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Assignments

Political Institutions, Economic Growth, and Democracy: The Substitute Effect 
Assessing the role of political institutions in economic performance is not an easy task. Long-standing, deep-rooted political and social challenges have shaped each national institution and economy today. Similar political institutions, set in two different countries, can affect their respective economy in different ways. And at the same time, institutions that differ politically, set in two different countries, can lead their countries to similar economic performance. What can account for these inconsistent and distinct results? What is the effect of political institutions on economic performance?
It has been already demonstrated that economic institutions (such as property rights, regulatory institutions, institutions for macroeconomic stabilization, institutions for social insurance, institutions for conflict management, etc.) are the major source of economic growth across countries (Rodrik 2007). Among other things, economic institutions have decisive influence on investments in physical and human capital, technology, and industrial production. It is also well-understood that in addition to having a critical role in economic growth, economic institutions are also important for resource distribution.

As a consequence, some groups or individuals will be able to gain more benefits than others given the set of the preexisting economic conditions and resource allocation. In other words, economic institutions are endogenous (Acemoglu and Robinson 2006) and reflect a continuous conflict of interests among various groups and individuals over the choice of economic institutions and the distribution of resources.

The prevailing institutional design of economic institutions thus depends mostly on the allocation of political power among elite groups. Political institutions, formal and informal, determine both the constraints and incentives faced by key players in a given society. Given the endogenous feature of political institutions and strategic allocation of powers they provide, appropriately chosen institutions can help the development of credible mechanisms capable of decreasing risks of opportunistic behavior of political and economic players. In other words, political institutions have to provide incentives for politicians to abide by them repeatedly over time.

What form or combination of political institutions is required to enhance economic growth? Do political institutions affect economic performance regardless of any preconditions or stages of economic development? In other words, does a new democracy tend to perform as well as a consolidated, or well-established, democracy if their political institutions run similarly?

To assess the importance of political institutions on economic growth Pereira and Teles (2010) developed an econometric model (a system GMM estimator with an autoregressive distributed lags) using yearly data in a large sample of 109 countries covering a maximum time span from 1975 to 2004. The key dependent variable is GDP per capita. We took into account several political institutions as explanatory variables such as electoral rules (plurality rule vs. proportional representation—open and closed lists—and district magnitude); form of government (parliamentary vs. presidential systems); political regime (dictatorship vs. democracy measured in terms of years under democracy); government fractionalization; size of the executive’s political party or coalition in Congress (number of seats held by the executive’s party or coalition); federalism and robustness of federal structure (degree to which states/provinces have authority over taxing, spending or regulating); and years that the same elite group is in office or government durability.

Controlling for other economic variables, our main findings indicate that political institutions fundamentally matter only for incipient democracies, and not for consolidated democracies. Political institutions demonstrate that consolidated democracies and political institutions are substitutes for determining economic growth. Consolidated democracies have already internalized the effect of political institutions. New democracies, on the other hand, need the effective and ostensive presence of political institutions. As a consequence, their impact on economic performance is more visible and necessary. The consolidation of democracy, therefore, downplays the importance of political institutions in relation to economic performance: once democracy is consolidated, and favorable institutional conditions for investments are provided, the importance of the political variable loses intensity.

The econometric results also suggest that the adoption of a democratic regime positively affects economic growth once it is controlled by the variables that measure political institutions. As expected, in rich countries, the effects of political institutions on growth are small or negligible as opposed to poor countries. These findings support the results for “old democracies” since there is a strong correlation between income and democracy. Przeworski (1999) shows that “the expected life of democracy in a country with per capita income under $1,000 is about eight years. Between $1,001 and $2,000, an average democracy can expect to endure 18 years. But above $6,000, democracy lasts forever.”

On the other hand, political institutions are extremely important for economic growth in low-income countries. Specifically, the longer the same elite is in power, the more fragmented the party system is; and the greater the number of parties in the governing coalition, and the more party-centered the electoral system is, the smaller economic growth will be for low-income countries. On the other hand, the greater the district magnitude and the more pluralitarian the electoral system is, political polarization and federalism help poor countries to achieve better economic performance.

In addition, the results show that the effects of political institutional variables are different for autocracies and democracies. In democratic regimes, the longer political power is held by a particular political leader, the greater economic growth will be; however, when dealing with autocracies such effect is reversed. Political polarization also has an opposing effect under democratic and authoritarian regimes. While this variable does not help authoritarian governments to achieve good economic performance, it does provide a positive impact on democratic governments.

Given that political institution variables often suggest a certain degree of political rights, the results suggest that even autocratic regimes can have a satisfactory economic performance as long as some political rights are granted to society. It also might suggest that political institutions work as a substitute for democracy in authoritarian regime, generating economic growth. In other words, autocracies can differentiate from one another in terms of political institutions. That corroborates the claim of Przeworski et al. (2000), who have not found considerable differences between the economic growth as a function of political regime, either in democracies or autocracies. 

Therefore, this preliminary investigation suggests that instead of just considering the different types of regimes as a single “package” (democracy versus authoritarianism), it is imperative to determine which type of democracy and/or autocracy is considered within the analysis controlling for its respective specific political institutions. As suggested by Acemoglu (2009), to understand how different political institutions affect economic decisions and economic growth, we will need to go beyond the distinction between democracy and non-democracy. Although the adoption of a democratic regime is not sufficient to achieve greater economic growth, democracy with good institutions might be.
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Unit 4 Overview 
Political Institutions and Political Actors 
In this unit, we will learn about some of the major political institutions: the legislative, executive, and judicial branches of government. Each of these institutions or branches is unique in terms of the power it exercises. Moreover, political power is not concentrated in just one branch; it is separated among the three. This separation of powers means that political power is defused throughout each of these branches, which allows each to check the power of the other. These checks and balances ensure that no one branch becomes too powerful. Each branch checks the other to ensure that power is balanced between them. This helps us to understand the different political actors and how they are often forced to act within their political institutions when making policy decisions. Political Actors 


Outcomes
The difference between presidential and parliamentary systems of government
The distinction between unicameral and bicameral legislatures 
How presidents and prime ministers exercise executive power
The role of the bureaucracy in the executive branch of government
The differences between the U.S. and European court systems
	The ability of the judiciary to check the powers of the executive and legislative branches of government


What do I have to do in this unit?
Read Chapters 13, 14 and 15 in the Political Science 
On the Reading page 
	Participate in the discussion 
20 Points 
	Participate in Seminar 
25 Points 
	Submit writing assignment 
Due in Unit 4 
100 points 
	Watch a video 

This week's reading assignment:
Chapter 13 discusses legislatures as an institution of politics, focusing on their various roles, functions, problems, and current decline. The chapter emphasizes the difference between presidential and parliamentary systems and the role of the legislature in each system.
Chapter 14 looks at executives, cabinets, and bureaucracies in both presidential and parliamentary systems. This chapter presents a number of brief case studies to demonstrate how executives and bureaucracies operate in several countries.
Chapter 15 looks at different types of law. It also provides details 


Seminar
In this week's seminar, we will discuss the following:
Not all states have the checks and balances between the three branches of government like the United States has, but most democratic systems have some resemblance of the three branches. We will look at how these three branches of government help or hinder the policy making process in different systems.
	During this lecture, we will review the previous week's material and any concepts and ideas that are unclear.

Understand how political systems influence the actions of different political actors.
Critical Thinking Point: In what ways does checks and balances help democracy?


Writing Assignment: You are working for the New York Times! 
You are a newly minted graduate for the political science program at the University and scored a summer internship with the New York Times. The editor of the newspaper wants you to write an article for the newspaper’s Sunday special section about an ongoing public policy debate. The editor wants you to pick a current topic that is in the news now in one of the countries around the world. The editor wants you to focus on the interactions between the various political actors (president, prime minister, representatives or parliamentarians, judges, etc.) and how the political system influences their decision making (presidential, parliamentary, democracy, checks and balances, authoritarian, social democracy, etc.) However, the editor cautions you that this article is being read by policy experts and so you must describe the interactions of the political actors and the political system with brevity and in an analytical framework that is worthy of your political science background.
Be sure to:
	Identify at least four political actors and detail each actor's role within the political system reviewed.

Apply the role of four of the actors identified to a specific policy situation and details how their role influenced the outcome of the policy situation.
Analyze the role of four of the actors identified to a specific policy situation and detail whether the actor positively or negatively affected the policy situation. 
Use at least two credible sources beyond the text material and discuss how you evaluated the credibility of the resources used.
In addition, the paper should follow these general guidelines: 
	Length should be 4-5 pages, excluding cover page and references page. 

Viewpoint and purpose should be clearly established and sustained. 
Assignment should follow the conventions of Standard American English (correct grammar, punctuation, etc.). 
Writing should be well ordered, logical, and unified, as well as original and insightful.
Your work should display superior content, organization, style, and mechanics.
	Appropriate citation style should be followed. 
Submit this assignment to the Unit 4



 Assignment Guide 
In addition to fulfilling the specifics of the assignment, a successful paper must also meet the following criteria: 
 Include a cover page and references page in 10 - 12 point font (Arial, Courier, and Times New Roman are acceptable). 
 Viewpoint and purpose should be clearly established and sustained. 
 Assignment should follow the conventions of Standard American English (correct grammar, punctuation, etc.). 
 Writing should be well ordered, logical, and unified, as well as original and insightful. 
 Your work should display superior content, organization, style, and mechanics. 
 Appropriate citation style should be followed. 

You should also make sure to: 
 Include a title page with full name, class name, section number, and date. 
 Include an introductory and concluding paragraph and demonstrate college-level communication through the composition of original materials in Standard American English. 
 Use examples to support your discussion. 
 Cite all sources on a separate reference page at the end of your paper and cited within the body of your paper using APA format. 

Lastly, please label your projects: username-project-unit#.doc. For example, a student named Tina Allen would name her file TAllen-CriminalLawEssay-Unit4.doc. Submit your assignment by selecting the appropriate Dropbox by the end of the unit.


Unit Summary 
Congratulations! While there was a lot to master in our discussions about political institutions, you did it. Political institutions generally channel political discourse in such a way that society is able to achieve concrete measures that improve the lives of its citizens. Moreover, it is through such institutions as the executive, legislative, and judicial branches that we are able to govern ourselves under the rule of law. 


