government, coalition government) versus power-dispersing government (oversized coalition

government, one-party and multiparty minority government).

d - . - L - . . - -
Dichotomized: majority government (one-party majority government, minimal winning and oversized coalition government) versus minority government (one-

party and multiparty minority government).
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In the case of the second structural characteristic of executive dominance,
Lijphart employs a less elaborate data replacement procedure. Here the index
is also based on the mean of two variables, in this case a broad (measured by
changed party composition) and a narrow definition (based on four termin-
ation criteria)'® of mean cabinet duration for the time from 1945 to 1996.
However, based on the values Lijphart finds ‘a much greater adjustment is
necessary’ because in certain cases—the USA, France, and Switzerland for
example—°cabinet duration gives a completely wrong impression’:

The Swiss average. . .is obviously completely wrong as a measure of executive dom-
inance because Switzerland is a prime example of executive-legislative balance.
Hence, I impressionistically assign it a value of 1.00 year. The same is appropriate
for the United States...France must be assigned the highest value for executive
dominance—the same as Britain’s. (Lijphart 1999a: 134)

In the corresponding table Lijphart (1999a: 132-3) marks the corrected
values with asterisks and merely notes that the values given in the index of
executive dominance differ from the calculated mean values. The correction
affects eleven of the thirty-six nations studied, and the deviation from the
original values can be considerable: the average cabinet duration in the USA
is corrected from 4.45 to 1.00 year, of Switzerland from 8.59 to 1.00 year, and
that of France from 2.48 to 5.52 years. Thus the US and Swiss systems are
corrected towards substantially greater power dispersion while France is
corrected towards greater power concentration.

In a recently published article, Lijphart (2002: 110) admits the critical
operationalization of the concept of executive dominance. However, he
does not suggest a new indicator. Instead he argues that the first variable,
measuring cabinet duration between 1945 and 1996 using a broad definition,
is sufficient. Yet the logarithm should be calculated, if only to minimize the
effects of extremely high values of this variable. Obviously, this is not a
satisfactory solution of the problem. Cabinet duration, either narrow or
broadly defined, cannot function as an indicator for distribution of power
between executive and legislature in presidential systems and in Switzerland.

This detailed description of the measurement problems and their ‘creative’
solution by Lijphart reveals a basic problem in measuring the relationship
between governing and opposition parties. Apparently some of the estab-
lished concepts for measuring executive composition and the executive—
legislature relationship are only able to measure the degree of power distri-
bution in parliamentary but not in presidential systems. Regarding stability
of government, there are also problems in the Swiss case as its political
system has some presidential features: the executive is only dependent on

' The four criteria are ‘changes in party composition, prime ministership, and coalitional
status, as well as new elections’ (Lijphart 1999a: 132-3).
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parliament for its inauguration but during the legislative period it enjoys an
independence comparable to that accorded to a president.'!

Given these problems, Lijphart corrects the data for the presidential
systems, and owing to his wide knowledge of the political systems in the
individual nations, one can certainly argue that his data corrections are
plausible. Yet, the need for such correction is a sure sign that the measure-
ment concepts themselves are inappropriate. This is clearest in the correc-
tions introduced in the executive dominance index. For all their plausibility
they are not carried out according to any systematic logic. Lijphart changes
the empirical values for cabinet duration ‘impressionistically’, and in some
cases makes enormous corrections (e.g. the Swiss value is reduced from 8.59
to 1.00 year), so that only one conclusion can be drawn from it: cabinet
duration cannot be used to empirically establish the distribution of power
between executive and legislature in presidential systems. Even if the data
replacement procedure used in measures of government composition appears
better founded, in the end these are arbitrary decisions as well. Simply as a
matter of principle one can challenge the findings that are based on such
decisions. The only answer here is to develop operationalizations of the
relationship between governing and opposition parties that can be applied
to both parliamentary and presidential systems: In the following we suggest
three measures with varying degree of complexity: ‘the simple partisan veto
player index’, ‘the index veto players in the lower house’ developed by
Schnapp (2004) and the ‘number of governing parties’. Additionally, a fourth
and surrogate measure, ‘the effective number of parliamentary parties’ is
suggested.

New partisan veto player indices
The number of parties in the executive and in parliament that must agree to a
political decision is the decisive element of the relationship between govern-
ing and opposition parties (see Table 3.2). Following the veto player trad-
ition, we focus on the autonomy of government in carrying out political
decisions. This has the advantage that it is equally applicable to parliamen-
tary and presidential systems. Lijphart (19994) additionally takes the dimen-
sion of positional independence of legislature and executive into
consideration. But that is a constitutionally defined form of power separ-
ation. It is the core of parliamentarism versus presidentialism and should be
measured by constitutional veto player indices.

To carry out political decisions, all governing parties need to agree, and
then the majority of the parliamentary parties need to agree as well. Accord-
ingly, the number of governing parties must first be determined. More

"' This mixture of parliamentary and presidential elements is the reason that some authors
regard this form as a third type: directorial democracy (Lauvaux 1990).
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specifically, each individual governing party must be counted because, from
the veto player perspective, the degree to which power is dispersed rises with
increasing numbers of parties. Lijphart’s interest, by contrast, is in the
existence or absence of one-party governments, and not in the exact number
of governing partiecs. We also assume presidential executives are essentially
one-person executives, but unlike Lijphart, we do not investigate whether all
cabinet members are also members of the president’s party. From the point
of view of power dispersion, individual members of a presidential cabinet
who do not belong to the president’s party are markedly less important than
an additional party in a parliamentary coalition government. One can add
that one essential element of presidentialism is that a president determines
the composition of government, and thus in the end, the course of policies
itself (Shugart and Carey 1992).

In terms of the agreement of the parliamentary parties, either the governing
parties have a parliamentary majority or there is a minority government.
This aspect was addressed previously in a classification of the ‘type of
government’ distinguishing one-party and coalition governments on their
degree of parliamentary support (Woldendorp et al. 1993, 1998). Since we
are interested in a government’s ability to carry out its programme, and the
degree of power dispersion within the government is already measured by the
number of governing parties, unlike Lijphart we assign cases where govern-
ments have a surplus coalition to the category of majority government. So we
divide parliamentary support of the governing parties into majority govern-
ments (minimal winning'? and oversized or surplus coalition) and minority
governments (one-party and multiparty).

The next important question is which counting rule is to be used for
parliamentary parties. One can imagine a simple counting rule that states
that in the case of a majority government, the number of veto players is
defined as the number of governing parties. In the case of a minority govern-
ment, then one adds one additional veto player. This index, that we designate a
single partisan veto player index, rests on two assumptions. One is that in a
majority government, one does not need an independent count of the parlia-
mentary parties, as one can assume the parliamentary parties that have
created the government will also agree with the legislative proposals it puts
forward. The other assumption is that in a minority government, other veto
players become involved. Because the number of additional veto players
depends on the actual strength of the opposition parties, and because it varies
by individual political decisions, the actual number cannot be determined
independent of these specific decisions. The fact that additional veto players
exist is only taken into account by adding one additional veto player.

12 Subdivided into single party and minimal winning coalition categories (Woldendorp et al.
1993, 1998).
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A more complex and differentiated counting rule, at least for minority
governments, is provided by Schnapp’s veto players in the lower house index.
To determine the veto players, the ideological positions or preferences as well
as the seat distribution of the parliamentary parties are taken into account.
This index originated in an effort to explain the manoeuvring room available
to the ministerial (or departmental) bureaucracy, as well as out of dissatis-
faction with Tsebelis’s counting rules in which even in minority governments,
it is only the number of governing parties that are counted as veto players.
Using formal decision theory, Schnapp (2004) distinguishes between minor-
ity governments that need very specific opposition parties to pass laws, and
minority governments that can choose between different opposition parties.

In a majority government, only the number of governing parties is
counted, but in a minority government, the left-right position of the parties
is also taken into account, specifically whether the governing parties are at
one of the extremes or in the middle of the left-right spectrum. The party
programmes are used to determine the left-right positions.'* If the parties
that comprise a minority government are at the extremes of the left-right
spectrum, then they must rely on other parties to pass their laws and are
forced to make compromises. If, on the other hand, they are in the centre of
the party spectrum, then they are strong because they have alternatives in
both directions. If the governing parties adopt extreme positions, as many
additional parties are counted as veto players as are needed to reach 50 per
cent of the seats. If the governing parties are in a central ideological position,
then no parties are counted as additional veto players, since the government
can create majorities with help from either direction. An absorption rule is
also included for the case of a multiparty minority government where one or
more parties exist between the governing parties in the left-right dimension
that do not belong to the government. In this case as well, no additional veto
players are counted.

Both indices just discussed have counting rules applicable to both parlia-
mentary and presidential systems. We will demonstrate this with reference to
the simple partisan veto player index, as it has a simpler counting rule. If the
president’s party has a majority in parliament, then one veto player is
counted, but if another party has a majority in parliament (e.g. divided
government), then there are two veto players. In a parliamentary system,
one veto player is counted in the case of a one-party majority government,
and two veto players in a one-party minority government. Since in a presi-
dential system the executive—legislature relationship is also determined by the
constitutionally defined independence of both organs, the degree of rotal

13 Schnapp (2004) uses the data from the Comparative Manifesto Project (Klingemann et al.
1994; Budge et al. 2001) and Laver and Budge’s suggested index to measure party position
(1992). Missing data in the party programmes are filled with the help of expert estimations of the
party positions (Castles and Mair 1984; Huber and Inglehart 1995).



Model for Explaining Performance 119

power concentration is greater in parliamentary than in presidential systems.
But it is precisely this constitutionally defined difference that is already
encompassed by the constitutional veto player index. The two partisan veto
player indices suggested here exclusively refer to the number of different
parties that, regardless of the configuration of the constitutional institutions,
must agree to a political decision. To stay with our example, there are the
same number of parties in both parliamentary and in presidential systems.

The advantage of these two suggested partisan veto player indices lies not
only in this parallel application to different systems. It is also that they are
constructed following the same veto player logic as Schmidt’s (1996) and
Fuchs’s (2000) constitutional veto player indices. What both indices also
have in common is that in addition to the number of governing parties,
attention is paid to whether it is a majority or a minority government.

A third partisan veto player index is also conceivable, namely one that
ignores the type of government and that focuses only on the number of
governing parties. This simple index can also be used to measure the degree
of power distribution in the relationship between governing and opposition
parties, because with increasing numbers of governing parties, the difficulty
of making decisions increases, both within government and in achieving a
parliamentary majority in support. The empirical analysis will show whether
this less theoretically demanding and more parsimonious indicator is suffi-
cient to measure the relationship between governing and opposition parties.

These three indices increase in complexity from ‘number of governing
parties’ to ‘simple partisan veto player index’ to ‘veto players in the lower
house’, as one can see in Table 3.4: All include the number of governing
parties, the second adds parliamentary support, and the third includes the
ideological orientation of the parties and the seat distribution in the case of
minority governments. For control purposes, the index effective number of
parliamentary parties is also included. This is a measure of the number of
parliamentary parties that takes their relative size (based on the distribution of
seats) into account (see Laakso and Taagepera 1979; Taagepera 1997). It is
primarily a measure of the distribution of power in the party system and not of
the relationship between governing and parliamentary parties. But as there is
a close relationship between the party system and this relationship, the effect-
ive number of parliamentary parties might serve as a surrogate measure for
informal structures of democratic governance. This indicator is also entirely
unaffected by the systemic difference between presidential and parliamentary
systems because it does not measure executive—legislature relations.

We have, in this last section, suggested some alternative indicators for
measuring the relationship between governing and opposition parties, in part
because of the difficulties encountered with Lijphart’s executives—parties
index. All three suggested partisan veto player indices, along with the surro-
gate measure ‘effective number of parliamentary parties’ are employed in our
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empirical analysis on the impact of political institutions on the effectiveness
in western democracies.

An Integrated Explanatory Model

After discussing the explanatory models used in comparative political re-
search some theoretical questions are still open. The explanatory models of
both comparative public policy and the veto player approach referred to
rational choice institutionalism but we need to explore this approach in more
detail. Then we turn to two issues that are raised but not further explored in
comparative public policy research: how to account for the influence of
increasing economic globalization on political performance in our explana-
tory model, and to what extent outputs need to be included in the model as
additional factors for explaining outcomes. We conclude this discussion with
describing our integrated model to explain the performance of democratic
institutions.

Rational choice institutionalism

The rise of neo-institutionalism in the 1980s (March and Olsen 1984) led to
theories of institutionalism that belong to three different schools: historical,
sociological, and rational choice (Koelble 1995; Ostrom 1995; Hall and Taylor
1996). Rational choice institutionalism differs from the other two primarily
because it uses a narrow, rule-driven definition of institutions, which comes
close to the concept of political institutions we apply here, and because it is
fairly precise about the relationship between institutions and the behaviour of
actors (Hall and Taylor 1996: 966). It brings two research traditions together:
a microanalytic rational choice approach that focuses on actors and their
behaviour and a macroanalytic institutionalist approach that focuses on
structures and their effects. While the microanalytic approach is often criti-
cized for its atomizing point of view, and the macroanalytic approach for its
mechanistic explanatory character, the integration has an advantage as it
places actors’ behaviour within an institutional context. Or seen the other
way, it expands the institutionalist perspective by including actors, and
thereby giving it a microfoundation (Hall and Taylor 1996: 966; Weingast
1996: 167). Rational choice institutionalism is not a uniform approach (Peters
1999: 46) but rather a variety of heterogeneous approaches of different degrees
of specificity whose common goal is the integration of microanalytic and
macroanalytic theories. The decision theory variant is the most significant
for our study as it focuses on decision rules that determine the process of
making and implementing collectively binding decisions.'*

4 Peters (1999: 46-52), for example, draws a distinction between decision theory, game
theory, and ‘principal agent’ versions of rational choice institutionalism.
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Microanalytic rational choice at first means to employ a set of basic
behavioural assumptions in which actors have a fixed number of preferences
and behave instrumentally (Hall and Taylor 1996: 960). Actors select from
the choices available to them those that promise the greatest benefit. Insti-
tutions as ‘rules of the game’ constitute an important part of the actor’s
context. The relationship between actor’s behaviour and institutional con-
texts is conceptualized through the notion of constraints limiting the sphere
of action or choices open to the actors (Windhoff-Héritier 1991: 38).!> Some
authors interpret the fact that institutions structure individual options to
mean that rational choice institutionalism utilizes ‘bounded rationality’
(Simon 1987) rather than a more narrow concept of rationality (Peters
1999: 44). Actors, by this, do not possess complete or perfect information
and a perfect capacity to process it. Thus they will settle for a satisfactory
alternative (e.g. satisficing) instead of searching for the best one.

The nature of the influence or effect institutions have is the key question
here, and various authors have argued that institutions do not determine but
merely influence actor behaviour (Koelble 1995: 232; Mayntz and Scharpf
1995: 43; Schmidt 2002: 160). Windhoff-Héritier (1991: 38), following a dual
filter model Elster has proposed (1979), argues that every choice is the result
of two filters. The first is provided by structural constraints that reduce the
universe of possible alternative decisions and determine a small subset of
opportunities for the actor. The second is the selection mechanism an actor
employs to choose that alternative which promises the greatest benefit from
the alternatives still available. Institutions therefore only limit alternatives at
the level of the first filter; they do not determine the individual choices actors
make. This is extremely consequential, as it means a sharp limitation in the
predicted effects institutions have.

Based on these considerations political institutions can be conceptualized
as a context restricting the choices of political actors. We further assume
rationally behaving actors. Yet, an approach focused on institutions and
actors is insufficient for crafting a model to explain the performance of
liberal democracies. Performance, at least in the explanatory models used
in comparative research, is seen as influenced by additional factors that
include socio-economic modernity or international economics. This raises
the question whether, or how, such additional factors are to be incorporated
in the rational choice institutionalist framework. Elster’s two filter theory is
helpful here too, since in his conceptualization it is not only institutional
constraints that are at work, but also macroanalytic features—economic and
technical conditions, value systems—that reduce the sphere of actions

15 Though constraint and restriction are at the centre of the analysis, one should remember
that institutions can also act to encourage behaviour. This opposite effect is usually described in
terms of reducing uncertainty and minimizing transaction costs (Windhoff-Héritier 1991: 40).
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(Windhoff-Héritier 1991: 38). Such additional factors could be thought of as
contexts of actors’ behaviour that constrain possibilities of action. To the
extent that non-institutional factors constitute constraints on actors’ choices,
it raises the question whether this should continue to be called rational choice
institutionalism or rather a more general ‘constrained choices’ approach
(Franz 1986). In our view it remains appropriate to call this approach
rational choice institutionalism, since the heart of our analysis is the explana-
tory power of the institutional setting. Additional potential explanations are
seen primarily as competing or controlling factors.

Economic globalization

Comparative research on democracy and on public policies often refer to
endogenous factors such as national political actors, national institutions,
the national socio-economic level of development, or the national political
culture to explain national policies. But the ongoing process of economic
globalization that involves an expansion and intensification of transnational
interaction (Beisheim and Walter 1997: 157) makes such explanations no
longer seem appropriate: to focus on internal explanatory factors at least
implicitly assumes autonomy or even isolation of the polity from external
influences. There is at least a consensus that the process of economic glob-
alization has intensified since the 1990s, though there are doubts about the
empirical significance of this process (Beisheim and Walter 1997; Held et al.
1999; Hirst and Thompson 1999). The general assumption is that globaliza-
tion processes have the effect of weakening the national ability to steer
policy. On the other hand, there is no consensus how increasing international
interdependence should be accounted for in social science models. At the
moment the discussion is dominated by two contradictory assertions, the one
a thesis of convergence, and the other a thesis of divergence. It is no accident
that the convergence thesis is stated in theories of crisis and the divergence
thesis is based on empirical results from comparative research.

The convergence thesis argues that globalization will lead to national
policies becoming more similar. Evidence for this is seen in the development
of national economies that, due to the high degree of international economic
integration, are completely dependent on international business cycles (Gar-
rett 1998; Crepaz 2001). The constraints the global marketplace imposes are
also seen as leading to a competition between systems that allows individual
nations no autonomy. National institutions and political actors are com-
pletely curtailed in their power to make autonomous decisions, and demo-
cratic politics are made irrelevant. The more national institutions and
political actors lose the ability to craft policy, comparative research is con-
fronted with a fundamental problem: national explanatory factors still carry
less explanatory power and the basic premise that the nation-state is the unit
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of observation or analysis is then put in question. Traditional explanatory
models in comparative political research thereby become obsolete (Schmitter
1993: 176; Mair 1996: 324).

The opposite divergence thesis argues that globalization has differing
effects in individual nations. This argument is based on the findings from
comparative research into the effects of open economies, where the degree of
openness is determined by the level of foreign trade. Because of the inter-
national exchange of goods, open economies are strongly dependent on the
development of international markets and prices (Cameron 1978: 1249). So
nation-states become subjected to exogenous economic influences outside
their control. Older studies find an effect on domestic policy in the sense that
open economy nation-states try to reduce market uncertainty by expanding
the role of the state and by increasing individual security through expanded
social welfare measures (Cameron 1978). This is particularly true in smaller
nations whose economies have long been strongly outwardly oriented due to
their limited domestic markets (Katzenstein 1985).

Newer studies on the effect of economic globalization confirm this con-
nection between an open economy and national economic and social welfare
policies (Garrett 1998; Rodrik 1998; Crepaz 2001). Even when both old and
newer research of such open economy effects are challenged—Iversen and
Cusack (2000) show that social expenditures vary by degree of endogenous
changes of the occupational structure due to de-industrialization rather than
the degree of economic openness—they nevertheless support the argument
that nation-states are not helpless in the face of economic globalization.
Nation-specific protectionism in the face of increasing vulnerability can be
taken as an indication that an independent ability to act still exists. This is
connected to the theoretical argument that national institutions and actors
mediate international developments and that such filtering processes lead to
divergent processes of national accommodation (Garrett 1998; Kitschelt et al.
1999; Crepaz 2001; Swank 2002). Here the nation-state as the basic unit of
analysis in the explanatory model is not put in question.

The empirical analysis of the effects of economic globalization on national
policy is still at the beginning (Garrett 1998; Beisheim et al. 1999; Busch and
Pliimper 1999; Iversen and Cusack 2000; Crepaz 2001). Given the few,
unconfirmed, results thus far, it would be too radical to abandon the trad-
itional explanatory model that rests on the nation-state as the unit of analy-
sis. This is not just because alternative and more complex models are
underarticulated (Ebbinghaus 1998). Due to the preliminary state of research
it seems more appropriate to turn the effects of economic globalization on
political performance into an empirical question. Our approach is to include
economic globalization as an independent variable in the model and empir-
ically investigate its effect by controlling for national factors, both political
and non-political ones.
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The preliminary state of research is also responsible for the fact that the
degree of international interdependence can only be empirically established
on the basis of foreign trade, measured as a percentage of imports and
exports of GNP. We do not use Garrett’s measure of capital mobility
(1998), as it does not contain sufficient data for the nations and time period
we investigate.

The status of outputs

The substantive difference between outputs and outcomes is one of the basic
premises of our study. In developing the normative model of political effect-
iveness of liberal democracies, we argued one could only appropriately
analyse effectiveness based on the outcomes of political decisions, unlike
what Eckstein (1971) or Putnam (1993) have argued. The question is whether
or how outputs must be accounted for in explanatory models as political
decisions that occur before outcomes. Comparative public policy researchers
do know that outputs do not lead directly to intended results (Castles 1998a:
10) but outputs are nevertheless not treated as an intervening, independent
dimension between explanatory factors and outcomes in their models (see
Figure 3.2).

In this section we thus discuss the status of outputs in our model. We
draw a distinction between an elaborated theoretical model and a model
applied in empirical research. While the former is elaborated in this
chapter, the empirical model forms the basis of the analysis presented in
Chapter 5.

The task of an elaborated theoretical model is to identify, describe, and
design the individual causal sequences of the process involved in determining
the object to be explained, as well as the factors that influence this process. It
is out of the question that in such a model outputs are to be treated as
political decisions occurring prior to the outcomes. For it is only with the
concept of outputs that a connection can be established between the actors
themselves and the factors that constrain their choices on the one hand
(explanatory factors) and the outcomes or performance (object explained)
on the other hand. Outputs function as intervening variables and are causally
prior to outcomes, as can be seen in Figure 3.7, the ‘theoretical model for
explaining the performance of liberal democracies’.

The empirical model, by contrast, is limited to the constructs that are
included in the empirical analysis. It contains all constructs whose effects
are of interest to the researcher, with the limitation that valid and reliable
indicators must exist for these constructs. Interest in including constructs in
the empirical model can be motivated either by substantive questions or by
the necessity of introducing relevant control variables. We examine whether
these two conditions also apply to the case of outputs.



Model for Explaining Performance 125

In terms of substantive questions one might be interested in the effect
outputs have on outcomes. Questions of this kind might include which
instruments produce better results (e.g. whether privately or publicly organ-
ized health care systems lead to higher levels of health in the population) or
whether more government expenditure is linked to better performance. Such
questions are characteristic for the evaluation research that analyses the
effectiveness and efficiency of policy programmes (Weiss 1972; Rossi and
Freeman 1989). In our study, however, it is not the evaluation of policy
programmes that matters but the evaluation of the performance of democ-
racies. Which specific means or instruments democracies use and how suc-
cessful these means are in reaching articulated goals, is of secondary
importance.

Before we address the second question whether outputs must be in-
cluded in the model as a control variable so that outcomes are not incorrectly
ascribed to political institutions and actors, we need to first address the
question of measurement of outputs. Typical indicators of outputs refer to
the effort or degree of governmental activity as measured by the extent
of financial resources utilized, that is, on the basis of governmental ex-
penditure data. The basic problem of such indicators is that individual
policies require quite different levels of financial resources (Zimmermann
1973), with the consequence that policy areas steered primarily by regula-
tory instruments are ignored. Social policy, for example, mainly uses finan-
cial means, while domestic security is largely steered by regulatory
instruments, and as a result the latter receives very little attention in policy
research.

Measures based on fiscal resources also can only be used to a limited
degree for making comparisons between individual nations, as different
national governments utilize differing instruments in the same policy areas
to achieve the same goals. Castles (1998b) has even argued that while con-
tinental Europe and Scandinavian welfare states primarily guarantee old age
protection through a financially based system of social security, Anglo-
American nations may achieve something similar by promoting private
home ownership. It is an ‘alternative means of accomplishing the horizontal,
life cycle redistribution that is one of the primary functions of the welfare
state’ (Castles 1998b: 5), even when such promotion is not guided by such an
explicit socio-political goal. Indicators based on fiscal resources thus can
capture only very specific aspects of government activity, and are inadequate
for determining the scope of government activity as a whole. In the end, the
only alternative to expenditure data is to specify and count laws or regula-
tions, since these are neutral with respect to the instrument employed.
Though such data is used in comparative research, it is often limited to
very specific policies, such as the number of working hours or working
conditions (Tsebelis 1999). Comprehensive data of this sort is simply
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unavailable for all the policy areas we investigate.'® So whether or not
outputs should be included in the model as a control variable, there is the
practical problem that outputs lack valid, reliable indicators as well as
adequate data.

So should outputs be included as a control variable in the model? We argue
that there is no substantial loss to the empirical model if we do without them.
Employing outputs as a control variable would have helped ensure that
outcomes were not incorrectly ascribed to political action, and that a connec-
tion existed between the political institutions and actors, and political per-
formance. But such a connection is already ensured by the choice of political
goals. We established as criteria for evaluating political performance these
goals that guide the choices of political actors (see Chapter 2). Therefore,
national governments have accepted responsibility for realizing such goals,
and if this minimal requirement is fulfilled, it is irrelevant what specific actions
a government takes. We have already noted that political action is not merely
present when a government takes on a responsibility to fulfill a particular task;
it can also simply be taking over the responsibility to guarantee that it will be
done (Hoffmann-Riem 1997). Additionally, governments also make con-
scious decisions not to act or address an issue, particularly when it is assumed
thata goal can be reached best in this fashion. This is particularly characteristic
of the liberal ideology about the role of the state that prevails in the US. We
therefore start from the premise that the selection of political goals already
establishes the minimal connection between political factors (actors and insti-
tutions) and outcomes, so no additional attention needs be paid to outputs.

In sum, we can say that in the theoretical model, outputs are causally before
outcomes. In the empirical model, however, we can do without the outputs
because we are not interested in questions about the effectiveness or efficiency
of particular policy programmes. Our model does not intend to evaluate the
effectiveness of policy programmes, but is rather an explanatory model for the
political performance of liberal democracies irrespective of means. Outputs
also do not need to be introduced as a control variable in the model since we
have already established that governments take on the responsibility to realize
outcomes in our conceptualization of political performance.

Finally, we want to point at a possible implication of this model. A policy
outcome model might have less explanatory power than a policy output
model. This is not only due to the fact that it is more difficult to control
outcomes than outputs. It is also because national differences in political
outcomes are smaller because nations try to realize the same goals by using
the most varied and different means (Castles and McKinlay 1997: 105).

16 If there was adequate information about legal activity, one would have another problem.
Since given the differing degree of complexity of laws, the question is whether a simple measure
of the number of laws or regulations is a valid indicator of the degree of political activity.
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Explanatory model

The goal of the integrated model for explaining the performance of liberal
democracies is not only to take the most important competing explanations
into account, but also to suggest a coherent theoretical approach that cap-
tures the status and interaction of the individual explanatory factors. The
object of explanation is the outcome or result of political action, also called
performance. The models to explain political performance suggested in the
comparative study of democracy have shown themselves to be insufficient, so
aspects from other research traditions have had to be borrowed to develop a
more appropriate model. The relevant explanatory factors could be found in
comparative public policy, as it typically studies the origin and effects of
policies. With the help of the veto player approach and the general paradigm
of rational choice institutionalism that focuses on the interaction between
political institutions and political actors, the interaction of explanatory
factors can be conceptualized. The main features of the integrated model
are described below.

One can draw a distinction between political and non-political explanatory
factors. The former includes political actors and political institutions, the
latter socio-economic modernity and economic globalization. The political
actors stand at the centre of the explanatory model, with the government as
the most significant political actor. The most important characteristic of a
government understood as a rational actor lies in the policy preferences or
ideological orientations that guide its actions. A democratic government is
limited in its ability to act by three factors: first, the institutional arrange-
ments that can be divided into the governmental system (formal structures)
and the relationship between governing and opposition parties (informal
structures). The governmental system is characterized by constitutionally
defined organs that limit executive autonomy, and the relationship between
governing and opposition parties is defined by the parties in executive and in
legislature that must agree to government decisions. The more constitutional
institutions as well as parties in executive and legislature there are, the less
room the government has to act. Second, decision alternatives for the gov-
ernment are structured by the degree of socio-economic modernity, which
here primarily implies financial resources available to government in carry-
ing out its decisions. Third, economic globalization places constraints on the
ability of government to act.

However, in the theoretical model (Figure 3.7) both socio-economic mod-
ernity and economic globalization are seen as only having an effect on
outcomes, mediated through the government. This is consistent with their
conceptualization as constraints. Basically, direct effects on outcomes are not
excluded. Wilensky’s (1975) theory of socio-economic determinants of pol-
icy, for example, suggested such a direct effect as an alternative to political
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FIGURE 3.7. A theoretical model for explaining the
performance of liberal democracies

explanatory factors. Yet, more recent research assumes that the effect of
socio-economic factors can only have an influence when it is mediated
through political factors (Schmidt 1993; Castles 1998a: 301-6). Regarding
economic globalization, the convergence thesis states a direct and the diver-
gence thesis an indirect effect mediated through politics. We find the assump-
tion of divergence theoretically more plausible, and therefore regard
economic globalization as a constraint on government action.

The major difference between this model and that used in comparative
research on democracy (see Figure 3.1) lies in the explicit consideration of
political actors. This is an answer to the critique that it is impossible to
conceive political performance without political actors’ behaviour (Schmidt
2000a: 347). Additionally, institutions of democratic governance are divided
into the governmental system and the relationship between governing and
opposition parties. Due to data problems, culture is not included in this
disaggregated explanatory model. However, we try to empirically analyse
the effect of culture on political performance by using the concept of families
of nations (see Table 3.1).

The model suggested here is similar to the standard model of comparative
public policy research, but deviates from it in three respects. One is that
political actors are given a particular role in the explanatory factors. The
actions of the government, as the most important political actor, is influ-
enced or restrained by the other explanatory factors. Another is that an
explicit conceptual distinction is drawn between outputs and outcomes,
even if outputs, as noted, are not addressed in the empirical analysis. Finally,
a broad definition of institution is used that not only includes constitution-
ally defined institutions (governmental system) but also takes account of the
informal rules that emerge from relatively enduring actor constellations
(relationship between governing and opposition parties).

We noted at the outset that the goal here was to develop a general model
for explaining the performance of liberal democracies, and the model should
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be applicable to all policy areas investigated here. It is in principle quite
possible that the explanation for performance in individual policy areas can
be improved by taking additional explanatory policy-specific factors into
account. The structural arrangement of corporatism might lend additional
explanatory power to economic policy performance, or the national welfare
state regime might additionally help to explain social policy performance, for
example. But because such factors have importance specific to individual
policy areas, they are not addressed in this general model.

Some Hypotheses

In this last part of the theoretical analysis we specify the hypotheses to be
tested in the empirical analysis. These hypotheses do not refer to perform-
ance in general but only to effectiveness as dependent variable and they take
only into account institutions of democratic governance as independent
variables.

Two types of hypotheses about the influence of political institutions can be
found in the literature. The most frequent type ascribes effects to political
institutions in terms of the formal characteristic of policies and policy results,
either variability or stability of policies (Tsebelis 1995, 2002; Schmidt 1996;
Birchfield and Crepaz 1998). The second type assumes political institutions
produce differing substantive policy results (Lijphart 19994). The influence
of political institutions on a third type, namely the degree of structural
balance (or trade-offs) in the policy patterns, is rarely and unsystematically
investigated. We thus address these three hypotheses of influence—variabil-
ity or stability, level, and structural balance—that political institutions might
have.

Variability or stability of policies and policy results

We previously discussed three approaches that deal with the influence polit-
ical institutions have on policy variability or stability: Tsebelis’s veto player
approach, Birchfield and Crepaz’s concept of competitive and collective veto
points, and Schmidt’s theory of the interaction between governing parties
and constitutional structures. All three start from a basic decision-making
law, according to which policy stability increases with increasing numbers of
actors who participate in decision-making. But this proposition is addressed
in quite different ways in the different approaches—and that results in
contradictory hypotheses.

Tsebelis (1995, 2002) argues that with increasing numbers of constitutional
and partisan veto players, the ability of the polity to react to challenges in its
environment by changing its policies decreases. Policy stability and the
stability of policy results, increases with increasing numbers of veto players.
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In our discussion of Tsebelis, we already noted that constitutional and
partisan veto players are treated as functionally equivalent, and that in
turn implies this hypothesis applies to both types of negotiation democracies,
based on constitutional and informal rules. This general hypothesis is modi-
fied in one crucial point by Birchfield and Crepaz (1998), however, as they
argue that the two types of negotiation democracies lead to differing results.
Policy stability, or maintenance of the status quo, is proposed only for
constitutionally defined negotiation democracies—or in their terminology,
for democracies with many competitive veto points—while policy change is
expected in negotiation democracies based on informal rules, and that have
many collective veto points. This is the exact opposite assumption as in
Tsebelis.

Schmidt (1996: 175) confines himself to analysing the effects constitution-
ally defined political institutions. He introduces a further condition that sets
it apart from both Tsebelis and from Birchfield and Crepaz. In constitutional
majoritarian democracies, policy change only occurs when the governing
parties have an unambiguous ideological position with respect to the political
decisions on the agenda.

If one then puts the hypotheses about the influence formal and informal
political institutions have on the stability or variability of effectiveness
together, one finds contradictory if not mutually exclusive assertions:

1. (a) Constitutional majoritarian democracies are characterized by a greater
variability in political effectiveness than constitutional negotiation dem-
ocracies (Tsebelis 1995, 2002; Birchfield and Crepaz 1998).

1. (b) Constitutional majoritarian democracies are not generally character-
ized by a greater variability in political effectiveness; variability depends
on the policy preferences of the governing parties (Schmidt 1996).

2. (a) Informal negotiation democracies are characterized by greater policy
stability than informal majoritarian democracies (Tsebelis 1995, 2002).

2. (b) Informal negotiation democracies are characterized by greater vari-
ability in political effectiveness than informal majoritarian democracies
(Birchfield and Crepaz 1998).

The level of political effectiveness

Liyjphart (1999a) is the most prominent advocate of the thesis that political
institutions produce differing substantive policy results. In a first formula-
tion, Lijphart (1994) found that majoritarian and consensus democracies
only differed in their degree of representation—in our terminology, in their
democratic performance—but showed no differences with respect to effective
governing. Lijphart’s (1999a: 293) later analysis comes to the conclusion not
only that the two types of democracies produce different policy results, but
even that consensus democracy has ‘kinder, gentler qualities’. Since our
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discussion of the performance of different democratic types was sparked by
Lijphart’s assertions, and because in what follows we will not only show
certain contradictions between his theoretical interpretation and his empir-
ical findings but that his empirical findings could be interpreted differently, it
is helpful to examine his study more closely.

Lijphart (1999a: 258) wishes to scrutinize the ‘conventional wisdom . . . that
there is a trade-off between the quality and the effectiveness of democratic
government’. This wisdom holds that consensus democracy may more
accurately represent interests, and in particular those of minorities, but that
precisely because there is broad participation in decision-making, this form
of democracy does not govern effectively. Majoritarian democracy by
contrast may only represent the interests of a majority in the population,
but because decision-making comes at a lower cost, policymaking is more
effective. Lijphart’s empirical analyses lead him to conclude that consensus
democracies bring more in the way of representation. He finds, for example,
that consensus democracies are characterized by a higher parliamentary
representation of women than are majoritarian democracies (Lijphart
1999a: 280-1).

Lijphart feels he has evidence to contradict the common wisdom that
greater representation comes only at the cost of effectiveness. Lijphart
(1999a: 274) first ascertains that majoritarian democracies are ‘not superior
to consensus democracies in managing the economy and in maintaining civil
peace’, which he establishes using indicators for economic growth, inflation,
and unemployment for the first, and riots and political deaths for the second
(Lijphart 1999a: 263-70). Second, he comes to the conclusion that there are
even some policy areas in which consensus democracies have a ‘significantly
better record’ than majoritarian democracies do, such as, in fighting inflation
on the one hand, and in welfare, environmental, and foreign aid policies on
the other (Lijphart 1999a: 270, 293-300). He interprets such non-economic
policy performance as an expression of the ‘kinder, gentler qualities’ of
consensus democracies that are associated with a strong community orien-
tation and social consciousness, and even calls it ‘the more feminine model’
of democracy (Lijphart 1999a: 293-4).

If we uncritically transfer these results into our conceptual framework,
consensus democracies are not only marked by better democratic perform-
ance, but Lijphart finds some better results in terms of systemic political
effectiveness. Yet, there are at least two cautions here. The first limitation
comes from the fact that the differences found between majoritarian and
consensus democracies apply only to the executives—parties but not to the
federal-unitary dimension (Lijphart 1999a: 300-1). There is only a single
indicator, the inflation rate, where Lijphart finds an effect of the federal-
unitary index. He explains the low inflation rate in power-dispersing
systems primarily with the existence of independent central banks: ‘the
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most important reason” why central banks are made independent, he writes,
‘is to give them the tools to control inflation’ (Lijphart 1999a: 273). Even
though Lijphart theoretically predicts the same effects for both of his (sub)-
dimensions, he is unsurprised by his findings, and implicitly even corrects his
theoretical assumption by stating that ‘the conventional wisdom does not
concern itself explicitly with the federal-unitary dimension’ and focuses on
the executives—parties dimension instead (Lijphart 1999a: 272).

The second limitation is of a more methodological nature. Lijphart largely
limits his performance analyses to calculating bivariate regression coeffi-
cients between his indices for consensus and majoritarian democracies and
his performance measures. Though he uses tests of significance for evaluating
these coefficients, his criteria are extremely generous: one-tailed tests and 10
per cent levels of significance. But the standard in empirical social research is
two-tailed tests when the theories cannot make clear assertions about the
direction of the relationship and a maximum 5 per cent significance level.

For that reason we did a re-analysis of Lijphart using more stringent
statistical criteria. Taking the 7-values and number of cases Lijphart presents
we identified those bivariate regression coefficients that are significant at the
5 per cent level in a two-tailed test. Under these more severe criteria, it is no
longer the case that twenty-five of the twenty-seven regression coefficients
indicating the ‘kinder, gentler’ qualities of consensus democracies remain
significant, but only fourteen (see Tables 16.1 and 16.2 in Lijphart 1999q).
This reduction by nearly half is considerable, and if one eliminates those that
refer to democratic performance (such as the differential satisfaction with
democracy of those who support governing or opposition parties), then only
seven significant coefficients remain. If one further eliminates those meas-
ured with output indicators (such as expenditures for foreign aid as com-
pared to for defence), then only two outcome indicators remain—which
measure the degree of socio-economic equality in two different ways.'”

Employing these harder statistical as well as substantive criteria leaves
only a single policy area—social policy—in which consensus democracies are
superior to majoritarian democracies along the executives—parties dimen-
sion. This finding is interesting inasmuch as it converges with a series of
other empirical analyses that have found systematic relationships between
social policy indicators and democratic structure (Huber et al. 1993; Schmidt
1997h, 2000a: 347; Birchfield and Crepaz 1998; Crepaz 1998, 2001).'8

Given this empirical evidence, Lijphart’s conclusion in Patterns of Dem-
ocracy that consensus democracies have a better record than majoritarian
democracies with respect to performance does seem rather exaggerated. It is

7 Lijphart (1999a: 278) measures the degree of social inequality using the ‘rich-poor ratio
1981-93’ and the ‘decile ratio 1986’ from the LIS (Atkinson et al. 1995).

"8 1t is also true that opposite relationships could be determined for the two types of
negotiation democracies, but we will not pursue this issue further here.
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more plausible to state a weaker argument, as Lijphart (1994) did in an
earlier analysis, that consensus democracies are no worse than majoritarian
democracies. Given his generous use of significance criteria, and that his
earlier work came to a more cautious conclusion, it is hard to avoid the
impression that his work is normatively coloured in favour of consensus
democracy—and his wording even gives it away: consensus democracy
‘should appeal to all democrats’ (Lijphart 1999a: 293).

Lijphart’s original motivation for addressing consociational and consen-
sus democracy was to correct the idealized image of majoritarian democracy
that predominated in the American political science literature during the
1950s and 60s (see Almond 1956). In his earlier work, Lijphart was more
interested in introducing, developing, and defending consociational or con-
sensus democracies as a second, equivalent type of democracy. In his later
work, and particularly in Patterns of Democracy, his ambition seems to have
increased, to demonstrate that consensus democracies are fundamentally
superior to majoritarian democracies. This is clearly evident in what he sees
as the practical implications of his findings: ‘Because the overall performance
record of the consensus democracies is clearly superior to that of the major-
itarian democracies, the consensus option is the more attractive option for
nations designing their first democratic constitutions or contemplating
democratic reform’ (Lijphart 1999a: 301-2).

Regardless of how sound Lijphart’s interpretation of his results is, we are
interested particularly in the theoretical question why consensus democracies
could produce better performance—if it actually existed. Lijphart himself
does not provide any convincing arguments. He situates his work as putting
the ‘conventional wisdom’ in question ‘that there is a trade-off between the
quality and the effectiveness of democratic government’ (Lijphart 1999a:
258) and he notes the definitional characteristic that consensus democracies
represent a broad array of interests. He then describes the disadvantages of
decision-making in majoritarian democracies: fast but not necessarily wise
decisions unsupported by a broad consensus (Lijphart 1999a: 258-60). Yet,
one cannot construct advantages for consensus democracy out of the disad-
vantages of majoritarian democracies, at least not in such a manner that they
would result in ‘kinder, gentler’ politics or policies.

It is ambitious to want to attribute an ability to produce substantively
differing policy results to political institutions, but the theoretical arguments
adduced are weak and the empirical result, at least in part, questionable.
After critically reviewing his results, we found that that only one policy area
remained, social policy, in which a difference still appeared to exist in
performance between majoritarian and consensus democracy, and then
only on the executives—parties dimension. If one includes the questions we
have raised elsewhere about Lijphart’s analysis, for example that corporat-
ism is included as a structural characteristic in the executives—parties index or
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that there are only a few control variables, then the suspicion seems justified
that a more scrupulous and sophisticated investigation might find consider-
ably less influence of political institutions on effectiveness, or perhaps no
differences at all in the levels of political effectiveness between informal
majoritarian and negotiation democracies.

If one takes Lijphart’s statements and analyses about the influence
formal and informal political institutions have on performance and places
them in conjunction with our critical evaluation of his findings, one finds
contradictory if not mutually exclusive assertions about the influence
of the arrangements of political institutions on the level of political effect-
iveness:

1. Constitutional negotiation democracies do not differ from constitutional
majoritarian democracies in their levels of political effectiveness. The only
exception is in the reduction of inflation, where constitutional negotiation
democracies perform better (Lijphart 1999a).

2. (a) Informal negotiation democracies are superior in effectiveness
to informal majoritarian democracies particularly in non-economic
policy areas, where ‘kinder, gentler qualities’ come to the fore (Lijphart
1999a).

2. (b) Informal negotiation democracies are superior to informal majoritar-
ian democracies in only one policy area: social policy.

The structure of political effectiveness (policy patterns)

Because comparative policy research does not have a tradition of simultan-
eously analysing multiple policy areas, systematic hypotheses as to the effect
of political institutions on the structure of political effectiveness, or rather
policy patterns, are also lacking. At stake is a formal characteristic, namely
the degree of structural balance or trade-offs between different policy areas.
Balanced policy patterns exist when the specific goals are not maximized at
the cost of other goals. Balance or trade-offs can exist with respect to the
relations between individual policy areas as well as with respect to the
typology of political effectiveness that simultaneously describes the relation-
ship between all the policy areas investigated here.

The few hypotheses that have been formulated with respect to the typology
of political effectiveness have been suggested when explaining individual,
nation-specific cases such as the ‘American Exceptionalism’ or the ‘politics of
the middle way’ in Germany. Yet diametrically opposed effects are asserted
as arising from the same kinds of institutional arrangements. Schmidt (1987),
for example, regards Germany’s balanced policy pattern as the result of a
constitutionally defined dispersion of power that includes bicameralism and
federalism, as well as due to the dominance of coalition governments. Yet
King (1973), as well as Amenta and Skocpol (1989), regard the US policy
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pattern as imbalanced due to the constitutionally defined dispersion of power
enshrined in the system of ‘checks and balances’. This contradiction arises
primarily from the fact that the starting point is the respective national policy
pattern for which plausible explanations are then sought. We suggest the
opposite strategy, and attempt to deduce the impact of the basic principles of
constitutional and informal majoritarian and negotiation democracies on the
balance of policy pattern.

One can make relatively clear predictions for the majoritarian and nego-
tiation democracies based on informal rules. In informal majoritarian dem-
ocracies it is primarily the interests of the majority of the citizens that are
represented; minority group interests are neglected. The likelihood of an
imbalance between different policy areas is thereby enhanced. The opposite
is true of negotiation democracies based on informal rules. On the one hand,
a broad spectrum of societal interests—especially minorities—is represented
in legislature and executive and through a wealth of political parties. On the
other hand, parties in government work directly with one another on a daily
basis. But of course the ability to act is only possible when they cooperate; the
likelihood is thus large that compromise will be sought, and found, in making
decisions. Compromise is characterized by concurrent consideration of dif-
fering interests. Because the same forum makes many separate political
decisions, a balance is also possible over time between interests that consider
diverse issues. Accordingly, one can assume finding more balanced policy
patterns in informal negotiation democracies than in informal majoritarian
democracies.

No such clear hypotheses about balance or imbalance can be formulated
for constitutional majoritarian and negotiation democracies. Formal major-
itarian democracies have institutional structures that permit interests repre-
sented in government to carry out their agendas in a relatively unimpeded
fashion. But no predictions can be ventured as to the balance or imbalance in
the policy patterns from this, since it is not the constitutional structure that is
decisive but rather the party composition of the government. This compos-
ition decides whether it is majority interests or a variety of societal interests
that are politically represented and that must be taken into account in
political decisions.

It is difficult to derive hypotheses about policy pattern balance even for
formal negotiation democracies. Goodin’s analysis of the ‘checks and bal-
ances’ system in the US (1996), for example, argues that the constitutional
separation of powers, in the form of multiple power centres with mutual veto
power over one another, means only those policies will be adopted that all the
power centres can agree to—so one thus has a system of the smallest common
denominator. But what the characteristics of this smallest common denom-
inator are, and whether the policy pattern is balanced or imbalanced, cannot
be predicted from this interpretation.
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These considerations lead to the following hypotheses about the effect of
constitutional and informal political institutions on the policy pattern balance:

1. Constitutional negotiation democracies and constitutional majoritarian
democracies do not systematically differ with respect to the balance in
policy patterns.

2. Informal negotiation democracies are distinguished from informal major-
itarian democracies by more balanced policy patterns.

In sum, it is certainly possible to formulate hypotheses as to the effect of
political institutions with respect to the three characteristics of political
effectiveness: the level, the development or the stability, and the structure.

What is notable, however, is first that with a single exception (Tsebelis
1995, 2002), different effects are always ascribed to constitutional as opposed
to informal political institutions. Second, given the generally shared assump-
tion from decision-making theory that a systematic connection exists be-
tween the number of actors who participate in a political decision and the
stability of policy, it is surprising just how many contradictory hypotheses
have been put forward about the influence of political institutions on policy
stability and policy results. Third, the theoretical and empirical basis for the
argument that the arrangement of political institutions leads to differing
substantive policy results (Lijphart 1999¢) is also conspicuously weak. The
reason for this weakness might lie in the fact that substantive policy results
are to be expected from the formal (and non-substantial) feature of power
dispersion. But it is theoretically difficult to imagine varying results coming
about solely through formal differences. The hypotheses about the stability
or variability in the level of political effectiveness as well as the policy pattern
balance are both more restrained and more theoretically consistent than this,
since all they predict is that formal features will affect formal character-
istics—an aspect we will return to in the discussion of the empirical findings
in Chapter 6, the concluding chapter.

SUMMARY

The models to explain political performance employed in the comparative
study of democracy have two major problems. They concentrate on political
institutions and neglect the political actors who are indispensable—that is, if
one wants to explain political action and its consequences. Yet, no consensus
exists about the definition of political institutions or which institution will
have an effect on political performance. However, there is at least some
consistency in definitions in quantitatively oriented empirical analyses. It is
established by the indices suggested for measuring the institutional arrange-
ments. These indices include the executives—parties and federal-unitary di-
mensions Lijphart (1984, 19994a) suggests, and various others (Huber et al.
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1993; Colomer 1996; Schmidt 1996; Fuchs 2000) who try to encompass the
constitutional structure of democracies. But there are problems here, as some
constitutional veto player indices are multidimensional and Lijphart’s fed-
eral-unitary (sub-) index (1999a) has both methodological and conceptual
weaknesses.

The theoretical ‘Model for Explaining the Performance of Liberal Dem-
ocracies’ that we articulated in this chapter had two parts. The initial part
was devoted to developing a concept of institutions of democratic govern-
ance, and to suggest indicators with which to measure it. Several stipulations
were made in the process. First, the term institution was limited to include
only the rules that steer the actions of individuals, and to the political
institutions whose function was to make and implement collectively binding
decisions. Second, the governmental system and the relationship between
governing and opposition parties were assumed to be the two institutional
arrangements of democratic governance from which influences on political
performance could be expected. The governmental system was interpreted as
formal or constitutionally established rule structures, while the relationship
between governing and opposition parties was seen as an informal governing
structure that developed out of relatively lasting constellations of partici-
pants. Third, based on these categories, four constitutional veto player
indices for clearly measuring the governmental system were described:
Lijphart’s federal-unitary index, Schmidt’s institutional constraints of cen-
tral state government, and Fuchs’s minimal governmental system indices
A and B. Three partisan veto player indices were suggested to measure the
relationship between governing and opposition parties: the simple partisan
veto player index, Schnapp’s veto players in the lower house, and the number
of governing parties. Democracies are often categorized as dichotomies, as in
Lijphart’s distinction between majoritarian and consensus democracies,
but we distinguish between four democratic types: majoritarian or negoti-
ation democracies based on constitutional rules, and majoritarian or
negotiation democracies based on informal rules.

An integrated model to explain the performance of liberal democracies
was also suggested. It was based on the models developed by comparative
public policy research and the veto player approach. Rational choice insti-
tutionalism provides the core for our theoretical approach, and according to
it, institutions and other macroanalytic factors are seen as constraints on the
behaviour of political actors. The executive stands at the heart of our
explanatory model, and it is understood in terms of the ideological prefer-
ences that guide its actions. Its ability to act, however, is limited both by
political institutions—the governmental system as well as the relationship
between governing and opposition parties—and by two external factors, the
degree of socio-economic modernity, and the level of economic globalization.
The outputs of government are causally prior to the outcomes, which



138 Model for Explaining Performance

themselves in turn constitute policy performance. The empirical model does
not include outputs, for reasons we have explained.

Finally, we turn to hypotheses about the effectiveness of institutional
arrangements. These have been formulated with respect to three different
aspects of effectiveness: level, variability or stability, and policy pattern
balance. What they have in common (with one exception) is that they ascribe
different effects to constitutional as opposed to informal institutions of
democratic governance. Whether these hypotheses are supported by the
empirical results will be studied in Chapter 5. In the following chapter,
Chapter 4, we first analyse the level, development, and structure of the
political effectiveness in western democracies between 1974 and 1995.
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Level, Development, and Structure of the
Effectiveness of Western Democracies

The empirical analysis has two parts. In this chapter, descriptive questions
and hypotheses about the level, development, and structure of political
effectiveness in western democracies between 1974 and 1995 are analysed.
Chapter 5 is concerned with explanatory questions, where hypotheses about
the effects of constitutional and informal institutions of democratic govern-
ance regarding these three dimensions of political effectiveness are examined.

The descriptive questions and hypotheses are derived from the general
questions we have posed. The first issue is to characterize and compare the
investigated nations with respect to the level of their political effectiveness.
We are interested not just in the effectiveness specific to the four areas of
domestic security, economic, social, and environmental policy, but also in
general effectiveness covering all four policy areas. The concept of families of
nations (from Castles 1998a) is used as a heuristic to structure these analyses.
It is based on the premise that nations with common cultural traditions
develop similar political institutions and policy orientations among citizens
and politicians, and that these shape political decisions. The result of such
similarity is comparable levels of political effectiveness.

The development of political effectiveness is analysed with the help of
‘older’ (ungovernability and legitimation crisis) and ‘newer’ (globalization)
theories of crisis sketched at the outset of the book. These assert that the 1973
Oil Crisis led to a breakdown in the effectiveness of western democracies.
Since then, and increasingly since 1990, the claim is that effectiveness has
grown systematically worse due to a diminished capacity on the part of
national governments to steer policies. The consequence is an ever-stronger
adaptation and thus policy convergence between nations. Hence, what was
predicted was not merely deterioration in effectiveness, but also a decrease in
variation, both in policy-specific and general effectiveness, between nations.
The questions are whether these predicted general trends can be found, or
whether they are limited to families of nations, specific nations, or individual
policy areas.

The structure of political effectiveness, or the policy patterns, is analysed in
order to address three issues. First, we examine the various hypotheses
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regarding the trade-offs between specific policy areas. In particular, we
examine the best known propositions asserting that an effective economic
policy is only possible at the cost of an effective social policy and/or an
effective environmental policy. The second issue is whether the incompati-
bility (or tension) between these policy goals has increased from 1974 to 1995,
and in particular since 1990, as globalization theory predicted. Third, we
investigate what types of political effectiveness have developed in western
democracies, whether one can find systematic differences between families of
nations, and how stable national policy patterns are over time.

We therefore pursue two different types of questions here: case-oriented
questions about nations and families of nations, and variable-oriented ques-
tions about the relationship between individual dimensions of effectiveness.
First, we discuss the methodological and technical aspects of the empirical
analysis, including the data sources and the construction of the performance
indices. Then we study the questions regarding the level and development of
effectiveness for each selected policy area, and then for general effectiveness.
We then turn to questions of policy patterns, trade-offs between policy areas,
and more general questions about the structure and types of political effect-
iveness. We conclude the chapter with a summary of the most important
descriptive results for western democracies between 1974 and 1995.

DATA SOURCES AND THE CONSTRUCTION OF THE
PERFORMANCE INDICES

In the earlier discussion of the policy-specific models for evaluating effect-
iveness, fourteen indicators were identified. They provide the basis for inves-
tigating the four policy areas: (¢) domestic security, (b) economic, (¢) social,
and (d) environmental policy. In what follows, we describe the sources of the
data and the selection of the indicators, the strategies used to replace missing
data, and the details of constructing the performance indices.

Indicators and data

Table 4.1 lists all fourteen performance indicators, sorted by policy area and
component, and giving the data source we have used. The distribution of
these indicators by nation and time period, as well as the growth rates
between periods are given in Appendix Tables A.1.1 to A.1.14, together
with some summary statistics. In order to maximize comparability between
indicators, we only use data collected and processed by international organ-
izations or comparative research projects. Ten of the indicators are based on
data that come from various statistical series published by the OECD: three
economic performance indicators—adjusted GDP, standardized unemploy-
ment rate, CPI-based inflation rate (OECD 1986b, 1987, 1995¢; 1999a); one
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TABLE 4.1. Indicators and data
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Policy areas

Indicators

Source

Domestic security policy®
(a) Violent crime

(b) Property crime

Economic policy
(@) National income

(b) Misery

Social policy
(a) Health

(b) Income distribution
(national minimum)

Environmental policy
(a) Environment

(b) Natural resources

Standardization
information

Murder and manslaughter (per
100,000 residents)
Robbery (per 100,000 residents)

Burglary (per 100,000 residents)

Gross domestic product
(adjusted for price and
purchasing power, in US
dollars per capita)

Standardized unemployment
rate

Inflation rate (consumer price
index)

Infant mortality (per 1,000 live
births)

Poverty rate (below 50 % of the
median of equivalent income)

Emissions of
sulphur oxides (kg per capita)
nitrogen oxides (kg per capita)
carbon dioxide (kg per capita)
Municipal waste production (kg
per capita)
Fertilizer use (tons per square
kilometer)
Water consumption (cubic
meters per capita)

Population size (in thousands)
Area (in square kilometers)

WHO, World Health Statistics
Annual

Interpol, International Crime
Statistics

OECD, National Accounts

OECD, Main Economic
Indicators

OECD, Health Data

LIS

OECD, Environmental Data
Compendium

UN, Demographic Yearbook

# Protection of life and property only.

health policy indicator—infant mortality (OECD 1998¢); and six environ-
mental indicators—sulphur oxides, nitrogen oxides, and carbon dioxide
emissions, municipal waste production, fertilizer use, and water consumption
(OECD 1993, 1995b, 1997). The quality of the economic and health policy
data can be regarded as good, both according to expert opinion and by how
often these data are employed in comparative research. More scepticism is
warranted for the quality of the environmental indicators, as both definition
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and measurement procedures of individual indicators not only vary between
nations but even vary over time in some nations (see Binder 1996). Never-
theless, there is consensus in comparative environmental policy research that
these environmental data are the best currently available (Crepaz 1995: 407,
Janicke et al. 1996a: 42).

Domestic security policy data comes from two different sources. Murder
and manslaughter data come from the WHO’s World Health Statistics,
regarded as the best comparative source for such data (Kalish 1988: 2;
Huang and Wellford 1989: 36) while robbery and burglary data are taken
from the International Crime Statistics published by Interpol. Poverty data
are based on the LIS using microanalytic household data. Experts regard it
as the best available comparative data on income inequality, an evaluation
evidently shared by the OECD as it relies on this data in its publications on
income distribution (19954, 1998d). Poverty is defined in relative terms, as an
income level below 50 per cent of the average income, with the median of the
equivalent income as measure of average income (for details of this poverty
definition, now used as an informal standard, see OECD (1998d), the LIS
home page, Smeeding 1997, and Smeeding et al. 1990: 58).

All measures, with the exception of two indicators, are standardized with
respect to population size or the size of specific population groups, in order
that they can be directly interpreted as the per person effects of political
action.! The exceptions are the inflation rate that measures the yearly growth
of the consumer price index, and fertilizer use that employs an areal measure.
The UN’s Demographic Yearbook 1969 supplies the standardization infor-
mation.

A second selection criterion, in addition to data comparability, is com-
pleteness: as far as possible, the data series should include all western dem-
ocracies and the period from 1974 to 1995. Of the twenty-three OECD
nations with longer democratic traditions, Iceland and Luxembourg could
not be included because too much statistical information was lacking.? But
data was missing even for the other twenty-one nations: Australia, Austria,
Belgium, Canada, Denmark, Finland, France, Germany (up to 1991 West
Germany), Great Britain, Greece, Ireland, Italy, Japan, the Netherlands,
New Zealand, Norway, Portugal, Sweden, Switzerland, Spain, and the
USA. Seven of these nations lacked data for specific indicators: Australia

! Standardization based on economic performance, as it is used in part in comparative
environmental policy research (see OECD 1994), is ignored here because it measures a relation-
ship between policy areas.

2 Asit s, these two nations are often omitted in comparative public policy research and in the
comparative research on democracy simply due to their small size (less than half a million
residents; see Castles 1998a: 6). Because such nations are ‘extremely vulnerable to international
influences’, their inclusion would have a ‘disturbing impact’ on the analysis, Lijphart argues
(1999a: 263).
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(sulphur oxides emissions), Great Britain (municipal waste), Greece (pov-
erty), [taly (burglary), Japan (poverty), New Zealand (poverty, sulphur and
nitrogen oxides emissions), and Portugal (poverty). Individual periods of
measurement in some nations are also lacking for the domestic security,
poverty, and environmental performance indicators. Missing data is one of
the basic problems in the comparative analysis of macro data (Gurr 1972),
and it is typically addressed with data replacement procedures.

Data replacement and data estimation procedures

The two most frequent data replacement procedures in macroanalytic policy
research are interpolation and substitution using the variable mean. Inter-
polation is used to estimate missing values that lie between two time points
(Gurr 1977: 47; Schmidt 19975: 168). Substitution using the variable mean is
applied if data is missing for entire cases or nations, as occurs particularly in
environmental or poverty indicators. Here missing values are replaced by the
average for all other nations for which data exist on the respective indicator
(Jahn 1998: 127; UNDP 1998: 28). In both cases, the unknown values are
simply replaced by estimated values based on the information available for
that variable.” We use such data replacement procedures as well, though in
part go beyond the typical practices. The following four examples illustrate
the various methodological strategies that have been used to substitute for
missing values:

o Missing values between two time points: Carbon dioxide emission data is
missing for the time from 1981 until 1984 for Great Britain (see Table
A.1.11), so interpolation was used to estimate it. That is, the values
between the available data points in 1980 and 1985 are estimated by
means of a linear regression.

o Missing values at the beginning or end of a time series: The Interpol data
series on robbery only begins in 1977 (see Table A.1.2), and the Canadian
data series on sulphur oxides ends in 1994 (see Table A.1.9). In these cases,
extrapolations are made on the basis of the longer-term trends in the
respective nation.* These long-term trends are established with the use of

3 Other data replacement procedures use additional information for estimation. Thus, for
estimating environmental performance indicators, one could utilize information about energy or
automobile use, or levels of economic development. Newer procedures and programmes to
impute missing values use such methods (King et al. 2001; Schafer 2000). These more demanding
procedures could not be used here because additional estimation information is missing for most
performance variables.

4 An extrapolation based on short-term trends, that might, for example, include the first or
last five years, was not considered because in the case of rather volatile indicators, this would
have resulted in extremely distorted trends. Only in the case of Greece was a short-term trend
used to estimate values for robbery and burglary indicators at the beginning of the time series
because negative values would have resulted from using the long-term trend.
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regression analysis, with missing data at the beginning or end of a data
series estimated on the basis of the regression coefficient. Thus, an estima-
tion strategy is used that also assumes a linear trend.

e Missing data for a specific indicator in a nation: This is the case for the seven
nations and five variables listed earlier. Unlike common practice, these
values are not replaced with the mean value of all other nations in the
sample where data exist for this indicator. Instead, the mean value is
calculated only for those nations that belong to the same family. The
assumption is that due to the many similarities between family of nations
this is a better estimate.

e Only one time point for an indicator is available for a nation: This is
particularly true of data on poverty rates (see Table A.1.8), municipal
waste production (see Table A.1.12), and water consumption (see Table
A.1.14). In such cases the missing values are based on an extrapolation of
longer-term trends in the respective family of nations, which means this
method combines the two strategies just described. The assumption is that
estimation based on the respective family of nations is superior to one
based on all investigated nations.

If one of these types of missing values was found in one of the fourteen
indicators, then the same data replacement procedure was employed.

There was only one performance indicator, the standardized unemploy-
ment rate, for which a different procedure was used. Here data was missing
for certain periods in some nations; the data series for Denmark only begins
in 1988, for example (see Table A.1.5). In such cases, the unstandardized
unemployment rate, also published by the OECD, was used instead. While
this procedure is not uncommon (Schmidt 1992a: 29; Castles 1998a: 228;
Armingeon et al. 1999), it is not always documented. It rests on the assump-
tion that unstandardized data more accurately reflect the actual develop-
ments in the respective nations than would estimated data.

The use of these five data replacement procedures is unavoidable if one
wants to empirically study the question of effectiveness in western democra-
cies at all. Even when replacement procedures can claim some plausibility,
the basic problem remains that these data do not capture actual develop-
ments but only estimate them. The only practical, and at the same time,
acceptable answer for this problem lies in disclosing and documenting the
replacement procedures (see the footnotes to Tables A.1.1-A.1.14 providing
the original values for all performance indicators). The most missing values
are found in the poverty indicator (see Table A.1.8), but as noted previously,
this indicator is the only one which measures the distribution of political
goods rather than just their volume. However, for control purposes, the most
important analyses are conducted a second time without this particular
indicator.
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There is an important consequence when one uses such estimation proced-
ures. Because they are based on linear regression, development over time is
‘smoothed’ in the respective cases. This needs to be taken into account
particularly when analysing and interpreting longer-term developments.
For performance indicators whose change depends on longer-term factors
such as wealth (as in some environmental indicators), this kind of estimation
poses no problems. If, however, the indicator is subject to situationally
specific fluctuations (as is true for some criminal offences in a few nations),
the deviations from the actual developments are likely to be greater.

The construction of performance indices

We are less interested in analysing the fourteen performance indicators than
in analysing the broader concepts of policy-specific and general political
effectiveness. This requires composite measures. In our discussion of general
political effectiveness we examined the principles that govern such compos-
ites and came to three decisions. First, the individual indicators and all three
indices used—the indices of the policy-specific components, the indices of
policy-specific effectiveness, and the global index of general effectiveness—
were standardized on a 0 to 100 scale. The end points were set as the best
(100) and worst (0) performance over the entire time investigated; a value
between these end points immediately indicates a nation’s deviation from the
best and worst practice, such that 50 means the nation lies exactly in the
middle. Second, in constructing these three summary indices, individual parts
are equally weighted. Third, the aggregation of the standardized individual
indicator values, as well as of the sub-indices, is done with the help of an
arithmetic mean. The precise nature, and implications, of the standardization
technique deserves discussion.

We already noted that standardization based on best and worst practice
is used both in QOL research (Morris 1979), and in studies where bench-
marking is used to evaluate policies (Schiitz et al. 1998; Mosley and
Mayer 1999), as this produces clearer measures than can be achieved with
a z-score transformation. It is also superior to a simple ranking of nations (as
in Schmidt 1998b: 192), because it is possible to more precisely determine the
distance between individual nations. We use the formulae employed in policy
benchmarking for standardizing the values. They vary depending upon
whether the best practice is specified by a minimum value (e.g. robbery) or
a maximum value (e.g. GDP) (Mosley and Mayer 1999: 48):°

5 To increase clarity in interpreting these values, we employ 0 and 100 as end points of the
scale, unlike Mosley und Mayer (1999: 48) who use 0 and 1.
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1. For indicators in which the minimum values represent the best practice,
then
i =100 — (((min —x)/ min )*F)

where F = min /(min —max )*100; x = original value, i = standardized value;
if x =min, then i =100 — 0 = 100; if x = max, then i =100 — 100 =0.

2. For indicators in which the maximum values represent the best practice,
then:
i =100 — (((max —x)/ max )*F)

where F =max /(max —min)*100; x = original value, i = standardized value;
if x =max, theni= 100 — 0= 100; if x =min, then i =100 — 100 = 0.

The individual indicators are first standardized using these formulae. For all
subsequent levels of aggregation—policy-specific components, policy-specific
effectiveness, and general effectiveness—the values are standardized anew
such that the respective performance indices will go into the next aggregation
with the same weighting. All individual indicators and all three indices are thus
measured with a uniform scale from 0 to 100; low values thus always indicate
poor effectiveness, and high values always indicate good effectiveness.

There is no question that this indicator is more readily understood than the
z-score—commonly used in macroanalytic studies—that measures devi-
ations from the mean in units of standard deviation (Castles and McKinlay
1979; Ricken 1995; Lijphart 1999a). However, there are some questions
about the implication of such standardization. Mosley and Engelmann
(2000: 20), for example, have drawn attention to the fact that extreme outliers
also lead to extremely skewed distributions. So when a nation has extremely
high values for criminal offences, as is the case for murder and manslaughter
in the USA (see Table A.1.1), the values of all other nations are all shifted
upwards. These skewed variables thereby are also given greater weight in
composite measures. According to Mosley and Engelmann (2000: 20) one
can only reduce this problem with ‘more rigorous standardization of the
underlying data’ as through a z-score transformation. Still, this solution
would come at the cost of transparency.

While this objection has some merit, it is less problematic in terms of
content. In fact, if there are positive or negative outliers then it is justified to
represent the exceptional nature of these nations in the composite measures.
More serious is the question whether skewed distributions create statistical
problems for subsequent methods of analysis that assume normally distrib-
uted variables. This particular objection is mitigated by the fact that we employ
regression analysis based on ordinary least squares estimates, which is robust
against violations of normality assumption (Pennings et al. 1999: 194).¢

% In addition, the most important statistical analyses here were conducted not only with the
described performance indices, but also with z-score transformed indices. No systematic devi-
ations could be found between the variables transformed by one method or the other.
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LEVEL AND DEVELOPMENT OF POLICY-SPECIFIC
AND GENERAL EFFECTIVENESS

A number of questions need to be answered in the following empirical
analysis. First, which nations have the best and worst policy effectiveness?
Are there systematic differences between the families of nations with respect
to effectiveness, either general or policy-specific? Second, has effectiveness in
western democracies generally worsened between 1974 and 1995? Or does it
vary instead by policy area and nation, or families of nations? Third, did
western democracies converge with respect to their effectiveness in this
period? Or has this development varied as well by policy area?

The empirical analysis proceeds in three steps. The first is to examine the
level and development of effectiveness in the four policy areas of (¢) domestic
security, (b) economic policy, (¢) social policy, and (d) environmental
policy. Each analysis begins with a short description of the original indicators
(the details are documented in the appendix), then the indices of the policy-
specific components are described, and at the end the index of policy-specific
effectiveness is analysed. In this manner, the most important informa-
tion about the individual performance indicators is provided in a compre-
hensible way. At the same time the content and homogeneity of the
composite measures are described. The second step analyses the general
effectiveness encompassing all the policy areas examined. The third step
directly compares the level and development of policy-specific and general
effectiveness between time periods (before and after 1990) and among fam-
ilies of nations.

The empirical analyses are uniformly structured. First, the data contained
in the tables as to level and development of effectiveness are grouped into the
five families of nations that Castles proposes (1998a), and listed in the order
presented in Table 3.1—first English-speaking, then Scandinavian, Contin-
ental Western European, Southern European, and the special cases of Switz-
erland and Japan at the end. These families are optically separated in the
tables, and mean values are calculated for each family. With the exception
of the special cases the countries within a family are listed alphabetically.
The values for Switzerland are presented before those of Japan because the
nation has more in common culturally with the other four families than does
Japan.

Second, Greece, Portugal, and Spain are not only a cultural family but also
have in common that they are all young democracies. Democracy was
introduced in Greece by a plebiscite in 1974, a democratic constitution
came into force in Portugal in 1976, and the first democratic elections took
place in Spain in 1977. Since we investigate the development of effectiveness
in democratic systems since 1974, Portuguese effectiveness is only measured
as of 1976, and Spanish only after 1977 (Schmidt 2000a: 381).
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Third, for reasons having to do with content and presentation, some
analyses of the development of effectiveness were based on time periods.
Since we assume that economic cycles have an influence on effectiveness,
these time periods are defined accordingly, and four periods were distin-
guished: 1974 to 1979, 1980 to 1984, 1985 to 1989, and 1990 to 1995. With
one exception, these time periods mirror the way economic cycles are de-
scribed in comparative policy research (Castles and Dowrick 1990: 180;
Hicks and Kenworthy 1998: 1644). The exception is the division of the time
from 1980 to 1989 into two periods, undertaken in order that the lengths of
the periods remained fairly close.

In all, three aspects of effectiveness were investigated: the level, the devel-
opment of this level, and the development of differences between the nations.
Different statistical measures were used in the analysis of these three dimen-
sions, as follows:

o Level of effectiveness:

A nation’s level of effectiveness is studied on the basis of a mean value per

time period for a specific performance index. Means are also calculated for

each nation and for all families of nations.
e Development of the level of effectiveness:

1. Change in the level of effectiveness is determined by calculating the
difference between levels in the first time period (1974-9) and the last
time period (1990-5). This measure shows by how many points a nation
has risen or fallen with respect to the 0 to 100 performance scale over
the entire 1974-95 period. Thus the absolute change in a nation’s
position, or in the position of a family of nations, is measured on the
performance scale.”

2. In addition, the mean absolute annual change over the entire time
period is determined with the help of the unstandardized regression
coefficient b. This coefficient provides information not only about the
annual trend but also about its linearity and its statistical significance.

3. The structure of the development is established with the help of a
correlation coefficient that calculates the relationship between the
level of effectiveness in the first time period (1974-9) and the change
of the level of effectiveness between the first and last periods (see point 1
above). A negative sign indicates that the development can be charac-
terized as one of ‘catching-up’ on the part of lagging nations (Castles
1998a: 16). A positive sign indicates by contrast, that the difference
between the best and worst performing nations has grown larger over
the entire period (this coefficient is presented as a correlation in the
lower right-hand corner; in Table 4.1 it is —0.02).

7 In addition, in the tables presenting the distribution of the original indicators (see appendix),
relative growth is used as an indicator of change.
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e Development of national differences:

1. The question of national convergence is measured by the coefficient of
variation ‘V’ (see the row ‘V’ in the following tables). The advantage of
this coefficient over other measures of variance such as the standard
deviation is that it is a relative, or standardized, measure of variance
rather than an absolute measure. This means that it can be used to
directly compare different variables. The coefficient of variation may be
obtained by dividing the standard deviation by the arithmetic mean. In
other words, the standard deviation is expressed in units of the mean
(Wagschal 1999b: 115).

2. To be able to make statements about the stability of the ranking
between nations over time (or about ‘cross-national variation’; see
Castles 1998a: 16), the level of effectiveness of the nations at the
first time period (1974-9) is correlated with all following time periods.

In addition, the variability or stability of effectiveness per nation over time is
measured with a coefficient of variation. This coefficient is also included in
the following tables (in the column ‘V’) but will only be systematically
investigated in conjunction with the later causal analysis.

The descriptive analyses are uniformly structured in the same manner for
each of the four policy areas and for general effectiveness: first the level, then
the development of the level, and finally the development of differences
between nations are studied. We are interested in a description of the effect-
iveness of western democracies, and the hypothesis that these democracies
are converging on a low level of effectiveness is investigated. This general
hypothesis is specified for each of the policy areas.

Domestic Security Policy

Social disintegration has become increasingly central in arguments during
the 1990s about the pernicious influence of economic globalization. The
presumption is that globalized markets lead to a dismantling of national
welfare states and thus to unfettered capitalism; the consequences can be seen
in manifold societal phenomena (Habermas 1998: 68-9; Miinch 1998: 9-10),
including increased poverty and social inequality, insecurities, anomie, and
social exclusions. If one uses a narrower definition of social integration, then
it is the illegal acts of members of a society that are the centre of attention.
Crime rates can then be interpreted as proximate ‘expressions of failing social
integration’ (Friedrichs 1997; Fuchs 1999: 153).

The level and development of the two basic forms of criminal offences,
violent crimes and property crimes, are measured here, the former by murder
and manslaughter as well as robbery rates, the latter by burglary rates. These
three serious criminal offences were selected because it is more possible to
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ensure comparability between nations with these indicators than with other
crime indicators (Gurr 1977, 1979; Lynch 1995; Kalish 1988). All of these
crimes also belong to the core of domestic security.

These three crimes are quite differently distributed. In all nations, increas-
ing frequency is associated with decreasing severity of the crimes,
though there is considerable variation between the nations with respect to
individual offences. Overall, the frequency increases from the offences
of murder and manslaughter (a mean of 1.8 deaths per 100,000 population)
through robbery (a mean of 58 offences per 100,000 residents) to burglary
(a mean of 1,161 offences per 100,000 residents) (see Appendix Tables
A.1.1-A1.3).

The greatest differences between nations are found with respect to murder
and manslaughter. The USA has the highest level, with 9.4 dead per 100,000
residents, far ahead of Finland (3.0) and Canada (2.2). At the lowest level,
with less than 1 dead per 100,000 residents, one finds Ireland, Greece,
and Japan. Two facts are noteworthy here, namely the negative outlier
position of the USA, and the great similarity in values between all the
other nations. The public discussion of the exceptionally high murder rate
in the USA often attributes it to specific cultural norms, but international
comparative analyses have been able to show that the widespread possession
and availability of guns in the USA is an important contributory factor. The
likelihood that violent altercations take a deadly turn increases with the
diffusion of guns in the population (Gurr 1989: 18; Lynch 1995: 37). Murder
and manslaughter crimes in western democracies have risen slightly from an
average of 1.7 (1974-9) to 1.9 (1990-5). But this is not a general trend since
in seven of the twenty-one nations investigated the situation has actually
improved.

For the violent crime of robbery, the USA also holds the negative
record with 225 cases per 100,000 residents; Spain is in second place with
154 and Canada, with 101 crimes, is in third. Japan (1.7) and Greece (5.3)
have the lowest rates. Unlike with murder and manslaughter, however, there
has been a distinct increase in the crime of robbery. Between 1974-9 and
1990-5 the number of robberies has nearly doubled, from a mean of 39 across
all nations to a mean of 78, a trend that can be observed in every case except
Japan.

The performance index violent crimes (Table 4.2) aggregates the data on
murder and manslaughter as well as robbery into the aforementioned stand-
ardized measure that ranks nations by their degree of effectiveness from 0
(worst practice) to 100 (best practice). The USA (13.7) stands, at conspicuous
distance, at the bottom of the ranking. The best performance with respect to
violent crimes is provided by Japan (98.2), Greece (97.4), Norway (93.6),
Switzerland (92.4), Portugal (90.5), and Denmark (90.2). The special cases of
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TABLE 4.2. Violent crimes (performance index®) 1974-95

Level (mean per period) Trend

1974-9 1980-4 1985-9 1990-5 1974-95 V Difference b

Australia 86.4 81.7 81.5 78.8 82.1 0.04 -75 —0.44%*

Canada 71.9 72.3 75.5 72.9 73.1 0.03 1.0 0.13

Great Britain 90.2 90.0 86.0 83.5 87.4 0.04 —6.8 —0.45%*

Ireland 92.1 89.1 90.6 87.8 89.9 0.03 —43 —0.23%%

New Zealand 94.4 94.3 85.5 83.3 89.3 0.06 —11.1 —0.76%*

USA 16.7 13.9 18.0 6.9 13.7 048 —98 —0.38
75.3 73.5 72.9 68.9 72.6 0.05 —64

Denmark 95.7 91.4 89.7 84.2 90.2 0.05 —11.5 —0.66**

Finland 80.2 81.2 81.3 78.0 80.1 0.03 -2.1 —0.10

Norway 95.9 93.2 92.8 92.3 93.6 0.02 =37 —0.22%*

Sweden 89.9 89.2 86.9 83.9 87.4 0.03 —6.0 —0.36"
90.4 88.8 87.7 84.6 87.8 0.03 -—58

Austria 90.4 89.5 90.8 86.5 89.2 0.02 -39 —0.19%*

Belgium 93.1 87.3 81.8 81.0 85.9 0.07 —12.1 —0.70%*

France 87.4 81.5 79.7 75.0 80.9 0.06 —12.4 —0.73%*

Germany 90.5 88.4 88.5 84.3 87.9 0.03 —6.2 —0.35%*

Italy 91.1 88.4 85.5 0.8 86.4 0.05 —10.4 —0.62%*

The Netherlands  93.0 90.8 84.7 77.2 86.3 0.08 —158 —1.00%*
90.9 87.6 85.2 0.8 86.1 0.05 —10.1

Greece 99.4 98.6 97.4 94.2 97.4 0.02 =52 —0.31%*

Portugal 92.1 92.3 90.7 87.7 90.5 0.05 —45 —0.42%*

Spain 924 82.0 58.1 56.9 69.4 0.25 -35.6 —2.50%%
94.7 91.0 82.1 79.6 85.8 0.09 —15.1

Switzerland 94.4 92.5 92.8 89.9 92.4 0.02 —45 —0.24%*

Japan 96.6 97.8 98.8 99.6 98.2 0.01 3.0 0.19%*
95.5 95.2 95.8 94.8 95.3 0.02 —0.7

All countries 87.33 8501 8270 79.28  83.40 0.05 -8.1 —0.47%*

14 0.20 0.20 0.21 0.24 0.21

Correlation

with 1974-9 0.99 0.90 0.91 —0.02

** p <0.01; * p <0.05 (two-tailed).

# Values range from 0 to 100 (0 = worst practice . .. 100 = best practice) from 1974-95. Values are the
mean of the standardized variables for murder and manslaughter (see Table A.1.1) and robbery (see
Table A.1.2) with subsequent standardization of the mean.

Legend: V = coefficient of variation; difference = difference between 1974-9 and 1990-5; b =
unstandardized regression coefficient (OLS-estimate).

Switzerland and Japan show themselves to be particularly effective with
respect to violent crimes, in the sense of minimizing violence.

The general trend is that of an increase in violent crimes. Only in Japan
and Canada did performance improve by a small amount (by 3 points in
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Japan, 1 point in Canada) on the 0 to 100 performance scale. The greatest
continuous increase in violent crimes, by far, was seen in Spain, whose
position worsened by an average of 2.52 points per year (b) on the perform-
ance scale from 92 (1974-9) to 57 (1990-5). At first glance, this development
would appear to be one of the effects accompanying the transition from
dictatorship to democracy and to increasing affluence. But the increase in
violent crimes in the other newer democracies Greece (b = —0.31) and
Portugal (b = —0.42) is sufficiently varied that one cannot assume that the
increase in violence is a general characteristic of such system transformations.

It is noteworthy that the USA does not have the worst performance among
property crimes as measured by burglaries (see Table A.1.3). With 1,345
burglaries per 100,000 residents, it takes only a middling position: New
Zealand (2,211), the Netherlands (2,183) and Denmark (2,072) have the high-
est values. The lowest values are found in Portugal (88), Norway (109) and
Greece (147). Other studies (Lynch 1995: 15) have also noted that the negative
outlier role of the USA is limited to violent crimes, and interpret it as a
refutation of the ‘conventional wisdom’ that the nation is the ‘most crime-
ridden’. For all nations taken together, the mean number of burglaries has
risen by 1.5 times, from 909 (1974-9) to 1,366 (1990-5), though one cannot
speak of a general trend. In some nations, notably Canada, the USA, Norway,
Sweden, Switzerland, and Japan, the situation has actually improved.

The mean annual change reflected in the standardized performance index
of property crimes® (Table 4.3) shows the greatest loss of effectiveness be-
tween 1974 and 1995, and thus the greatest increase, in the Netherlands. This
nation’s position on the performance scale reduces per year by 3.61 points on
the scale (b) on average. The level of effectiveness sinks dramatically between
the first (75) and last (17) time period investigated; we will discuss this special
case in more detail later.

The empirical results based on the domestic security policy performance
index (Table 4.4) do not contribute much new information beyond the results
already discussed for the partial aspects of violent crime and property crime.
At this general level, the USA has the worst level of performance (12.4) by a
wide margin, followed by the Netherlands (50.1), Finland (50.8), and New
Zealand (51.8). The best performance is found in Greece (95.5), Japan (94.5),
Norway (93.4), and Portugal (91.6). At this policy-specific level, one can
therefore see two families of nations with opposite patterns. In terms of
above-average performance, we have the two special cases of Switzerland
and Japan. In terms of below-average performance, we find the English-
speaking nations, excepting Ireland.

8 The name of the theoretical concept (in this case, property crimes) is used for the standard-
ized performance index (standardized scale from 0 to 100) rather than the indicator name (in this
case, burglary), even though, as here, the performance index is based on only a single indicator.
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TABLE 4.3. Property crimes (performance index®) 197495
Level (mean per period) Trend

1974-9 1980—4 1985-9 1990-5 1974-95 V Difference b
Australia 73.2 63.8 53.1 48.0 59.7 0.19 =252 —1.60%**
Canada 62.9 62.7 65.0 63.2 63.4 0.03 0.3 0.09
Great Britain 69.1 63.0 55.0 453 58.0 0.17 -23.8 —1.43%*
Ireland 81.0 71.9 78.2 77.4 78.7 0.04 -3.6 —0.21*
New Zealand 59.8 49.0 353 33.2 44.5 0.28 —26.6 —1.61**
USA 62.5 63.5 67.2 71.6 66.3 0.07 9.2 0.62%*

68.1 63.3 59.0 56.5 61.8 0.12 —11.6
Denmark 57.8 50.0 40.0 43.2 48.0 0.16 —14.6 —0.90**
Finland 52.9 52.5 52.1 52.2 52.5 0.01 -0.7 —0.05*
Norway 97.0 97.2 97.2 97.6 97.3 0.00 0.6 0.04%**
Sweden 56.1 58.0 57.7 56.4 57.0 0.04 0.3 0.05

66.0 64.4 61.8 62.4 63.7 0.04 -3.6
Austria 82.7 79.1 78.7 70.7 77.7 0.06 —12.1 —0.68**
Belgium 89.4 84.1 84.8 76.9 83.8 0.08 —12.5 —0.74**
France 88.7 83.4 82.1 80.4 83.7 0.04 -83 —0.48**
Germany 70.4 64.6 53.1 52.3 60.2 0.14 —18.1 —1.19%*
Italy 81.2 73.5 66.2 59.5 70.1 0.13 -21.7 —1.34%%*
The Netherlands  74.8 56.0 32.5 17.3 45.2 0.55 -57.5 —3.61**

81.2 73.5 66.2 59.5 70.1 0.14 -21.7
Greece 100.0 98.6 94.9 91.9 96.3 0.04 8.1 —0.51%**
Portugal 98.1 97.8 98.2 97.3 97.8 0.01 —-0.8 —0.07
Spain 96.0 84.7 69.3 76.2 79.7 0.13 —19.8 —1.17%*

98.0 93.7 87.5 88.5 91.3 0.06 —-9.6
Switzerland 74.1 74.3 74.7 74.4 74.4 0.01 0.4 0.05
Japan 93.2 93.7 94.4 95.2 94.1 0.01 2.0 0.12%*

83.7 84.0 84.6 84.8 84.3 0.01 1.2
All countries 77.19  72.74 68.09  65.73 70.88 0.09 -—11.5 —0.65%*
V 0.20 0.22 0.29 0.33 0.24
Correlation

with 1974-79 0.95 0.80 0.73 0.05

** p <0.01; * p < 0.05 (two-tailed).
# Values range from 0 to 100 (0 = worst practice . .. 100 = best practice) from 1974-95. Values are the
standardized variables for burglary (see Table A.1.3).

Legend: V = coefficient of variation; difference = difference between 1974-9 and 1990-5; b =
unstandardized regression coefficient (OLS-estimate).

The overall averages show effectiveness in this policy area has worsened
over the entire time period. It is largest, by a considerable margin, for the
Netherlands (b = —3.37) and Spain (b = —2.69); we have already noted that
the former nation was a negative outlier in property crime, and the latter
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TABLE 4.4. Domestic security policy (performance index”) 1974-95

Effectiveness of Western Democracies

Level (mean per period) Trend
1974-9 1980-4 1985-9 1990-5 1974-95 V Difference b
Australia 70.6 60.3 52.4 46.7 57.6 0.18 -239 —1.49%*
Canada 52.4 52.7 56.7 53.4 53.7 0.06 1.0 0.16
Great Britain 70.4 65.8 57.1 48.1 60.2 0.16 —-22.4 —1.38%*
Ireland 80.5 76.0 71.3 74.7 77.2 0.04 -538 —0.32%*
New Zealand 66.7 58.7 423 39.1 51.8 0.24 -275 —1.73%*
USA 11.9 10.5 16.2 11.4 12.4 045 -0.5 0.17
58.7 54.0 50.3 45.6 52.2 0.14 -132
Denmark 66.2 57.4 48.8 47.1 55.0 0.15 -19.1 —1.14%*
Finland 51.2 S51.7 51.5 49.2 50.8 0.03 -2.1 —0.11%
Norway 95.0 93.1 92.8 92.8 93.4 0.01 =22 —0.13%*
Sweden 60.7 61.5 59.7 56.5 59.5 0.04 —42 —0.23%*
68.3 65.9 63.2 61.4 64.7 0.05 -69
Austria 80.5 77.2 71.8 68.8 75.9 0.06 —11.6 —0.64%*
Belgium 87.3 79.2 75.7 69.4 78.0 0.10 —-17.9 —1.05%*
France 82.7 74.5 72.2 67.5 74.3 0.09 —15.1 —0.89%*
Germany 71.6 65.8 57.5 53.8 62.2 0.13 —-17.8 —1.12%*
Italy 79.9 72.3 64.8 56.5 68.4 0.14 -234 —1.43%*
The Netherlands 76.6 61.2 39.7 23.0 50.1 0.46 —53.5 —3.37%*
79.8 71.7 64.6 56.5 68.1 0.14 -232
Greece 99.7 98.1 94.5 90.0 95.5 0.04 -9.7 —0.60%*
Portugal 93.0 92.9 92.0 89.1 91.6 0.04 -338 —0.35%
Spain 91.7 75.8 47.1 51.2 63.0 0.31 —40.5 —2.69%*
94.8 88.9 71.9 76.8 83.3 0.11 -18.0
Switzerland 77.1 75.9 76.4 74.1 75.8 0.02 -3.0 —0.14%*
Japan 92.7 93.9 95.1 96.4 94.5 0.02 3.6 0.23%*
84.92 8491 85.76 8523  85.19 0.02 0.3
All countries 7420  69.25 6417 5994  66.71 0.11 -143 —0.82%*
14 0.26 0.28 0.32 0.37 0.29
Correlation
with 1974-9 0.97 0.79 0.77 —-0.19

** p <0.01; * p <0.05 (two-tailed).
# Values range from 0 to 100 (0 = worst practice . . . 100 = best practice) from 1974-95. Values are the
mean of the standardized variables for violent crimes (see Table 4.2) and property crimes (see Table

4.3) with subsequent standardization of the mean.

Legend: V = coefficient of variation, difference = difference between 1974-9 and 1990-5; b =
unstandardized regression coefficient (OLS-estimate).

nation for violent crimes. Only three nations deviate from this general
negative trend: in Japan, the situation has minimally improved, while in
both Canada and the USA no linear trend appears to exist, since criminality
increased until 1985-9 and then began decreasing.
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The number of criminal offences has continually increased from 1974 to
1995 in all the nations examined here, with the exception of Japan, Canada,
and the USA. There appears to be no specific pattern, however, as it is
neither the case that nations are (negatively) ‘catching up’, nor does it seem
to be the case of a further worsening on the part of the (worst) performers—
as the correlation coefficient (r = —0.19) between the level of the first time
period and the difference between first and last time periods indicates.
Effectiveness has diminished, but against what one might expect, the nations
have not converged at a lower level.

In fact, the tendency has been for the nations to become even more
dissimilar. The coefficient of variation increases from 0.20 (1974-9) to 0.24
(1990-5) for violent crimes and even from 0.20 to 0.33 for property crimes;
for domestic security policy, it is an overall increase from 0.26 to 0.37. This
increasing divergence can be traced back to the fact that criminality has
dramatically increased in certain nations, particularly Spain and the Nether-
lands, indicating that domestic security is not just influenced by general
factors but also by nation-specific factors, which in turn is relevant for the
variance between nations.

It is also noteworthy that the national ranking only changes marginally for
violent crimes (the correlations over time are all over 0.90) but that there is
much greater variation for property (the correlations decrease continuously
over time from 0.95 to 0.73). This can be interpreted as meaning that violent
crimes, particularly murder and manslaughter, are a relatively stable national
characteristic, while property crimes are to a far greater degree influenced by
nation-specific factors.

If one excludes Japan, Canada, and the USA for the moment, then it
would seem at first glance that the social disintegration processes predicted
by the crisis theory are confirmed by the data. But to place this negative
development in perspective, one should remember that crime rates, and
particularly property crimes, were rising continuously from 1945 through
1974 in both the USA and Europe (Gurr 1977). Switzerland and Japan were
already positive and special in this earlier period; Swiss property crime rates
were relatively stable and Japanese rates even went down. Thus, if the
negative development we note did not first begin with the economic recession
in 1973, then other and longer-term factors must be responsible for a process
that has lasted since 1945.

Criminology has suggested two different clusters of factors—motivations
and opportunities—which can explain the level and development of crime
rates (Cohen and Felson 1979; Lynch 1995). Among the motivating factors,
one can count the relative size of delinquency-prone groups, the proportion
of young men in the population, and how widespread unemployment and
poverty are (Gurr 1989: 15). The opportunities include such diverse aspects
as the increase in private property, the availability of weapons, and how well
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organized crime prevention is. In this framework, the general increase in
property crimes in western democracies is interpreted as an increase
in opportunities that come about because more private property is acquired
as wealth continues to rise (Gurr 1977: 73). This standard explanation also
fits with the data we present here, inasmuch as property crime frequency—
specifically burglary and robbery, where robbery is both a property and a
violent crime—has increased significantly between 1974 and 1995, while the
pure violent crimes of murder and manslaughter have barely increased.

Economic Policy

Our study begins after the end of the ‘golden age of the post-war era’ in
western industrial societies that lasted from 1950 until 1973 (Maddison
1991: 1). The end of this era of unprecedented increase in wealth was most
clearly marked by the changes in economic performance: a significant slow-
ing of economic growth, increasing unemployment, and rising inflation rates
(Maddison 1991, 1995). The collapse of the Bretton Woods system of fixed
exchange rates that had provided a stable economic environment during the
‘golden age’, the ‘Oil Shock’ of a twelve-fold increase in the price of crude oil,
and the subsequent price increases in other products that the Oil Shock
unleashed, were all seen as contributory factors for this sharp change in
performance (Maddison 1991: 132).

In the meantime, there is growing agreement that this also ushered in the
era of increasing interdependence of national economies, accelerating the
process of economic globalization. If the ‘golden age’ was marked by a
growing convergence between western industrial societies, then the period
since 1974 has been a new phase of economic divergence. Nations experi-
enced the economic recession differently, and responded in different ways
and at different speeds to it. The economic performance of western democ-
racies since 1973 has often been documented and analysed (Maddison 1991,
1995; Scharpf 1991; Cusack 1995; Castles 1998a). In the following, we briefly
summarize the key aspects of the level and development of economic per-
formance for all three components: national income, full employment, and
price stability, whereby the last two are combined into a component that, like
its corresponding index, is designated as misery.

The national income is measured, in US dollars, by GDP per capita
adjusted for price and purchasing power. This measure differs from others
commonly utilized, inasmuch as it can be used for longitudinal as well as for
cross-national comparison because it employs purchasing power parity ex-
change rates.” The mean for all nations is an income of $11,676 per capita

® The first to develop such a GDP-measure suited to cross-national comparison were Sum-
mers and Heston (1991); they published it in the context of the Penn World Table dataset. The
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(see Table A.1.4). The USA shows the highest value, at $16,440, but it no
longer occupies the dominant position it did during the 1950s and 1960s
(Maddison 1995: 22). Switzerland, at $15,670 mean per capita income,
already takes second place, followed by Canada at $13,597. Norway is
close behind, at $13,132, its wealth primarily due to oil production and
export. The poorest nations are in southern Europe—Greece ($7,098), Por-
tugal ($7,240), and Spain ($9,159)—though Ireland ($8,179) also provides
them company.

GDP has increased by a factor of three in all western democracies, from a
mean of $5,887 (1974-9) to $17,676 (1990-5). The annual mean increase, as
given in Table 4.5, is again the highest for the USA (b = 4.04), soon followed
by Japan (b = 3.79), Switzerland (b = 3.78) and Norway (b = 3.74); Greece
(b = 1.86) has the lowest value. The level of wealth in the richer nations has
markedly increased in comparison with the poorer ones, as can be seen in the
correlation between the first period and the subsequent growth (r = 0.74).'°
Correspondingly, there has been little change in the ranking between the
nations over the entire time period (the correlation has diminished from 0.98
to 0.89). The finding that national divergence has significantly decreased,
from 0.42 (1974-9) to 0.23 (1990-5), is particularly arresting since it indicates
that the development of national income is clearly deviating from the pre-
dicted general trend: Nations are not converging on a low but rather on a
higher level of effectiveness.

The standardized unemployment rate that measures the number of un-
employed in relation to the working population is on average 6.8 per cent
(see Table A.1.5). Switzerland (1.1 per cent) has the lowest rate, followed by
Japan (2.3 per cent), Austria (3.0 per cent), Norway (3.3 per cent), and
Sweden (3.4 per cent). Two of the poorest nations, Spain (16.8 per cent)
and Ireland (12.3 per cent), have the highest unemployment rates. On aver-
age, in all nations, the unemployment rate has nearly doubled (from 4.4 to
8.4 per cent), with only the USA and Portugal providing the exceptions to
this negative trend.

The inflation rate, measured on the basis of the consumer price index,!!
showed a mean of 7.8 per cent for the period under investigation (see Table
A.1.6). Germany’s inflation rate (3.5 per cent) was the lowest—its tight fiscal
policy is often explained with reference to the experience of hyper-inflation

OECD has since then made such a measure available in the context of their National Accounts,
and covering the time since 1970.

19 However, there is a catching-up in terms of relative rates of growth; that is, the growth rates
in the poorer nations are distinctly higher than in the richer nations.

"' The consumer price index measures price increases that comprise about 60 per cent of the
economic activities contained in GDP. The alternative measure, the GDP deflator, is more
comprehensive (OECD 2000). However, because government policy is primarily oriented toward
the CPI, this measure was selected (Schmidt 1982: 207).
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TABLE 4.5. National income (performance index”) 1974-95

Level (mean per period) Trend
1974-9 1980-4 1985-9 1990-5 1974-95 V Difference b
Australia 14.6 30.6 45.8 62.0 38.2 0.51 474 2.97**
Canada 18.5 37.1 55.5 70.8 45.4 047 523 3.20%*
Great Britain 12.9 27.4 43.9 58.9 35.8 0.53 46.1 2.90%*
Ireland 3.8 14.5 24.2 48.0 22.9 0.80 442 2.72%*
New Zealand 13.0 27.5 39.0 50.4 324 047 374 2.34%*
USA 25.1 46.5 67.5 89.7 57.2 0.46 64.6 4.04**
14.6 30.6 46.0 63.3 38.7 0.52 48.7
Denmark 15.7 33.1 50.6 70.6 42.6 0.53 549 3.44%*
Finland 11.1 28.2 44.3 56.0 34.8 0.53 449 2.81%*
Norway 13.9 33.7 51.9 74.2 43.5 0.56 60.3 3.74%*
Sweden 16.2 33.3 49.2 61.3 39.9 0.46 45.0 2.81%*
14.3 32.1 49.0 65.5 40.2 0.52 51.3
Austria 13.6 31.1 45.5 67.3 39.4 0.55 53.7 3.31%*
Belgium 14.4 31.5 45.4 68.7 40.1 0.54 542 3.34%*
France 16.4 34.1 48.5 67.1 41.5 0.49 50.7 3.12%*
Germany 12.8 29.1 43.9 65.6 38.0 0.56 52.7 3.26%*
Italy 12.2 29.2 44.4 63.6 37.4 0.55 51.4 3.17%*
The Netherlands 14.9 29.7 43.3 62.9 37.8 0.51 48.1 2.98%*
14.1 30.8 45.2 65.9 39.1 0.53 51.8
Greece 4.0 13.8 21.5 34.0 18.4 0.66 30.0 1.86%*
Portugal 2.9 10.6 19.2 36.5 19.0 0.71 33.6 2.25%%*
Spain 9.0 16.9 27.5 43.8 27.0 0.51 3438 2.42%*
5.3 13.8 22.7 38.1 214 0.61 32.8
Japan 11.8 29.4 46.9 733 40.6 0.61 61.5 3.79%*
Switzerland 23.6 449 62.3 85.1 54.0 0.46 61.5 3.78%*
17.7 37.1 54.6 79.2 47.3 0.52 61.5
All countries 13.36 29.15 43.83 62.37 37.43 0.53 49.0 3.04**
vV 0.42 0.31 0.28 0.23 0.26
Correlation
with 1974-79 0.98 0.96 0.89 0.74

** p <0.01; * p <0.05 (two-tailed).
# Values range from 0 to 100 (0 = worst practice . . . 100 = best practice) from 1974-95. Values are the
standardized variables for gross domestic product (see Table A.1.4).

Legend: V = coefficient of variation; difference = difference between 1974-9 and 1990-5; b =
unstandardized regression coefficient (OLS-estimate).

during the Weimar Republic in the 1920s as well as the currency reform in
1948 (Schmidt 1989: 68)—along with Switzerland (3.5 per cent) and Japan
(4.3 per cent). Greece (17.4 per cent), Portugal (16.3 per cent), and Spain
(10.3 per cent), along with Italy (11.1 per cent), showed the highest inflation
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rates. Unlike the unemployment rate, the inflation rate in western democra-
cies has markedly reduced since the 1973 economic recession, falling by nearly
two-thirds from 11.7 to 4.1 per cent overall. This positive trend can be seen in
all nations. Even though the unemployment and inflation rates have moved in
opposite directions since 1974, they have one great similarity—the correlation
of the national ranking between the time periods is nearly identical, falling
from 0.85 to 0.55 for the unemployment rate, and 0.86 to 0.55 for the inflation
rate (see Tables A.1.5 and A.1.6). Compared with all other investigated
indicators, these are the two dimensions of effectiveness with the largest
variability in ranking between nations over the entire period.

The misery performance index aggregates unemployment and inflation
rates, with the name—but not its construction—taken from its origins in
the ‘misery index’ that sums together the national unemployment and infla-
tion rates. The performance index is constructed in the same manner as all
the other indices, that is, first the unemployment and inflation rates are
standardized in a 0 to 100 scale and then an arithmetic mean is calculated.
Families of nations only partly evident at the level of the individual perform-
ance indicators can thereby be discerned at the level of this composite
measure (Table 4.6).

The best practice is found among the special cases of Switzerland and
Japan, while the worst is among the southern European family together with
Ireland. However, there is no continuous development at this more general
level that combines unemployment and inflation rates. Given that these two
rates developed in opposite directions over the entire time period, this is
hardly astonishing. On average across all nations, the economic situation
worsened between 1974-9 and 1980-4, but became better in the following
time period (1985-9) and remained stable subsequently. No uniform trend is
evident at the level of the individual nations either. The only noteworthy
nation was Portugal, with an above-average positive annual trend (b = 3.22),
but in all other nations, the development was not nearly as linear. Unlike
national income, one can see a catching-up process in the misery dimension:
economic performance between 1974 and 1995 has improved particularly in
those nations that directly experienced this slump (r = —0.52).

As a final step, the standardized performance indices of national income
and misery are integrated into a general measure of economic policy, as seen
in Table 4.7. Switzerland has, by a considerable margin, the best performance
value (79.5), followed at a comparably high level by Japan (68.7), the USA
(67.6), and Austria (66.9). Spain (26.6), Greece (32.5), Portugal (32.7), and
Ireland (34.2) have the worst values. Here, too, the special cases show the
best and the southern European family shows the worst performance. By
including national income, economic performance increases by an average,
across all nations, of 40 to 70 points on the scale. The nation with the highest
average annual increase is Portugal (b = 3.04), closely followed by the USA
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TABLE 4.6. Misery (performance index®) 1974-95

Level (mean per period) Trend

1974-9 1980-4 1985-9 1990-5 1974-95 V  Difference b

Australia 57.3 56.7 59.6 64.2 59.6 0.09 6.8 0.46**

Canada 57.4 49.8 63.7 63.2 58.7 0.12 5.8 0.55*

Great Britain 49.5 47.6 57.9 62.5 54.5 0.17 13.0 1.02%*

Ireland 4.3 28.9 40.5 49.4 40.8 0.24 7.1 0.67*

New Zealand 68.1 60.1 60.0 67.8 64.4 0.11 -0.2 0.09

USA 60.5 57.8 74.1 73.7 66.6 0.13 13.2 1.06%*
55.9 50.2 59.3 63.5 57.4 0.14 7.6

Denmark 57.6 48.8 72.0 70.2 62.3 0.17 12.6 1.03%*

Finland 58.5 63.3 75.3 56.9 63.0 0.16 —1.5 0.03

Norway 76.7 70.7 77.8 78.6 76.1 0.07 1.9 0.28

Sweden 73.9 69.2 82.5 69.6 73.6 0.09 —44 —0.03
66.7 63.0 76.9 68.8 68.7 0.12 2.1

Austria 82.8 79.8 86.8 83.5 83.2 0.04 0.7 0.18

Belgium 62.3 51.2 66.4 69.8 62.8 0.13 7.5 0.63*

France 62.9 50.8 61.7 61.7 59.5 0.09 -—1.1 0.09

Germany 81.8 74.1 79.5 74.0 77.4 0.07 -7.8 —0.39*

Italy 41.7 39.0 57.1 57.4 48.9 0.21 15.7 1.15%%*

The Netherlands 69.9 63.7 75.7 75.8 71.4 0.09 5.9 0.53*
66.9 59.8 71.2 70.4 67.2 0.10 3.5

Greece 58.4 32.6 37.4 38.6 423 0.32 —19.8 —0.82

Portugal 18.8 23.7 50.5 65.5 42.0 0.53  46.7 3.22%%*

Spain 333 19.1 20.2 23.5 23.0 040 -9.8 —0.40
36.8 25.1 36.0 42.5 35.8 0.42 5.7

Switzerland 92.7 91.1 96.1 85.7 91.2 0.06 —7.0 —0.23

Japan 73.1 86.2 92.1 91.2 85.3 0.13 18.2 1.27**
82.9 88.6 94.1 88.5 88.3 0.10 5.6

All countries 60.93 55.43 66.04 65.85 6222 0.14 4.9 0.39%*

vV 0.29 0.35 0.28 0.24 0.27

Correlation

with 1974-9 0.91 0.80 0.67 -0.52

** p <0.01; * p <0.05 (two-tailed).

# Values range from 0 to 100 (0 = worst practice . . . 100 = best practice) from 1974-95. Values are the
mean of the standardized variables for standardized unemployment rate (see Table A.1.5) and inflation
rate (see Table A.1.6) with subsequent standardization of the mean.

Legend: V = coefficient of variation; difference = difference between 1974-9 and 1990-5; b =
unstandardized regression coefficient (OLS-estimate).

(2.83), and Japan (2.81). Greece (b = 0.57) has by far the lowest average
annual increase.

The various predictions of loss of effectiveness in western democracies
were strongly influenced by the post-1973 economic dynamics, and were
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TABLE 4.7. Economic policy (performance index”) 197495

Level (mean per period) Trend

1974-9 1980—4 1985-9 1990-5 1974-95 V Difference b

Australia 38.7 47.3 57.3 68.9 53.1 0.24 30.1 1.90**

Canada 41.0 47.1 65.0 73.2 56.6 0.25 323 2.14%*

Great Britain 33.5 40.4 55.3 66.2 49.0 0.30 32.8 2.17%*

Ireland 24.4 22.9 34.7 52.9 34.2 0.40 28.5 1.88%*

New Zealand 43.8 474 53.8 64.4 52.5 0.18 20.6 1.35%%*

USA 46.3 56.8 77.4 89.5 67.6 0.28 432 2.83%*
38.0 43.7 57.3 69.2 52.2 027 31.2

Denmark 39.6 443 66.9 77.0 57.1 0.30 37.5 2.48%*

Finland 37.5 49.6 65.2 61.5 53.1 0.23 24.1 1.58%%*

Norway 49.1 56.7 70.9 83.6 65.2 0.23 345 2.23%*

Sweden 48.9 55.7 71.9 71.5 61.8 0.18 22.6 1.54%%*
43.8 51.6 68.7 73.4 59.3 0.23 29.6

Austria 52.3 60.4 72.3 82.5 66.9 0.19 30.2 1.94%*

Belgium 414 44.7 60.8 75.7 55.9 0.27 342 2.20%*

France 42.8 459 60.0 70.3 54.9 022 27.5 1.78%*

Germany 514 56.1 67.3 76.3 62.9 0.17 249 1.59%*

Ttaly 28.7 36.7 55.1 66.0 46.7 0.34 373 2.40%*

The Netherlands 45.9 50.7 64.9 75.9 59.5 0.22 30.0 1.95%*
43.8 49.1 63.4 74.5 57.8 0.23  30.7

Greece 33.5 24.6 31.5 39.1 32.5 025 5.6 0.57**

Portugal 10.9 17.9 37.5 55.5 32.7 0.59 44.6 3.04%*

Spain 22.3 18.8 25.3 36.2 26.6 0.32 139 1.12%*
22.2 20.4 314 43.6 30.6 0.39 214

Switzerland 63.4 74.3 86.8 93.7 79.5 0.16 303 1.97%*

Japan 459 63.0 76.0 90.2 68.7 0.27 442 2.81%*
54.7 68.7 81.4 91.9 74.1 021 372

All countries 40.06 45.78 59.81 70.00 54.14 0.25 29.9 1.9%*

Vv 0.29 0.32 0.27 0.22 0.25

Correlation

with 1974-9 0.94 0.85 0.78 0.01

** p <0.01; * p < 0.05 (two-tailed).

# Values range from 0 to 100 (0 = worst practice . .. 100 = best practice) from 1974-95. Values are the
mean of the standardized variables for national income (see Table 4.5) and misery (see Table 4.6) with
subsequent standardization of the mean.

Legend: V = coefficient of variation; difference = difference between 1974-9 and 1990-5; b =
unstandardized regression coefficient (OLS-estimate).

often formulated amidst that crisis. But our analysis of the central economic
dimensions of performance corrects an all too simplistic view of this devel-
opment: the ‘golden age’, with its above-average economic growth, may have
come to an end, but wealth has continued to rise in western democracies since
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1974, if at a less steep rate. The dramatic rise in inflation that was part of the
new era after the Oil Crisis seems to have been alleviated in most nations by
the mid-1980s; only in Greece does one still find an above-average inflation
rate in the 1990s. The only dimension that develops negatively is the un-
employment rate; with the exception of the USA and Portugal, it has con-
tinuously worsened since 1974. Unemployment is thus the characteristic
negative aspect of the new age.

Social Policy

1973 was a turning point in western democracies not just for economic policy
but also for social policy. Economic recession had negative effects on welfare
state programmes and expenditures since it led to a reduction of government
resources for such purposes. In the earlier ‘golden age’, welfare states con-
tinued to expand, but after 1973, this trend slowed. At various times and to
various degrees, western democracies responded to tighter financial re-
sources with cuts in benefits and the dismantling of welfare state pro-
grammes. Though there is disagreement about how to characterize the
degree of policy change—whether only incremental adjustment, as some
(Pierson 1996; Garrett 1998; Stephens et al. 1999) argue, or a more radical
change (Clayton and Pontusson 1998)—there is at least agreement that a new
phase of restructuring and dismantling the welfare state began after the mid-
1970s. Many feel that this process has only intensified since the 1990s with
increasing economic globalization (Beisheim and Walter 1997; Habermas
1998; Miinch 1998; Ziirn 1998).

There is a widespread argument that holds that the openness of economies
and the accompanying capital mobility exerts pressure to lower socio-
political standards, as in this fashion one can increase national economic
competitiveness (Beisheim and Walter 1997). This process of ‘social dump-
ing’, it is further argued, leads to race to the bottom as all try to underbid
each other. The result is that western democracies then end up converging on
a lower welfare state level (Alber and Standing 2000). All such theories and
hypotheses as to the restructuring or dismantling of the welfare state at least
implicitly assume that such changes or reforms go hand-in-hand with corre-
sponding losses of effectiveness. Yet since the majority of the relevant em-
pirical studies focus on analysing welfare state outputs, the question remains
open to what extent benefit cuts and programme dismantling actually leads
to the assumed effectiveness losses. Our analyses of welfare state perform-
ance since 1974 can provide the first answer.

Available data unfortunately limit our consideration to only two compon-
ents of social policy: health and income distribution (national minimum).
Health is measured by infant mortality per 1,000 live births, or in other
words, the proportion of infants who die within a year of their birth
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(OECD 1998¢). The national minimum is measured by the poverty rate,
defined by the proportion of persons who live in a household whose income
lies under the poverty level (Smeeding et al. 1990). The poverty level is set as
under 50 per cent of the average income, itself defined by the median of
equivalent income. The poverty level defined this way has become an infor-
mal standard in international comparative research, and this relative meas-
ure, based on a concept of the ‘economic distance of the individual income
earner to the average citizen’ is based on the following definitions and
methodological choices (Smeeding et al. 1990; Kohl 1992; Forster 1994):

e Income is defined as the income still available to a household after sub-
traction of taxes and transfer of benefits. A household is thus only poor
if it remains under the poverty level even after benefits have been
accounted for.

e The individual economic well-being (equal to the equivalent available
income) is determined based on the available household income, weighted
with the help of an equivalence scale that takes differing size of households,
or number of persons in a household, as well as their composition (parents,
children) into account.'?

e The income of the average citizen is determined based on the median
equivalent income, since the arithmetic mean is readily skewed upward
by the presence of a few extremely high incomes. In an income distribution
skewed to the left, the arithmetic mean is normally higher than the median.
Using a median as the basis leads to a more cautious estimation of the
poverty level (Kohl 1992: 279).

At this juncture, it should again be reminded that this measure of income
distribution is only one that reflects a minimum standard of living for the
members of the society. A more radical interpretation involving flattening
income differences cannot be used as a criterion for evaluating the perform-
ance of western democracies because ‘the Model for Evaluating Effectiveness
in Liberal Democracies’ is limited to those criteria about which there is a
consensus.

The concept of families of nations is also used here as a heuristic for
describing differences between nations. In the context of the welfare state,
these families have a meaning that goes beyond their cultural similarities, as
they also group different welfare states together. That is, the families more
or less reflect the different types of welfare state regimes as they have
been proposed in comparative welfare state research (Castles 1998a: 319).
There, differences have been drawn between liberal welfare states of the

12 The LIS uses the following formula: W = D/S¢, where W = economic well-being or
‘adjusted’ income (equivalent available income), D = disposable household income, S = house-
hold size, and e is a coefficient of elasticity that accounts for economies of scale and equals 0.5.
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Anglo-Saxon type, Scandinavian social democratic welfare states, and the
conservative welfare states of Continental European nations (Esping-Ander-
sen 1990). Newer studies add an additional type of ‘Latin Rim’ or southern
European welfare states (Leibfried 1992; Bonoli 1997) that includes not
only the family we have noted but also Italy. These types vary primarily
in their degree of decommodification (the independence of market par-
ticipation to uphold a socially acceptable standard of living), stratification
(the levelling of inequalities), and the welfare mix (the role of the state
relative to other producers of welfare such as the market or the household).
Given the convergence between the ‘families of nations’ typology of
Castles (1998a) and the ‘worlds of welfare capitalism’ of Esping-Andersen
(1990), in what follows we can analyse at least indirectly the effectiveness
of different welfare state regimes (see Schmidt 1998b; Goodin et al. 1999;
Kohl 1999).

The key characteristic of the health indicator infant mortality is not just
that it distinguished between highly developed and underdeveloped nations,
but also that it can distinguish within the group of highly developed indus-
trial societies examined here. The mean infant mortality across all investi-
gated counties is at 10 infants per 1,000 live births (see Table A1.7). There are
some nations, notably Japan (6.4), Sweden (6.6), and Finland (6.7) where
infant mortality is distinctly below the mean, and others, notably Portugal
(17.4) and Greece (14.4), where it is distinctly above. Scandinavian nations
(mean 7.3) are all above average in effectiveness, or in other words are
marked by a low infant mortality. Still, one cannot conclude from this that
social democratic welfare state regimes show particularly good performance,
since the special cases of Switzerland and Japan show themselves to be no less
effective (mean 7.1).

On average, in all nations over the entire time period, mean infant mor-
tality has been halved, dropping from 14.3 to 6.7, and the trend is universal.
As one can see in Table 4.8, the unstandardized regression coefficient for the
health performance index shows the least improvement in mean annual rates
for Scandinavia, and the most improvement for the southern European
nations. This development has the character of a catching-up process, as
one can see from the correlation between the level of effectiveness in 1974-9
and the ensuing improvements in effectiveness (r = —0.99). In Scandinavia,
as well as in Switzerland and Japan, all of which had already achieved a low
infant mortality in the 1970s, the improvement was much less large. A ‘ceiling
effect’ ensued in these nations once they reached an infant mortality rate of
4-6 per 1,000 live births. Conversely, growth was above average in those
nations that still had high infant mortality rates in the 1970s. Portugal was
the most extreme case (b = 4.44), but even comparatively wealthy nations
such as Germany (b = 2.32), Italy (b = 2.49), and Austria (b = 2.44)
saw above-average improvement. Overall, the level of effectiveness clearly
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TABLE 4.8. Health (performance index®) 1974-95
Level (mean per period) Trend
1974-9 1980-4 1985-9 1990-5 1974-95 V Difference b
Australia 68.1 79.7 83.6 90.9 80.5 0.12 228 1.41%*
Canada 69.3 82.5 88.1 91.7 82.7 0.11 224 1.39%*
Great Britain 64.1 76.9 82.7 90.7 78.5 0.14 26.6 1.64**
Ireland 60.5 78.2 85.6 90.3 78.4 0.16 29.8 1.84%%*
New Zealand 65.0 72.4 77.5 87.8 75.7 0.12 228 1.38%*
USA 63.2 74.1 79.0 84.7 75.1 0.12 21.5 1.33%**
65.0 77.3 82.7 89.4 78.5 0.13 243
Denmark 81.0 86.5 86.4 92.2 86.5 0.06 11.3 0.68**
Finland 82.8 91.2 92.9 96.8 90.8 0.07 14.0 0.86%*
Norway 80.4 86.5 85.7 94.6 86.8 0.07 14.2 0.83**
Sweden 85.4 90.5 93.0 96.2 91.2 0.05 10.8 0.69**
82.4 88.6 89.5 95.0 88.9 0.06 12.6
Austria 52.0 70.7 81.2 90.4 73.3 0.22 384 2.44%*
Belgium 63.7 76.1 81.8 86.8 77.0 0.13  23.1 1.45%*
France 72.2 81.9 86.8 91.7 83.0 0.10 194 1.24%*
Germany 55.8 76.2 85.9 92.7 77.4 0.20 37.0 2.32%*
Ttaly 48.7 69.1 80.6 88.5 71.4 0.23 398 2.49%*
The Netherlands 79.4 85.0 88.5 92.4 86.3 0.06 13.0 0.82%*
62.0 76.5 84.1 90.4 78.1 0.16 28.5
Greece 40.6 60.4 73.7 84.3 64.5 0.28 437 2.73%*
Portugal 12.6 44 .4 64.0 82.4 54.3 0.49 69.8 4.44%*
Spain 61.9 75.0 84.5 90.8 80.4 0.13 289 1.83%*
38.4 59.9 74.1 85.8 66.4 0.28 47.5
Switzerland 79.1 87.0 90.1 93.7 87.4 0.07 14.6 0.92%*
Japan 82.3 90.9 96.5 98.7 91.9 0.08 164 1.04%*
80.7 88.9 93.3 96.2 89.7 0.08 15.5
All countries 65.14 77.86 84.20 90.88 79.68 0.13 257 1.54%%*
V 0.26 0.14 0.08 0.05 0.11
Correlation
with 1974-79 0.98 0.89 0.81 —0.99

** p <0.01; * p < 0.05 (two-tailed).
# Values range from 0 to 100 (0 = worst practice . .. 100 = best practice) from 1974-95. Values are the

standardized variables for infant mortality (see Table A.1.7).

Legend: V = coefficient of variation; difference = difference between 1974-9 and 1990-5; b =
unstandardized regression coefficient (OLS-estimate).

improved between 1974 and 1995, and the ranking of the nations remained
relatively stable. As in the case of the national income, the nations
converged at a higher level of effectiveness: the coefficient of variation,
significantly, sank from 0.26 (1974-9) to 0.05 (1990-5). This means that by
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the 1990s, no significant differences in infant mortality existed among west-
ern democracies.

The poverty rate indicator is unusual, since unlike all other performance
indicators, it measures distribution rather than volume. On the other hand,
the data gaps here are relatively extensive, leading to frequent recourse to
data replacement procedures. We thus limit ourselves in interpreting by
focusing on those findings that are relatively robust. Based on the ‘cautious’
measure employed here (Kohl 1992: 279), a mean of 9.2 per cent of the
population in western democracies lived in poverty in the investigated time
period (see Table A.1.8). As was already true for violent crime, the USA at
16.9 per cent provides the negative outlier, followed by Australia and Canada
at about 12 per cent. At the other end, Belgium (4.7 per cent), the Nether-
lands (5.4 per cent), and Finland (5.5 per cent) have relatively low poverty
rates.

One can also discern a fairly clear structural difference between the fam-
ilies of nations: all English-speaking nations have above-average and all
Scandinavian have below-average poverty rates. This is an indication 