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FIGURE 8.—Mean government duration.

Figures 10~12, we plot the actual and predicted fraction of minority, minimum
winning, and surplus governments, respectively, in each country. As we can see
from these figures, by and large, the model is capable of reproducing the cross-
country patterns observed in the data. Most of the country-level implications of
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FIGURE 9.—Mean government size.
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FIGURE 10.—Fraction of minority governments.
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the model are not statistically different from their empirical counterparts, and
even when there are differences they tend to be small. Overall, we conclude that
the predictions of the model track the cross-country features of the data fairly
closely.
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FIGURE 11.—Fraction of minimum winning governments.
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FIGURE 12.—Fraction of surplus governments.

Last, we evaluate how well the model predicts important features of behav-
ior out of sample. The procedure we follow to address this issue consists of
leaving one country out of the sample for estimation and then asking how well
the resulting model characterizes the behavior of this country. We perform this
procedure three times, each time excluding a different country from the sam-
ple we use for estimating the model. These countries are Belgium, Finland, and
Norway, which differ from each other with respect to their institutional environ-
ment. In Table XI, we report the model predicted average number of attempts,
average government duration, and average government size for each of the

TABLE XI
OUT-OF-SAMPLE PREDICTIONS?

Mean Number of Mean Government Mean Government

Country Attempts Duration (Days) Size (%)
Belgium 1.6 471 52

(0.12) 47) (1)
Finland 2.2 476 56

(0.09) (32) (1)
Norway 1.7 758 49

(0.17) @27 (1)

aStandard errors are in parentheses.
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three countries (with standard errors).” When comparing the out-of-sample pre-
dictions in Table XI with their empirical counterparts in Table III, we see that
the model correctly predicts the size and duration of governments in each of the
three countries (with the exception of government size in Belgium). Also, while
the average number of attempts predicted by the model is statistically different
from its empirical counterpart in each of the three countries, these differences
are quantitatively unimportant.

6. CONSTITUTIONAL EXPERIMENTS

Empirical studies have shown that political instability has a detrimental effect
on economic performance and growth (see, e.g., Alesina et al. (1996) and Barro
(1991)). For a democracy, political instability means short-lived governments and
long-lasting negotiations. It is therefore important to try to evaluate the effect
of specific institutional features of a democracy on its political stability. Our
approach offers a systematic way of addressing these quantitative issues in the
context of an equilibrium framework. We focus here on the four aspects of par-
liamentary democracies discussed above (i.e., the investiture vote, negative par-
liamentarism, the constructive vote of no-confidence, and a fixed interelection
period) and we use our estimated model to quantify the effects of each of these
institutional features on the formation and dissolution of coalition governments.

To conduct our constitutional experiments we consider an artificial political
system with five parties, N = {1,...,5}, and T = 1000, and we simulate the out-
comes of 5,000 elections by randomly drawing vectors of the parties’ seat shares
in parliament from a uniform distribution on II = {(m, m,, w3, Wy, 75) : 7; €
(0,0.5), ¥,y m; = 1}.3 For each possible configuration of the institutional envi-
ronment, Q = (INVEST,NEG, CCONF, FIXEL), we use the estimated model to
compute the predicted distributions of negotiation duration, government dura-
tion, government size, and government type for each electoral outcome, and we
then average across all draws.®

37 Recall that for each country, these statistics are computed using the estimates of the model
parameters obtained from a sample that excludes this country. To economize on space, these esti-
mates are not reported here but are available from the authors upon request.

38 Note that the institutional features we consider here may affect the electoral outcomes. Since in
our model elections are exogenous, our analysis abstracts from such (possible) general equilibrium
effects, and in our simulations we assume that all outcomes are equally likely. Also note, however,
that in order to check the robustness of our results we generated another set of experiments where
we simulated the outcomes of 5,000 elections by randomly drawing vectors of the parties’ shares from
their empirical distribution. The results we obtained under the two alternative experimental designs
are virtually identical. We conclude that our results are not sensitive to the details of the process that
generates the distribution of seats in parliament.

39 As a further check on the robustness of our results we generated two additional sets of exper-
iments by changing the number of parties to three and seven, respectively. The results we obtained
under these two alternative specifications are virtually identical to the ones reported here. We con-
clude that our results are not sensitive to the number of parties represented in parliament.
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Tables XII and XIII present the results of our experiments.*’ In Table XII we
report the mean number of attempts, the mean government duration, and the
mean government size implied by the model for ten political systems that differ
with respect to their institutional environment, Q. For each of these political sys-
tems, Table XIII presents the model predicted distribution of minority, minimum
winning, and surplus governments.

As we can see from Table XII, the most stable political system (i.e., the politi-
cal system with the shortest government formation duration and the longest gov-
ernment duration) has a positive form of parliamentarism with the constructive
vote of no-confidence, no investiture vote, and a fixed interelection period. At the
opposite end of the spectrum, the least stable political system (i.e., the political
system with the longest government formation duration and the shortest govern-
ment duration) has a positive form of parliamentarism with the investiture vote,
no constructive vote of no-confidence, and no fixed interelection period.

The mean government duration in the most stable political system is 1.6 times
the mean government duration in the least stable political system. The mean
number of attempts in the most stable political system is almost half of the mean
number of attempts in the least stable political system. Adding the investiture
vote to the most stable political system results in an 8% increase in the mean
number of attempts and a 4% decrease in the mean government duration. Simul-
taneously removing the constructive vote of no-confidence and the fixed interelec-
tion period results in a 42% increase in the mean number of attempts and a 30%
decrease in the mean government duration. Removing the investiture vote from
the least stable political system results in a 19% decrease in the mean number of
attempts and a 25% increase in the mean government duration. Adding the con-
structive vote of no-confidence results in a 38% decrease in the mean number of
attempts and a 16% increase in the mean government duration. Simultaneously
implementing both changes results in a 43% decrease in the mean number of
attempts and a 43% increase in the mean government duration.*!

The next set of observations concerns the propensity of different political sys-
tems to generate government coalitions of different types. Even though minority
governments on average last less than majority governments, as we can see from
Table XIII the ranking of political institutions with respect to the relative fre-
quency of minority governments does not mirror their ranking based on stability.
In fact, while the most stable political institution also has the smallest fraction
of minority governments, the least stable one has only the third largest fraction
of minority governments. In general, the presence of the constructive vote of

40 Given that the set of all possible configurations of the institutional environment Q is very large,
in what follows we restrict attention to a subset. In particular, since in its strictest interpretation
negative parliamentarism is inconsistent with either the investiture vote or the constructive vote of
no-confidence, we omit configurations where these features coexist.

41 This experiment mimics the constitutional reform implemented in Belgium in 1995, whose
explicit intent was to increase the stability of Belgian governments.
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TABLE XII

CONSTITUTIONAL EXPERIMENTS—GOVERNMENT FORMATION
AND DURATION?

Mean Number of

Mean Government

Mean Government

Q Attempts Duration (Days) Size (%)
INVEST =0

NEG=0 1.7 549 54
CCONF =0 (0.07) (32) (1)
FIXEL=0

INVEST =0

NEG =0 1.8 673 55
CCONF =0 (0.12) (17) 2
FIXEL=1

INVEST =1

NEG =0 2.1 438 53
CCONF =0 (0.09) (33) (1)
FIXEL=0

INVEST =1

NEG =0 2.1 632 53
CCONF =0 (0.15) (19) )
FIXEL=1

INVEST =0

NEG=0 1.2 628 56
CCONF =1 (0.07) (38) )
FIXEL =0

INVEST =0

NEG =0 1.2 783 57
CCONF =1 (0.08) (22) )
FIXEL =1

INVEST =1

NEG =0 1.3 510 57
CCONF =1 (0.10) (41) %)
FIXEL=0

INVEST =1

NEG =0 1.3 751 57
CCONF =1 (0.13) (28) V)
FIXEL=1

INVEST =0

NEG =1 15 573 42
CCONF =0 (0.05) (35) 1)
FIXEL =0

INVEST =0

NEG=1 1.6 695 42
CCONF =0 (0.07) (10) (1)
FIXEL=1

2Standard errors are in parentheses.
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TABLE XIII

CONSTITUTIONAL EXPERIMENTS—DISTRIBUTION
OF GOVERNMENT TYPES?

% Minority % Minimum Winning % Surplus
Q Governments Governments Governments
INVEST =0
NEG =0 37 51 12
CCONF =0 (6) ©) V)
FIXEL=0
INVEST =0
NEG =0 31 60 9
CCONF =0 (8) ®) 2
FIXEL=1
INVEST =1
NEG =0 46 40 14
CCONF =0 ) 4) )
FIXEL=0
INVEST =1
NEG =0 45 47 8
CCONF =0 ®) Q) )
FIXEL=1
INVEST =0
NEG =0 20 64 16
CCONF =1 ) ) 3)
FIXEL =0
INVEST =0
NEG =0 12 76 12
CCONF =1 (8) () )
FIXEL=1
INVEST =1
NEG =0 23 58 19
CCONF =1 (10) ®) @)
FIXEL=0
INVEST =1
NEG=0 15 74 11
CCONF =1 (12) (11) )
FIXEL=1
INVEST =0
NEG =1 85 11 4
CCONF =0 ) @) 1)
FIXEL =0
INVEST =0
NEG =1 88 10 2
CCONF =0 4) 3) 0.7)
FIXEL =1

2Standard errors are in parentheses.
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TABLE XIV

CONSTITUTIONAL EXPERIMENTS—T = 2000°

Mean Number of

Mean Government

Mean Government

Q Attempts Duration (Days) Size (%)
INVEST =0

NEG =0 2.2 990 57
CCONF =0 (0.16) (62) (0.8)
FIXEL=0

INVEST =0

NEG =0 2.7 1150 58
CCONF =0 (0.40) (72) (0.9)
FIXEL =1

INVEST =1

NEG =0 2.8 760 55
CCONF =0 (0.20) (62) 1)
FIXEL=0

INVEST =1

NEG =0 33 1048 56
CCONF =0 (0.46) (76) 1)
FIXEL=1

INVEST =0

NEG =0 1.3 1192 58
CCONF =1 (0.11) (72) (0.5)
FIXEL=0

INVEST =0

NEG =0 1.5 1418 58
CCONF =1 (0.24) (74) (0.6)
FIXEL=1

INVEST =1

NEG =0 1.5 952 59
CCONF =1 (0.18) (80) (0.9)
FIXEL=0

INVEST =1

NEG =0 1.8 1338 59
CCONF =1 (0.32) (80) (0.8)
FIXEL = 1

INVEST =0

NEG=1 2.1 1022 45
CCONF =0 (0.10) (62) 3)
FIXEL=0

INVEST =0

NEG=1 2.4 1210 48
CCONF =0 (0.27) (54) )
FIXEL=1

2Standard errors are in parentheses.
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TABLE XV

CONSTITUTIONAL EXPERIMENTS—LARGEST PARTY
IS THE FORMATEUR®

Mean Number of

Mean Government

Mean Government

Q Attempts Duration (Days) Size (%)
INVEST =0

NEG =0 1.6 554 54
CCONF =0 (0.07) (32) 1)
FIXEL =0

INVEST =0

NEG =0 1.7 679 55
CCONF =0 (0.12) 17 )
FIXEL =1

INVEST =1

NEG =0 1.9 442 54
CCONF =0 (0.08) (35) (1)
FIXEL =0

INVEST =1

NEG =0 2.1 636 53
CCONF =0 (0.15) (18) )
FIXEL=1

INVEST =0

NEG =0 1.2 632 57
CCONF =1 (0.06) (38) )
FIXEL =0

INVEST =0

NEG =0 1.2 789 57
CCONF =1 (0.07) (22) )
FIXEL =1

INVEST =1

NEG =0 13 516 57
CCONF =1 (0.09) (41) %)
FIXEL =0

INVEST =1

NEG =0 13 759 57
CCONF =1 (0.11) (26) )
FIXEL=1

INVEST =0

NEG =1 1.4 582 45
CCONF =0 (0.05) (36) 1)
FIXEL =0

INVEST =0

NEG =1 15 708 44
CCONF =0 (0.07) (11) (0.6)
FIXEL=1

aStandard errors are in parentheses.
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no-confidence appears to discourage minority governments from forming, while
a negative form of parliamentarism appears to facilitate their formation. Further-
more, a political system with both the investiture vote and the constructive vote
of no-confidence appears to be the most conducive to the formation of surplus
governments.

Next, we turn our attention to assessing the impact of changing the length
of the inter-election period on the formation and duration of governments.*
In Table XIV, we present the mean number of attempts, the mean government
duration, and the mean government size implied by the model for each of the
ten political systems considered above when we double the time horizon from
T = 1000 to T = 2000. Several observations emerge from the comparison of
Tables XII and XIV. First, while doubling the time between elections increases
average government duration in all political systems, in no political system does
this average double. In fact, the increase in average government duration is not
uniform across political systems and it ranges from 66% to 90%. Moreover,
increasing the length of time between elections also increases the average number
of attempts and the average government size in all institutional environments.
These effects are also not uniform across political systems.

Last, we evaluate the effects of changing the formateur selection process.
In Table XV, we present the mean number of attempts, the mean government
duration, and the mean government size implied by the model for each of the
ten political systems considered above when we impose that the largest party
is always selected as formateur.”> As we can see from comparing Tables XII
and XV, the effects of requiring that the largest party form the government are
negligible.*

To conclude, note that the framework developed in this paper is very general
and can be extended to address a number of issues related to evaluating the
performance of democratic institutions. Possible extensions include the study of
the role of the head of state and the structure of parliament.

MEDS Dept., J. L. Kellogg Grad. School of Management, Northwestern University,
2001 Sheridan Rd., Evanston, IL 60208, U.S.A.; d-diermeier@kellogg.nwu.edu;
http:/iwww.kellogg. nwu.edu/faculty/diermeier,

42 Over the years, several democracies have amended their constitutions to implement such
changes. For example, until 1970, elections in Sweden were held every fourth year. From 1970 through
1994 elections were held every third year. Following the 1994 election, the period between elections
has been changed back to four years.

43 In 1975, Greece adopted a constitution that requires that the party that receives the largest
number of votes in an election forms the government.

44 In fact, we conducted several experiments that involve changes in the formateur selection pro-
cess. All of these experiments produced virtually no effects on the formation and duration of gov-
ernments. These findings provide a possible explanation why in almost all democracies the selection
of the formateur is not embodied in the constitution or in other official documents.
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