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Figure 1.1. Political Institutions, Policymaking Process, and
Policy Outcomes
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discussion that follow work backwards, starting from a definition of the

dependent variable.®

The Dependent Variable: Public Policies

Policies are complex undertakings. Bringing any particular “policy re-
form” to fruition is a process that involves multiple actors through many
stages of the policy process. It requires specific responses from economic
and social agents, and therefore necessitates several forms of coopera-
tion and positive beliefs about the durability and other properties of the
policy. That is, policies require a good deal more than a magical moment
of special politics to introduce “the right policy” in order to produce
effective results.

A universal set of “right” policies does not exist. Policies are con-
tingent responses to underlying states of the world. What might work

at one point in time in a given country might not work in a differ-

“We use “steps” from political institutions to policymaking processes and from policy-
making processes to features of policies. This schematic bears some resemblance to
the notions of structure, politics, and policy of the comparison of the United States and
Japan edited by Cowhey and McCubbins (1995).

policy making 1-16-08.indd Sec1:8 1/16/08 5:40:43 PM



Pourmicat InsTiTuTioNs, PoLicymakiNG, AND PoLicy: AN INTRODUCTION 9

ent place at another time. In some cases, particular characteristics of
policies or details of their implementation might matter as much as
the broad policy orientation in bringing up the desired outcomes. For
instance, Dani Rodrik (1995) analyzed six countries that implemented
a set of policies that shared the same generic title of “export subsi-
dization,” but had widely different degrees of success. Rodrik relates
success to such features as the consistency with which the policy was
implemented, which office was in charge, how this policy was bundled
(or not) with other policy objectives, and how predictable the future
of the policy was.

One important characteristic of policies that has been widely recog-
nized in recent work in economics is policy credibility. The effects of
policies on the final economic and social outcomes of interest depend
on the actions and reactions of economic and social agents, who take
into account their expectations about the future of the policies in ques-
tion before deciding on their responses. As Rodrik (1989, p. 2) explains,
in reference to trade reform, “it is not trade liberalization, but credible
trade liberalization that is the source of efficiency benefits. The predict-
ability of the incentives created by a trade regime, or lack thereof, is
generally of greater importance than the structure of these incentives.
In other words, a distorted, but stable set of incentives does much less
damage to economic performance than an uncertain and unstable set of
incentives generated by a process of trade reform lacking credibility.”

For those reasons, in the background work for this book, we sug-
gested that country authors pay special attention not only to the content
of public policies, but also to the characteristics of those policies, such
as their predictability, their adaptability to changing economic circum-
stances, and other related qualities. Unlike the content of policies, such
features have the advantage of allowing comparisons across multiple
policy domains. In addition, they fit very naturally within the proposed
theoretical framework. Consider the example of a hypothetical country

with two similarly sized parties that are highly polarized, and with elec-

?For models studying the effects of policies of uncertain duration in several economic
contexts, see Calvo (1996, section V) and Calvo and Drazen (1998).
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toral rules that tend to endow the government with a legislative majority.
In such a setting, if the PMP does not facilitate cooperation, as parties
alternate in power, the content of some policies may be shifting all the
time. Yet features such as policy stability (or, in this case, volatility) will be
a constant as long as the institutional setting does not change.

We list below some of the policy characteristics (“outer features”)
upon which we suggested that authors place their focus. The list, of
course, is not taxonomic, and country authors were encouraged to high-
light additional features of policies that were considered to be particu-
larly relevant in their own countries. (Several of them focused on the
content of policies, as well.)

Policy Characteristics (“Outer Features”)

Policy Stability. Some countries seem capable of sustaining policies over
time. In other countries, policies are frequently reversed, often at each
minor change of political winds (whether a change in administration
or even a change in some key cabinet member or senior bureaucrat).
By stable policies we do not mean that policies cannot change at all,
but rather that changes tend to respond to changing economic condi-
tions or to failure of previous policies, rather than to changes in political
administrations, parties, or coalitions. In countries with stable policies,
changes tend to be incremental, building upon achievements of previ-
ous administrations, and tend to be done through consensus and com-
promise. In contrast, volatile policy environments are characterized by
large swings and by lack of consultation with different groups in society.
We associate policy stability with the ability of political actors to strike
and enforce intertemporal agreements that allow certain fundamental
policies (“Politicas de Estado”) to be preserved beyond the tenure of par-
ticular officeholders or coalitions. Thus the notion of policy stability is
closely linked to the notion of policy credibility."

1 This notion of policy stability is also closely related to the notion of resoluteness in
Cox and McCubbins (2001).
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Policy Adaptability. 1t is desirable for countries to be able to adapt poli-
cies to changing economic conditions and to change policies when they
are obviously failing. However, governments sometimes abuse the discre-
tion to adapt policies by adopting opportunistic, one-sided policies that
are closer to their own preferences or those of narrow constituencies.
This can result in policy volatility, as policies may shift back and forth
as different groups alternate in power. In political environments that
are not cooperative, political actors sometimes attempt to limit such op-
portunism by resorting to fixed policy rules and mechanisms that are
difficult to change."" This has the benefit of limiting policy volatility,
but at the cost of reducing adaptability. In other cases, political systems
tend to generate gridlock, making it difficult to achieve change, a point
emphasized in the literature on veto players (Tsebelis 1995, 2002) and
on divided government. Whatever the reason, countries with low policy
adaptability will be unable to respond adequately to shocks, and may get

stuck in bad policies for extended periods of time.

Coordination and Coherence. Public policies are the outcome of actions
taken by multiple actors in the policymaking process. Ideally, different
agents acting over the same policy domain should coordinate their ac-
tions to produce coherent policies. However, this is not always the case.
In some countries on certain issues, policymaking involves a large num-
ber of agencies that do not communicate adequately with one another,
leading to what Cox and McCubbins (2001) have called “balkanization”
of public policies. Lack of coordination often reflects the noncoopera-
tive nature of political interactions. It may occur among different agen-
cies within the central government; between agencies in the central gov-
ernment and others at the regional or municipal level; or even among
agents that operate in different stages of the policymaking process (such

as when the complications that the bureaucracy might face during the

"'Some of the countries studied here, such as Brazil and Colombia, have embedded
important policy dimensions such as pension policies or intergovernmental transfers
into the constitution.
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implementation phase of a given policy are not taken into account dur-

ing the design and approval stage of policymaking).

Quality of Implementation and Enforcement. A policy could be very well
designed, sail through the approval process unchanged, and yet be com-
pletely ineffective if it is not well implemented and enforced. In many
countries in Latin America, the quality of implementation and enforce-
ment is quite poor. This is associated in part with the lack of capable and
independent bureaucracies, as well as the lack of strong judiciaries. To
an important degree, the quality of implementation and enforcement
will depend on the extent to which policymakers have incentives and

resources to invest in policy capabilities.

Public Regardedness. This dimension, suggested by Cox and McCub-
bins (2001), refers to the extent to which policies produced by a given
system promote the general welfare and resemble public goods (that is,
are public regarding) or whether they tend to funnel private benefits
to certain individuals, factions, or regions in the form of projects with

concentrated benefits, subsidies, or tax loopholes.'

We have been referring to the features highlighted above as “com-
mon features” of public policies; although the same features tend to be
present in most policy domains, not all policies are expected to have
the exact same features. Differences in the nature of the policy issues
themselves, in the actors that participate in the respective sector-specific
PMPs, and in the arenas where the policymaking game is played may
lead to different features across policy areas. As will be discussed below,
several of the country chapters take advantage of these differences across
sectors, which provide an interesting source of cross-sectional variation

within a particular country.

" To the extent that those favored by private regarding policies tend to be the mem-
bers of the elite, who are the ones who have the economic and political clout to skew
policy decisions in their favor, private regardedness could relate to inequality.
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The Policymaking Process

The process of discussing, approving, and implementing public policy
is referred to as the policymaking process (PMP). In democratic systems
such as those in Latin America, these processes play out on a political
stage featuring a variety of political actors (or players, in the language
of game theory). Players in this game include official state actors and
professional politicians (presidents, party leaders, legislators, judges,
governors, bureaucrats), as well as business groups, unions, the media,
and other members of civil society. These actors interact in different
arenas, which may be formal (such as the legislature or the cabinet) or
informal (the street), and may be more or less transparent.

The PMP can be understood as a process of bargains and exchanges
(or transactions) among political actors. Some of these exchanges are
consummated on the spot or instantaneously (they are spot transactions).
In many other cases, current actions or resources (such as votes) are ex-
changed for promises of future actions or resources (they are intertem-
poral transactions). The type of transaction that political actors are able
to engage in will depend on the possibilities provided by the institutional
environment. Issues of credibility and the capacity to enforce political
and policy agreements are crucial for political actors to be able to engage
in intertemporal transactions, and to cooperate more generally.

The behavior of political actors in these exchanges, and the nature
of the exchanges themselves—such as support for the government in
a crucial policy issue in exchange for a job in the public bureaucracy,
or support for reform in a particular policy area in exchange for con-
cessions in a different policy area—depend on the actors’ preferences,
on their incentives, and on the constraints they face. They also depend
on the expectations various actors have regarding the behavior of other
players. These interactive patterns of behavior constitute what in the
parlance of game theory are called equilibria. Thus the characteristics
of public policies depend on the equilibrium behavior of these actors in
the policymaking game.

The behavior of political actors in the policymaking process—as

shaped by their roles, incentives, and constraints—will depend, in turn,
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on the workings of political institutions (such as congress, the party
system, or the judiciary) and on more basic institutional rules (such as
electoral rules and constitutional rules) that determine the roles of each
of the players, as well as the rules of engagement among them.

Policymaking processes are complex; multiple actors with diverse
powers, time horizons, and incentives interact in various arenas with
diverse rules of engagement. For these reasons, it is not possible to un-
derstand these processes fully by focusing on a few institutional char-
acteristics. This level of complexity requires a more systemic approach.
Such a systemic view can be accomplished only by means of detailed
country studies, which take into account a variety of key institutions and
their interaction, as well as historical and cultural legacies.” This is the
reason why we assembled this comparative project, where teams of dis-
tinguished international and local scholars, guided by a common meth-
odological lens, and interacting intensely with one another and with the
project coordinators, immersed themselves into the details of political
institutions, policymaking processes, and policy outcomes in each of the
countries under study.

One very important building block in each of the studies was a care-
ful characterization of the workings of the PMP, which the authors ap-

proached by answering questions such as the following:

1 Who are the key actors that participate in the PMP?
1 What powers and roles do they have?
1 What are their preferences, incentives, and capabilities?

1 What are their time horizons?"*

" These legacies include fundamental cleavages, shared values, and whether a country
has a history of stable democracy or has suffered frequent constitutional interruptions.
" Time horizons are very important determinants of political behavior. Actors with
long horizons are much more likely to enter into the intertemporal agreements nec-
essary to sustain effective policies. By contrast, actors with short horizons will tend to
maximize short-term political and policy benefits, to the detriment of long-term insti-
tutional build-up, and of the credibility and quality of policies. This emphasis on time
horizons draws inspiration from an important literature on institutional economics,
and its application to politics. See, for instance, Dixit (1996) and references there.
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1 What are the main arenas in which they interact, and what are
the characteristics of those arenas?
1 Whatis the nature of the political exchanges/transactions they

undertake?

Based on their answers to these questions, each of the country chap-
ters provides a detailed discussion of the role played by each of the key
players in the policymaking game: the president, political parties, the
legislature, the judiciary, the bureaucracy, and in some cases, the gov-
ernors. In each case, they discuss these players’ roles, incentives, and
capabilities. More importantly, perhaps, they bring these actors to life by
showing how they engage in political transactions in order to advance
their objectives and, more generally, how they play the policymaking
game. All these ingredients add up to a thorough portrayal of the work-
ings of the PMP in each case.

Having discussed the PMP and the features of public policies, the next
section discusses the link between the two. In particular, we highlight the
role of cooperation as a feature of the PMP that may help explain the
characteristics of public policies, as well as the factors that may foster—or

hinder—such cooperation.

Policymaking Processes and Policy Outcomes:
The Role of Cooperation

We have suggested that important features of public policies depend on
the ability of political actors to reach and enforce agreements; that is,
to cooperate. For this reason, in addition to other relevant features of
the PMP that may be key in shaping policy outcomes in their respective
countries, the authors of the country chapters were asked to pay particu-
lar attention to a number of factors that may foster—or hinder—coop-
eration among political actors.

Our emphasis on the role of cooperation does not mean that we
believe all forms of cooperation are always good. As in the case of collu-
sion among firms in oligopolistic markets, cooperation in policymaking

may lead to undesirable outcomes, particularly when some sectors are
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excluded from the cooperative agreements and the goals of those who
are “in” (for example, retaining power) are different from those of so-
ciety at large. For cooperation to deliver good outcomes, it needs to be
combined with healthy doses of inclusion and political competition. In
spite of this important caveat, the type of cooperation discussed in this
framework seems to be a key ingredient—perhaps a necessary condi-
tion—for several desirable features of good policymaking.

Under what conditions is cooperation more likely? Drawing from
intuitions from the theory of repeated games,'" it can be argued that
cooperative outcomes are more likely if: the immediate benefits from
deviating from cooperative behavior are small; there are good “aggrega-
tion technologies” so that the number of actors with direct impact on
policymaking is small;'® these key actors have long horizons and they
interact repeatedly; there are well-institutionalized arenas for political
exchange; and there are credible enforcement technologies, such as an
independent judiciary or a strong bureaucracy, to which certain public
policies can be delegated. The discussion that follows examines each of
these conditions in more detail. The elements listed below provide some
rough guidance to observe the actual policymaking processes. Clearly,
the list is suggestive, not taxonomic. Other important factors may be rel-
evant in characterizing policymaking processes in general, as well as in
specific countries. Several historical factors (beyond a specific configura-
tion of political institutions at any moment), as well as cultural, social,
and economic configurations, can foster or hinder cooperative political

behavior, and affect the PMP in other important ways.

Conditions that Foster or Hinder Cooperation

Intraperiod Payoff Structure. If there are large immediate payoffs from de-
viating from cooperative agreements, cooperation will be hard to sustain.

" See Dixit (1996, p. 71), Spiller and Tommasi (2007, pp. 42-46, and references there).

' Gerring, Thacker, and Moreno (2005) emphasize a related concept: that of “cen-
tripetalism.”
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In oligopoly games, for instance, if a firm stands to gain very large short-
term profits by lowering its price (for example, because there are a large
number of rival firms from which they can attract customers), it is harder
to sustain collusive oligopoly. The same is true in the case of coopera-
tion among political actors. For instance, in the context of the Argentine
federal fiscal system, a province’s individual payoff for deviating from a
cooperative agreement (for example, by attempting to get special ben-
efits from the national government, which are paid from a common pool
of resources) is quite high; hence the federal fiscal game has noncoopera-

tion as its equilibrium outcome (see chapter 3, on Argentina).

Number of Political Players. The larger the number of players, the harderitis
to cooperate.'” This relates to the previous point in that in many common
pool situations, the intraperiod payoff structure is related to the number
of players.” The case of Ecuador, with one of the most fragmented party
systems in Latin America, clearly illustrates the difficulties that can be as-
sociated with a large number of players in the PMP (see chapter 7).

Time Horizons and Temporal Linkages among Key Political Actors. The in-
tertemporal pattern of interactions among specific individuals in formal
political positions (such as legislators, governors, and bureaucrats) mat-

'"Fudenberg and Maskin (1986) and Fudenberg and Tirole (1991, section 5.1.2) make
this point, showing that, in repeated games, when the set of feasible payoffs is held
constant, increasing the number of players reduces the set of equilibria toward less
cooperative ones.

' Our notion of the number of players is different from the number of veto players
in Tsebelis (2002). In Tsebelis, the number of veto players relates (roughly) to the
number of actors holding institutional veto positions at a particular point in time. In
contrast, we refer to the number of “permanent” players, even if they do not happen
to be holding specific veto positions at a particular point in time. For instance, in a
country with a stable party system dominated by two major parties that alternate in
power, even if one party is out of power at a particular point in time, it is still a player
in the intertemporal game. In such a case, we would concur with Tsebelis (2002) and
with Cox and McCubbins (2001) in characterizing such a system as decisive. Whether
we concur with them in calling that system nonresolute will depend on whether inter-
temporal cooperation prevents opportunistic short-term policy manipulation.
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ters for achieving cooperative outcomes. It is not the same to have a leg-
islature in which the same individuals interact repeatedly over extended
periods of time as it is to have a legislature where individual legislators
are frequently replaced.” Cooperation is less likely in the latter case,
for a variety of reasons. First, longer time horizons tend to lead to lower
discount rates, so the benefits of deviating from cooperation today will
be smaller relative to the future gains of sustaining it. Second, repeated
interaction makes it easier for other political actors to punish those
who deviated from cooperation. Third, repeated interaction may also
facilitate trust among the different political actors with key roles in the
policymaking process. In addition to increasing the scope for coopera-
tion, longer time horizons increase the incentives for political actors to
invest in their policymaking capabilities. While there are other factors
that affect the nature of the PMP and the features of public policies, it is
perhaps not surprising that the countries in Latin America with longer
lasting legislators—Uruguay, Chile, and to a lesser extent Brazil—are
among the highest ranked in terms of the overall quality of public poli-
cies, as measured by the Inter-American Development Bank in a com-
parative study of the region (IDB 2005).”

Institutionalization of Policymaking Arenas. Arenas that make coopera-
tion easier to enforce can facilitate the complex exchanges required to
implement effective public policies. Seminal works on the U.S. Congress
disagree on the role that different institutional arrangements (such as
the committee system) have in facilitating legislative bargaining, but im-
plicitly agree that somehow things are arranged in a way that facilitates
intertemporal cooperation in political exchanges.” Whether the legis-

lature—as the arena where these transactions take place—is adequately

"Beyond the actual tenure of political actors, some historical events, such as coups or
frequent episodes of civil unrest, may also increase the discount rate of political actors
and limit the scope for cooperation.

2 See IDB (2005, tables 3.6 and 6.1).

! See Weingast and Marshall (1988); Shepsle and Weingast (1995); Shepsle and Bon-
chek (1997).
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institutionalized depends on several factors, including legislators’ incen-
tives and capabilities. There are some environments—several in the
countries analyzed in this book—in which legislatures are much weaker
than in the benchmark U.S. case. In these environments, when political
exchanges are undertaken, they tend to take place in settings that are
more informal, more uncertain, and more difficult to monitor, observe,

and enforce.

Delegation. Repeated play encourages self-enforcement of agreements,
but certain forms of cooperation can be achieved by alternative institu-
tional means. One alternative is to delegate policy to independent tech-
nical agencies. While delegation has its problems, there are instances
in which the cost of those problems is smaller than the cost of partisan
policymaking. The feasibility of and benefits from such bureaucratic
delegation may vary systematically depending on some features of the
institutional environment of each country, such as the degree of profes-
sionalism of the civil service (Huber and McCarty 2001). The bureau-
cracy is a key actor for encouraging agreements, especially through its
role in putting such agreements into practice over time. A neutral and
professional bureaucracy limits the scope for the adoption of opportu-
nistic policies and enhances the trust of actors that commitments made
as part of policy agreements will be fulfilled.

Several of the country studies look in detail at issues of delegation,
which typically introduce important changes into a sector’s policymak-
ing process. The Colombian case (chapter 6), for example, looks at the
contrast between policymaking in the fiscal realm—which tends to in-
volve the legislative arena—and in the realm of monetary and exchange
rate matters, which were delegated to an autonomous central bank, fol-
lowing the 1991 Constitution.* Similarly, the Ecuador study (chapter 7)
looks at successful delegation in the case of the tax administration, and

compares policy features in this sector to those of other fiscal policies,

*Delegation to a strong autonomous central bank has also characterized monetary
policy in Chile.
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which are subject to the country’s more general PMP. At the same time,
the case of Ecuador, as well as that of Argentina (chapter 3), illustrates
how fragile these agreements to delegate policy can be in the context
of weak policymaking processes, when delegation becomes politically

inconvenient for the incumbent government of the time.*

Availability of Enforcement Technologies. Cooperation is easier to achieve if
there is good third-party enforcement. The presence and characteristics
of an impartial referee and enforcer of political agreements, such as
an independent judiciary, vary from country to country. As a result, the
degree of enforcement of political cooperation—and the incentives to

engage in cooperation—vary as well.

An lllustration

So far, we have discussed a number of factors that may lead to en-
hanced cooperation among the political actors that participate in the
PMP. But we have not yet discussed how these factors (and cooperation
more generally) can affect the features of public policies. While for the
most part we leave this discussion to the country chapters themselves,
it is worthwhile at this point to provide an example to see how some
of these factors may come into play in explaining, for instance, policy
stability.

Consider once more the hypothetical example of a country with
two similarly sized parties that alternate in power. If these parties are
highly polarized and their policy preferences differ very significantly,
the gains from deviating during each period will be large. Unless there
are other factors that lead to intertemporal cooperation, it is likely that
each party will try to adopt its preferred policies when it is in office,
leading to unstable policies. If in contrast their preferences are more

closely aligned, the immediate gains from deviating from cooperation

¥ Costa Rica, a country not covered in this study, presents an interesting case, in which
many areas of policy have been delegated to autonomous institutions. See Lehoucq
(2007).
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are smaller, and thus cooperation—and policy stability—will be more
likely.

While the break-up of cooperation may yield immediate gains for
incumbents, it also produces long-term costs for them, since deviating
today means that policies will be further from their preferences when
the opponent is in office, and that the costs associated with frequently
switching policies will have to be borne, as well. Whether the immedi-
ate benefits compensate for the long-term costs will depend on the rate
at which political actors discount the future. If discount rates are very
high, cooperation is unlikely to arise. If discount rates are low, political
actors will be more likely to agree on an intermediate policy—a “Politica
de Estado”—that can be sustained over time. Discount rates, in turn, are
determined in part by the length of the actor’s horizons, including such
factors as the tenure of presidents, legislators, and party leaders, and the
degree to which political parties are long-lived.

If the immediate gains from implementing their preferred policies
(rather than a compromise) are fairly low, and so are their discount
rates, political actors will have incentives to behave cooperatively. Still,
they will need some mechanism by which they can reach the necessary
agreements and broker the necessary deals, which may involve compen-
sation in other policy areas or across time. In the absence of adequately
institutionalized arenas where these deals can be brokered and upheld
over time, it will be difficult for the parties to reach these deals.

In some cases, the immediate benefits of deviating from coopera-
tion—or the discount rates—may be large enough that cooperation will
not be self-enforcing. While cooperation may lead to better results for
everyone ex ante (for example, before the results of the elections are
known), once an incumbent is in office, he or she may have incentives
to deviate. In such cases, political actors may want to agree to an in-
termediate policy beforehand, and put in place mechanisms that will
ensure that the deal is upheld. Delegating policymaking to a competent
autonomous bureaucracy is one way to do this—provided the delegation
is credible. An independent judiciary may help make such delegation or
other forms of commitment more credible, by forcing political actors to
stand by them.
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Political Institutions and the Policymaking Process

The discussion so far has focused on public policies, the policymaking
process, and on the connection between them. As figure 1.1 illustrates,
the PMP is in turn determined by each country’s political institutions,
at least in part. But which specific institutions matter? And what are the
channels through which they matter?

One of the main lessons from this comparative project is that there
are a myriad of institutional dimensions that can have an impact on the
workings of a country’s policymaking process, and that the impact of
each of those dimensions tends to be contingent on the configuration of
other institutional dimensions.

Chapter 2 by Carlos Scartascini surveys the rich literature that ad-
dresses the way in which political institutions (such as constitutional
norms and various aspects of electoral rules) shape the roles, incentives,
and modes of engagement of the main players that participate in the
policymaking process.

Chapter 2 is organized actor by actor, looking in turn at presidents,
cabinets, the legislature, the judiciary, subnational actors, political par-
ties, and bureaucracies. Thus the chapter tends to highlight the rules
and practices that have an impact on the way each of these actors plays
the policymaking game, rather than highlighting the interaction among
different policy players and institutional dimensions. While this back-
ground is of course critical, one of the main points that we emphasized
in the guiding framework and that comes across very clearly in the coun-
try studies is the importance of interactions, of configurations of institu-
tions, and of the need for a systematic approach to the complex subject
of policymaking. Looking at the eight country studies in this book, one
gets the clear message that the impact of political institutions on the
PMP is configural. Each country’s policymaking process is the result of
a configuration of political rules and practices, shaping the preferences,
incentives, and constraints of policymaking actors. A focus on a few insti-
tutional characteristics—such as whether the country has a presidential
or parliamentary system, whether the electoral rules are of the plural-

ity or proportional representation variety, or whether the president has
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more or less partisan or legislative powers—will provide only a very frag-
mented and unsatisfactory understanding of these processes. In order to
understand them fully, the institutional set-up needs to be looked upon
as a system.”*

The point can be seen most clearly if the institutional factor one
focuses upon is the very “broad” category of presidentialism/parliamen-
tarism. All eight cases studied in this book are presidential, yet policy-
making processes, as well as policy outcomes, are very different across
countries.” But even countries that look similar in several of the relevant
dimensions that have been emphasized in the literature (and that are
surveyed in chapter 2) may have very different PMPs and policy out-
comes. Consider the cases of Brazil and Ecuador. In addition to being
presidential systems, both these countries share an extreme degree of
political party fragmentation. In fact, they have the most fragmented
party systems in Latin America, which translates into the lowest share
of seats controlled by the party of the president (see Jones 2005; IDB
2005). In both countries, legislators are elected under proportional rep-
resentation, with open lists. Thus in both, legislators have incentives to
deliver benefits to their communities. In both, presidents have strong
legislative powers to compensate for the weak partisan powers. Yet in
spite of all these similarities, these countries are very different in terms
of their policymaking processes, as well as their political and policy out-
comes. While Brazil has embarked on a path to good governance and
presents solid public policies in many areas, Ecuador is characterized by
political instability and policy ineffectiveness. A partial look at a few insti-

tutional dimensions, as important as these may be, is clearly insufficient

' Other authors have emphasized the importance of configurations and interactions
among different institutional dimensions: see Liphjart (1991); Tsebelis (1995, 2002);
Haggard and McCubbins (2001); and Fukuyama (2006). We believe that this is the
first book to study this point systematically in a number of integral and detailed coun-
try studies.

¥ Other studies taking advantage of variations within presidential regimes include
Mainwaring and Scully (1995a); Mainwaring and Shugart (1997a); Carey and Shugart
(1998b); Haggard and McCubbins (2001); Morgenstern and Nacif (2002); and Payne
and others (2002).
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to explain the characteristics of the policymaking process and policy
outcomes. Obviously, there are some other institutional dimensions that
matter, and the interaction between these different dimensions matters
as well. Sometimes seemingly smaller details of the institutional setting,
such as the discretion of the president to allocate budget resources that
generate local benefits (possible in Brazil, not in Ecuador), can play an
important role (see chapters 4 and 7, as well as IDB 2005).

The chapters in this volume present various other instances in which
institutional rules usually associated with some outcomes “in partial
equilibrium” are not associated with those outcomes in specific country
cases, since the configuration of political incentives make them oper-
ate differently. For instance, the president of Chile is constitutionally
the most powerful president in the region. Yet the political dynamics of
the country, as well as a wealth of complementary institutions, have led
the presidents since the return to democracy to exercise that power in
a careful and consensual manner, following a practice of negotiation,
compromise, and consensus building. Such policies have fostered the
development of credible and stable policies, while allowing presidents
to (gradually) imprint their own priorities on the country’s agenda (see
chapter 5 on Chile; Weyland 1999). At the other extreme, the president
of Mexico has traditionally been very weak in terms of his constitutional
powers. Yet during the PRI era, he dominated the policymaking process,
since the weak constitutional powers did not really matter much in the

26

context of single-party rule.

The Country Studies

The comparative research project reflected in this book steered a middle
course between imposing a common methodological framework and giv-
ing the authors of the country studies the freedom to enrich the analysis
of their cases both methodologically and empirically. The authors of the

subsequent chapters have done a terrific job of judiciously applying the
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As chapter 8 on Mexico discusses, with the arrival of divided government, the consti-
tutional weakness of Mexican presidents has come to the fore.
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general methodological guidelines summarized in this introduction,
while giving the idiosyncrasies of each case the weight they deserve in
order to capture the essence of each country’s policymaking process.

Some of the chapters have implicitly or explicitly broadened the ba-
sic guiding framework in some dimensions important to describe their
cases better. Some country studies (such as Brazil and Ecuador) have
framed the description of the policymaking game from the perspective
of the ability of the president to pass his or her agenda through congress,
and the ease or difficulty of implementing exchanges along alternative
dimensions, such as making policy compromises, filling cabinet posi-
tions, and distributing resources to specific constituencies. Other studies
have focused in more detail on the specific distribution of preferences
represented in the PMP of their countries, enabling the simultaneous
explanation of both general characteristics of and specific winners and
losers from policy in different areas (Chile) or time periods (Mexico).

In order to characterize the policymaking process of each country,
authors have combined firsthand knowledge of key policy actors and
their interactions with secondary sources—and, in many cases, new em-
pirical work. Each chapter contains a nuanced mix of quantitative and
qualitative research techniques.

For example, in chapter 4 on Brazil, Lee ]. Alston, Marcus André
Melo, Bernardo Mueller, and Carlos Pereira discuss several episodes in
which the supreme court ruled against the executive on issues of vital
importance, in order to back up their claim that the Brazilian supreme
court has been relatively independent. At the same time, they present
novel empirical evidence about the connection between votes for the
government in congress and the appropriation by the executive of legis-
lators’ budget amendments, providing support for their argument about
the centrality of the exchange of pork for political support in the midst
of a highly fragmented party system.

Similarly, the chapter on Ecuador provides a detailed account of the
mechanics and the inducements with which the government attempts
(not always successfully) to form and maintain coalitions, also in the con-
text of a very fragmented party system that leads to considerable political
and policy instability. In the chapters on Colombia and Paraguay, the au-
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thors illustrate their claims about the changing role of the legislature in
the policymaking process by carrying out empirical analysis of legislative
activity in the different periods they consider. This novel econometric
analysis was enriched by the fact that in the Colombian case, two of the
authors are former ministers with extensive experience in working with
congress, and that the Paraguay team has drawn on background work
based on extensive access to interviews with key actors.

A number of the studies exploit variations within a particular country,
either across policy issues or across time. Variation of policy characteris-
tics across issues is explained in the Brazilian case by arguing that those
policies most important in the presidential agenda will be stable and
adaptable; that many other policies will be volatile, since the resources
devoted to them will depend on the budget situation; and that some
policies with strong interests will be hard-wired into the constitution pre-
cisely to escape that volatility. The chapter on Chile argues that policies
will have all the desirable properties (stability, adaptability, good imple-
mentation) in those cases where preferences are not too far apart (such
as macroeconomic policies), but “veto-player” effects will dominate when
preferences are very polarized (such as moral issues).

Several of the countries studied in this volume experienced major
changes in their political institutions during the period under study.
Colombia, for example, introduced a new constitution in 1991, which
led to a more active role for congress, the judiciary, and subnational
authorities, thus imposing increased constraints on the authority of the
executive. Venezuela introduced elections for governors in 1989, which
substantially changed the political and party dynamics, and led to im-
portant changes in policy outcomes. The 1999 Constitution introduced
during the Chavez administration brought further changes that con-
centrated power in the hands of the president and considerably altered
the nature of policymaking in this country once again. In Mexico and
Paraguay, the process of policymaking changed significantly with the
end of the PRI hegemonic period and the Stroessner dictatorship, re-
spectively. The authors of these chapters take advantage of this variation
across time, and attempt to pin down the impact of these changes on

policy outcomes.
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While the country studies that exploit variation of political institutions
across time provide some insights into the reasons behind the changes
in the relevant rules of the game, we should stress that the focus of this
book is not on the dynamics of institutional change, but rather on the
effects of political institutions on policymaking and on policies. That is,
the country chapters by and large take political rules as given and focus
on their implications.” We are aware, of course, that institutions are
themselves endogenous and that a more complete understanding would
also require an analysis of institutional change and of the endogenous
determination of political rules. Yet from a rational choice perspective,
any theory attempting to explain how institutions change should also
understand, as a building block, the consequences associated with the
different institutional settings (Diermeier and Khrebiel 2003). Since one
project cannot cover all bases at the same time, we leave the study of the
evolution of institutions for a later stage of our research agenda.

Parting Thoughts: The Challenges of Institutional Reform

To close this introduction, we come back to one of the original motiva-
tions behind this research agenda, and provide some brief reflections
about institutional reform. There is a new wave of thinking about eco-
nomic policy in developing countries that argues against universally ap-

plicable policy prescriptions being pushed in all countries, regardless of

7Tt is interesting to notice that some of the country studies suggest explanations of
institutional change that draw from the framework of intertemporal cooperation of
this project. For instance, in Venezuela, a cooperative power-sharing agreement be-
tween the two dominant parties that began in 1958 with the Pacto de Punto Fijo, started
to break down during the Perez administration (1974-78) in the context of the first
oil crisis. As argued by Francisco Monaldi, Rosa Amelia Gonzalez, Richard Obuchi,
and Michael Penfold (chapter 10 in this volume), the huge windfall of oil resources
increased the informal powers of the president, and gave way to presidential unilater-
alism, reflected in a dramatic expansion of the use of presidential decrees. This break-
up of cooperation at a time of a windfall of oil money to the country is consistent with
the prediction of the theory of repeated games that the benefits of deviating from co-
operation are larger when short-term resources are greater than those expected in the
future. Similarly, the case study of Paraguay relates the unraveling of the Stroessner-era
equilibrium to the “last-period problem” during the late Stronismo.
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the circumstance, time, and place where they are applied.” The previous
discussion regarding the complexities involved in the link between po-
litical institutions and policymaking processes, as well as the important
role of interactions between different institutional dimensions, suggests
that one should adopt a similar logic when thinking about institutional
reform.”

The merits of potential changes in political and institutional rules
must be considered carefully, with an understanding of how these rules
fit within the broader institutional configuration. Broad generaliza-
tions about the merits of different political regimes, electoral systems,
or constitutional adjudication of powers among branches are not very
useful. Partial equilibrium views that stress the importance of a single
institutional dimension may lead to misguided institutional and policy
reforms. Understanding the overall workings of the political process and
of the policymaking process in each specific country, with its specific
historical trajectory, is a crucial prerequisite for developing appropriate
policy reform proposals, as well as institutional reform proposals.

In addition, we believe that one needs to be very cautious in attempt-
ing a technocratic solution to what are essentially political problems. The
incentives of professional politicians such as presidents, legislators, and
party leaders can impose important constraints on the type of reform that
is feasible. Adopting the best civil service law in the world will not work if
patronage involving positions in the bureaucracy remains an important
currency used by politicians to reward their partisan base. Attempts to
improve the policymaking capabilities of congress will not work if legisla-
tors themselves do not have incentives to develop such capabilities. This
does not mean that such reforms cannot take place. It just means that
success in this area may require creative ways of advancing reform that
take the incentives of the key players into account.

*See, for instance, Evans (2001); Lindauer and Pritchett (2002); Hausmann, Rodrik,
and Velasco (2005); and IDB (2005).

* For a similar view, see North (1994); Pistor (2000); Evans (2004); and Eggertsson
(2005).
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