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3.1 The Varieties of Democratic Institutions 
  The Basics: Majoritarian vs. Consensus Democracies 
  Extensions  

  Parliamentary vs. Presidential Democracies 
  Veto Player Theory 

   The insertion of party ideology and median voter theorem  

3.2 The Policy Consequences of Democratic Institutions 
  Monetary Policies 
  Fiscal Policies 

  Size of fiscal spending 
  Composition of fiscal spending 
  Redistributive policies 

3.3 The Implications for Openness 
  Implications for monetary policy autonomy 

  Implications for distribution and compensation	 19	



3. The Varieties of Democratic Institutions 
3.1 Varieties of Democratic Institutions	

  Majoritarian vs. Consensus Democracies 
  Electoral system  Majoritarian/disproportional vs. Proportional 
  Party systems  Two-party vs. Multi-party 

  Executive power  Cabinet concentration vs. Sharing (Coalition) 

  Executive-legislative relations  Dominance vs. Balance  

  Interest groups  Pluralism vs. Corporatism 

  Central-local relations  Unitary/Centralized vs. Federal/Decentralized 

  Legislative structure  Concentration/Unicameral vs. Division/Bicameral 

  Constitution   

  Amendment  Flexible vs. Rigid 

  Judicial review  Absent vs. Present 

  Central bank    Dependence vs. Independence 

  The Historical Sources of Democratic Variance 
  The Historical Sources 

  The Westminster Model (First Wave) and its Alternative 

  The Third Wave and the prevalence of mixed electoral/government systems 

  The Geographical Distribution	 20	
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3.2 The Policy Consequences of Democratic Institutions	

  Institutional Analysis: Basics 
  Common pool resources and economic externalities 

  Gridlock or consensus? 

  Institutional Analysis: Extensions = Representation 
  Presidential vs. Parliamentary Democracies 

  The  issue of electoral accountability and  electoral survival ( next week) 

  Presidential systems = accountability trumps collective action problems  

  Veto Player Theory 
  The issue of ideology and policy preferences ( next week) 

  The larger the number of veto players, the stronger the status quo 

  Electoral Representativeness 
  Majoritarian vs. proportional representation 

  Proportional representation is more representative  
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3.2 The Policy Consequences of Democratic Institutions	

  Veto Player Theory 
  The issue of ideology and policy preferences 

  The larger the number of veto players, the stronger the status quo 
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PROPOSITION 1: As the number of  players who are 
required to agree for a movement of  the status quo 
increases, the winset of  the status quo does not increase 
(i.e., policy stability does not decrease). 	

PROPOSITION 2: As the distance of  players who are 
required to agree for a movement of  the status quo 
increases along the same line, the winset of  the status 
quo does not increase (i.e., policy stability increases). 	

PROPOSITION 3: As the size of  the yolk of  collective 
players who are required to agree for a movement of  the 
status quo increases, the area that includes the winset of  
the status quo increases (i.e., policy stability decreases). 	
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3.2 The Policy Consequences of Democratic Institutions	

  Basic Institutional Analysis 
  Electoral systems 

  Government coalitions 
  Overall size of government	

23	
Consequences of electoral systems (Perssion and Tabellini 2003) and government (Bawn and Rosenbluth(2006) 
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3.2 The Policy Consequences of Democratic Institutions	

  Presidential vs. Parliamentary 
Democracies 
  Electoral accountability and 

survival 

  Presidential systems 
   Accountability trumps 

collective action  

  Size of budget balance	

24	Advantages of Presidential Systems ( Cheibub 2006) 
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3.2 The Policy Consequences of Democratic Institutions	

  Electoral systems and 

Veto Players 
  Spending cycles 

  Common wisdom 

 = competition 

  Spending Items 
  Proportional = welfare 

  SMD = district-specific 

  Mitigated by veto players 

  Novelty 
  The integration of electoral  

 system theory with veto player 

 theory 

25	
 Veto players and spending cycles (Chang 2008)	
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3.2 The Policy Consequences of Democratic Institutions	

  Electoral System and Redistribution 
  Basics: the degree of redistribution 

  median voter = median income 

  The Theory 
  Majoritarian  two party system  

 Median voter sides with the right party  

 (right party dominance) 

  less redistribution 

  Proportional  multi party system　 

  median voters coalesces with  

 left parties (left party dominance) 

  more distribution 

  The Novelty 
  The median voter’s preferences cannot  

be realized 

  The addition of ideology and the medium  

 voter theorem  

26	
Electoral systems, partisan government and distribution  (Iversen and Soskice 2006)	
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3.2 The Policy Consequences of Democratic Institutions	

  Median Voter and Redistribution 
  The theory 

  Policy represents preferences of the  

  median voter 

  The finding 

  Electoral system does not distort preferences 

27	Median voter, electoral systems, and redistributive spending (Kang & Powell 2010) 	
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3.3 The Implications for Openness	

  The Implications for Openness 
  Implications for monetary policy  

  Exchange rate regimes and monetary policy autonomy 

  Implications for distribution and compensation	
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