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While economists have tended to focus on specific public policies when developing
recommendations, the achievement of welfare objectives might depend more on the quality
of policies than their content. This paper develops several measures of the qualities of
policies across countries, arguing that the quality of public policies depends on each polity’s
ability to strike intertemporal transactions necessary to develop and sustain effective
policies. The analytical framework developed here indicates that this ability depends on
several characteristics of political institutions, such as congressional capabilities, judicial
independence, and bureaucratic independence and professionalism. The empirical evidence
presented supports this idea.
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I. Introduction

In every state, big or small, new or old, public policies play a fundamental role
in influencing economic and social outcomes. In studying the effects of policies
on various outcomes of interest, analysts have paid particular attention to the
specific content of those policies. While recognizing that the content of policies
is indeed important, in this paper we depart from this tradition, and focus instead
on certain characteristics of policies which, we think, are every bit as important
as their content. For example, are policies stable, so that they have time to work?
Can they be adjusted when they fail, or in response to changing socioeconomic
circumstances? Are they well implemented and enforced? Are they geared
toward the public interest, or do they cater to special interests? Using a variety of
international data sources, we put together a dataset to capture these characteristics
of policies around the world, and study their political and institutional determinants.

Other authors before us have pointed out the importance of certain key policy
characteristics such as the ones we focus on here. For instance, Rodrik (1995)
analyzed six countries that implemented a set of policies that shared the same
generic title— “export subsidization” —but had widely different degrees of success.
Rodrik relates their success to such features as the consistency with which the
policy was implemented, how the policy was bundled (or not) with other policy
objectives, and how predictable the future of the policy was.

The effect of policies on the final economic and social outcomes of interest
depends on the actions and reactions of economic and social agents, who take
into account their expectations about the future of the policies in question before
deciding their responses. As Rodrik explains, in reference to trade reform, “it is
not trade liberalization per se, but credible trade liberalization that is the source of
efficiency benefits. The predictability of the incentives created by a trade regime,
or lack thereof, is generally of much 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.”!

Engerman and Sokoloff (2008) take this argument further by adding to the role
of credibility that of policy flexibility in explaining growth: “Credible commitment
to acknowledge private property rights, whether in the interests of the elite or the

L Rodrik (1989, p. 2). For models formalizing the effects of policies of uncertain duration in several
economic contexts, see Calvo and Drazen (1998).
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