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1. Introduc7on 

Pension systems around the world are facing unprecedented pressure to adapt to the 

demographic and economic challenges that have emerged in recent decades. The primary 

challenge facing states is to achieve a balance between maintaining a robust financial 

founda=on and ensuring comprehensive pension security for individual re=rees (Hinrichs, 

2021; Komp, 2018; Kuiio & Helmdag, 2021; Weaver, 2016). A par=cularly prominent reform 

instrument used to achieve this goal is the introduc=on of indexa=on mechanisms, so called 

Automa=c Adjustment Mechanisms (AAM) in pension systems. Therefore, Automa=c 

Adjustment Mechanisms  are even described as “the most important innova=on of pension 

policy over the last decades” (OECD, 2021, p. 110). Using this instrument, the amount of 

pension revenues is linked to objec=ve economic indicators such as wage or price 

development to prevent a rela=ve decline in the value of pension levels compared to the 

overall economic development (Hinrichs, 2021; Komp, 2018; Kuiio & Helmdag, 2021; Van 

Kersbergen et al., 2014; Weaver, 2016). In light of the growing importance of this instrument, 

compara=ve policy research has already addressed numerous ques=ons on the subject, with 

a par=cular focus on iden=fying the determinants that facilitate the introduc=on of Automa=c 

Adjustment Mechanisms. It was shown that economic pressures, as well as the par=cipa=on 

of certain poli=cal par=es in government, can par=cularly explain the adop=on of AAMs 

(Fernández, 2012). In addi=on to the general observa=on that AAMs are increasingly being 

established into pension systems, a peculiar trend emerges: states vary significantly in the 

design of AAM they introduce. Broadly speaking, two dis=nct designs can be observed: linking 

pension levels to price developments (infla=on-linked AAM) or indexing them to the average 

wage development (wage-linked AAM). The ques=on which factors influence the decision to 

adopt one of those forms is s=ll unanswered. This paper addresses this gap by examining the 

factors which determine the form of indexa=on mechanism implemented by countries. Thus, 

the research ques=on of this paper is as follows: What drives the decision of policymakers to 

implement a specific design of Automa=c Adjustment Mechanism? I argue that the decision 

of na=onal policymakers regarding the specific form of a pension indexa=on mechanism is 

significantly driven by the power resources of social democra=c and chris=an democra=c 

par=es whereas the degree of transna=onal influence from other countries does not have an 

impact.  
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But why is a deeper understanding of the implementa=on of different AAM-designs 

important at all? Firstly, there is a theore=cal interest, as the exis=ng literature does not 

provide an explana=on for the observed phenomenon. The ques=on arises whether theories 

that explain the general adop=on of this policy can also adequately account for the decision 

to implement a specific form of AAM. This paper aims to provide an answer to this theore=cal 

gap. The importance of gaining a beier understanding of the introduc=on of various AAM-

designs is underscored by prac=cal consequences: both the sustainability of AAMs and their 

economic distribu=on effects are closely =ed to their specific design. As shown by Weaver 

(2016) and Schoyen and Stama= (2013), a long-term integra=on of pension indexa=on 

mechanisms within a pension system significantly depends on its design. Furthermore, the 

design of AAMs has notable economic distribu=on impacts: infla=on-linked AAMs tend to have 

progressive distribu=on effects within the group of re=rees, while wage-linked AAMs generally 

benefit higher earners (Whitehouse, 2009). Hence, it becomes evident that gaining a deeper 

understanding of the condi=ons influencing the decision for a specific AAM-form is of great 

theore=cal and prac=cal interest. 

Table 1 gives an empirical overview on the extent to which AAMs have been 

implemented globally. Two developments stand out: first, it becomes evident that the forms 

of AAMs introduced differ significantly. Both infla=on-linked and wage-linked AAMs are 

implemented across countries, without any immediately discernible paiern. Second, it is 

primarily wealthy OECD-countries that have integrated indexa=on mechanisms into their 

pension systems. This is primarily due to the substan=al demographic adjustment pressures 

confron=ng these pension systems (Hinrichs, 2021; Hinrichs & Jessoula, 2014). 
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Figure 1: Overview of AAM-introduc=ons in OECD-countries (1961-2000) 
 

To explain the adop=on of specific AAM-designs, this paper builds on diffusion as well 

as par=sanship theories.  Diffusion theories airibute the implementa=on of a specific type of 

AAM to the influence of the interna=onal environment. Thus, policymakers' decision regarding 

a par=cular AAM-design are significantly shaped by their integra=on into the interna=onal 

context. In contrast, par=sanship theories state that the variance in AAM-designs can be 

explained by the differing power dynamics of the governing par=es. The central premise of 

this theore=cal framework is: "par=es maier". Methodologically, this paper employs a two-

step event-history-analysis. Given that the decision for a par=cular form of AAM is significantly 

influenced by whether any form of AAM is introduced at all, the aim of step one is to iden=fy 

factors that generally affect the introduc=on of AAMs. In a second step, I will explore factors 

that explain the choice of policy-makers for a specific design of AAM. This approach allows for 

a nuanced iden=fica=on of the factors that have influenced the decision for each par=cular 

AAM-design. Empirically, the AAM-introduc=ons of every country of the Organiza=on for 

Economic Coopera=on and Development (OECD) over the period from 1961 to 2000 are 

considered.  

Consistent with the findings of Fernández (2012), the first step reveals that power 

resources of chris=an-democra=c par=es significantly increase the likelihood of introducing 

AAMs. The results of the second step show that party configura=ons have also an influence on 

the decision for a specific design of AAM. In par=cular, high power-resources of social 

democra=c and chris=an democra=c par=es increase the probability of infla=on-linked AAMs. 
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The presence of certain types of AAMs in interdependent countries had no effect on further 

implementa=on of specific AAM-types, which contradicts the assump=ons of diffusion theory. 

The results further indicate that policy-making is highly influenced by contextual factors and 

na=onal path dependencies. 

This paper provides a comprehensive and nuanced contribu=on to explain the 

implementa=on of specific designs of indexa=on policies within pension systems and enriches 

the literature in two significant ways. First, the findings of this study provide an explana=on 

for the variance in AAM-designs across different countries. Second, broader conclusions about 

the trend of policy-indexa=on can be drawn: the results of my study iden=fy factors that 

fundamentally play a role in the implementa=on of indexa=on mechanisms by demonstra=ng 

that party configura=ons within na=onal poli=cal systems significantly influence the choice of 

a par=cular form of indexa=on mechanism. 

The structure of the paper is as follows: first, an overview of current AAM research and 

literature on welfare policy design decisions in other areas is provided. Subsequently, I 

introduce the theories u=lized in my study, from which the hypotheses to be tested are 

derived. Following this, I discuss the case selec=on and the methodology employed in my 

research, and then present and discuss the results of my sta=s=cal analysis. Finally, this paper 

concludes by presen=ng limita=ons of the study and sugges=ng promising direc=ons for future 

research. 

 

2. Literature Review  

The following sec=on aims to provide an overview of the current state of research on 

Automa=c Adjustment Mechanisms in order to iden=fy the gap in the literature this paper 

addresses. In a second step, a comprehensive review of prior works within policy design 

research will be conducted. This review will focus on iden=fying relevant theories and 

frameworks that can be applied to address the specific research ques=on posed in my study. 

 

Current state of research on Automa0c Adjustment Mechanisms  

It is essen=al in my case to provide an overview of the current state of research on 

AAMs before looking at literature which explain the choice of policy-design. Therefore, I will 
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first focus on examina=ons on AAM introduc=on. Secondly, I will discuss the implica=ons of 

AAM-design on viability and distribu=onal consequences to show that the specific design of 

AAMs has indeed large implica=ons.  

One strand of AAM-research delves into understanding the factors driving the 

introduc=on of AAMs. Three key explanatory frameworks have been developed to understand 

the increasing implementa=on of AAMs: economic condi=ons, poli=cal party influence, and 

diffusion processes. The first approach involves explaining the introduc=on of AAMs through 

economic condi=ons. As demonstrated by Hockerts (1980) in a study of post-war Germany, 

economic development and infla=on rates play a crucial role for the introduc=on of AAMs. 

These developments not only create the fiscal space necessary for implemen=ng such 

indexa=ons but also generate pressure for their introduc=on, par=cularly in response to 

infla=onary trends. Similar explana=ons were found in studies examining the introduc=on of 

pension indexa=on in the Netherlands (Schuyt & Taverne, 2004) and Italy (Jessoula, 2010). In 

both cases, economic growth and price increases significantly influenced the introduc=on of 

AAMs, although the extent of their impact was con=ngent upon other contextual factors, such 

as poli=cal power dynamics. Addi=onally, studies beyond specific country cases which 

analyzed the introduc=on of AAMs underscored the cri=cal importance of economic 

developments in explaining AAM introduc=ons as well (Fernández, 2012). Consequently, 

economic developments represent a pivotal factor in explaining the introduc=on of pension 

indexa=ons. Secondly, literature emphasized the importance of poli=cal par=es in this context. 

Accordingly, the decision to index pension payments significantly depends on the party in 

power (Huber & Stephens, 2001). Van Kersbergen and Becker (1988) inves=gated this in the 

case of the Netherlands, concluding that the specific design of the Dutch welfare system, 

including the introduc=on of pension indexa=on, can be traced back to the power 

constella=ons of ruling par=es. Similarly, Fernández (2012) finds that par=es in government 

play a crucial role in determining whether AAMs are introduced. Both studies airibute the 

introduc=on of AAMs to the influence of par=es from the chris=an democra=c and social 

democra=c party families. It is important to note, however, that these findings must be 

understood in conjunc=on with other contextual factors. 

A third explanatory approach, significantly influenced by the works of Weaver (2010), 

focuses on more personal explanatory paierns concerning the poli=cians in power. According 

to this perspec=ve, the introduc=on of indexa=on mechanisms is driven by "good-poli=cs 
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objec=ves," "credit-claiming objec=ves," and "blame-avoidance objec=ves”. This third strand 

explains the introduc=on of AAMs primarily with the strategic considera=ons of poli=cians. 

Although the general introduc=on of AAMs and their facilita=ng contextual factors 

have been extensively studied, there is a lack of understanding regarding the decision on the 

specific form of indexa=on. Exis=ng research gives an explana=on on why AAMs are introduced 

but does not address which form of AAMs is chosen. To demonstrate addressing this gap is of 

great importance, I will explore two addi=onal research trajectories related to pension 

indexa=on. 

It is important to thoroughly understand the implementa=on of different indexa=on 

designs because they greatly affect the sustainability and distribu=on outcomes of AAMs. 

Regarding the sustainability aspect, research has examined the condi=ons that influence the 

sustainability of AAMs. It explores the factors that may lead to the aboli=on of established 

AAMs or poli=cal interven=ons that override the indexa=on mechanism. Weaver highlights 

that the design of AAMs is a cri=cal factor for sustainability (2016). The design of indexa=on 

and its adjustment mechanism significantly influence whether and under what condi=ons 

policymakers may choose to abolish or overrule pension indexa=on (2016). Schoyen and 

Stama= (2013) reached similar conclusions, demonstra=ng that the design of AAMs, along 

with other factors, is crucial in determining whether indexa=on policies can survive in pension 

systems in the long run.	To sum it up, the specific design of Automa=c Adjustment Mechanisms 

indeed plays a crucial role in determining whether and for how long they can be established 

within a pension system. Another argument jus=fying a deeper analysis of AAM-design is the 

varying distribu=ve implica=ons of different indexa=on designs. Again, it is shown that 

infla=on-linked and wage-linked Automa=c Adjustment Mechanisms exert different impacts 

on the distribu=onal effects within a pension system. Previous literature converges on the 

consensus that infla=on-linked AAMs have a greater distribu=ve impact on individual pension 

levels compared to wage-linked AAMs (Béland et al., 2024; Whitehouse, 2009). The conclusion 

emphasizes that the design of Automa=c Adjustment Mechanisms significantly influences 

their distribu=onal effects.  

This review has shown that there is a gap in the literature on AAMs in explaining the 

design choices of AAMs. However, it becomes clear that this is important to understand 

considering the far-reaching consequences of AAM design. For this reason, the second part of 
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the literature review will now look at the exis=ng literature that can explain policy-design 

decisions. 

 

Exis0ng literature on policy-design choices 

The lack of theore=cal understanding of the determinants that explain the specific 

design of pension indexa=on, together with the far-reaching implica=ons of the design of 

AAMs make a more detailed examina=on of this issue highly worthwhile. To address the 

iden=fied gap, the next step is to review previous studies that have examined social policy 

design decision-making in other fields of welfare policy. Since my paper employs the iden=cal 

theore=cal frameworks, the literature review will primarily focus on studies that u=lize 

diffusion and par=sanship approaches to explain policy-design-implementa=on. This will be 

complemented by a concise overview of other theories relevant to policy design explana=ons. 

The review highlights that the diffusion and par=sanship theories have proven highly effec=ve 

in explaining the implementa=on of specific policy designs. These theories offer significant 

insights into the mechanisms and factors influencing policy design implementa=on, which 

underscores the u=lity of these theories for my research project. 

The significant influence of par=es on policy design has been extensively documented 

in numerous studies. An overview of the par=sanship-approach is provided by the works of 

Wenzelburger (2023) and the meta-analysis by Bandau and Ahrens (2020). Both studies find 

an influence of par=es on the design of welfare policies, but also emphasize that the effects 

depend strongly on party compe==on, the ins=tu=onal context and changing framework 

condi=ons (Wenzelburger, 2023). Addi=onally, inves=ga=ons confirm this connec=on across 

various fields of welfare poli=cs. Allan and Scruggs (2004) demonstrate that, even under the 

new circumstances of welfare state retrenchment, par=sanship con=nues to have a substan=al 

impact on welfare state en=tlements, specifically for unemployment insurance and sickness 

benefit replacement rates. Similarly, health policies are also influenced by party configura=ons 

and power structures within governments, which indirectly affect health outcomes through 

social policies (Falkenbach et al., 2020). This influence is also observed in redistribu=ve 

policies, although the results vary significantly depending on contextual factors (Iversen & 

Soskice, 2006). 
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On contrary, diffusion theories, which emphasize that policy decisions are not made 

solely within the na=onal framework but are significantly influenced by dependencies on other 

states, have been u=lized in several studies as well (Jahn, 2023). This influence of interna=onal 

dependencies on legisla=on designs has been demonstrated in empirical studies, whereas it is 

differen=ated between the various mechanisms through which these processes occur. First 

ones are learning processes: policymakers oAen look to successful welfare policies 

implemented abroad to address similar issues. Accordingly, they adapt the design of their 

welfare policies to previous examples. (Gilardi, 2010; Gilardi et al., 2009; Obinger et al., 2013). 

Secondly, the design of policies can also take place through compe==ve processes. Here, 

welfare policy designs are iden=fied as a result of strategic interac=ons between states in order 

to remain compe==ve or to prevent other na=ons from falling behind in terms of social welfare 

benefits (Jahn, 2009). An explana=on of policy-design diffusion with emula=on mechanisms 

emphasizes the importance of the desire of policy-makers to belong to a certain norm group 

when considering policy-designs (Bearce & Bondanella, 2007; Finnemore & Sikkink, 1998), 

whereas coercion approaches highlight the influence of interna=onal organiza=ons on the 

specific design of na=onal welfare policies (Braun & Gilardi, 2006; Simmons et al., 2006). 	It 
can be concluded that both diffusion and par=sanship approach indeed offer strong 

explanatory power regarding the ques=on of why states choose a par=cular form of welfare 

policy design. 

At this point, a brief examina=on of two alterna=ve approaches that explain policy 

design implementa=on will be undertaken. On the one hand side, the influence of earlier, 

forma=ve policies on welfare policy designs, as posited by the path-dependence approach, has 

been iden=fied by scholars such as Huber and Stephens (2001), Kiess et al. (2017), and, albeit 

more cri=cally, Fleckenstein (2013). Through this lens, policy-design choices are considered to 

be heavily influenced by exis=ng na=onal experiences and structures. On the other hand side, 

the impact of the EU on welfare policies has been observed  (Börzel & Panke, 2022; Windhoff-

Héri=er, 2001). Within this theore=cal framework, the strong influence of the EU on the 

policy-making of its member countries is emphasized. 

In light of these diverse approaches to explaining policy designs, it becomes evident 

that a mul=tude of theore=cal frameworks can account for the design of policies. The review 

of the preceding literature raises a variety of ques=ons: What drives the decision of policy-

makers to implement a specific design of pension indexa=on? Do theories of diffusion and 
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par=sanship help to beier understand this process? In order to answer these ques=ons, this 

paper aims to further inves=gate this rela=onship and thus make an empirical contribu=on to 

the literature. To do so, the next step is to look deeper into the theore=cal connec=on of 

par=sanship, interna=onal interdependences and indexa=on-policy-introduc=ons.  

 

3. Theory  

First, the following sec=on provides a deeper introduc=on into Automa=c Adjustment 

Mechanisms and places them in the broader context of research on “automa=c government” 

(Weaver, 2010). Second, theories employed in this work are then elucidated and applied to 

my specific field of inves=ga=on to derive hypotheses that are suitable for tes=ng their 

significance.  

 

An introduc0on to Automa0c Adjustment Mechanisms  

To establish a shared comprehension of Automa=c Adjustment Mechanisms, I will first 

provide a clear defini=on of the term. Drawing on previous literature, AAMs are defined as 

statutory provisions designed to modify pension payments in accordance with fluctua=ons in 

an economic index (Fernández, 2012; Gannon et al., 2016). Through this mechanism, the 

amount of individual pension payments within a state pension system is thus linked to an 

economic index, resul=ng in the automa=c adjustment of pension payments in accordance 

with the changes in this index.  AAMs therefore allow an "automa=c" adapta=on of the 

individual pension level to general demographic and economic trends and offer significant 

advantages for policy-makers and pensioners: 	 Firstly, Automa=c Adjustment Mechanisms 

generally reduce uncertainty in pension systems concerning economic and demographic 

developments. The automa=c adjustments of pensions protects against the risk of a 

divergence of overall economic developments and the pension provision level (OECD, 2021). 

Secondly, for policy-makers, AAMs advantageously de-poli=cize pension adjustment decisions 

and thus avoid poli=cal bailes and blaming by voters in the absence of benefit extensions or 

pension cuts (Weaver, 1986, 2010, 2016). This aspect is par=cularly significant considering 

that, given the rising problem of aging socie=es, decisions regarding pension levels are 

increasingly conflict-ridden and are becoming con=nuously more concerns of the median voter 
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(De Walque, 2005). Thirdly, from a pensioner’s perspec=ve, AAMs offer the advantage of an 

automated adjustment of pension amounts to economic developments in order to 

compensate for a loss of purchasing power and a rela=ve loss in value of their pension 

payments.  

Empirically, it can be observed that varying forms of AAMs are implemented in different 

countries (see Table 1). A key dividing line in designs of AAMs is the ques=on to which 

parameter the indexa=on of pension is linked. A main differen=a=on in this regard is an 

adap=on to infla=on developments (infla=on-linked AAMs) or wage development (wage-

linked AAMs) (Fernández, 2012; Whitehouse, 2009). Infla=on-linked AAMs adjust the pension 

level to the na=onal price trend in order to prevent a divergence between the nominal and 

real value of pensions. In contrast, wage-linked AAMs adjust the pension level to the average 

wage level of a country. While infla=on-linked AAMs adjust pensions rela=ve to the costs of 

living, wage-linked AAMs lead to a rela=ve adjustment of pensions to the standard of living of 

people in work (Whitehouse, 2009). Due to the different rules and mechanisms for 

adjustment, different AAM-designs have enormous influence on both the sustainability of the 

pension system and the individual pension en=tlement, as already shown in the literature 

review.  

AAMs thus represent an automa=c mechanism of adjustment for pensions and fit into 

the trend of increasing indexa=on of policy decisions. As noted by Weaver, decisions that were 

previously part of the poli=cal arena are increasingly being transferred to the legisla=ve arena 

through the introduc=on of automa=c mechanisms (Weaver, 2010). As AAMs also replace the 

poli=cal decision to adjust pensions by a formal indexa=on mechanism, they fit very well into 

this trend. 

 

Explaining the implementa0on of AAMs 

But how can the introduc=on of different forms of AAMs in different countries be explained? 

To address this ques=on, this paper draws on the theore=cal frameworks of par=sanship and 

diffusion theory, as both have demonstrated significant explanatory power in previous studies 

on policy design implementa=on and highlight important aspects of the policy design decision-

making process. In the following, I will give a brief overview on both theories to finally derive 

hypothesis which will be tested in the following sec=ons.  
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Diffusion approaches explain the implementa=on of policies though transna=onal and 

suprana=onal interdependencies that influence the decision-making process. Whether and 

which form of policy is implemented in a par=cular country is therefore significantly impacted 

by previous policy implementa=ons in other countries (Gilardi & Wasserfallen, 2019; Obinger 

et al., 2013). They therefore take policy-implementa=on processes out of the na=onal 

perspec=ve and emphasize the transna=onal dependencies as well as the embeddedness in 

the interna=onal context in order to understand them (Dobbin et al., 2007). This process 

primarily unfolds via four channels: 1) Learning: In order to minimize poli=cal risks when 

introducing new policies, countries use successful other policies as a guide and learn from the 

exis=ng policies of neighboring countries (Gilardi, 2010; Gilardi et al., 2009; Obinger et al., 

2013). 2) Emula0on: Policy-makers choose exis=ng policies because they want to be part of an 

interna=onal group that shares common standards and values (Bearce & Bondanella, 2007; 

Finnemore & Sikkink, 1998). 3) Compe00on: Aiming to maximize their own benefits, countries 

set policies based on both an=cipatory and reac=ve responses to the ac=ons of other na=ons 

(Jahn, 2009, 2023). 4) Coercion: Policies are diffused through coercion due to ver=cal and 

horizontal asymmetries (Braun & Gilardi, 2006; Simmons et al., 2006). It is important to note 

that these causal pathways do not occur separately from each other, but are mutually 

dependent: they interact, overlap, mi=gate or sequen=ally follow one another (Lütz, 2007). In 

summary, understanding policy design implementa=on through diffusion approaches 

necessitates examining the interna=onal context and its impact on na=onal policy decisions. 

It was chosen for this approach as it offers the significant advantage of considering the 

interna=onal entanglement of policy-seZng. A factor which is oAen overlooked by other 

theories. Par=cularly in the context of increasing interna=onaliza=on and globaliza=on of 

poli=cs, diffusion theories provide valuable deeper insights into the determinants of policy 

introduc=ons. With their interna=onal perspec=ve, they are par=cularly beneficial in 

explaining how policies spread and are adopted across different countries, contribu=ng to a 

deeper understanding of global policy dynamics. 	 
Through the lens of diffusion approaches, an explana=on of both the implementa=on 

of pension indexa=on in general (1. step) and its specific design-choice (2. step) is possible. To 

iden=fy the determinants influencing the general introduc=on of AAMs, the following 

hypothesis could be derived: H1: The presence of Automa0c Adjustment Mechanisms among 

dependent states increases the probability that the state being examined will also adopt an 
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indexa0on mechanism in its pension system. The assump=on posits that a growing number of 

established AAMs, regardless of their specific design, increases the likelihood of an AAM-

adop=on in other countries. Following the same logic, implementa=on of specific designs of 

Automa=c Adjustment Mechanisms can be beier understood by examining the interna=onal 

environment as well. If interdependent states have successfully established a par=cular form 

of indexa=on, the likelihood that other na=onal governments will adopt a similar AAM-design 

increases due to diffusion processes. Therefore, the following next hypothesis can be derived: 

H2: The presence of specific types of Automa0c Adjustment Mechanisms among 

interdependent states increases the adop0on probability of a similar kind of indexa0on 

mechanism in other countries. Accordingly, Hypothesis 2 links the selec=on of a specific type 

of AAM to the interna=onal context as well: the adop=on of a par=cular AAM design by other 

states influences na=onal policy-seZng in other countries. In considera=on of these 

hypotheses, it can be summarized that diffusion approaches explain implementa=on of AAMs 

and the choice for a specific type through interna=onal diffusion effects, offering the significant 

advantage of giving substan=al considera=on to the impact of the interna=onal environment. 

In contrast, par=san or power-constella=on approaches set the frame in a very different 

way by focusing on na=onal par=es as main drivers of policy-implementa=on. This theory can 

be summarized as: par=es play a role in shaping policy.  I decided to use this theory as the 

focus on poli=cal par=es involved in the policy-making process allows for a deeper 

understanding of par=es as “one of the main explanatory variables in the study of public 

policies” (Engler & Zohlnhöfer, 2019). Addi=onally, numerous studies have already 

demonstrated the significant explanatory power of party effects on policy implementa=on and 

design (Huber & Stephens, 2001). However, it is important to recognize that the par=es´ 

influence is highly con=ngent upon the chosen research methods, contextual factors, and the 

specific dependent variables analyzed (Garritzmann & Seng, 2020; Wenzelburger, 2023). 

Power-constella=on-theories of policy implementa=on, while insigh}ul, have certain 

weaknesses. One significant limita=on is that par=es influence policies only over the long term, 

making it challenging to establish a direct correla=on between party par=cipa=on in na=onal 

government and the policies implemented. To address this issue, a lagging of the party-

variables has been made in this study, which will be discussed in the methodology chapter 

later. Addi=onally, the applicability of these theories is limited to developed states 
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(Wenzelburger, 2023). This research project addresses this limita=on by an appropriate case 

selec=on of only OECD-countries. 

But how do par=sanship approaches explain why par=es implement different (types 

of) policies? By implemen=ng policies, par=es pursue two primary goals: to secure their own 

re-elec=on (vote-seeking) and to enforce their preferred policies (policy-seeking) (Von Beyme, 

2000). From vote-seeking perspec=ve, poli=cal par=es implement policies in accordance with 

their voter´s preferences to gain advantages in electoral compe==on (Engler & Zohlnhöfer, 

2019). So, by establishing specific policies, par=es aim to differen=ate themselves from their 

compe=tors and address the preferences of its electorate, hoping for con=nued voter support 

(Wenzelburger, 2023). Addi=onally, par=es aim to implement concrete policies that align with 

their poli=cal ideology. As Wenzelburger (2023) describes, policies are in that sense a 

manifesta=on of policy-seeking by different par=es, i.e. the implementa=on of their respec=ve 

party and elec=on programs through the concrete design of policies. Following the 

argumenta=on of Fernández (2012), these assump=ons suggest that social democra=c and 

chris=an democra=c par=es are par=cularly inclined to support the indexa=on of pensions 

through AAMs. Why specifically these par=es? Social democra=c par=es in government 

advocate for AAM-introduc=ons as these mechanisms align with their expansionary 

ideological views and the preferences of their voter base. Similarly, chris=an democra=c 

par=es in government increase the likelihood of AAM-introduc=ons for three reasons: 1) they 

represent an expansion of welfare systems, 2) they provide a means to mi=gate class conflicts, 

and 3) they have the poten=al to airact new voter bases (for a more detailed explana=on of 

this argument, see Fernández, 2012). On that basis, the following hypothesis regarding the 

general introduc=on of AAMs can be derived: H3: The greater the rela0ve power of Social 

Democra0c and/or Chris0an Democra0c par0es in government, the higher the probability that 

any type of AAM will be implemented.  

Following the same logic, the design-choice for an specific AAM can be understood as 

a result of vote- and policy-seeking goals of par=es as well. As already men=oned, infla=on-

linked AAMs have a more progressive distribu=on effect within the group of pensioners than 

wage-linked AAMs do (Whitehouse, 2009). It can therefore be assumed that social democra=c 

par=es whose goal is greater social equality are more likely to introduce infla=on-linked AAMs. 

The constella=on of power approach therefore allows the following hypothesis regarding the 

design of AAMs to be made: H4: The greater the share of social democra0c par0es in na0onal 
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governments, the greater the likelihood that AAMs that link indexa0on to infla0onary trends 

will be implemented. Hypothesis H4 thus specifies the rela=onship from H3: The decision in 

favor of a par=cular form of indexa=on is strongly dependent on how different types of AAMs 

support the policy and vote-seeking objec=ves of par=es. As the influence of social democra=c 

par=es on the policy form can be traced more directly, this study concentrates exclusively on 

the influence of par=es from this party family.  

In conclusion, the overview of the theore=cal assump=ons has led to the formula=on 

of four dis=nct hypotheses, which postulate different assump=ons concerning the factors 

influencing the implementa=on of AAMs in general as well as its specific design. While H1 and 

H2 were derived from diffusion approaches and emphasize the decision for a (specific form of) 

indexa=on mechanism as being highly dependent on interdependent countries, H3 and H4, in 

contrast, highlights the influence of par=es in government on AAM-implementa=on and 

design. Therefore, the next sec=on will address the methodological approach of this study 

which is used to test the validity of these hypotheses. 

 

4. Methodology & Data  

In this sec=on, I will first discuss the methodological approach of this paper which is a two-

step event history analysis. Then, the opera=onaliza=on of the dependent and independent 

variables as well as the controls integrated into my analysis are presented. I will conclude with 

an overview of the case selec=on of my study.   

 

Methodological approach of this paper 

I will employ a two-step analysis to iden=fy the precise determinants behind the 

forma=on of AAM-design implementa=on. In a first step, the factors influencing the general 

introduc=on of AAMs are explored. In a second step, I will differen=ate between two forms of 

AAMs to further iden=fy the influences leading to each specific form of AAM. To control for 

selec=on bias, I integrate the results from Step 1 in Step 2 by using an inverse Mills ra=o 

(Heckman, 1990).  

Both steps analyze the dura=on un=l the event, the introduc=on of an AAM, occurs. An 

event history analysis is par=cularly well-suited for capturing this. The event history analysis is 
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a sta=s=cal method that examines the transi=on of subjects from one state to another. 

Furthermore, the dura=on that a subject remains in a specific state before experiencing an 

event is of relevance. Through this analysis, one obtains hazard ra=os as results, which indicate 

the immediate risk of an event occurring within an infinitesimally small =me frame, provided 

that the event has not occurred up un=l that point (Hildebrandt et al., 2015). This approach 

allows for the examina=on of both the =me un=l the event occurs and the factors that either 

accelerate or delay the occurrence of the event (Jäckle, 2018). The applica=on of event-history 

analysis is therefore par=cularly well-suited for examining my research ques=on due to its 

focus and methodological approach.  

In my analysis, it is essen=al to establish a preliminary model as a first step: Model 1 

analyzes the factors that facilitate the introduc=on of AAMs in general. This step 1 is needed 

methodologically to construct Model 2 aAerwards in order to account for the fact that 

choosing a specific form of AAM is closely related to the overall decision to index pensions 

(Heckman, 1980, 1990). The first step of the methodology can thus be regarded as the "base 

model," as the different designs of AAMs are not yet dis=nguished concerning the dependent 

variable. To measure the influence of the factors, a Cox Propor=onal-Hazards Model, a method 

of semi-parametric event history analysis, will be employed. This approach is also suitable as 

it represents an established method for examining policy introduc=ons in poli=cal science 

(Baybeck et al., 2011; Berry & Berry, 1990; Gilardi et al., 2009).  

Step 2 of the methodological approach delves deeper into the research ques=on by 

differen=a=ng the impact of determinants across different AAM-types. As previously 

described, Step 2 integrates the results from the first step as inverse Mills ra=os to control for 

sample selec=on bias. This	 represents a significant advantage compared to the study by 

Fernández (2012). For Model 2, a Latent Survivor Time Model for compe=ng risks is employed, 

which measures the influences on the implementa=on of compe=ng end states of AAMs. This 

model assumes that there are k different end states for AAM-implementa=on, each associated 

with dis=nct survival =mes (Box-Steffensmeier & Jones, 2004). In my case, k includes two 

possible outcomes: infla=on-linked AAMs or wage-linked AAMs. Only the survival =me of the 

first adopted design for each country is observed, while all other dura=on =mes are censored 

(Box-Steffensmeier & Jones, 2004; Crowder, 2012). By considering different AAM designs as 

compe=ng events, the model effec=vely captures the poten=al varia=ons in the impact of 

variables between the two AAM-designs (Box-Steffensmeier & Jones, 2004). Step 2 thus 
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represents a large extension compared to Step 1: While Model 1 only examines the factors 

influencing the introduc=on of AAMs across all forms of AAMs on average, Step 2 differen=ates 

by considering these factors for both forms of AAMs separately. 

To increase the robustness of the test results, further measures have been 

implemented in both steps. Clustered robust standard errors are used in both steps to exclude 

possible bias due to heteroskedas=city (Hoechle, 2007). Secondly, the sample selec=on bias is 

controlled by integra=ng the inverse Mills ra=o in both models of step 2. Thus, the inverse Mills 

ra=os func=on as an addi=onal explanatory variable in the models. The integra=on of inverse 

Mills ra=os in in my approach ensures that the effects of endogenous sample selec=on are 

mi=gated, thereby improving the reliability of the regression results (Heckman, 1980, 1990).  

To adhere to the methodological requirements of Event-History Analysis, cases are 

excluded once the respec=ve countries have established an AAM. In Model 2, this process is 

more specific: a country falls out from the study only if the specific type of AAM under 

inves=ga=on has been implemented in that country. Dropping cases is necessary for a reliable 

event history analysis (Box-Steffensmeier & Jones, 2004; Hildebrandt et al., 2015; Jäckle, 

2018). In addi=on, this step allows me to ignore the occurrence of poten=al removals or 

reintroduc=ons of AAMs. Although this poten=ally introduces some inaccuracies, it also makes 

it much easier for me to construct this model. 

Another ques=on in the study was addressing how to handle mixed cases. The 

approach to these cases of mixed AAM-systems will be briefly introduced. In mixed 

indexa=ons, for example in Portugal, where both infla=onary and wage developments are 

reflected in the indexa=on, the binary classifica=on of AAMs as either infla=on-induced or 

wage-induced is not sufficient. To address this issue, these indexa=ons are categorized under 

both AAM-designs in Model 2. In the compe=ng event analysis of step 2, Portugal is thus 

counted as an event for both infla=on-AAM and wage-AAM. Although this introduces poten=al 

ambiguity, this approach was chosen to increase the sample size and because, despite the 

supplementary mechanisms, the indexing can s=ll be considered as adhering to the respec=ve 

design.  

Given the complex methodological approach of this study, the steps are summarized 

briefly. In a first step, the analysis inves=gates the determinants of the general introduc=on of 

AAMs. In the second step, the analysis dis=nguishes between infla=on-linked AAMs and wage-

linked AAMs using a compe=ng-event approach. This step aims to iden=fy the determinants 
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of introduc=on for each form separately. To control for sample selec=on bias, the second step 

incorporates the inverse Mills ra=os derived from the first step. As the result of analysis, the 

hazard-ra=os provide informa=on about the rela=ve risk of introduc=on of each type of AAM 

occurring at any given point in =me, given that an introduc=on has not yet occurred. This 

methodological approach represents a significant advantage over previous studies, as this 

study no longer examines the average influence on general AAM produc=ons, but instead 

takes specific account of the various forms of AAMs. 

 

Dependent Variable 

As emphasized by Bandau and Ahrens (2020), it is of great significance to aiach 

importance to the correct opera=onaliza=on of the dependent variables when inves=ga=ng 

the determinants on policy decisions. For this reason, I will elaborate on both 

opera=onaliza=ons for the dependent variable in step 1 and step 2.  

As step 1 of the analysis iden=fies the factors influencing the general introduc=on of 

AAMs, a binary dependent variable is used for this event. Over the whole period, the value of 

the dependent variable stays at the value of 0 for each country and year as long as no AAM is 

introduced in this country. Only when a country introduces any form of AAM does the value 

change to 1. This opera=onaliza=on follows the methodology of previous papers that have 

successfully employed the same approach to capture AAM-introduc=ons (Fernández, 2012; 

Whitehouse, 2009).  

Since step 2 of the analysis also captures the different forms of AAMs, I have chosen a 

more differen=ated opera=onaliza=on here, which dis=nguishes between infla=on-linked and 

wage-linked types of AAMs. Given that my second step involves two sta=s=cal models, one for 

each type of AAM, the opera=onaliza=on of the dependent variables is accordingly structured. 

In the first compe=ng model (Model 2), which inves=gates the determinants of the 

implementa=on of infla=on-linked AAMs, the annual value of the dependent variable remains 

at 0 un=l such an AAM-form is introduced in the respec=ve country. Conversely, the same 

principle applies to the second compe=ng model (Model 3) in rela=on to wage-linked AAMs. 

The data for this was drawn from the “OECD - Pension at a Glance 2021”-report (OECD, 2021). 

To illustrate the opera=onaliza=on, I briefly consider the example of Italy. The data 

capturing the =ming and type of AAM in Italy retains at the value of 0 in Model 1 un=l an 
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infla=on-linked AAM is introduced (1966). From this point onward, the =me series displays a 

value of 1 for the subsequent years. In the wage-AAM model, the value retains 0 for the whole 

=me, as no wage-linked AAM is introduced at all. Indeed, this binary classifica=on cannot fully 

encapsulate the diversity of AAM types and mechanisms. Nevertheless, this opera=onaliza=on 

provides a substan=al insight for analyzing policy-seZng in the context of pension indexa=ons 

by u=lizing an established opera=onaliza=on.  

In summary, this study measures the introduc=on of AAMs in general and the 

introduc=on of specific forms of AAMs as follows: Step 1 uses a binary measurement for each 

country to indicate whether any form of AAM is introduced (1) or not introduced (0) in a given 

year. In Step 2, this measurement is treated in a more differen=ated manner: in the infla=on-

AAM model, the value changes to 1 only if an infla=on-linked AAM is introduced. Conversely, 

in the wage-linked AAM model, the value changes to 1 only if a wage-linked AAM is introduced, 

while it remains 0 for the introduc=on of an infla=on-linked AAM. 

 

Independent Variables 

The opera=onaliza=on of the independent variables is again based on the previous 

study by Fernández (2012). Diffusion approaches emphasize the significant role of 

interdependent states in policy-making. To quan=fy this influence, two variables are 

incorporated into the model. The first variable (Diffusion) records the percentage share of 

OECD-countries that have already established AAMs up to the corresponding year. With this 

opera=onaliza=on, the influence of diffusion increases with the number OECD-countries with 

established AAMs as well as decreases with the number of OECD-members for each year. In 

step 1, the value for the percentage share increases for each introduced AAM, whereas in step 

2, the variable is more nuanced, with separate counts for infla=on-linked and wage-linked 

AAMs to account for the varying influences of the IVs on different AAM-designs. Both variables 

are based on the data from OECD (OECD, 2017, 2021). 

It is argued that diffusion processes occur with a certain =me lag (Fernández, 2012). To 

minimize any bias due to the temporal component in my model, a second variable is 

constructed to capture the lagged influence of diffusion. This variable is calculated similarly to 

the first diffusion variable but accounts for the =me lag with a 3-year lag (Diffusion_lagged). 
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This second variable thus allows for capturing the long-term influence of interdependent 

states on a country’s policy seZng. 

It should be noted that this opera=onaliza=on of the diffusion variables is rela=vely 

simple and does not fully account for the mul=ple dependencies and channels through which 

policy diffusion can occur. However, this method was chosen because measuring the 

percentage share of other OECD-countries provides a reliable proxy for interdependence. 

In capturing the influence of poli=cal par=es on policy-making, this model departs from 

previous studies, primarily due to the lack of access to relevant data (Fernández, 2012; Huber 

& Stephens, 2001). What method, then, was employed in this study to account for party 

influence? To measure the influence of par=es on policy-making, four variable were integrated 

into the model on the basis of parlgov-dataset (Döring et al., 2022). All four variables measure 

the power resources of par=es when they are part of the na=onal government. This 

measurement is conducted for both social democra=c and Chris=an democra=c par=es in their 

respec=ve countries. The process is as follows: firstly, each year is coded binarily to indicate 

whether a social democra=c or chris=an democra=c party is part of the government. Secondly, 

the vote share in the parliament for each year is measured. The variable integrated into the 

model combines these two values: if the party was not part of the government in a given year, 

the variable in the model assigns a value of 0. If the party was part of the government, the 

variable’s value corresponds to its seat share in the na=onal parliament. This measurement is 

performed for each chris=an democra=c and social democra=c party (SD_par0cipa0on; 

CD_par0cipa0on). In order to decide which party within each country belongs to which party 

family, a simple procedure was used: those par=es that have the terms "social", "labour", or 

"Chris=an" in their official party names were included in the study (see Appendix). In fact, this 

can only be an approxima=on of the complicated categoriza=on of par=es into party families, 

but was used for my case due to its simplicity. Further, it must be noted that the 

opera=onaliza=on only approximates the power resources within governments, as it measures 

the seat share in parliament in case of government par=cipa=on. Due to limited data access, 

this opera=onaliza=on was chosen, as seat percentages in na=onal parliaments indeed serve 

as a proxy for power resources within a government (Kriesi, 2009). Addi=onally, along with the 

two variables that measure the current power resources of social democra=c and Chris=an 

democra=c par=es, lagged variables (by 2 years) are also incorporated into the model to 
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account for the long-term effect of par=es in government (SD_par0cipa0on_lagged; 

CD_par0cipa0on_lagged). 

 

Controls  

Step 1 and Step 2 also incorporate control variables to account for the influence of 

addi=onal poli=cal, economic, and structural factors. This enhances the reliability and 

unbiasedness of the results. To control for the impact of price developments on both the 

general introduc=on of AAMs and their specific forms, two control variables are integrated 

into both steps (Eriksen et al., 2002; Fernández, 2012; Whitehouse, 2009). Both the average 

infla=on rate of the year (Infla0on) and a lagged infla=on rate with a two-year lag are included 

in both steps (Infla0on_lagged). The data for measuring infla=on rates are provided by the 

World Bank (Ha et al, 2023). It is argued that the type of the na=onal welfare system also 

influences the type of AAM implemented (Bandau & Ahrens, 2020; Esping-Andersen, 2009; 

Jensen et al., 2018; Obinger et al., 2013). To capture this effect, both models include a nominal 

variable that represents the nature of the welfare system (Welfare_System_Type). This 

classifica=on primarily follows Esping-Andersen's (2009) typology, dis=nguishing between 

liberal, conserva=ve-corpora=st, social-democra=c, and mixed systems (see Appendix). The 

category of mixed systems was included due to the lack of clear classifica=on for some 

countries, par=cularly Eastern European na=ons such as Hungary and the Czech Republic. 

Addi=onally, another control variable integrated into the model is the recording of whether 

the examined country is a member of the European Union in the respec=ve year (EU). A binary 

variable was included that captures EU membership for each country and each year (0 = no EU 

membership; 1 = EU membership). This allows for the control of the impact of Europeaniza=on 

on policy-making, which exerts another effect on policy-making (Börzel & Panke, 2022; 

Windhoff-Héri=er, 2001). The percentage of the working popula=on to the total popula=on 

was also included as a demographic measure which exerts pressure on the introduc=on of 

pension-protec=ng instruments (Eriksen et al., 2002; Whitehouse, 2009). The data was taken 

from the OECD (OECD, 2024). The path-dependency literature emphasizes the impact that 

previous reforms have on the development of new indexing mechanisms (Huber & Stephens, 

2001; Kiess et al., 2017). However, this effect can be disregarded in my study, as the focus is 

solely on the introduc=on of new AAMs. As there are no pre-exis=ng indexa=on-mechanisms 
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that exert an influence in my case, it is not necessary to integrate a path-dependency control 

variable in my case.  

 

Sample selec0on 

The empirical basis of this study is the examina=on of all AAM introduc=ons in the 38 member 

countries of the Organiza=on for Economic Co-opera=on and Development (OECD) over the 

period from 1961 to 2000. However, some countries were excluded from the analysis for 

various reasons. Firstly, there were OECD-countries, such as Germany and France, that had 

already integrated some form of AAM into their pension systems before the start of the study 

period. Since the event of interest had already occurred in these countries prior to the 

inves=ga=on, they were not included in the analysis. Secondly, countries that joined the OECD 

later, such as the Eastern European states Poland and Hungary, were included in the analysis 

only from the start year of their membership. Thirdly, in some countries it was not possible to 

detect any party which could be categorized as social democra=c or chris=an democra=c just 

by their names. Those countries also dropped out. Through this approach, the actual sample 

selec=on includes a total of 19 countries that were examined over the specified period. 16 of 

these countries also introduced some form of AAM during the period under review. The study 

period spans from 1961, the founding year of the OECD, to 2000. The end year of 2000 was 

chosen, primarily for methodological reasons, to ensure that the sample also includes OECD-

countries that have not yet introduced any type of AAM. Table 2 provides an overview of all 

countries included in the analysis, their entry date into the OECD, the date of introduc=on of 

their pension indexa=on mechanisms, and the specific design of these mechanisms. 
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                        Table 1: Empirical overview of OECD-countries and AAM-introduc=ons 
 

It can indeed be argued that the selec=on of cases exclusively from OECD-countries 

limits the generalizability of the results, as it includes only wealthier and more developed 

na=ons. Nevertheless, several reasons jus=fy this choice. U=lizing OECD-members as cases not 

only ensures easy data availability but also benefits from an pre-exis=ng systema=c 

classifica=on of AAMs into different design types (OECD, 2017, 2021). From a methodological 

standpoint, this selec=on also offers the advantage of significant variance among the cases 

concerning independent and control variables, such as party par=cipa=on in government 

(ranging from countries without any par=cipa=on of Chris=an democra=c or social democra=c 

par=es to countries with high shares of par=cipa=on in na=onal governments), the type of 

welfare state (as all types of welfare state were represented in the sample), or infla=on 

developments.  

 All in all, the methodological approach to iden=fy determinants influencing the 

implementa=on of different kinds of Automa=c Adjustment Mechanisms in pension systems 

could be summarized as follows: Ini=ally, a Cox Propor=onal-Hazards Model is employed to 

iden=fy factors that increase the general likelihood of introducing a pension indexa=on 

mechanism. Subsequently, the results from this analysis are u=lized to perform a more 

detailed inves=ga=on using a compe=ng-event analysis, which examines the factors 
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influencing the decision for specific forms of AAMs. By integra=ng control variables and 

implemen=ng further adjustments to validate the models, this approach aims to elucidate the 

variance in AAM designs across different countries. The empirical basis comprises an analysis 

of the introduc=on of AAM in all OECD-countries over the period 1961 to 2000. 

 

5. Results 

Table 2: Results of Cox-Propor=onal-Hazard-Model of the general introduc=on of AAMs 
 

The first step of my analysis, which did not yet differen=ate between the various forms of 

Automa=c Adjustment Mechanisms, reveals the factors influencing the average probability of 

introduc=on across all AAM designs (Table 2). Since the focus of this analysis is on the 

compe=ng-event analysis from step 2, the results of step 1 are only briefly presented and 

compared with findings from previous studies. It becomes evident that the same determinants 

iden=fied by Fernández (2012) also influence the general introduc=on of AAMs in my study. 

This consistency exists despite the larger number of cases and the different inves=ga=on 

period. 

A posi=ve influence of the power resources of Chris=an democra=c par=es in the 

government on the likelihood of AAM-implementa=on is observed again, which is in line with 

H3 of my paper. The influence of Chris=an democra=c par=es even strengthens over =me while 

maintaining sta=s=cal significance. It can thus be confirmed that when Chris=an democra=c 

par=es are broadly represented in na=onal governments, the probability of AAM-

introduc=ons increases. This influence is not observed for social democra=c par=es, again in 

line with the pre-exis=ng results (Fernández, 2012; Huber/Stephens, 2001). A non-existence 
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of diffusion processes is also confirmed by the results: there is neither a direct nor a delayed 

influence of interna=onal dependence at a sufficient sta=s=cal significance level. These results 

contradict my first hypothesis, which suggested a diffusion effect on the introduc=on of AAMs. 

Again, these findings are similar to those of Fernández (2012). However, the results contradict 

the literature regarding the impact of infla=on (Fernández, 2012; Hockerts, 1980; Jessoula, 

2010; Schuyt & Taverne, 2004). Contrary to those assump=ons, the results of my study 

indicate a weakly nega=ve rela=onship between price development and the probability of 

AAM introduc=on. Furthermore, the results suggest that EU-membership and the type of 

welfare system also influence whether automa=c adjustment mechanisms are introduced. In 

summary, the results of my study, despite the broader selec=on of cases and a different 

inves=ga=on period, largely confirm the findings of Fernández (2012): Chris=an democra=c 

par=es significantly influence the likelihood of general AAM-introduc=ons, while the 

assump=ons of diffusion approaches do not offer explanatory power. 

Based on these results, the second step of my analysis will now be addressed to draw a more 

differen=ated picture based on the dis=nc=on between different AAM-designs. 

 

 
Table 3: Results of the Compe=ng-event-Analysis regarding infla=on-linked AAM introduc=on 
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The compe=ng event analysis, as the second step of the inves=ga=on, provides insights 

into the main research focus of this study. Differen=a=ng between the two forms of AAMs, 

infla=on-linked AAM and wage-linked AAM, allows for a more specific analysis of the 

influencing factors on each design. This dis=nc=on enables the iden=fica=on of varying factors 

and the strength of their impact on each form. Table 3 presents the results of the inves=ga=on 

into the factors influencing the implementa=on of the specific form of infla=on-linked AAMs. 

The findings indicate that indeed, the par=es involved in the government exert a posi=ve 

influence on the choice of AAM forms. In contrast, diffusion approaches do not contribute to 

explaining the implementa=on of infla=on-linked AAMs. Both the power resources of social 

democra=c and Chris=an democra=c par=es in government increase the likelihood of 

introducing infla=on-linked AAMs by high sta=s=cal significance. These results align with the 

par=sanship theory, which posits that poli=cal par=es influence the specific form of AAMs. The 

same picture emerges, when considering the lagged values of power resources, which were 

also incorporated into the model. Higher power resources of these two par=es are s=ll 

associated with a higher probability of infla=on-linked AAMs. These results support H4, which 

asserts that social democra=c par=es in government indeed influence the form of AAMs. The 

influence of chris=an democra=c par=es, on the other hand, suggests that while their power 

resources in government also have a short- and long-term impact on the probability of 

infla=on-linked AAMs. Contrary to hypothesis H2, an increasing propor=on of interdependent 

states that have already adopted an infla=on-linked AAM reduces the likelihood of 

implemen=ng this form of AAM. Thus, states do not simply adopt the same form of AAM from 

interdependent states but rather significantly differen=ate from the policy implementa=ons in 

the interna=onal environment. However, it must be noted that this diffusion effect loses its 

sta=s=cal significance over =me. A more nuanced picture is provided by the measurement of 

the infla=on variables: although current infla=on developments, contrary to the assump=ons 

of neo-func=onalist literature, decrease the probability of infla=on-linked AAM 

implementa=ons, this effect seems to weaken over =me, as the lagged infla=on variable no 

longer shows a sta=s=cally significant influence. 

The model's other control variables also impact AAM implementa=on: in accordance 

with the assump=ons of Europeaniza=on literature, EU membership has a significantly posi=ve 

influence on policy adop=on of the same design (Börzel & Panke, 2022; Windhoff-Héri=er, 

2001). The same holds true for the propor=on of the working popula=on. The influence of the 
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nature of welfare systems on policy design is also confirmed (Esping-Andersen, 2009). The 

results of the Inverse Mills Ra=o variable indicate that the two-step approach methodologically 

undertaken in this study was indeed jus=fied. The nega=ve and highly significant coefficient of 

the IMR shows that a strong nega=ve selec=on bias exists. A higher IMR is associated with a 

significantly lower risk of the event under inves=ga=on.  

In contrast, the results of the compe=ng events for wage-linked Automa=c Adjustment 

Mechanisms present a different picture. Table 4 displays the results concerning the factors 

influencing the probability of wage-linked AAMs. It becomes evident that differences exist in 

the factors influencing each AAM-design. Unlike infla=on-linked AAMs, neither the power 

capaci=es of social democra=c nor Chris=an democra=c par=es affect the likelihood of this 

event, as none of the four variables show sufficiently high sta=s=cal significance. The influence 

of par=es is therefore different between the AAM-designs. Nevertheless, these findings do not 

contradict H4, as it does not make statements about the influence on wage-linked AAMs. 

 

Table 4: Results of the Compe=ng-event-Analysis regarding wage-linked AAM introduc=on 

 

Once again, the results refute the diffusion hypothesis H2, as there is a nega=ve rela=onship 

between the propor=on of OECD-countries with wage-linked AAMs and the probability of the 

event's occurrence. Indeed, the assump=ons of diffusion theories do not seem to have 

explanatory power for the implementa=on of different AAM designs. The results concerning 

control variables in this study align with those of the infla=on-linkage inves=ga=on. For 

instance, price increases also reduce the likelihood of introducing the wage form of AAMs, 
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with the lagged variable showing sta=s=cal significance this =me. Both the Europeaniza=on 

variable and the propor=on of the working popula=on nega=vely influence this probability. 

Table 4 further illustrates that, on the one hand, the type of welfare state influences policy 

adop=on. On the other hand, the sta=s=cally significant IMR value again serves as strong 

evidence that selec=on biases were corrected by the two-step approach. 

Contras=ng the compe=ng models provides further insights into the decision-making 

process for AAM-designs. Two key findings emerge in this context: firstly, diffusion approaches 

do not offer explanatory power for the implementa=on of a specific type of AAM in either 

model. Even when a sta=s=cally significant influence was present, the direc=on of the 

influence was always contrary to the theore=cal assump=ons. At least the decision for a 

specific design of AAM appears to be unaffected by the interna=onal environment and 

transna=onal embedding. Secondly, greater resources of social democra=c and chris=an 

democra=c par=es in a na=onal government increase, on average, the probability of 

implemen=ng infla=on-linked AAMs, but have no impact on those linking pensions to wage 

developments. Thus, the determinants differ between the forms: the type of AAM is crucial in 

determining whether par=es have a sta=s=cally significant influence on their likelihood of 

implementa=on. A comparison of the results from the first step and the second step also 

provides further insights. In par=cular, it should be noted that while only chris=an democra=c 

par=es exert an influence in the general introduc=on of AAM, model 2 shows that social 

democra=c par=es play a role in the AAM-design as well. This is a significant new finding 

compared to former studies. 

Finally, a general evalua=on of all models will be conducted. This evalua=on will rely on 

the Concordance Index (C-index), a measure of the predic=ve accuracy of a survival model. 

The C-index measures the degree of concordance between the predicted risk scores and the 

actual survival outcomes, assessing the model's ability to correctly rank the survival =mes 

based on the predicted risk scores from 0.5 to 1 (Yamaguchi, 1991). Both the model from Step 

1 and the two compe=ng models from Step 2 exhibit high values close to 1. Specifically, Model 

1 has a C-index of 0.980983, the model measuring the determinants for infla=on-linked AAMs 

has a C-index of 0.984977, and the wage-linked AAM model has a C-index of 0.9747. Therefore, 

it can be concluded that all three models possess the ability to correctly rank the survival =mes 

based on the predicted risk scores. 
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6. Discussion 

As demonstrated in the previous sec=on, poli=cal par=es indeed exert an influence on the 

design of policies within the context of pension indexa=on. This influence varies depending on 

the type of Automa=c Adjustment Mechanism. Conversely, the findings reveal that diffusion 

processes do not play a role in either infla=on-linked or wage-linked AAMs. Given these 

divergent results, the ques=on arises regarding how to finally draw a conclusion about the 

explanatory power of par=sanship and diffusion theory. How can it be that infla=on-linked 

AAMs seem to be significantly influenced by the ruling par=es, while wage-linked AAMs are 

not? And is the decision for a par=cular form of AAM truly made independently of 

interna=onal influences? In the following, I will further elaborate on the individual results and 

explore possible explana=ons for these differences.  

 

Diffusion yes, but through which channels? 

Despite the theore=cal basis and the frequently confirmed influence on social policy 

implementa=on (Finnemore & Sikkink, 1998; Jahn, 2009; Obinger et al., 2013), diffusion 

determinants appear to have no impact in my study. Interes=ngly, even an opposite influence 

is observed: the greater the propor=on of OECD-countries that have adopted a par=cular form 

of AAM, the lower the likelihood of its adop=on in another country. How can this contradic=on 

be explained? I address two possible factors that may have influenced the results. First, it is 

important to consider the mul=tude of diffusion mechanisms, which can interact and 

poten=ally counteract each other (Lütz, 2007). As outlined in the theore=cal chapter, the 

literature iden=fies at least four pathways through which diffusion processes unfold. These 

pathways can operate concurrently, influencing and poten=ally neutralizing each other's 

effects. Therefore, one possible explana=on for the non-findings is the mutual neutraliza=on 

of diffusion processes. Second, as Lütz (2007) points out, diffusion processes do not inevitably 

result in the convergence of policy models. Poli=cal actors possess diverse strategies for 

incorpora=ng insights and experiences from the interna=onal environment into their own 

poli=cal systems, which can include devia=ng from established policies. My study focused only 

on the aspect of policy convergence through diffusion. However, this is not the sole pathway 

through which diffusion can occur. In summary, despite the findings of my analysis, diffusion 

influences may s=ll affect the decision for a specific AAM design. The fact that none of these 
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influences were found could be due to the mutual neutraliza=on of diffusion processes or the 

study's exclusive focus on policy convergence through diffusion. 

 

When do par0es play a role? 

The findings regarding the influence of poli=cal par=es on the choice of policy design also 

warrant further inves=ga=on. Given the results, a cri=cal ques=on arises: Do par=es play a role 

in the decision which design of Automa=c Adjustment Mechanisms is adopted? The answer to 

this ques=on must be differen=ated. When examining the adop=on of infla=on-linked AAMs, 

there is indeed evidence of party influence. Both chris=an democra=c and social democra=c 

par=es in government increase the likelihood of adop=ng this form of AAM. Thus, Hypothesis 

4, which posits that the probability of adop=ng infla=on-linked AAMs increases with the 

propor=on of social democra=c par=es, can be confirmed. However, there is also an 

observable influence from chris=an democra=c par=es. The explana=on for this lies in the 

significant role of contextual factors and path dependencies that are crucial in deciding on a 

par=cular form of AAM (Fleckenstein, 2013; Huber & Stephens, 2021; Kiess et al., 2017). Even 

though control variables were included to account for a range of these factors, it is likely that 

other na=onal condi=ons exert a strong influence on policy-making. As well, this concern can 

be used to explain why no party influence was found for wage-linked AAMs. In addi=on, a 

rela=vely vague opera=onaliza=on of the par=es and their party family affilia=on was carried 

out in this study. This is another poten=al explanatory factor for the findings.   

It can be inferred that poli=cal par=es could indeed have an impact on policy design, 

consistent with the theore=cal assump=ons of par=sanship theory. Nonetheless, the influence 

of contextual factors and na=onal path-dependencies must always be considered. It can be 

concluded: while par=es can exert an influence, the extent and scope of this influence are 

significantly constrained by other na=onal and structural determinants. 

 

7. Conclusion 

Even though numerous studies have already provided broad insights into Automa=c 

Adjustment Mechanisms, there has been a lack of inves=ga=on into how the various forms of 

AAMs can be explained. This study addresses this gap and analyzes the factors explaining the 
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introduc=on of different AAM-designs in OECD-countries. This was done by examining the 

introduc=on of AAMs in OECD-countries from 1961 to 2000. The following findings were 

iden=fied: Poli=cal par=es influence the type of indexa=on that policymakers choose. First, in 

accordance with previous studies (Fernández, 2012; Huber/Stephens, 2001), it is evident that 

the involvement of chris=an democra=c par=es indeed impacts the general likelihood of AAM 

introduc=on. Regarding the factors determining the introduc=on of specific AAM-designs, a 

nuanced picture emerges. Par=es indeed influence the introduc=on of infla=on-linked AAMs. 

Increasing power resources of both social democra=c and chris=an democra=c par=es in 

na=onal governments raise the likelihood of introducing this form of pension indexa=on. 

Conversely, this influence of par=es is not observed for wage-linked AAMs. These results 

emphasize the interplay of various contextual factors that influence policy implementa=ons. 

Contrary to the assump=ons of diffusion theories, the analysis suggests no influence of 

interna=onal interdependencies on policy design implementa=on. However, it must be noted 

as a limita=on that it was not possible to fully measure the influences of diffusion within the 

scope of this study. However, what can be said on the basis of my results: Diffusion influences 

can certainly play a role, but do at least not lead to a convergence of AAM-designs. 

Overall, the findings of this ar=cle have implica=ons for AAMs specifically as well as for 

the general trend of “automa=c government” (Weaver, 2010). Theore=cally and empirically, a 

contribu=on to a more differen=ated understanding of AAM-introduc=ons has been made. 

The theore=cal contribu=on lies in a comprehensive evalua=on of the explanatory power of 

par=sanship and diffusion theories in explaining under what condi=ons policymakers choose 

a specific AAM-design. Building on pre-exis=ng literature, this study not only iden=fies the 

contextual factors which explain whether an AAM is introduced but also asks which form of 

AAM is more likely under certain condi=ons. With the selec=on of cases and the period 

studied, this paper also makes an empirical contribu=on, as it is the first to analyze AAM 

introduc=ons across all OECD-countries from the founding date of OECD in 1961 to 2000. The 

findings also contribute to the broader research field observing the increasing trend of 

“automa=c government”-policies, which can be seen in various policy areas (Weaver, 1986, 

2010). This study has thus broadened the understanding of factors that explain the 

introduc=on and design of "automa=c-government" instruments. 

Even though, certain limita=ons must be considered in this paper. The first limita=on 

lies in the generalizability of the results. Even though a wide range of cases is covered by 
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studying all OECD-countries, one concerns arises regarding a generaliza=on of the results. The 

exclusive inves=ga=on of economically highly developed OECD-countries limits the possibility 

to extend the results to less developed countries. It remains ques=onable whether and to what 

extent the findings of this study apply to countries outside the OECD. Furthermore, it could be 

reasonably cri=cized that the quan=ta=ve approach pursued in this study may not fully capture 

the complexity of policy decisions. Na=onal par=culari=es and path dependencies were only 

accounted for to a limited extent. Thirdly, the opera=onaliza=on of independent variables can 

be a limi=ng factor for the reliability of the results. There are indeed arguments for alterna=ve 

opera=onaliza=ons of the independent variables. Although this study relied on established and 

previously successfully applied opera=onaliza=ons, it is expected that studies employing even 

finer variable measurements might yield different results. 

Given these limita=ons, future research building on this work promises to provide 

further valuable insights into AAM-introduc=ons. As discussed, expanding the cases studied, 

especially by examining AAM-introduc=ons in less economically developed countries or 

focusing on specific geographic regions, seems promising. Future studies could also enrich the 

strong quan=ta=ve focus on these ques=ons with qualita=ve country studies. This approach 

can provide a beier understanding of na=onal influence factors and specific country 

characteris=cs on the introduc=on of indexa=on policies. Through these poten=al further 

research approaches, the understanding of AAMs as a central building component of pension 

systems under pressure can be further broadened. 
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