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Introduction

This chapter explains the concepts, assessment criteria and method-
ology behind the Bertelsmann Stiftung’s Sustainable Governance In-
dicators (SGI), which evaluate and rank sustainable governance in all
30 member states of the OECD. Our aim in developing the SGI has
been to measure political reform capacity, that is, the capacity of polit-
ical actors to identify and implement “reforms” or changes needed to
improve the status quo. Policymakers and scholars will naturally have
different opinions about which reforms are necessary and how to
ensure their success. But as long as there is no consensus about the
best-possible set of reforms, approaches that measure reform capacity
in terms of the degree to which a given catalogue of reforms has been
implemented will be criticized as oversimplified and mechanistic as
well as biased in applying one standard for all.

Clearly, executing checklists of externally devised reforms may not
necessarily entail nor result in cogent reform capacity. Though less read-
ily tangible, dynamic adaptation, institutional learning and innovation
are more telling indicators of the capacity for reform in a given state.
For these reasons, the SGI relies on an indirect measurement of reform
capacity that compares the policy performance and executive governance
of various states. A cross-national comparison of policy outcomes allows
reform activities and their impact to be assessed ex post. Better policy
outcomes or greater improvements—cross-nationally or cross-tempo-
rally—may result from a higher reform capacity in a given country.
As the international consensus on “good” policy outcomes grows, iden-
tifying reform capacity ex post has become much more feasible.

At the same time, however, it must be said that an ex-post evalua-
tion of policy outcomes of this type sheds little light on the so-called
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secrets of success or on whether outcomes can be attributed to delib-
erate strategy, charismatic leadership, favorable circumstances, pure
chance or something else. Only a handful of these possible causal fac-
tors are relevant here, as our project focuses on those drivers of
reform capacity that can be influenced by intentional, targeted poli-
cies. One of these factors, “executive governance”, has yet to receive
sufficient attention despite wide acknowledgment of its importance
(Andeweg 2003). Executives have command over significant resour-
ces and translate popular preferences into policies. How they are gov-
erned may not guarantee the success of reforms, but it surely affects
the chances of governments to succeed with their reform measures.

The concept of executive governance refers to the institutional
arrangements of governing and comprises the mechanisms for and
patterns of interaction between the core executive and its organiza-
tional environment, both within the executive itself and in the wider
political system. The focus on governance also implies that the institu-
tional capacity for reforms is compared rather than the individual de-
cisions of prime ministers or the leadership attributes of charismatic
reformers.

This approach of institutional analysis raises the question of how
we can know whether a country’s established model of executive gov-
ernance enhances or reduces its reform capacity. While broadly agree-
ing on the desirability of democracy, scholars continue to argue over
which institutional arrangements are superior: presidential or parlia-
mentary systems of government, majoritarian or consensual democ-
racies, and small or large public sectors. These macro-level categories
refer to institutional features deeply embedded within a given coun-
try’s institutional culture and tradition. As a result, they constitute
the given framework conditions for capacity-building reformers that
often lie beyond the scope of their discretion.

In contrast, the micro-level functions and processes required to
“run a government” have increasingly been subjected to cross-
national evaluation, transfer and learning. Driven by a growing inter-
est in “good governance” and “performance management,” political
practitioners and scholars alike have been developing a body of best
management practices. International organizations and agencies—
such as the Organization for Economic Cooperation and Development
(OECD), the World Bank and the European Commission—have used
these best practices as reference points for benchmarking and peer
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review processes (Ben-Gera 2004; Nunberg 2000; OECD 2005). This
evolving international public-management know-how covers areas
such as strategic planning, interministerial coordination, the drafting
of legal acts, monitoring, budgeting, auditing, task delegation, institu-
tional learning devices and public communication and consultation
policies.

Drawing on this shared knowledge, the SGI assumes that the ex-
tent to which a government has established best practices in perform-
ing its functions can be taken as an indication of better executive gov-
ernance and one that is likely to enhance the country’s institutional
capacity for reform. It should be noted that greater institutional
capacity does not necessarily generate improved socioeconomic per-
formance or better performance in terms of policy outcomes or the
quality of democracy, all of which can be influenced by the factors
previously mentioned (e.g., favorable circumstances, charismatic
leadership and so forth). Nevertheless, greater institutional capacity
does improve the chances that political leaders will make decisions
that can fully harness a country’s potential and maximize its perfor-
mance. Furthermore, a micro-level evaluation of executive governance
pinpoints observable deficiencies and may allow efforts toward improv-
ing the quality of governance to be guided in a more targeted way.

Concepts, questions and indicators

For the reasons explained above, the SGI incorporate a two-tiered sys-
tem of measuring reform capacity that assesses both reform out-
comes and the institutional potential for reform. These two distinct
aspects are represented in two composite indicators: a Status Index
and a Management Index. These two indices consist of 149 individual
items—93 and 56, respectively. Seventy-four quantitative indicators
are derived from information collected from public data sources.
Experts for each country have provided 62 qualitative assessments as
well as 13 quantitative indicators, such as the percentage of govern-
ment-sponsored bills that were ultimately adopted in parliament. (For
a detailed list of indicators and questions, please see the appendix at
the end of this volume as well as the comprehensive SGI Website www.
sgi-network.org.)
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Table 1: Composition of the Status and Management Indices

Dimensions 2 2
Categories 4 7
Criteria 18 15
Indicators/Items 93 56
Of which:

Expert assessments 26 36
Quantitative indicators 67 7
Quantitative expert indicators - 13

The Status Index

The Status Index reflects the growing political and scholarly consen-
sus on what good policy outcomes entail as well as the importance of
a high-quality democracy as a framework for policy performance. The
SGI’s concept of democracy includes not only the rights of political
participation and electoral competition, but also the rule of law (Mer-
kel 2004). Since all OECD member countries are democracies, the
SGI’s questions in this category focus on the quality rather than the
presence of democracy. There are a series of questions designed to
address whether citizens face discrimination in the electoral process,
how citizens can access public information, the degree to which the
media are independent and diversified, how well states protect civil
rights and whether the government and administration act predict-
ably and in accordance with the law (criteria S1-S4).

To assess policy performance, the Status Index then examines four
broad policy sectors that constitute political priorities for govern-
ments in responding to the key challenges that most advanced indus-
trial states face: the global integration of markets and its effects for
national economies and competitiveness; aging societies and their
effects on the sustainability of social security and pension systems;
new security risks arising from terrorism, transnational crime, migra-
tion and its structural causes; and the depletion of natural resources
resulting from global climate change.
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To address these challenges, governments need to devise and coor-
dinate various interrelated policies, which may be grouped in four
broad sectors reflecting the challenges: economy and employment;
social affairs; security and integration; and sustainability. These four
policy sectors comprise the following policy areas:

(1) Economy and employment: labor market policy, enterprise pol-
icy, tax policy, budgetary policy (criteria S6-S9);

(2) Social affairs: health policy, social cohesion, family policy, pen-
sion policy (criteria S10-S13);

(3) Security and integration: external and internal security policies,
integration policy (criteria S14-S15);

(4) Sustainability: environmental policy, research and innovation pol-
icy, education policy (criteria S16-S18).

Each policy area is evaluated by country experts and through indicators
from public data sources. Country experts were asked to assess a set of
questions and evaluate the extent to which a particular policy realizes
specified objectives, such as the goal of fiscal sustainability in the case
of budgetary policy. These objectives have been carefully selected and
defined so as to avoid any ideological bias and to make sure that they
would be broadly accepted and supported by citizens, policymakers
and scholars alike across both political and value-based divisions.

For example, the objective of family policy (criterion S12) is stipu-
lated as enabling women to combine parenting with participation in
the labor market. In doing so, that particular question does not betray
a preference for either a traditional single-wage-earner family model
or so-called working mothers. Instead, the question presupposes that
an optimal system of family support enables women to decide freely
whether and when they would prefer to remain full-time mothers or
to work full- or part-time.

Another example is the question regarding health care policy (cri-
terion S10). This question avoids any biased leanings toward either a
predominantly private or public health care system. Instead, the ob-
jective of public health care policies is defined as providing high-qual-
ity health care for the largest possible proportion of the population at
the lowest possible costs. In an explanation appended to the question,
experts are instructed to apportion less weight to the criterion of cost
efficiency if the criteria of quality and inclusiveness can be considered
fulfilled.
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In selecting the performance indicators from public data, we have
been careful to choose those indicators that are clear in meaning, do
not invite ambiguous interpretations and are available for all OECD
countries. We have also sought to avoid including model-specific indi-
cators that might be seen as being biased in favor of particular types
of economies. For example, the public sector’s proportional contribu-
tion to GDP is not used as a performance indicator because doing
so would entail using a disputed interpretation as well as implying a
bias in favor of either liberal, Anglo-American market economies
with small public sectors or of social democratic Scandinavian market
economies with large public sectors. Moreover, the scholarly debate
about the varieties of capitalism shows that there is no consensus
about which institutional model is the most sustainable and that dis-
tinct models still persist in spite of all tendencies toward convergence
(Hall and Soskice 2001; Howell 2003). Adopting such a distinction
between two or three institutional models would not provide an
appropriate basis for an evaluation because doing so would conceptu-
ally “freeze” certain features and ignore the dynamics of change,
especially when it comes to continental European models.

As a whole, the SGI aims to provide a composite picture of a state’s
performance across various policy areas. As a result, some indicators
refer to policy outputs rather than the impact of public policies on
society (or “outcomes”). An example of an output indicator would be
spending on pre-primary education as a percentage of GDP. Together
with other outcome indicators, such as the at-risk-of-poverty rate for
children, this output indicator is considered sufficiently unambigu-
ous as a descriptive measure of the success of family policy. Merging
output and outcome indicators does not deny the existence of causal
links between indicators, such as those between spending on pre-pri-
mary education and female employment rates. At the same time,
however, from a conceptual standpoint, the SGI is less concerned
with such links than with the overall nexus between policy perform-
ance and executive governance.

The Status Index also includes a few indicators that describe changes
over time rather than levels, such as the inflation rate and the average
annual growth rate of government spending on research and develop-
ment. These and other indicators of change over time have been
selected because they describe important policy effects that comple-
ment the performance profiles of states. That these two types of indi-
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cators (change and level) are combined should be viewed against the
background of the SGI's generic design of assessing both aggregate
policy performance and executive governance.

The SGI also compares countries in terms of basic socioeconomic
parameters (criterion S5). These parameters assess each country’s so-
cioeconomic situation as revealed, for example, by real GDP per cap-
ita, the rate of potential GDP growth, the unemployment rate, growth
of the labor force, the Gini coefficient, the inflation rate, the real inter-
est rate and the share of foreign trade in GDP (criterion S5)."

In summary, the Status Index combines democratic, socioeconomic
and policy performance items because it conceives of high democratic
and socioeconomic standards as necessary scope conditions for policy-
specific performance. Moreover, high-quality performance in terms
of all of these three areas can be understood as being outcomes that
result from strategic and accountable executive governance.

The Management Index

The Management Index reflects the consensus practitioners and schol-
ars have developed on what good governmental practices entail. The
index first examines the extent to which core executives act strategi-
cally and can rely on institutional capacities for strategic policy-mak-
ing. This dimension, labeled “executive capacity,” is based on a com-
monly accepted notion of governing that identifies the government or
core executive as the key actor in governance (criteria M1-M12) (Knack,
Kugler and Manning 2003). The Management Index then analyzes
the role of actors outside the executive and the extent to which these
actors hold governments accountable, enhance the knowledge base of
decisions and deliberate the normative appropriateness of policy deci-
sions. This dimension of “executive accountability” reflects the degree
of importance attained in governance by actors outside the executive
(criteria M13-M15) (Pierre and Peters 2005).

In their theoretical account of governing, Pierre and Peters describe
a state’s dependence on these actors as follows: “states must be open

1 The last-mentioned indicator is adjusted in order to control for the impact of the
size of population.
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to a wide range of information, including much that is uncomfortable

and dissonant, if it is to be successful in governing. In other words,

states must be in close contact with the society and utilize social

information openly and accurately when governing. This further im-

plies that the state is likely to be in close communication with societal

actors who possess much of the information that would be required
for effective governing and also generally that the state must be will-
ing to engage in a formal or informal exchange of power over deci-

sions for that information” (Pierre and Peters 2005: 46).

Both dimensions of executive capacity and executive accountability
are further structured into categories and criteria. Four separate com-
ponents of executive capacity are distinguished: policy preparation,
policy implementation, the incorporation of external impulses and
institutional learning. These components, in turn, refer to stages in
the cycle of policy formation as well as to concepts deriving from the
literature on Europeanization, globalization and policy learning (Com-
mon 2004; Dolowitz and Marsh 2000; Radaelli 2003; Wiesenthal 1995).
In particular, the components address the following factors:

(1) Policy preparation: strategic planning and expert advice, intermin-
isterial coordination, regulatory impact assessments (RIAs), con-
sultation and communication policies (criteria M2-M6);

(2) Policy implementation: anticipation of veto actors in the legislative
process, management of task delegation to ministers, agencies,
subnational governments and private actors (criteria M7-M9);

(3) Incorporation of external reform impulses: governmental capacity
to adapt to globalization, Europeanization or transnationalization
as well as to import and export policies (criteria M10-M11);

(4) Institutional learning: governmental capacity to reform its own
institutional arrangements and improve its strategic orientation
(criterion M12).

Executive accountability is subdivided into three separate categories
corresponding to actors or groups of actors that are considered to be
key accountability providers in theories of democracy and governance
(Pierre and Peters 2005: 46; Schedler 1999: 17; Schmitter 2004). The
particular questions here ask: To what extent are citizens informed
about government policies (criterion M13)? Is the parliament capable
of evaluating and controlling the executive (criterion M14)? And are
intermediary organizations (e.g., the media, political parties, interest
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associations) characterized by policy know-how and relevance (crite-
rion M15)?

As was the case with the Status Index, country experts provide eval-
uations in response to the individual questions of the Management
Index. In addition, the country experts also collect numerical data on,
for example, the share of governmental bills adopted by parliament
or the size of expert staff in parliament. Two further criteria require
background data on the (changing) composition of cabinets (criterion
M1) and parliaments (item M14.1) that are not aggregated.

In sum, the Management Index assumes that more accountabil-
ity—in the form of public scrutiny, information channels and norma-
tive deliberation—improves a country’s capacity to reform. Since the
conventional approach of governing tends to view accountability and
participation mechanisms as constraints on executive authority, this
assumption might be challenged as counterintuitive. Reforming may
be much easier for some governments as they can govern under much
more conducive structural conditions and rely on enabling actor con-
stellations. In order to avoid equating constellations of circumstances
that are categorically different, assessing the reform capacity of a par-
ticular executive should also factor in the following contextual condi-
tions:

(1) veto players (number and powers);

(2) the country’s particular economic and social distress;

(3) attitudes among the population;

(4) path dependencies (historical and institutional development).

Veto players

Veto player theory differentiates between institutional veto players (e.g.,
a bicameral parliament, constitutional court, etc.) as defined in the
constitution and the political veto players, which are primarily the dif-
ferent parties that make up a governing coalition but also organized
interest groups (Tsebelis 2002). While it is true that a greater number
of veto players increases an adopted policy’s degree of stability, veto
players do not necessarily block improvements to the status quo. In
fact, many authors have argued that veto players might even improve
the quality of reforms by helping governments to better assess the
potential impacts of a given reform. Doing so induces reformers to
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broaden their bases of support by accommodating veto-player critiques
and thereby rendering reforms irreversible (cf. Benz 2003: 230).

For this reason, the Management Index does not attribute a veto
function a priori to certain attributes of a given political system, such
as a large number of (governing) parties, a bicameral parliament or a
strong constitutional court. Instead, the Management Index uses
empirical data to examine whether veto players have a positive influ-
ence on reform policy or whether they just block it, driven by confron-
tational preferences. In addition, the Management Index switches
perspectives and asks to what extent governments are able to antici-
pate veto players in the legislative process (Evans and Manning 2003).

One might still argue that each OECD country has a different num-
ber of veto points (i.e., potential blockade constellations) that their
respective governments need to consider in legislative processes. For
example, whereas British governments do not have to take into con-
sideration either a constitutional court’s concerns or those of a second
parliamentary chamber with veto rights, German governments must
take these two formidable veto players into account. This comparison
naturally raises the question as to whether a German government
that must anticipate more veto points in the lawmaking process
should have its success more positively evaluated than a British gov-
ernment that, in comparison, has fewer veto points requiring consid-
eration.

For the purposes of the SGI, we have decided to treat states equally
in this respect, regardless of whether their governments must antici-
pate two, three, four or five veto points. One could object to this meth-
odology by pointing to the aforementioned example and arguing that
it is easier for the British government to attain the best assessment
because it effectively has to anticipate fewer veto points. At the same
time, however, governments in systems with more veto points than
the United Kingdom are aware of the additional veto points and
therefore can—and, indeed, must—prepare for them accordingly. To
permit de facto a bonus for states with veto-intensive systems could
result in a situation in which such a state—despite having had several
proposed laws fail approval by the constitutional court—is accorded a
better score than a government in a system with fewer veto points
that succeeded in having more laws adopted.

Furthermore, according to this methodology, a system based on the
majority principle (e.g., the United Kingdom’s) does not automatically
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receive a good rating for strategic capacity just for having compara-
tively low veto hurdles. Instead, a country’s aggregate assessment also
takes into account the assessments of the government’s consultations
with business and social actors and its communication with the pub-
lic. For example, a British government that, thanks to its majority
principle, is able to pass many laws while ignoring societal interests
would receive a poor rating for the respective question. In compari-
son, systems with many veto points usually have various social inter-
ests represented among their veto players. As a result, governments
in these systems that successfully anticipate veto points can generally
expect to receive positive ratings for the questions related to public
communication and consultation.

Economic and social distress

Some scholars have argued that economic and social crises endow
newly elected governments with popular mandates for change that
aid them in overcoming vested interests (Williamson and Haggard
1994). However, it may well be asked whether the reform pressure
generated by economic and social crises facilitates reforms or whether
the effects of such crises might also limit a government’s scope for
action and thereby actually impede reforms. Given this ambivalence,
we tend to see national governments as the principle agents responsi-
ble for—and capable of—coping with the presence or absence of
reform pressures arising from socioeconomic crises.

Attitudes among the population

A higher popular willingness to accept costly reforms is likely to sup-
port the formulation and implementation of reforms. The assessment
of executive accountability in the Management Index takes this con-
textual condition into account by asking what citizens in a given
country know about the motives, objectives, effects and implication of
governmental policies. A more profound popular knowledge of poli-
cies is assumed to increase the public acceptance of reforms.
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Path dependencies

A country’s particular path of historical and institutional development
is likely to determine the scope and choice of available reform policies
(North 1990; Thelen and Steinmo 1992). The SGI's design encom-
passes different conceptual and methodological strategies to reflect
the formative role of such paths. One strategy, of course, is to use an
approach of indirect measurement. While the Status Index focuses on
policy outcomes and avoids evaluating policies on the basis of chosen
instruments alone, the Management Index focuses on functions and
processes without judging executive governance on the basis of institu-
tional settings that are considered to be superior. Since the conditions
under which path dependence constrains or enhances reform capacity
are not well-known, the SGI’s approach of indirect measurement seeks
to avoid implying such conditions in both its concepts and questions.
The Management Index also uses another strategy that implicitly
addresses the extent to which countries are locked into extant and

Figure 1: Conceptual tree—Components of the Status and Management Index

Status Index lj -------------------------------------- il Management Index

Quality of l»| Socioeconomic Executive N Executive
democracy: and policy capacity: accountability:
political performance: core executives information,
participation, addressing and deliberation and
electoral challenges of strategic control by
competition advanced policy-making non-executive
and industrial actors
the rule of law societies

T
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constraining paths of institutional development. Thus, there are ques-
tions under the category of “institutional learning” that aim to evaluate
whether government actors monitor their own institutional arrange-
ments of governing and improve strategic capacity by means of tar-
geted institutional reforms.

Measurement

To operationalize and measure the concepts used in constructing the
SGI, we decided to rely on a combination of statistical data drawn
from official sources as well as the qualitative assessments of country
experts. Statistical data are generally more reliable than expert opin-
ions, particularly when they are collected by official institutions and
by using methods that conform to cross-national standards. At the
same time, however, such data often do not adequately cover the full
meaning of a concept. We therefore believe that complex concepts
can be measured best through the use of expert assessments that take
the country-specific context into account and provide “thick” descrip-
tions capturing the nuances of phenomena. Nevertheless, one must
always remember that the responses of experts are prone to bias as a
result of subjective perceptions and thereby pose problems of inter-
coder reliability (Munck and Verkuilen 2002).

The SGI’s expert survey questionnaire is designed to improve the
validity of expert assessments through the use of six tools and proce-
dural steps. First, many assessment questions are formulated so as to
elicit detailed factual evidence rather than broad—and, consequently,
more subjective—assessments. In fact, many questions ask for re-
sponses that may be cross-checked with responses to other questions,
statistical data or data from opinion surveys.

Second, the questionnaire provides detailed explanations of and
four tailored response options for each question. This information is
intended to illustrate the purpose of a question, to structure the way
the expert words his or her assessment, and to provide a standardized
framework for the production of the country reports. The experts
were instructed to adapt the standardized response options to the
individual context of the particular country they were evaluating and
to substantiate their ratings (numerical assessment) with evidence in
their country report (in the following: “expert report”). The rating scale
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for each question ranges from one to 10, with one being the worst
and 10 being the best. The scale is differentiated by four response op-
tions provided for each question. Although the written assessments
do not allow for a direct reconstruction of the numerical ratings, they
do provide an explanatory background for them.

A pretest was conducted in order to evaluate how the SGI's concep-
tual framework would be understood and interpreted by experts with-
out detailed prior knowledge of the project. We used the results of
this pretest to revise the questionnaire and add more explanatory
information. Moreover, as part of the assessment and review process,
experts entered their textual and numerical assessments into an
online database that contained all information on the questions and
allowed them and others to keep track of the survey process.

Third, each OECD member state was examined by three lead-
ing scholars with established expertise in their respective countries.
To identify subjective bias and reduce any distortion it might cause,
the experts were selected so as to represent both domestic and ex-
ternal views as well as the viewpoints of political scientists and eco-
nomists. Each expert was tasked with writing assessments for “her or
his” country, which resulted in the production of three individual
and yet parallel country assessments (expert reports) for each coun-
try. The experts were instructed to assess the situation in their coun-
tries as of March 2007 and to take into account the period between
January 2005 and March 2007 when explaining their ratings. Al-
though many experts knew each other personally and cooperated to
some extent in compiling the so-called expert indicators, we checked
and ensured that the ratings and written assessments were made in-
dependently.

In completing the questionnaire, each expert had to provide ratings
for 62 questions, which means that the evaluations for all 30 coun-
tries entailed a total of 1,860 ratings (or scores). For 65 percent of the
ratings, the expert scores deviated by two levels or fewer, which
results in a standard deviation of equal to or less than 0.94. Table 2
shows the median standard deviations of the expert ratings for all
SGI questions, indicating the degree of congruence among the ex-
perts’ opinions. Since the formulation of a question, explanation and
response options led experts with very different backgrounds to sup-
ply very similar ratings, the low standard deviation could be inter-
preted as a measure of a rating’s precision.
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At the same time, caution should be exercised here with this inter-
pretation, as the motivation behind selecting three experts per coun-
try was, indeed, to benefit from the input of a variety of political ori-
entations as well as professional experiences. In other words, a high
standard deviation is a side effect of the survey’s design—and not
necessarily an indication of a validity problem. Moreover, the review
process eliminated all measurement errors resulting from cases in
which obvious misunderstandings produced high standard devia-
tions. Organized as a discursive process between and among the
experts and reviewers, the review process allowed the participants to
clarify concepts, define the exact meaning of questions and agree on
conventions of interpretation that would ensure reliable evaluations.

Table 2: Standard deviations for expert ratings; median values by question

ST 0.471 = S6.1 0.644  M2.1 0943 M9.1 0.943  M13.1  1.247
12 0816 S7.1 0943 M23 0943 M9.2a 0471 M148 = 0.644
1.3 0471 S84 0471 M3.1 1247 M9.2b 0943 M149 0471
$2.1 0.471 = S9.1 0816 M3.2 1.124 M9.2c 0816 M14.10 0471
§22 0816  S10.1  0.658 M33 0943 M93a 0943 M14.11 0.943
$23 0816  S11.1 0943  M34 1124 M93b 0816 M14.12 0.486
$3.1 0816  S12.1 0943 M35 048 M9.3c 1095 M14.13 0471
$32 0880  S13.1  1.095 M36 0943 M10.1 0943 M15.1a 0.943

$4.1 0816  S141 0816 M4.1 0816 M11.1a 0.943 M152c 0.943

S4.2 0644  S142 0816 M42  1.095 MI11.2 1247 MI153a 0.943

S43 | 0644 S143 0943 M43  1.000 M12.1 0816 MI153b 0.943
$15.1  0.816  M5.1 080 M12.2 1247
$16.1 | 0.943  Me.1  0.943
$17.1 1 0.816

$18.1 | 0.880

Source: own calculation

Fourth, the countries examined by the SGI were subdivided among
seven regional coordinators according to geographical location. These
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regional coordinators, who are political scientists with both compara-
tivist and area expertise, were each responsible for three to five of the
30 OECD countries. Selecting information from each expert report
according to the criteria of validity and objectivity, the regional coordi-
nators integrated this information into a synthesized “country report”
and gave numerical ratings based on those provided in the three ex-
pert reports.

Fifth, the regional coordinators reviewed their ratings collectively
so as to make it possible to draw comparisons across the entire OECD
world. As part of the discussions making up the review process, each
regional coordinator was required to explain, defend and eventually
recalibrate his ratings and assessments. To make any changes agreed
to during the review process more transparent, the coordinators also
agreed to choose the median of the three country expert ratings as the
default score and, if a deviation from the median score was deemed
necessary, to keep the score within the range of ratings provided in
the experts’ reports. During the review process, the regional coordina-
tors deviated from the respective median values in 31 percent of the
total number of 1,860 scores provided in the reports. In turn, two per-
cent of these scores exceeded the range defined by the expert ratings,
and each of these deviations was justified in the body of the country
reports.

Sixth, as part of a second round of reviews, an advisory body com-
posed of renowned scholars and practitioners and charged with mak-
ing strategic decisions discussed and approved the ratings. This sec-
ond review resulted in changes to six percent of the total scores and
entailed a slight reduction in the proportion of scores deviating from
the country expert median in the expert reports (down to 29 percent
from 31 percent) and exceeding the range of the ratings in the
experts’ reports (down to 1 percent from 2 percent).

The SGI’s other main sources of data are quantitative indicators
collected from publicly available statistics. Giving country experts and
coordinators access to these indicators through the online database
allowed them to rely on an equal basis of standardized information.
Values missing from public statistics were supplemented with those
from previous years or other sources. If the latter was not possible,
then the missing value was imputed using the median of the avail-
able values. In the cases of at-risk-of-poverty rates (items S11.2, S12.4
and S13.3), the missing values for non-EU member states were im-
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puted by regressing at-risk-of-poverty rates on relative poverty rates
obtained from the Luxembourg Income Study (LIS).? These imputa-
tion techniques were applied to ensure the comparability of data
drawn from different sources.

Furthermore, for some countries, values are missing because the
structures of their political systems make it impossible to derive certain
indicators. Such “system-missing” values occur, for example, for coun-
tries that do not have second chambers of parliament (item M8.1),
presidents with legislative veto rights (item M8.2), constitutional
courts capable of vetoing legislation (item M8.3), and expert staff
assigned either to individual parliamentary deputies (item M14.5) or
to parliamentary groups of parties (item M14.6). In such cases, these
specific indicators were not included in the aggregation process for
such countries.

In contrast, countries in which governments did not assess the
potential socioeconomic impact of draft laws (item M4.1, RIAs) were
given the worst possible score (i.e., one) because the concept behind
the SGI assumes that the application of RIAs enhances executive ca-
pacity. In the cases of these countries, the related questions for items
M4.2 and M4.3 have also been given the lowest score.

Weighting and aggregation

While the expert ratings are based on a unified scale ranging from
one to 10, the quantitative indicators are provided using different
scales and units of measurement. In order to aggregate the latter into
composite indices, the indicators first had to be standardized. This
was accomplished by calculating the relative distance from the best-
performing state and assigning a value to this distance using a scale
ranging from one to 10. In cases where lower values of indicators
denoted better performance, the scores were inverted so as to guaran-
tee that higher scores always represented better performance. This
technique of standardization through a linear transformation was
chosen for the SGI because it is both intuitively plausible and easier

2 As no LIS values were available for Iceland (and, partially, for Korea), the mean of
the poverty rates for those four countries with Gini coefficients resembling Iceland’s
most closely was used in the regression.
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to understand than, for example, a z-transformation or a transforma-

tion based on a logistic function (Matthes and Schroder 2004).

In addition, the chosen method of standardization has desirable
effects insofar as it generates scales with identical ranges and fixed
end points, limits the influence of outlier values and increases the
distance between values lying within a narrow interval so as to em-
phasize the relative position of states vis-a-vis other states (Giovannini
et al. 2005). To check the robustness of our standardization approach,
we also calculated the Status Index and Management Index using z-
transformed and logistic-function-transformed values. These stand-
ardization methods produced very similar rankings, with the scope of
rank shifts being limited to a maximum of three ranks (see appendix
to this chapter).

This standardization procedure was modified for the following ex-
pert-provided quantitative indicators:

— M14.2/M14.3—Number of parliamentary committees/average num-
ber of (sub-)committee members: As there is no strictly monoto-
nous, linear relationship between the number and size of commit-
tees and their ability to monitor the executive, value ranges were
determined according to accepted best practices in committee
organization (Schnapp and Harfst 2005). For example, countries
with 12 to 18 committees and an average number of 13 to 25 depu-
ties per (sub-)committee were given a score of 10. Scores for coun-
tries with more or fewer and larger or smaller committees were
depreciated as a result of applying the above-mentioned linear
transformation;

— M14.6/M14.7—Expert support staff per faction/expert support
staff per deputy: As the distributions of the values for these indica-
tors were skewed by extremely high values for the U.S. Congress,
these values were log-transformed prior to standardization;

— M15.2a—Fragmentation of the party system: This indicator is
based on the effective number of parliamentary parties, a standard
measure of party system fragmentation (Laakso and Taagepera
1979). The underlying assumption is that more fragmented party
systems with many small parties are less capable of generating
program-based competition (as opposed to factionalism), which is
believed to improve executive accountability. However, the causal
relationship is also not strictly monotonous, and assuming a
monotonous relationship would introduce a bias in favor of sys-
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tems with either dominant parties or two parties. For this reason,
we set a cutoff value of five (Sartori 1976) and only depreciated the

scores of countries with an effective number of parties exceeding
this threshold.

For most indicators, there are no broadly agreed-upon, absolute bench-
marks that denote top- or bottom-level performance. This is the case
either because performance is assumed to increase or decrease con-
tinually or because established benchmarks (e.g., the threshold of a
general government deficit of three percent of GDP, which the Euro-
pean Union uses as an eligibility criterion for membership in the
Economic and Monetary Union) remain contested among scholars
and policymakers. For this reason, we decided to define empirical, rel-
ative benchmarks by assigning scores of one and 10 to the worst and
best performing state, respectively, within the given set of countries.

This benchmarking technique made full use of the range given by
the scale. At the same time, however, it also caused a certain degree
of divergence between indicators and expert ratings, as the latter
rarely chose the lowest possible scores. This means that the choice of
empirical relative benchmarks led to a situation in which, for the
quantitative indicators, the worst performers were assigned a score of
one even if they performed only slightly worse than other countries.
In contrast, without a method of standardization for the expert rat-
ings, the worst performers here would have “suffered” less from a
small gap in relation to better-performing countries. Since we did not
want to treat quantitative indicators and expert ratings in different
ways, we rescaled all expert ratings so as to generate distributions
with identical ranges. To avoid the emergence of any discrepancies
between expert ratings and written assessments, we also included the
original, non-standardized expert ratings in the country reports.

In order to integrate individual items into a composite index,
weights have to be assigned to all individual items. The SGI's method
of weighting these items has been guided by three considerations: In
the first place, we decided that weights should reflect the conceptual
status of items, criteria, categories and dimensions that are compo-
nents of the key SGI concepts of democracy, policy performance and
executive governance. Once these concepts were disaggregated into
their components, theoretical reasoning was used to identify, define
and juxtapose these components. For example, the idea of distinct
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stages in the policy cycle inspired the disaggregation of the executive
capacity dimension into categories, such as policy preparation, imple-
mentation and learning. In contrast, our prior empirical knowledge
about, for example, the impact of effective interministerial coordina-
tion on the preparation of policies was mainly based on the experien-
ces of practitioners, case-based evidence, intuition and common sense.

Our knowledge has been particularly limited when it comes to the
interaction of individual components with each other, for example,
on how interministerial coordination, regulatory impact assessments
and strategic planning jointly affect policy preparation. This uncer-
tainty about effects and interrelations suggests that components might
best be considered hypotheses about the presence or fulfillment of a
concept (Goertz 2006: 53-58). For example, by defining interministe-
rial coordination as a component of policy preparation, one must
assume that effective interministerial coordination improves policy
preparation.

On the more aggregate level of SGI categories, it is contended that
effective mechanisms of policy preparation in combination with effec-
tive implementation and institutional learning increase the strategic
capacity of executives. However, we do not know precisely how much
individual components contribute to the aggregate concept and
whether certain components reinforce or hamper the contributions
of other components.

Given these uncertainties, the safest strategy for building indices is
to assume, on the one hand, that all components possess equal status
as hypotheses about the presence and fulfillment of aggregate con-
cepts and, on the other hand, that each component may partially, but
not fully, substitute for the effect of other components. The corollary
for the construction of the index at this point is to assign equal weights
to all components and choose an additive method of aggregation.

Second, the SGI has been operationalized as a combination of an
expert survey and a compilation of so-called hard statistical data. This
methodological choice is motivated by taking two facts into considera-
tion: On the one hand, OECD member states are well-charted by
numerous datasets, and there are official, cross-national datasets that
provide information that is more reliable than the subjective assess-
ments of experts. On the other hand, statistical data cover only very
specific aspects of more complex realities and ignore a context that
can allow for a fuller understanding of an indicator’s particular mean-
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ing. In order to take this complexity more fully into account, experts
were asked to provide contextualized assessments that were then sub-
jected to a review process.

In this way, the combination of expert assessments and statistical
indicators assumes that both types of observations have specific
strengths and weaknesses, that they cannot fully substitute for each
other, and that neither of them is epistemologically superior to the
other (Collier, Brady and Seawright 2004: 252-258). For this reason,
we decided to assign equal weight to the expert assessments and the
sets of indicators within the policy areas constituting the performance
assessment of the Status Index.

Third, the Status Index represents an integrated measurement of
the quality of democracy and the policy performance in OECD mem-
ber states. Since most OECD member states are stable, functioning
democracies, one might be tempted to infer that the assessment of
democracy should be given less weight than the performance assess-
ment. However, the results of the SGI expert surveys and other
democracy assessments indicate that the quality of democracy varies
even between consolidated democracies. Moreover, a high-quality de-
mocracy may be viewed as being a necessary framework for strategic
policy-making, reform capacity and meaningful policy performance.
For this reason, we have assigned equal weight in the Status Index to
the dimensions of policy performance and quality of democracy.

The Status Index and the Management Index scores are thus de-
rived by calculating the arithmetic means of the scores for their respec-
tive two dimensions (i.e., the Status Index’s quality of democracy and
policy performance and the Management Index’s executive capacity
and executive accountability). The individual dimension scores in the
Status Index are derived by calculating the arithmetic means of the
criteria scores, which are also derived by calculating the arithmetic
means of their respective components. The categories (i.e., the four
broad policy sectors) of the Status Index do not imply a theoretical
status within the SGI conceptual framework. They are descriptive
and used only to group policy areas. There are therefore no calcula-
tions at the category level in the Status Index.

The Management Index’s dimension scores likewise represent the
arithmetic means of their equally weighted component scores, but
the Management Index contains two additional levels of disaggrega-
tion so as to reflect the greater diversity of governing practices and
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mechanisms addressed by the individual questions. The executive
capacity dimension is disaggregated into stages of the policy process
(e.g., preparation, implementation, etc.) that constitute four catego-
ries, each of which consists of between one and five criteria that are
used to group activities, such as regulatory impact assessment or the
anticipation of veto players.

In addition, a distinction is drawn between single items (e.g., with
item M9.1, which asks about how the government achieves its own
policy objectives) and sets of items that are closely related to each
other by using lettered annotations (e.g., a, b, ¢, etc.). For example,
intra-executive monitoring mechanisms are viewed as forming such a
set consisting of: organizational incentives limiting ministerial self-
interest (item M9.2a), the monitoring of line ministries (item M9.2b),
executive agencies (item M9.2¢) and internal auditing arrangements
(item M9.2d). These items are weighted equally and, together, are
assigned the same weight as item M9.1.

The two composite indices—that is, the Status Index and the Ma-
nagement Index—provide scores and ranks for each of the 30 states.
The ranking is based on the score that is precise to the second deci-
mal place. If two or more states have the same score at this level of
precision, they are ranked equally.

In order to confirm the robustness of our chosen approach of
weighting, we tested various other weighting models. For the Status
Index, for example, we first increased the weight given to the policy
performance dimension. Doing so could theoretically be justified
by arguing that most OECD member states are stable democracies
where policy delivery matters more than rights and procedures. Sec-
ond, we explored a model with equally weighted components, thereby
weighting the expert ratings according to the total number of items
forming a policy area (criterion). Such a model would reflect the as-
sumption that policy areas with more quantitative performance indi-
cators are better charted by hard statistical data and are therefore less
dependent on subjective expert opinions. Third (and fourth), we cal-
culated aggregate values based solely upon expert ratings and, con-
versely, on quantitative indicators. These models are meant to corre-
spond to qualitative or quantitative research designs, respectively. As
Table 3 shows, the aggregate correlations between these models and
our default model are fairly high, which confirms the robustness of
our weighting.
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Table 3: Effects of different weighting models,
compared with the chosen model of aggregation

Democracy 30 percent .996 South Korea/— Japan/Portugal, Spain
performance 70 percent
ratings = indicators

Democracy 50 percent .999 —/- —I-
performance 50 percent
components equally weighted

Democracy 30 percent 995 South Korea/— Japan/Finland, Poland,
performance 70 percent Portugal, Spain
components equally weighted

Democracy 50 percent .998 —/- —/Iceland
performance 50 percent
only ratings weighted

Democracy 30 percent 992 —/Portugal Japan, Sweden/—
performance 70 percent
only ratings weighted

Democracy 50 percent 995 /- —/Czech Republic
performance 50 percent
only indicators weighted

Democracy 30 percent .988 Japan, South Korea, Greece, Iceland/
performance 70 percent Luxembourg/ Czech Republic, Poland,
only indicators weighted Netherlands Portugal, Spain,

United Kingdom

In sum, the SGI has been designed to assess reform capacity indi-
rectly by measuring both policy outcomes and executive governance.
This indirect approach also entails a degree of methodological, theo-
retical and political self-restraint in that it assumes that there is no
single recipe for reform to be written by social scientists. Moreover,
any attempt to communicate the “right” reform will always arouse
suspicions of the presence of ideological motives behind the proposed
reforms.

Our measurement of executive governance combines state-centric
and societal notions of governance, monitors the impact of veto play-
ers and focuses on micro-level functions and processes of governance
that reflect a growing consensus on best practices beyond traditional
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macro-categories of political systems. In contradistinction to the exist-
ing composite indicators and comparative assessments, the SGI ex-
plores policy outcomes and governmental practices in greater detail,
and it does so for a larger sample of states while using more recent
data. Moreover, the SGI integrates expert assessments and statistical
data in order to combine the advantages of both types of information.
As all disaggregate data are published together with the aggregate
indices, the data may be customized by recombining them in differ-
ent ways or with other datasets.
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Appendix

Status Index: Different standardization methods compared

Australia 7.05 12 5.72 13 5.98 14 -1 -2
Austria 6.91 14 5.71 14 6.06 12 0 2
Belgium 6.61 17 5.59 17 5.69 16 0 1
Canada 7.89 8 6.04 8  6.69 8 0 0
Czech Republic = 6.13 18 5.28 19 5.21 18 -1 0
Denmark 8.21 6 6.28 6 695 6 0 0
Finland 8.64 2 6.46 1 7.29 2 1 0
France 6.06 19 5.29 18 5.13 19 1 0
Germany 747 10 5.84 11 6.41 1M -1 -1
Greece 4.16 28 442 28 373 28 0 0
Hungary 5.22 25 4.97 25 4.56 25 0 0
Iceland 7.51 9 5.99 9 6.44 10 0 -1
Ireland 732 1 5.94 10 6.47 9 1 2
Italy 461 26 461 26 399 26 0 0
Japan 5.70 22 5.21 20 478 21 2 1
Luxembourg 6.64 16 5.67 15 5.83 15 1 1
Mexico 3.72 29 4.36 29 3.62 29 0 0
Netherlands 8.23 5 6.29 5 713 4 0 1
New Zealand 8.41 4 6.30 4 7.12 5 0 -1
Norway 8.71 1 6.45 3 1.23 3 -2 -2
Poland 4.22 27 4.47 27 3.90 27 0 0
Portugal 5.89 20 5.10 23 474 23 -3 -3
Slovakia 5.53 23 5.12 22 4.79 20 1 3
South Korea 5.42 24 5.08 24 460 24 0 0
Spain 5.73 21 5.15 21 4.77 22 0 —1
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Sweden 8.58 3 645 2729 1 1 2
Switzerland 7.98 7 6.09 7 6.77 7 0 0
Turkey 2.41 30 387 30 3.1 30 0 0
United Kingdom = 7.02 13 5.74 12 6.02 13 1 0
United States 6.73 15 5.59 16 5.67 17 -1 -2

Z-standardization: Quantitative indicators and expert ratings (x) are standardized by subtracting the
item-specific mean () and dividing by the standard deviation.

X=X

SDEV,

Standardization based upon a logistic function: This procedure reduces the influence of extreme val-
ues while preserving the distance information of indicators. In a first step, quantitative indicators
and expert ratings are z-transformed. The standardized values (x) are included into the following
logistic function:

149
14+ e

y:

Fix)=

The higher ¢, the steeper £(x) and the more small differences from the mean are expanded. Follow-
ing Matthes and Schroder (2004), we calculate ¢ as the square root of the coefficient of variation of
the respective indicator. This method ensures that equal absolute differences are not dependent on
the value of the mean and have a larger effect if the variation is low.
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Management Index: Different standardization methods compared

Australia 6.53 1M 5.89 10 6.09 11 1 0
Austria 6.54 10 5.80 13 6.10 9 -3 1
Belgium 4.92 25 489 28 469 25 -3 0
Canada 6.97 8 6.13 8  6.60 7 0 1
Czech Republic = 4.75 27 4.98 26 4.49 27 1 0
Denmark 8.07 2 6.68 3 7.48 1 -1 1
Finland 7.94 3 6.69 2 7.36 3 1 0
France 5.06 24 5.18 23 5.07 22 1 2
Germany 6.31 15 5.81 12 6.05 12 3 3
Greece 333 30 438 30 370 30 0 0
Hungary 5.55 19 5.35 19 5.16 19 0 0
Iceland 7.44 5 6.44 6 6.88 6 -1 -1
Ireland 7.01 7 6.14 7 6.42 8 0 -1
Italy 4.89 26 5.02 25 450 26 1 0
Japan 5.50 21 5.40 18 5.25 18 3 3
Luxembourg 6.33 14 5.69 15 5.92 15 -1 -1
Mexico 5.36 22 5.28 22 5.01 23 0 —1
Netherlands 6.67 9 5.88 11 6.10 10 -2 —1
New Zealand 7.40 6 6.46 5 7.05 5 1 1
Norway 8.48 1 6.86 1 7.48 2 0 —1
Poland 4.06 29 470 29 409 29 0 0
Portugal 5.55 19 5.34 20 5.13 20 -1 -1
Slovakia 5.6 18 5.31 21 5.09 21 -3 -3
South Korea 5.85 17 5.56 17 5.43 17 0 0
Spain 5.07 23 5.08 24 481 24 -1 —1
Sweden 7.85 4 6.63 4 731 4 0 0
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Switzerland 6.46 13 5.76 14 5.96 13 -1 0
Turkey 4.70 28 4.92 27 4.45 28 1 0
United Kingdom = 6.11 16 5.57 16 5.50 16 0 0
United States 6.52 12 5.98 9 5.94 14 3 -2
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