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5.3
The supply of government policy

5.3.1
 Aims of politicians

Citizens’ demand for a certain government policy is met by a corresponding supply by politicians. During an election campaign the supply can be seen in the form of policy proposals which are presented to the voters alongside those of competing candidates. Of course, the decisions on these proposals are directed at achieving certain aims. In the previous section we assumed that the voters attempt to turn government policy, by their voting behaviour, in the direction of their policy optimum. Following Downs, we shall now assume that the parties, by their policy proposals, will try to turn the voters in the direction of an electoral optimum: ‘parties formulate policies in order to win elections, rather than win elections in order to formulate policies’ (1957, p. 28). In the opinion of a political party the election result is at an optimum when the party receives sufficient support to be able to participate as effectively as possible in government.

The idea that politicians strive for an electoral optimum needs further elucidation. Politicians can be divided into careerists and paternalists (or office-seekers and policy-pursuers). The pure careerist maximises the number of votes given to himself, to his party or to his regular coalition partners. The pure paternalist has ‘merit wants’ – he maximises the level of a set of values which are determined not so much by the voters as autonomously. The concept of careerists most closely corresponds to American politics. The concept of paternalists better fits in with European politics, even though just before actual elections a large number of careerists suddenly appear in European countries as well.

There is not necessarily always a clear distinction between the two ideal types. The careerist regards electoral support as an aim and the policy as a means. The paternalist, on the other hand, sees the policy as an aim and electoral support as a means. Under certain conditions the result is the same. As long as a politician does not have a monopoly position, obtaining electoral support is vital for him in order to realise the policy he prefers. Should a paternalist ignore this fact, he will be defeated by his opponent, and then be rudely awakened. When the politicians are able to obtain governing power solely by means of a competitive struggle for the people’s vote, the paternalist will be obliged, on pain of the liquidation of his political power, to act as a careerist. The policy which he desires remains his basic motivation, but the support he must gain is his immediate motivation on the basis of which his behaviour can be described and predicted.
Hinich and Ordeshook (1970) have pointed out that the exact nature of the careerist’s aims will depend on the party system. In a multi-party system parties can only take part in the government by forming a coalition; the more votes they collect, the stronger their position in a coalition becomes. It can therefore reasonably be assumed that, in the period preceding an election, parties in a multi-party system will try to maximise the number of votes given to them, while the number of votes cast in favour of their opponents does not matter. However, in a two-party system the situation is completely different. Here, a party is not so much concerned with getting more votes, irrespective of the electoral position of the opponent, as with defeating the opponent. The logical result, according to Hinich and Ordeshook, is that in a two-party system parties do not strive to obtain an absolute maximum of votes, but to achieve the greatest possible majority (plurality).

5.3.2 Dynamics of political parties in a two-party system
The models used by Downs and, following him, by authors like Riker, Davis, Hinich and Ordeshook to analyse the political strategies of parties are derived from the geometric model introduced by Hotelling (1929) to examine the location of grocers in a certain catchment area; see also Smithies (1941). In Hotelling’s model the number of consumers served by a grocer varies with his geographical location. In the models of Downs et al. the numbers of voters represented by a party varies with the political location of that party, i.e. with its policy proposals in respect of a number of independent issues.

In order to simplify our analysis, we shall begin with the case that the elections are dominated by a single issue. Each voter will have his own view of what would be optimal with regard to this single issue. It is assumed that the policy optima of the voters can be represented as a left-right continuum of alternatives. The precise distribution of the voters over this continuum can be represented graphically by drawing a function which renders at each alternative the relative number of voters who consider that alternative to be the optimal policy (cf. figure 4.3). Various hypotheses can be formulated on the shape of that function. In the literature (Riker and Ordeshook, 1968 and 1973; Davis, Hinich and Ordeshook, 1970; Hinich and Ordeshook, 1970; Ordeshook, 1976) the shape of the distribution function is mostly taken to be symmetrical. This means that every voter who prefers a certain policy has an antipode in the voter who prefers a policy which is, with respect to the median, the diametrical opposite. A symmetrical distribution can be unimodal or multimodal. In this chapter we shall at first assume that the policy optima of the voters are unimodally distributed over the political space, as shown in figure 5.3. 
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Figure 5.3 Distribution of the policy optima in a one-dimensional political space
A unimodal distribution presupposes a certain degree of consensus among the voters. This need not imply, however, that most voters wish to maintain the status quo; it is quite possible that the consensus is concentrated on a policy which bends the existing situation in a progressive or a reactionary direction. A unimodal distribution only implies that there is one policy alternative (the so-called mode) which comes up to the preferences of more voters than any other alternative.
As regards the parties, the authors mentioned above assume that their political location is completely mobile, with the single restriction that the parties cannot pass each other. In a two-party system, a party does not strive simply to maximise its number of votes but to defeat its rival. Its success not only depends on the additional votes it seems itself, but also on the number of votes the opponent loses.  It is quite attractive then to move towards the median. Every vote which a party gains from its rival near the median is doubly important: such a vote not only added to its own total but is also deducted from the rival's total. The outcome of the model is that when one party takes a position at the median and the other does not, then the party at the median will in all cases receive the majority of votes. Thus, the party which evolves most rapidly to the median has the greatest certainty that it will defeat its rival. Under these circumstances both rivals will want to be on the safe side and will occupy locations at the median. As a result, their policy will be subject to a process of complete convergence; there is no question of a supply of two fundamentally different policy alternatives. Hotelling illustrates this by the example of two shopkeepers who, in a main street which is equally busy throughout its length, both decide to locate their shops in the middle of the street.

When both parties indeed converge and end up by advocating the same policy, that policy will also be carried into effect, irrespective of which of the two parties exactly wins the election. Just as in section 4.2.7, we can conclude that it is the median voter who is decisive for the outcome of the process of collective decision-making.

Implicitly it has been taken for granted in the preceding argument that all voters always turn out to vote. Abstention can occur, however, as was argued in section 5.2.4, due to alienation and indifference, and hence should be taken into account. Now it is easy to see that, when the distribution of the policy optima of the voters is symmetrical and unimodal, both parties will be affected to the same degree by a loss of votes due to abstention when they move towards the median position. The conclusion that both parties converge to the median is thus not impeded by these kinds of vote abstention (Davis, Hinich and Ordeshook, 1970, p. 438).

When the elections are dominated not by one issue but by a number of issues, the argument remains essentially the same. In this case, the political space must not be seen as one straight line running from left to right, but by a set of left to right dimensions in which each of dimension represents an independent salient political issue. When the relative importance of all issues is the same, i.e. when voters give all issues the same relative weight, then the policy outcome of a two-party system in each dimension separately corresponds with the median position.

5.3.3
 Dynamics of political parties in a multiparty system

In a multi-party system parties aim at the maximisation of’ their number of votes. Taking account of political competition and of the possibility of abstention, the optimum location of a party in a multi-party system is determined by the tension between convergent and polarising forces.

Attention will first be paid to the converging forces. For that purpose we take figure 5.3 as our starting point, where the parties p, q and r form a three-party system and occupy the political locations as indicated. When party p, having a monopoly position at the left-hand side of the continuum, evolves in the direction of the median, it will lose the votes of the extreme left-wing voters who feel politically alienated. Initially it will win more right-wing votes than it loses in left-wing votes because there are, after all, more voters near the median than there are far away from it. The same argument applies to party r which occupies a monopoly position on the right-hand side of the continuum. On balance, evolution towards the median results in an advantage for extreme parties with a monopoly position. Hence, on the basis of this model, partial convergence can always be predicted in a multi-party system.

But no complete convergence occurs because there are also forces at work which favour a permanent policy distance between the parties. If all parties approach the median they must share the voters in the neighbourhood of the median with each other. They no longer win and lose votes only in a no-man’s-land; they also do so at the expense of one another’s monopolised votes. Thus they are no longer in a monopoly position, but they compete. Furthermore, voters will start abstaining due to indifference. As a result, when the evolution towards the median has reached a certain point, the gain in votes from voters near the median no longer compensates for the loss of votes from extreme voters. Once this point is reached, it is no longer worthwhile to evolve further: the extreme party in a monopoly position is now in equilibrium.

This situation changes as soon as the monopoly of the former extremist is broken by the entry of a new extremist party. The former extremist can now do one of two things: either it can try to restore its monopoly or it accepts its loss. In the former case it returns temporarily to its extremist base in order to defeat the newcomer or to join forces with it, and thereafter it will return to its natural point of equilibrium. In the latter case it will evolve completely to the median because, now that it has competition on both its left and right wing, its reason for preserving a policy distance to its opponents in the centre no longer applies, since there are more voters near the median than far away from it. As soon as it reaches the median it will either defeat its opponents there or it will join them. In the meantime the new extremist, who now occupies a monopoly among the extremist voters will move (for the reasons given at the beginning of this subsection) towards the equilibrium position of its predecessor, so that the whole story will repeat itself.

With this we have put the unambiguous result of Hinich and Ordeshook’s mathematical calculations (1970, p. 787) somewhat crudely into words, namely that in a multi-party system in equilibrium three different political locations remain. It is not necessary that each location be occupied by a single party or candidate. It is equally possible that at one point more parties or candidates are located who agree to cooperate on a regular basis.

5.3.4
Inconsistency and unreliability
To form a stable cabinet a parliamentary majority is a minimum requirement. The problems which can follow from this requirement in a multi-party system can be illustrated with the help of figure 5.3. Assuming that the three parties p, q and r have occupied the political locations as indicated, there are many ways of arriving at a majority. However, in a study of coalition theories, De Swaan (1973, p. 288) has shown that not all possibilities will be used. A party will only form a coalition with the parties in the nearest locations and, in addition, it will not join any coalition which is larger than is absolutely necessary to obtain a majority.  In the example given by figure 5.3 this means that a coalition p + r is ruled out so that, to begin with, five possibilities remain to achieve a majority: p, q, r, p + q and q + r. In the last two cases, concerning the coalition between a centre party and one of the relatively extreme parties, either both parties can have equal influence or one party can dominate the other (e.g. p dominating q, or q dominating p). Each coalition thus has three variants, which means that there are nine possibilities: p, q, r, p+q, p + (q), q + (p), q + r, q+(r) and r + (q).

Uncertainty arises because the coalition which exists before an election is not necessarily the same as that which will be formed after the election. Assume that voter a in figure 5.3 votes for party q because q approaches his own policy optimum most closely. However, when party q forms a coalition q + r after the election, the policy pursued will approach position b. If a had known about this beforehand, he would not have voted for q but for p, because p approaches his optimum more closely than does b.

The continuing need to form a coalition means that, in the words of Downs (1957, pp. 105-7), the parties become inconsistent and unreliable. Inconsistency here means that at the beginning of a new parliamentary period of session the parties do not accept full responsibility for the policies pursued in the previous period. Unreliability here means that the political promises made during the election campaign give no definite answer as to what policies will be pursued by the new parliament.

The Netherlands offers us a neat example of the latter situation. Despite the considerable number of parties which took one or more seats in parliament, political life in the past decades has been dominated by three main parties: a relatively left, Social-Democratic party (PvdA); the Christian-Democrats at the centre (CDA); and a relatively right, Liberal-Conservative party (VVD). The parties which did not identify with one of these major political streams, have in general remained small. This picture is in perfect harmony with the prediction which flows from the theory of Hinich and Ordeshook, presented above in section 5.3.3.

The Christian-Democratic party, on the whole the largest of all, occupies a comfortable position in the centre of the political arena. Unless it is prevented by the election outcome, as in 1986, this party can choose to enter into a majority coalition with either the relatively right VVD or the relatively left PvdA. Both kinds of coalition have been tried in the past. Because the Christian-Democratic party almost never commits itself before the election to a continuation of the current government policy, while it does not speak out on the preferred coalition after the election either, the impact of the voter on coalition formation and future policy is very limited. A coalition party that wins the election can be expelled from government, as is shown by the fate of the Social-Democrats in 1977; and a coalition party that suffers a considerable loss at a national election can be maintained as government coalition partner, as happened to the Liberal-Conservatives in 1986.

In order to combat this evil political reformers in the Netherlands have, since the mid-sixties, often pleaded for the introduction of new procedural rules which should see to it that the election programmes of the coalition partners cannot be the subject of political negotiations after the elections. The proposals included the introduction of an elected prime-minister; the introduction of policy agreements between combinations of parties before the elections as to the intended composition and programme of the future cabinet; the transition from the system of proporlional representation to a system of electoral districts with plurality rule; and a raise of the minimum fraction of the vote required to obtain a seat. These proposals should be seen as attempts to break the multi-party system open and to arrive at two parties or two permanent coalitions which would provide the voters with a clear choice between two essentially different policy alternatives (Van Thijn, 1967, pp. 59-61).

According to the political reformers, the polarisation of power is thus a way to achieve a polarisation of policy. As we concluded in section 5.3.2, however, a two-party system has a strong tendency to policy convergence. The expectations which these political reformers entertained with regard to a two-party system thus are not supported by the model discussed here.
By the way, all efforts in the past years to realise political reforms through amendments of the law and/or the constitution were wrecked in parliament.

5.3.5
 Implications of the assumptions of the model
The conclusions which have been reached up till now (convergence to the median position in a two-party system; three political equilibrium locations in a muli-party system) depend on the assumptions on which the Downsian model is based. The most important assumptions (cf. Ordeshook, 1976) are:

l. 
The citizens evaluate the politicians solely on the basis of their policy preferences (section 5.2.2).
2. 
The set of political issues can be represented by a space of straight lines running from left to right (section 5.2.2).
3. 
Every citizen has a utility function, which consistently specifies his relative utility at each point in this political space (section 2.1.1).
4. 
The utility function of each citizen has such a shape (‘concave’ or ‘quasi-concave’) that there is only one policy which is an optimum for the citizen (section 4.2.6).
5. 
The policy optima of the individual citizens are distributed symmetrically and unimodally over the political space (section 5.3.2).
6. 
Citizens can abstain from voting because they are indifferent or alienated (section 5.2.4).
7. 
The politicians aim to win the elections to enable them to (continue to) participate in government (section 5.3.1).
8. 
The positions taken by the politicians on each of the political issues are completely mobile, with the restriction that politicians cannot pass each other (section 5.3.2).
9. 
The citizens give the same relative weight to all issues (section 5.3.2).
10. There is perfect competition among the political parties (section 5.3.2/5.3.3).
11. Politicians have complete information on the voters’ utility functions and the citizens have perfect information on the benefits and costs inherent in the policy positions taken by the politicians (section 5.2.2/5.3.2).

Several assumptions (especially 3, 4, 6 and 7) have already been discussed in earlier chapters and sections. The implications of some other assumptions will be examined somewhat more extensively below. The assumptions 9, 10 and 11 will (also) be addressed in section 5.4, which deals with representation and social welfare.

In the exposition in section 5.3 so far, we have assumed that the voters are informed about the different alternatives with regard to every issue and use this information to evaluate the politicians (assumptions 1 and 11). As we noted in section 5.2.3, it is because of the cost of collecting and processing information that most voters will not meet these assumptions. Voters will be led mostly by their political ideologies. When, however, these ideologies in turn form a political space that can be represented as a one-dimensional ideological left-right scale (cf. section 5.2.5), then the model can be considered to apply to that political space.

Of great importance for the outcome of the model are the assumptions 2 and 5 with regard to the number of dimensions of the political pace and the symmetry and unimodality of the distribution of policy optima of the voters. Let us consider first the unidimensional political apace. In section 5.3.2, we deduced that with a symmetrical and unimodal distribution of the policy optima of the voters, a two-party system converges to the median of the distribution whether or not voter abstention occurs. When the assumptions of symmetry and unimodality are abandoned, the conclusion of convergence to the median still holds, provided that there is no voter abstention. When, on the other hand, there is voter abstention, the convergence toward the median is no longer guaranteed. To be more precise, when the distribution of voters is unimodal but asymmetrical, the outcome is on or close to the mode (see Comanor, 1976). And when the distribution of the voters is symmetrical but bimodal, there is no general conclusion; either the parties find equilibrium locations in the vcinity of the two modes, or there is no equilibrium at all (see Davis, Hinich and Ordeshook, 1970, pp. 441-3).

Let us now examine the multi-dimensional political space. Several authors (Plott, 1967; Davis, DeGroot and Hinich, 1972; McKelvcy, 1979) have proved that an equilibrium in a multi-dimensional political space can only exist when the condition of strict symmetry of the distribution of policy optima of the voters in all directions is met. With the slightest deviation in the preferences of whatever voter, this condition is no longer met, and there is no political equilibrium. When the symmetry condition is not met, then we have a major problem, due to the occurrence of the Arrow-paradox and cycling in the multi-dimensional space, which is indeed so serious that ‘the usual situation will be that majority paths exist between an any two points in the space’ (McKelvey, 1979, p. 1106). In other words, from any starting point one can come out at every other alternative, with a proper choice of the agenda and sequence of voting. But then it will be impossible for the parties to choose for a more or less fixed political location. We can add to this that this problem is of a very general nature, because, as was argued in section 5.2.2, at elections in a representative democracy there are always more issues at stake than just one. The problem is especially relevant with distributional issues where as soon as more than two persons are involved, the options cannot be ordered one-dimensionally (cf. Aranson and Ordeshook, 1981; Coughlin, 1986).

Assumption 8 of perfect mobility of politicians and political parties has been criticised from various sides. In the opinion of Hirschman (1970, pp. 70-2), Downs et al. were too much influenced by Hotelling, who described a market system in which the consumer is unable to influence where shopkeepers locate their shops. After all, in the model consumers have nowhere else to go. But, according to Hirschman, voters are not powerless in a democracy. Did Dahl not say that nearly everyone has access to many still unused political resources? This applies in particular to activists among the party officials, who have an important influence on the designation of candidates and on the organisation of the election campaign. In Hirschman’s view they will do everything to prevent their party from occupying a standpoint they detest. He therefore considers perfect mobility of political parties a naive assumption.

Incidentally, it must be noticed that Hirschman’s argument seems to conflict with the picture which can be gained from participating observation. The argument most frequently used (even by parties dominated by a strong ideology) to convince a party cadre of the (in)correctness of a specific strategy, is a reference to the electoral effect of such a strategy. Of course, a party can, under the influence of activist cadres, take a decision which is undesirable from an electoral point of view. Among the examples most frequently given of such a wrong decision, are two from the US - Goldwater’s Republican candidacy for the presidency in 1964, and McGovern’s Democratic candidacy in 1972. However, such a mistake is immediately punished with an overwhelming defeat.
We can add to this that the chance that parties wield great influence will increase as the period between two elections becomes larger and the voters have fewer opportunities to voice their judgment about the standpoints of the parties.

A second consideration that limits the mobility of political parties is the necessity to remain sufficiently credible for incompletely informed voters who choose their party mainly on the basis of ideological identification. Changes made too suddenly in standpoints once taken can cause doubt about the ideological position of the party, so that the party could alienate and lose its core supporters. In this view, it is in the interest of parties to follow a more or less consistent policy, especially in a multi-party system with differentiated political locations, and to be influenced less by short-term considerations of maximisation of the number of votes or of the relative majority.
Finally, we have to take into consideration that political parties must campaign before election time in order to bring their own candidates, programme and ideological position to the attention of the voters, if, indeed, they are not completely informed. Hinich and Ordeshook (1970) point out that campaigning becomes more important when political competition increases, and that it will cost more manpower and money. In relation to Olson’s participation theory, important contributions to the election funds of political parties cannot so much be expected from the average voter, as from passionate minorities. A party set on acquiring funds will therefore have the inclination to hold onto certain standpoints which are favourable to specific minorities and deviate from the median position. See also Lindbeck and Weibull (1987).

There are also good reasons to put question marks at assumption 11. As we saw earlier, it is reasonable to assume that voters are not or not completely informed about the standpoints of politicians. It is, however, also unlikely that politicians are completely informed about the standpoints or the ideological position of the voters. And even if politicians would know the position of the voters on an ideological left-right scale, then it is still possible that the voters in their voting behaviour will, up to a certain extent, be led by personal opinions about the characteristics of the candidates and by the standpoints of the parties on specific issues regarded as personally important for every voter. About these latter aspects, which moreover will differ from one election to the other, the information of political parties will almost certainly be incomplete. This uncertainty about voting behaviour implies that political parties are not able to choose a position which is in perfect accordance with the Downsian theory.

Several authors (Hinich, 1977; Coughlin and Nitzan, 1981; Coughlin, 1986; Lindbeck and Weibull, 1987) have proved, by the way, that, as a consequence of this insecurity, the chance for the existence of a political equilibrium increases, although there has to be no need of convergence toward the median.

When we summarise the discussion above about the assumptions of the Downsian model, we can conclude: (1) that in many cases the existence of a political equilibrium cannot be proved, and (2) that in those cases where an equilibrium exists, there is not always a convergence toward the median.

5.3.6 
Empirical findings

There have been relatively few attempts to test whether the assumptions of the Downsian model with regard to the interaction between voters and political parties are plausible. Several authors have investigated the distribution of voters over the political space. Figure 5.4, derived from Thomassen (1984), presents the distribution of the Dutch voters on a one-dimensional ideological left-right scale in 1981. The figure suggests that this distribution meets the assumptions of symmetry and unimodality quite well.
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Figure 5.4 Distribution of the Dutch electorate in 1981 over a ten-point left right scale

Source: Thomassen (1984), figure 3.1, p. 211.

Irwin and Thomassen (1975) analysed the distribution of the policy preferences of Dutch voters for seven separate issues. It appeared that the distribution of voters over the policy positions was asymmetrical but unimodal for half of the issues considered, while for the other half the distribution was symmetrical but bi- or trimodal. This ambiguous result may have partly been due to the fact that the policy positions were separated too much by the questions. When, for instance, with regard to income policy the left position is defined as ‘the income distribution must become more equal’ and the right position as ‘the income distribution must remain as it is’, it is not surprising that most voters appear as (extreme) left. When the left position, however, is defined as ‘the income distribution has to be completely equal’, then the advocates of a more equal income distribution would have been spread over different varieties of distribution policy, maybe in a bell-shaped form.

Irwin and Thomassen -- see also Thomassen (1976)
then investigated the degree of consensus between the opinions of the voters and those of members of parliament with regard to the issues studied. For half of the issues there appeared to be a reasonable degree of consensus; such consensus was almost completely lacking for the issues public order, development aid and tax policy. According to the Downsian model, there is then reason to believe that the existing political parties should review their position, respectively that there is room for the entry of new parties.

A totally different line of empirical research analyses the macroeconomic policy of the government. Important contributions were furnished by Nordhaus (1975), Hibbs (1977), Frey and Schneider (1978) and Alesina and Sachs (1988); a summary of this literature can he found in Van Velthoven (1989). Without elaborating on the important differences between the studies mentioned, we can conclude from the available empirical results that the government is certainly not only led by short-term considerations of maximisation of the number of votes or by the chance for re-election, when deciding on macroeconomic policy; the ideological opinions and policy preferences of the government parties seem to carry weight as well.

The extent to which these empirical results do or do not indicate whether the Downsian model is correct is not entirely clear. On the one hand, political parties apparently do not immediately follow (changes in) the opinions of the electorate with regard to all kinds of specific issues. On the other, this does not have to be contradictory to the Downsian model as soon as it is acknowledged that collecting and processing information, decision-making, and entry all involve costs.  Because of that, voters, for instance, will not be fully informed about all the separate political standpoints, but will be led by ideological identification. Indeed, in a multi-party system, with differentiated locations for political parties, parties can probably not adjust their standpoints with regard to all kinds of issues too rapidly without raising doubt about their ideological position and without jeopardising the ideological identification of their core supporters. Furthermore, the need to adjust the own position will also depend on the relative weight that voters attach to specific issues, and more data about this are lacking.
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