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1. Introduction

The correlation between economic development and democratization is probably
one of the strongest we find in the social sciences; no matter what measure of
democracy or of development that is employed, a positive correlation between them
is always present in the data.

There are four propositions about this correlation in the vast literature that has
attempted to interpret it: (a) the relationship between economic development and
democratization is real, causal and positive; (b) the relationship between economic
development and democratization is, real, causal and negative; (c) the relationship
between economic development and democratization is real but not causal; (d) the
relationship between economic development and democratization is spurious.

Proposition (a) is, of course, the core of “modernization” theory and is best
represented by Lipset.! Modernization theory was challenged from the very
beginning in the form of proposition (b), which was put forward by authors such as
Barrington Moore Jr., Samuel Huntington, and Guillermo O’Donnell.2 Propositions
(3) and (4) were formulated more recently. Proposition (c) was first formulated by
Przeworski and Limongi and expanded in further work by Przeworski, Alvarez,
Cheibub and Limongi.3 It represented a break with existing work since it did not
account for the relationship between economic development and democracy in
terms of modernization theory. This interpretation, however, did not go
unchallenged, as work by Boix and Stokes, and Epstein et al. demonstrates.* Finally,
proposition (d), is represented by the more recent work of Acemoglu and his
associates;® it is probably the most radical of all since it challenges what has so far
been accepted by all.

The objective of this paper is to examine the theoretical and empirical foundations
of each of these propositions. This is useful, in our view, because for the first time in
many years there are new things being said about the impact of economic

1 Seymour Martin Lipset, "Some Social Requisites of Democracy: Economic Development and Political
Legitimacy." American Political Science Review 53, no. 1 (1959): 69-105 and Political Man: The Social
2 Barrington Moore Jr., Social Origins of Dictatorship and Democracy: Lord and Peasant in the Making
of the Modern World (Boston: Beacon Press, 1966); Samuel P. Huntington, Political Order in
Changing Societies (New Haven: Yale University Press, 1968); and Guillermo O'Donnell,
Modernization and Bureaucratic-Authoritarianism: Studies in South American Politics (Berkeley:
Institute of International Studies, University of California, 1973).

3 Adam Przeworski and Fernando Limongi, "Modernization: Theories and Facts," World Politics 49
(1997): 155-183; Adam Przeworski, Michael Alvarez, José Antonio Cheibub, and Fernando Limongi,
Democracy and Development: Political Institutions and Well-Being in the World, 1950-1990
(Cambridge: Cambridge University Press, 2000)

4 Carles Boix and Susan C. Stokes, "Endogenous Democratization," World Politics 55 (July 2003): 517-
49; David L. Epstein, Robert Bates, Jack Goldstone, Ida Kristensen, and Sharyn O'Halloran,
"Democratic Transitions," American Journal of Political Science 50, no. 3 (July 2006): 551-69.

5 Daron Acemoglu, Simon Johnson, James Robinson, and Pierre Yared, "Income and Democracy,"
American Economic Review 98 (2008): 808-42




development on democracy and democratization and a real debate is in fact taking
place. Moreover, with the collection of new data and the development of new
statistical techniques, the literature has become quite sophisticated. The payoff for
mapping out the field, indicating the areas of consensus and disagreement, and,
therefore, suggesting questions for future research, may be high.

Before we proceed, we need to clarify the terminology that will be used here.
Mainly, we need to distinguish between the establishment of democracy and its
sustainability. This distinction has become standard in the literature. Although
present but not clear in Lipset, it was made explicit by Przeworski and his co-
authors, and accepted by most authors ever since. The process of democratization
encompasses both, but they are not the same. We say that a country democratized,
or became a democracy, or that a democracy emerged in a given country, when
political actors decide that the choice of rulers will proceed through competitive
elections. The question about the emergence of democracy is: what accounts for the
relevant actors’ decision to allow such process to occur? Democracy is sustained
when the actors who were involved in allowing a competitive election to take place
choose to abide by the results and, after the agreed upon term of rule expires,
choose to allow another competitive election to take place, and, following the
election, choose to abide by the results, and so on.®

The distinction between the establishment and the sustainability of democracy
implies the identification of a discrete moment that marks the regime transition.” If
we want to analyze the factors that lead to the emergence of democracy as distinct
from the factors that lead to its maintenance, it does not make sense to think of
democracy as an inherently continuous attribute of just any regime. To be sure,
there are different types of democracies and different types of dictatorships.? But
we do not consider different types of dictatorships to be more or less democratic
than others. Either a regime fills the executive and legislature through contested
elections or it does not. If it does not, it is simply not a democracy. Similarly, we do
not examine the quality of democracy amongst regimes that do fill the executive and
legislative through contested elections, though there are certainly differences
amongst them. Why some democracies have more political and economic freedom
than others is certainly an interesting and important question, but our focus is on
questions of regime transition - the miraculous moments when ballots, paper or

6 Note that the decision about whether to abide by the results has to be made by all actors, losers and
winners. Winning is relative to one’s expectation and there may be situations in which the winner of
an electoral contest (say, the party who got the most vote) is not satisfied with the results. Recall
Park Chung Hee in South Korea, who “lost” elections in 1971 in the sense that he did not obtain a
majority as large as the one he thought necessary and, consequently, closed congress and wrote a
new constitution.

7 For an alternative view, see Kenneth A. Bollen and Robert W. Jackman, “Democracy, Stability, and
Dichotomies,” American Sociological Review, 54, 1989, pp. 438-457.

8 For work on different types of dictatorships and their survival, see Jennifer Gandhi, Political
Institutions under Dictatorship (New York: Cambridge University Press, 2008). For work on different
types of democracy and their survival, see José Antonio Cheibub, Presidentialism, Parliamentarism,
and Democracy (New York: Cambridge University Press).



electronic, truly determine the fate of political leaders - and the tragic moments
when they stop.

This view of political regime is not uncontroversial. In other work (with Jennifer
Gandhi of Emory University), we discuss our conception of political regime at length
and contrast it to other measures.? For the purposes of this paper, it suffices to
emphasize that when studying transitions to and from democracy, a categorical
conception of political regime is required so that the moment of transition can be
clearly identified.

With this in mind, we begin by considering propositions 1 and 2 - development
causes democracy or it does not. We then turn to the argument that development
causes democracy to survive, as well as the recent challenges bringing back revised
versions of modernization theory. Finally we consider the evidence that the
relationship is entirely spurious, driven instead by country fixed effects.

2. Economic Development Causes Democracy: Modernization Theory

Proposition 1--economic development causes democracy to emerge--is famously
known as "modernization theory," which is rooted in a broad social theory.1? The
narrower question of how economic development affects democracy was first
examined by Lipset.!! The original argument took several forms, but the basic idea
was that as countries develop economically, social structures become too complex
for authoritarian regimes to manage--individuals' outlooks change, technological
change endows owners of capital with some autonomy and private information,
complex labor processes require active cooperation rather than coercion, and civil
society emerges. At some specific point in this process, dictatorship collapses, and
democracy emerges as the alternative.

One important challenge for modernization theory is to identify precisely this point
at which one can expect dictatorships to collapse and democracies to emerge.
Przeworski et al. noted that "if modernization theory is to have any predictive
power, there must be some level of income at which one can be relatively sure that
the country will throw off its dictatorship."1?

This issue was recognized by Neubauer early in the empirical study of
democratization.!3 For him, "certain levels of 'basic’' socio-economic development
appear to be necessary to elevate countries to a level at which they can begin to

9 José Antonio Cheibub, Jennifer Gandhi and James R. Vreeland, "Democracy and Dictatorship
Revisited," Public Choice, 143, 1-2, April, 2010. pp. 67-101.

10 Talcott Parsons, The Social System (Glencoe, IL: Free Press, 1951).

11 Seymour Martin Lipset, "Some Social Requisites of Democracy.”

12 Przeworski et al., Democracy and Development, p. 97.

13 Deane E. Neubauer, "Some Conditions of Democracy," American Political Science Review 61, no. 4
(1967): 1002-9.




support complex, nation-wide patterns of political interaction, one of which may be
democracy. Once above this threshold, however, the degree to which a country will
'maximize' certain forms of democratic performance is no longer a function of
continued socio-economic development."* Jackman, in turn, finds that there is a
point of inflection in the democracy curve after which the effect of economic
development at least levels off.15 Finally, Lipset, Seong, and Torres find an N-shaped
pattern, allowing for a negative effect of economic development on democratization
at moderate levels, after which the impact becomes, again, positive.l® None of these
authors, however, attempted to identify the point in the process of economic
development where the inflection in the democracy curve takes place; and, as we
will see, those who looked were not able to find anything.

For either data or theoretical limitations, the first generation of empirical studies
seeking to test the modernization hypothesis did not consider regime dynamics but
rather used cross-sectional data. In other words, they took a snapshot of the world
at a given moment in history and compared the level of per capita income across
democracies and dictatorships. From the observation that the democracies were
significantly richer than the dictatorships, inferences about the effect of the process
of economic development were made.

In all fairness, it should be said that, from a theoretical point of view, this was not
entirely incorrect. According to modernization theorists, the process of
transformation that makes a traditional society into a modern one is universal and
unilinear. Cross-sectional development variation arises only because countries are
located at different points in this universal and unilinear process; an
underdeveloped country today is nothing but the developed country yesterday. In
this sense, the use of cross-sectional data to test the modernization hypothesis
would be legitimate because it would capture countries at different stages of
development.

Only if the view of a unilinear modernization process is abandoned do the
limitations of cross-sectional data for testing the modernization hypothesis become
apparent. Arat, for example, has shown that the positive relationship between
economic development and democracy found in a cross section of countries is
compatible with within-country relationships that can take any form.!7 In her study
of 124 countries for the period 1948-77, she found that, in spite of a strong positive
aggregate correlation between development and democracy, only 30 experienced a
growth in the level of democracy over time as economic development increased. In
52 countries the two variables displayed no relationship, and in 42 countries the
level of democracy actually decreased with the level of economic development.

14 1bid., p. 1007.

15 Robert W. Jackman, "On the Relation of Economic Development to Democratic Performance,”
American Journal of Political Science 17, no. 3 (1973): 611-21.

16 Seymour Martin Lipset, Kyoung-Ryung Seong, and John Charles Torres, "A Comparative Analysis of
the Social Requisites of Democracy," International Social Science Journal 45, no. 2 (1993) 155-75.

17 Zehra F. Arat, "Democracy and Economic Development: Modernization Theory Revisited,"
Comparative Politics 21, no. 1 (1988): 21-36.




Beyond the work correlating economic development to democracy, there is little
research that seeks to explicitly test the (direct or indirect) mechanisms whereby
economic development is supposed to affect democratization. Lipset's original
article was replete with stories that connect the two. Economic development leads
to democratization via education, which affects people's outlook by making them
more rational, moderate, and tolerant, all alleged requisites for a democracy to
emerge and exist. Economic development also leads to democratization via its
effects on the class structure: it not only expands the middle classes--something that
seems to be axiomatically beneficial for democracy--but also reduces the lower
classes' discount rate (thus making them less radical) and increases the upper
classes' tolerance for redistributive demands. Finally, economic development leads
to a more complex civil society and the consequent creation of a network of
voluntary organizations that serve as democracy's training ground and protection
against the state.l® We do not mean to say that no one has explored these topics of
research. There is a vast literature, too large to be cited here, focusing on the impact
of development on education, on social stratification, and on civil society. Perhaps
not as large, but still significant, is the literature that connects these aspects to
democracy. Yet, to our knowledge, there is little that explicitly seeks to test whether
the relationship between economic development and democratization happens via
the effect of the former on education, the class structure, or civil society, which then
affects the latter.

There are two notable exceptions. One is the work of Inglehart, who, in a number of
publications, has argued that economic development affects people's belief systems,
placing them closer to the more "democratic” poles of a two-dimensional attitudinal
space.l® For him, even though there are some "cultural zones" that exert an
independent impact on the democratic attitudes of citizens across the globe,
economic development is probably the single most important factor accounting for
democratic attitudes and, by implication, the emergence of democracy.?° The second
exception is provided by Rueschemeyer, Stephens, and Stephens, who argue that the
reason economic development leads to the emergence and maintenance of
democracy is that it expands and politically strengthens the working class, which
happens to be the only class with an unambiguous preference for democracy.?!
These exceptions notwithstanding, the most famous studies supporting
modernization theory have focused exclusively on the correlation between level of
economic development and democracy.

18 This summary follows Diamond's interpretation of Lipset; Larry Diamond, "Economic
Development and Democracy Reconsidered,” in G. Marks and L. Diamond, eds., Reexamining
Democracy: Essays in Honor of Seymour Martin Lipset (Newbury Park, CA: Sage, 1992).

19 Ronald Inglehart and Christian Welzel, Modernization, Cultural Change and Democracy: The
Human Development Sequence (New York: Cambridge University Press, 2005).

20 Ronald Inglehart and Wayne E. Baker, "Modernization, Cultural Change, and the Persistence of
Traditional Values," American Sociological Review 65, no. 1 (February 2000): 19-51.

21 Dietrich Rueschemeyer, Evelyne Huber Stephens, and John D. Stephens, Capitalist Development
and Democracy (Chicago: University of Chicago Press, 1992).




These days, there is a healthy recognition that one needs to show more than simply
the existence of a correlation between economic development and democracy to
claim support for modernization theory. The basic claim of modernization theory
has always been one about regime dynamics, and it is now understood that an
empirical test of its main claim requires that this be taken into consideration. After
all, the modernization claim is a strong one. Its main proposition is not simply that
economic development will be positively correlated with democratization. Rather,
the proposition is that economic development will lead to democratization and that
the effect will be a strong one, if not the strongest among all the other factors that
may also cause the emergence of democracy. We return to this issue later in this
chapter, but here it is sufficient to note that, in the context of modernization theory,
democracy is the culmination of a global process of transformation that we call
development. Even if we are able to correctly capture economic development
empirically--a topic that we bracket by asserting that per capita income level, the
variable that is most often used in empirical analyses, is a sufficiently acceptable
indicator of economic development--the expectation that emerges out of
modernization theory is that the impact of economic development on
democratization will overshadow all other effects.

3. Development Does Not Always Lead to Democracy

To refute modernization theory, some scholars sought to establish not that
economic development would inevitably lead to authoritarianism but simply that
there were some conditions under which development would actually lead to
dictatorship and not democracy. Lipset himself mentioned that rapid economic
development can be destabilizing. This brings us to proposition 2: economic
development causes democracy to collapse. Barrington Moore ]Jr., Samuel
Huntington, and Guillermo O'Donnell have developed the three best-known
arguments along these lines.??

Moore argued that there was more than one path to modernity and that these paths
did not always end in democracy. The circumstances that in England led to the
marketization of labor relations and the dilution of the landed aristocracy's power
in response to the stimulus of capitalist development were unique and were the
only ones that would "naturally” lead to the emergence of democracy. Absent an
exogenous shock--such as the 1789 revolution in France that destroyed the
repressive system of labor relations--capitalist development would lead either to
what was called "modernization from above,” a process of development
characterized by the repression of labor by the state in alliance with the landed
aristocracy, or to a "communist revolution,” where labor would take over the state

22 Barrington Moore Jr., Social Origins of Dictatorship and Democracy; Samuel P. Huntington, Political
Order in Changing Societies; and Guillermo O'Donnell, Modernization and Bureaucratic-
Authoritarianism.




to repress the landed aristocracy. Neither of these two last alternatives was
democratic, even though they resulted from the onset of the very process of
modernization. A simplistic summary of Moore's argument is his famous statement,
"no bourgeoisie, no democracy," though this does not do justice to the nuances of his
argument. The existence of a strong independent bourgeoisie is a necessary, but not
sufficient, condition for economic development to lead to democratization; and for
many societies, with or without a bourgeois class, economic development may lead
to authoritarianism under fascism or communism.

Huntington called attention to the importance of institutions in the process of
modernization. For him, the process of modernization is inherently unsettling of
existing social relations. In the absence of strong political institutions able to absorb,
control, and guide those it displaces, modernization leads to praetorian politics.
Improving economic circumstances lead to mass economic and political demands
that an underdeveloped state cannot meet. Inequality makes socialism attractive,
leading to the establishment of a one-party socialist state. Huntington's advice to the
West during the Cold War was thus to support non-Communist one-party states,
encouraging the development of robust political institutions able to withstand the
destabilizing force of rapid economic development. He did not promise that
economic development would lead to democracy; for Huntington, whereas
modernity may be associated with democracy, modernization may not.

Finally, O'Donnell, not unlike de Schewnitz, 23 has argued that dependent
development, such as experienced by Latin American countries in the 1950s and
1960s, eventually faces constraints that can be overcome only by the force of an
authoritarian regime. After an "easy" phase of economic development driven by the
local production of previously imported consumer goods (called import-
substitution-industrialization, or ISI), countries face a bottleneck that cannot be
addressed in the context of a democratic system that is based on a nationalist
ideology and the political mobilization of urban workers. A "coup coalition" thus
emerges that is ready to implement the bitter policies necessary for further
economic development. Democracy becomes a casualty of modernization. Thus,
dictatorships emerged in the 1960s and 1970s in countries such as Argentina,
Brazil, Chile, and Uruguay not because of their lack of development but, rather,
precisely because they were successful in generating a domestic industrial sector.
These dictatorships emerged as the vehicles for the implementation of the next
development phase.

There are several difficulties with these arguments. With respect to Moore, it is hard
not to read it (particularly as interpreted by Skocpol)?* as a story in which

23 Karl de Schweinitz Jr., Industrialization and Democracy: Economic Necessities and Political
Possibilities (Glencoe, IL: Free Press, 1964).

24 Theda Skocpol, "A Critical Review of Barrington Moore's Social Origins of Dictatorship and
Democracy,” in Theda Skocpol, Social Revolutions in the Modern World (New York: Cambridge
University Press, 1994), pp. 25-54.




nondemocratic outcomes are a function of relatively weak modernizing impulses. In
this light, England, France, Germany, and China simply represent different levels of
economic development on a scale going from high to low. Thus, in a manner not
unlike what modernization theory would suggest, differences in political regimes
are due to modernizing impulses that are varied in their strength--in other words, to
differences in levels of economic development.

As for Huntington, the level of political development required to sustain economic
development and thereby steer a country to democracy is not at all apparent. He has
little to say about the process of institution building itself, about the moment when a
country's institutions can be considered to be ready to face the test of mass politics,
and when nondemocratic institutions can safely be replaced by new, democratic
frameworks. He often defines "institutionalization" tautologically in terms of the
expected outcome, "order.” Still, Huntington's claim about the dangers of early
democratization resonates with recent work that points to the perils of introducing
contested elections in some countries when conditions are not ready.2> Yet, like
Huntington, those who make this kind of argument fail to realize the apparent
paradox involved in a situation in which institutions that will enable democracy
must be created under nondemocratic systems; they also fail to provide a clear way
for identifying ex ante when a society would be ready to "be allowed" to
democratize.?6

Finally, O'Donnell's account of the emergence of South American authoritarian
regimes in the 1960s and 1970s has been challenged in terms of its historical
accuracy and implicit inevitability.?” Although O'Donnell's argument is compelling
given its premises, the premises themselves are questionable. For example, the
notion that the "deepening" of import substitution industrialization could not be
achieved under democratic conditions because it required sharp reduction of wages

25 See, for example, Jack Snyder, From Voting to Violence: Democratization and Nationalist Conflict
(New York: W. W. Norton, 2000).

26 For more on this debate, see Sheri Berman, "How Democracies Emerge: Lessons from Europe,"
Journal of Democracy 18, no. 1 (2007): 28-41, and "The Vain Hope for 'Correct' Timing," Journal of
Democracy 18, no. 3 (2007): 14-17; Thomas Carothers, "Misunderstanding Gradualism,” Journal of
Democracy 18, no. 3 (2007): 18-22; Francis Fukuyama, "Liberalism versus State-Building," Journal of
Democracy 18, no. 3 (2007): 10-13; and Edward D. Mansfield and Jack L. Snyder, "The Sequencing
'Fallacy," Journal of Democracy 18, no. 3 (2007): 5-10.

27 In reference to historical accuracy, see Karen L. Remmer and Gilbert W. Merkx, "Bureaucratic-
Authoritarianism Revisited," Latin American Research Review 17, no. 2 (1982): 3-40; Robert
Kaufman, "Industrial Change and Authoritarian Rule in Latin America: A Concrete Review of the
Bureaucratic-Authoritarian Model," in David Collier, ed., The New Authoritarianism in Latin America
(Princeton: Princeton University Press, 1979), pp. 165-254. In reference to implicit inevitability, see
Argelina Figueiredo, Democracia ou Reformas? Alternativas Democraticas a Crise Politica, 1961-1964
(Rio de Janeiro: Paz e Terra, 1993); Youssef Cohen, Radicals, Reformers, and Reactionaries: The
Prisoner's Dilemma and the Collapse of Democracy in Latin America (Chicago: University of Chicago
Press, 1994).




and consumption expenditures has been shown to be untrue, both then and now
(see the vast literature on economic reforms under democracy).?8

One difficulty that pertains to all of these arguments is that the aggregate evidence
linking economic development to democracy--the evidence that a correlation
between the two exists--is simply overwhelming and is not really altered by the
existence of cases that deviate from the general pattern. At most, what these critics
of modernization theory establish is that (1) economic development may happen in
a way that will not bring about all the associated transformations that
modernization theory postulated would happen together; and (2) there are factors
other than economic development that need to be present for development to lead
to democracy. For Moore, the key additional factor is the class structure. For
Huntington, the key additional factor is institutionalization. And for O'Donnell, the
key additional factor is the international relationship of the country to global
capitalism. Yet the core proposition of modernization theory--that given a certain
type of development, democracy will emerge--is not fundamentally challenged.

4. Development and the Survival of Democracy

Adam Przeworski has argued that democracy is a contingent outcome of conflict.?? It
emerges as the result of the interaction between regime and nonregime actors who
come to accept that their best strategy is to delegate the decision about who will
rule to a device that requires periodic competition for popular votes. The conditions
that will make these actors choose this strategy cannot be reduced to any one factor.
Actors will make the choice to institute periodic competitive elections for choosing
rulers under conditions of high and low economic development, ethnic diversity,
resource wealth, income inequality, asset specificity, revolutionary threat,
geopolitical intimidation, or any other factor one may want to name.

This represents a radical departure from modernization theory. The claim is that the
emergence of democracy is idiosyncratic or random with respect to economic
development. How can such a claim be made in the face of an overwhelming
correlation between democracy and development? The answer lies in regime
dynamics. The correlation is driven by a connection between economic
development and the survival of democracy. Democracy may emerge under all sorts
of circumstances, but when it exists in poor countries, it is fragile and may well
collapse. When democracy exists above a certain level of economic development,
however, it never collapses. By thinking explicitly in a dynamic way, it is easy to see
that the sustainability of democracy is what may drive the democracy and

28 See also Kaufman, "Industrial Change and Authoritarian Rule in Latin America," and James R.
Kurth, "Industrial Change and Political Change: A European Perspective,” in Collier, The New
Authoritarianism in Latin America, pp. 319-62.

29 Adam Przeworski, "Democracy as a Contingent Outcome of Conflict,” in Jon Elster and Rune
Slagstad, eds., Constitutionalism and Democracy (Cambridge: Cambridge University Press, 1988).




development connection, as distinct from the emergence story offered by
modernization theorists. This is our proposition 3: economic development does not
cause democracy to emerge but rather contributes to its survivability.

In empirical work with Fernando Limongi, José Antonio Cheibub, and Mike Alvarez,
Przeworski has argued that the following is true regarding the relationship between
economic development and political regimes:30

* There is a strong relationship between level of economic development (as
measured by per capita income) and the incidence of democracy: level of
development alone correctly predicts 77.5 percent of current regimes in a
sample of 138 countries between 1950 and 1990. When the impact of economic
development on the incidence of democracy is compared with that of other
factors (whether the country was founded after 1950, whether the country had
been a British colony, whether the country had experienced a democratic
breakdown in the past, the proportion of Catholics, Protestants, and Muslims in
the population, the degree of ethnolinguistic fractionalization, the degree of
religious fractionalization, and the proportion of democracies in the world), it
turns out that development is what best predicts the incidence of democracy.

* The bivariate relationship between economic development and the probability
of a transition to democracy is curvilinear: transitions to democracy are less
likely at very low and very high levels of economic development. This means that
economic development destabilizes dictatorships at intermediate levels.

* Many dictatorships survived at relatively high levels of economic development.
To put it differently, whatever the supposed threshold for dictatorships to
become democracy, many dictatorships passed it in good health.

* Many dictatorships fell, that is, many democracies were established, at low levels
of economic development.

¢ Of the countries that experienced development under dictatorships, some never
democratized, whereas others eventually became democratic, but much later
and at very different income levels. Only a few, actually five out of twenty, did
experience what modernization theory would have expected.

* Per capita income has a strong impact on the survival of democracy: the
probability that a democracy will die falls monotonically as per capita income
increases, reaching (approximately) zero when income is higher than $7,000
(1985 PPP$).31

30 Przeworski et al.,, Democracy and Development.

31 PPP stands for "purchasing power parity." This measure of per capita income accounts for the fact
that nontraded goods and services (e.g., haircuts) may have similar values in different countries, even
though the price, according to nominal exchange rates, may be quite different. Countries with large
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* The effect of per capita income on the survival of democracy is strong, even in
the presence of other economic, political, social, cultural, and historical factors
considered simultaneously. The effect of per capita income on transitions to
democracy is positive and statistically significant, although it is orders of
magnitude smaller than the effect of income on democratic survival.

* Thus, for the 1950-90 period, there is, at most, a curvilinear relationship
between economic development and the emergence of democracy; at the same
time, there is a monotonically declining relationship between economic
development and the endurance of democracies.

* This pattern is also observed for the pre-1950 period. Given the limited
availability of data, one finds for the period before 1950 that democracy was
established at very different levels of development, that is, that there was no
clear development threshold after which democracy became inevitable; that
democratic reversals (transitions to dictatorship) did occur and that they were
more likely in countries where democracy was established when they were very
poor; and that democracy tended to survive past 1950 (and survive until today)
in countries where they were established at higher levels of income. Thus, the
pre-1950 pattern seems to be the same as the post-1950 one: no development
threshold for the establishment of democracy, unstable democracies in poor
countries, and endurance in rich countries.

Understandably, these findings have been theoretically and empirically challenged
by subsequent scholarship.3? The gist of these critiques is that Przeworski et al.
misinterpret the evidence, fail to consider the limitations of their data, and/or are
blinded by their zeal to refute the modernization hypothesis. Two of the most direct
and detailed critiques are represented in work by Boix and Stokes and Epstein et al.,
to which we now turn.33

4.1. Modern Work on Modernization Theory
The best-known critiques of the empirical work of Przeworski and colleagues are

the studies by Carles Boix and Susan Stokes, as well as the study by David Epstein,
Robert Bates, Jack Goldstone, Ida Kristensen and Sharyn O'Halloran.

vibrant domestic economies and low labor costs, such as China and Brazil, have higher levels of
economic development than the nominal exchange rate would indicate.

32 The theoretical critique is that Przeworski et al. do not offer an explanation of why economic
development sustains democracy, that is, why political actors choose not to revert the result of
contested elections at high levels of income of income. We do not address this issue here as our goal
is to evaluate the empirical claims about the relationship between economic development and
democratization. One such explanation is provided in Adam Przeworski, "Democracy as an
Equilibrium," Public Choice 123 (2005): 253-73.

33 Carles Boix and Susan C. Stokes, "Endogenous Democratization;" David L. Epstein et al,
"Democratic Transitions.”
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Boix lays the theoretical groundwork for the empirical research of Boix and
Stokes.3* Boix provides a game theoretic mechanism for modernization theory. He
argues that level of economic development, income distribution, and--importantly--
asset specificity together impact the probability of the emergence of democracy.

Asset specificity refers to the extent to which investments in the production of a
good are locked in to the production of that specific good, or whether the
investment may contribute to the production of various different goods. For
example, investments in oil pipelines are highly specific, whereas investments in
education are not.

Where asset specificity is high and the income distribution is highly skewed, such as
in many countries rich in oil or other natural resources, the wealthy members of a
society face severe distributional consequences for allowing popular sovereignty,
and they have no credible threat to flee the country. Thus, it is in the self-interest of
the rich to pay high costs of repressing democracy, maintaining dictatorial rule.3> To
put it bluntly, if the rich of a country derive their incomes from what is in the
ground, they must defend it against the redistributive demands of democracy
because they cannot flee the country with this source of income.

Suppose, however, that asset specificity is low, and the rich derive their income
from high levels of skill (as do many in South Africa, for example). Then the rich
have a credible exit threat. If the rich flee the country, taking their productive
capacity along with them, they can severely harm the national economy. This
credible threat restrains the distributional demands of the poor and may make
democracy possible even in countries with relatively low levels of economic
development, such as India. Asset specificity aside, if distributional demands
diminish at higher levels of economic development, Boix argues that economic
development should make democracy more likely both to emerge and to survive.

Yet, how can Boix and Stokes claim that development causes democracies to emerge
in the face of the evidence presented by Przeworski, Alvarez, Cheibub, and Limongi
(henceforth PACL)? They argue that PACL's empirical inferences are questionable
because they are based on a small number of wealthy dictatorships and that, if data
from a longer period of time are considered, the effect of development becomes
more apparent. They furthermore argue that the effect of development is contingent
on accounting for other factors, some of which are identified by the theory proposed

34 Carles Boix, Democracy and Redistribution (New York: Cambridge University Press, 2003).

35 Rosendorff makes a related theoretical argument supported by the case of South Africa; B. Peter
Rosendorff, "Choosing Democracy," Economics & Politics 13 (2001): 1-29. On the question of income
distribution, Desai et al. show that policy making in highly unequal democracies is dramatically
different from that in more egalitarian democracies; Raj M. Desai, Anders Olofsgard, and Tarik
Yousef, "Democracy, Inequality, and Inflation," American Political Science Review 97, no. 3 (2003):
391-406.
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by Boix. Once these important variables are included in the analysis, they argue,
economic development clearly causes democracy.

Epstein and colleagues take a different approach. Rather than propose a new variant
of modernization theory, they take issue with the conception of democracy
employed by PACL. They argue that one should acknowledge the existence of a
middle category of political regimes and that, if one does so, the data show a
connection between economic development and the emergence of democracy. Thus,
theirs is purely an empirical issue and rests on a defensible middle category of
political regime.

As the work by Przeworski and colleagues delivered a severe blow to modernization
theory, these new studies represent an exciting new challenge and a vigorous
defense of the old school of thought. The new studies themselves, thus, deserve
scrutiny as we enter into the next round of the debate. We thus consider their
contributions one by one.

4.1.1. Dwindling Numbers, Sample Bias, and Omitted Variables

This subsection's title lists the three empirical objections raised by Boix and Stokes
to the analysis of Przeworski and Limongi and PACL:36

1. The inferences are shaky because they are based on a small number of
wealthy dictatorships.

2. While the findings may be true for the post-1950 period, they do not hold for
a larger time span (e.g., since the middle of the nineteenth century).

3. Finally, PACL fail to consider important variables that, when included in their
analysis, clearly demonstrate that economic development causes democracy.

We examine each of these claims in turn.

Dwindling Numbers. Boix and Stokes object to two statements PACL make on the
basis of their data. They react, first, to the assertion that dictatorships at the highest
levels of per capita income have lower probabilities of democratizing than those at
moderate levels of per capita income, a statement that obviously contradicts
modernization theory. Second, they react to the observation that few dictatorships
experienced development for a relatively long period of time and then
democratized.

Regarding the first statement, Boix and Stokes correctly argue that inferences made
on the basis of small numbers--as with transitions to democracy at high levels of

36 Adam Przeworski and Fernando Limongi, "Modernization: Theories and Facts," World Politics 49
(1997): 155-183; Przeworski et al.,, Democracy and Development.
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economic development--should be treated with caution. Such inferences can change
drastically with the addition or subtraction of only a few instances of the event of
interest. Given the small number of wealthy dictatorships in PACL's dataset, one or
two additional cases of authoritarian collapse could change the overall picture
substantially, making the relationship between economic development and
transitions to democracy resemble the one described by modernization theory.

Although a possibility, this is, however, all that it is. Short of wishing for an
alternative world, there is little one can do about the fact that only a few
dictatorships exist at high levels of economic development. One of the things one
can do is to explain why the world is as it is.

Boix and Stokes object to the second statement--that few dictatorships experienced
development for a relatively long period of time and then democratized--on the
grounds that this, in fact, constitutes evidence in support of modernization theory.
Here is their argument:

Assume . . . that both endogenous and exogenous
mechanisms are at work [in the process of
democratization]. Then there may be few dictatorships
left at a high level of income precisely because
development at lower levels of income already helped
turn them into democracies and then helped keep them
democratic. . . . Przeworski and Limongi count as
countries "that developed under authoritarianism and
became 'modern' only ones that achieved a per capita
income of $4,115. But it is not obvious to us why
countries that move from a per capita income of $1,000
to $2,000, or from $2,000 to $3,000, and so on are
failing to undergo development. If they are developing,
and if dictatorships collapse and are replaced by
democracies as they achieve development at these
lower levels, then their absence from the pool of
dictatorships at higher levels of income does not refute
endogenous modernization but instead supports it.
Indeed, from this perspective the anomaly is not that
the number of dictatorships that became rich and then
democratized is small, but that some dictatorships
survived at all, despite earlier development.3”

The reason the dataset contains few wealthy dictatorships, Boix and Stokes argue, is
that most dictatorships that experienced some amount of development, even if
paltry, had already democratized and remained democratic. Boix and Stokes thus
change the main theoretical claim of modernization theory from being one about the

37 Boix and Stokes, "Endogenous Democratization," p. 524.
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effects of levels of development on democratization to one about the effects of
changes (or perhaps long-term trends) in the level of development. From this
perspective, what matters is that per capita income increases, even if from a very
low level. Development, in this sense, is a process and not a condition; thresholds
become irrelevant because the "democratizing" effects of development--that is, of a
change of per capita income--will be felt even by very poor countries.

If this is the case, then the relevant variable for explaining democratization should
be changes in per capita income and not levels of per capita income. Yet, the
evidence supporting a positive relationship between changes in per capita income
and democratization is at best weak. PACL find that changes in per capita income
affect both democracies and dictatorships: economic growth is always good as it
makes both regimes less likely to change (although the effect is stronger for the
latter than for the former). Acemoglu et al.,, in turn, find that changes in per capita
income have no effect on democracy, whether the time span one adopts is 10, 50, or
100 years.38 Alternatively, Quinn and Gassebner, Lamla, and Vreeland find that
short-run changes in per capita income, that is, economic growth, makes
democratization less likely because it helps dictatorships survive in office.3° This
turns modernization theory on its head.

Our skepticism notwithstanding, the challenges of Boix and Stokes are worthy of
empirical investigation. We consider a variant of the Boix and Stokes statistical
model (model 1 in table 1) and find that for a poor dictatorship--with per capita
income of just $100--the chances it will democratize are small: about 1 out of 100.
With per capita income of $5,000, the chances of democratization increase to 1 out
of 75. With per capita income of $12,000, the chances of democratization increase to
about 1 out of 40. So, the best estimate is that by increasing income the chances of
democratization nearly triple. But in order for this to happen, per capita income
must increase by 120 times, going from $100 to $12,000 (see table 2)

38 Daron Acemoglu et al,, "Income and Democracy." They do find, however, that if one adopts a 500-
year time span, the relationship between change in per capita income and democratization is
positive, although they make an argument that this relationship is very likely to be spurious. We take
this finding with some skepticism as we find it hard to meaningfully talk about democracy 500 years
ago.

39 Dennis P. Quinn, "Democracy and International Financial Reform: The Paradoxical Consequences
of International Economic Reforms in Non-democracies," mimeo, Georgetown University McDonough
School of Business, 2009; Martin Gassebner, Michael J. Lamla, and James Raymond Vreeland,
"Extreme Bounds of Democracy,” KOF Working Paper No. 224, 2009.
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Table 1

Determinants of Regime Transition

Model 1 Model 2 Model 3
(1950-1990) (1901-1949) (1850-1900)
Variables PA[) PDA PAD PDA PAD PDA
Lagged per capita income 3.36E-05 -5.46E-04| 0.00019 -0.00033( 0.00450
0.0004  0.0001| 0.0001 0.0001| 0.0025
0.437 0.000 0.155 0.010 0.067
Lagged per capita income growth -0.01998 -0.02385
0.0103  0.0169
0.052 0.159
Lagged leadership turnover 0.54148 0.97221
0.1933  0.2810
0.005 0.001
Index of religious fractionalization 0.10964 2.55558
0.4592  0.9904
0.811 0.010
% Catholics in the population 0.00154 -0.01129
0.0026  0.0054
0.558 0.037
% Protestants in the population -0.00262 -0.02444
0.0060  0.0162
0.661 0.132
% Muslims in the population -0.00072 0.00022
0.0031  0.0031
0.817 0.817
New country -0.43483 -0.01593
0.2097  0.4513
0.038 0.972
Prior British colony 0.16485 -0.83915
0.2044 0.4251
0.421 0.048
Number past democratic breakdowns| 0.36116 0.89459
0.0700  0.1210
0.000 0.000
% Democracies in the world 3.03252 -3.74161
1.2017  1.8800
0.012 0.047
oil
Constant -3.40653 0.12385| -2.45053 -1.28993| -13.6899
0.5407  0.9027| 0.2821  0.3366| 6.7440
0.000 0.891 0.000 0.000 0.042
N 2397 1545 583 736 259
Log likelihood -196.4903 -94.6005| -49.6116 -48.7710| -9.3327
LR chi2 85.25  167.45 1.92 8.29 14.05
Prob > chi2 0.000 0.000 0.166 0.004 0.000
Pseudo R2 0.1783  0.4695| 0.0189  0.0784| 0.4294

Py = transition from Authoritarianism to Democracy; Pp, = transition from Democracy to Authoritarianism.

Table entries are: coefficient, standard error and p-value
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In the history of the modern world, a change in per capita income of this magnitude
has never happened. The closest is Japan, which entered the sample with a per
capita income of $1,768 in 1952 and reached a per capita income of $14,317 in
1990, an eightfold increase in per capita income. Five other countries--Canada,
Finland, West Germany, Luxembourg, and Norway--experienced an increase in per
capita income slightly higher than $10,000 between 1950 and 1990. Of course, these
cases do not represent good examples for modernization theory because they were
all democracies to begin with. At the same time, twenty-four countries ended the
period with per capita incomes below those with which they had started, and forty-
four saw their incomes increase by less than $1,000 between the times that they
were first and last observed. The average country between 1950 and 1990 had its
per capita income increase by 2.1 times, far below the 120-fold increase that our
estimates suggest are necessary to raise the probability of a transition to democracy
from about one out of 100 to about one in 40.

Table 2
Probability of Transitions to and from Democracy
at Different Income Levels

Per Capita Income P Ppa
(1985 PPP$)

100 0.0086 0.0965
1,000 0.0093 0.0365
2,000 0.0102 0.0097
3,000 0.0112 0.0020
4,000 0.0122 0.0003
5,000 0.0133 0.0000
6,000 0.0145 0.0000
7,000 0.0158 0.0000
8,000 0.0171 0.0000
9,000 0.0186 0.0000

10,000 0.0202 0.0000
11,000 0.0219 0.0000
12,000 0.0237 0.0000
Difference 0.0151 0.0965

Given these estimates and realistic expectations about economic growth, should we
embrace the claim that development sets in motion a number of processes that will,
soon enough, lead to the emergence of democracy? When we also consider that the
relationship is highly uncertain from a statistical point of view, our answer is no.

17



Sample Bias. The second empirical objection that Boix and Stokes raise to PACL's
analysis is that it was limited to the 1950-90 period. Extending the analysis back to
the mid-nineteenth century, they argue, reveals that the impact of economic
development on democratization is positive and very strong. Yet, further data
analysis of the 1850 to 1949 period (which can be seen in models 2 and 3 of table 1)
shows that the result is driven by a small number of western European cases in the
late nineteenth century.

First consider the period 1901-49.40 It turns out that this period is much like the
1950-90 period analyzed by PACL. Economic development has no effect on
transitions to democracy, democracy emerged at high and low levels of economic
development, and economic development did have an effect on the survival of
democracy, substantially reducing the probability of a democratic breakdown.

Given that per capita income does not cause democratization in the 1900-49 sample,
the effect that Boix and Stokes found for the 1850-1949 period must be due to what
happens between 1850 and 1900. Here, the effect of economic development on the
emergence of democracy is indeed positive.*! Substantively, the effect is strong: the
probability of a democratic transition increases from virtually zero to 0.42 when per
capita income goes from $100 to $3,000. The statistical significance of this finding,
however, is marginal, which means that we cannot have much confidence in the
result.4?

Why is our confidence low? To begin with, there are not many observations. For the
eighteen countries in the sample, data on per capita income are available for only
259 yearly observations of non-democracies out of a possible 2,345 observations--
so nearly 90 percent of the data are missing. Eleven of the countries have data for
1850, but no country has data for the period between 1851 and 1870--so we are
really analyzing the period 1871-1900. Most of these data (222 of the observations)
come from eight western European countries: the United Kingdom, Belgium, the
Netherlands, Germany, Austria, Italy, Sweden, and Denmark. Moreover, there is not
much variation in the dependent variable. There are only three transitions to
democracy in this period for which per capita income information is available: the
United Kingdom (1885), Belgium (1894), and the Netherlands (1897).43 As these

40 przeworski et al, Democracy and Development, pp. 103-6, also analyzed the period 1901-49,
relying on descriptive statistics. Unlike Boix and Stokes, they do not estimate inferential statistics
given the limitations of the data.

41 We do not analyze the effect of per capita income on democratic breakdown for the 1850-1900
period because all democracies--for which data are available--survive. As a matter of fact, there is
one democratic breakdown in the period--France in 1852--but per capita income is not available.

42 The finding holds only at the 0.10 level of statistical confidence and is rejected at the conventional
0.05 level.

43 Boix and Stokes’ date of democratic transition are significantly different from the ones identified
by Przeworski and his co-authors (1990:105). According to the latter, democratic transition in the
United Kingdom, Belgium and the Netherlands occurred in 1911, 1919 and 1868, respectively.
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transitions occurred at relatively high levels of per capita income, we see a positive
relationship; but it is not a relationship with high statistical significance. Note that
Boix and Stokes do not control for other variables because data are not available. It
may well be that if we could control for other factors, the correlation would be even
weaker.

Thus, to review, the effect of per capita income on transitions to democracy is not
statistically significant for the period 1950-90, is not statistically significant for the
period 1901-49, and is only marginally statistically significant for the period 1850-
1900.

Omitted Variables. Boix and Stokes's last empirical objection to PACL's is that it
suffers from omitted-variable bias. Specifically, they argue that there are two
variables that PACL did not include in their analysis and which hindered democracy
from emerging as a result of economic development: whether the country was rich
in oil, and whether the country was in eastern Europe under the influence of the
Soviet Union.**

As we saw earlier, Boix proposes that the effect of per capita income on
democratization may be contingent on the degree of asset specificity in a country.4>
If the economic elites (or "the rich") within a country derive their income from
highly specific assets, such as oil (as they do in many Middle Eastern countries),
then they will stop at nothing to repress democracy. They fear that democracy will
lead to massive expropriation by governments supported by the poor. But if the rich
derive their income from their skills and education, as is true for countries such as
India and South Africa, redistributive demands are tempered even under
democracy. Alienation of the rich may lead to emigration, damaging prospects for
economic growth. Recognizing this, even democratic governments supported by the
poor will resist the temptation of massive expropriation. So, anticipating moderate
redistributive demands, the rich may acquiesce to demands for democracy.

Boix and Stokes also propose that international relations may matter. Specifically,
they suggest that countries under the influence of the Soviet Union may have been
less likely to democratize despite their levels of economic development because the
Soviet Union exerted "powerful pressures" against democratization in eastern
Europe "and did so consistently through almost the entire period covered by the

44 This first variable is derived from Boix's version of modernization theory outlined previously; Boix,
Democracy and Redistribution. Note that PACL already exclude from their dataset (the same used by
Boix and Stokes to produce their table 6), six countries in which the ratio of fuels exports to total
exports exceeded 50% in 1984- 86. They do so "because the patterns of economic development for
countries that rely for most of their income on oil are sui generis"; Przeworski et al., Democracy and
Development, p. 77. These countries are Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the United
Arab Emirates.

45 Boix, Democracy and Redistribution.
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Przeworski data set."4¢ They suggest, therefore, the importance of accounting for
whether a country was under Soviet influence.

Had PACL accounted for oil-rich and Soviet dictatorships, Boix and Stokes argue,
they would have found a positive and substantial effect of per capita income on
democratization in the period between 1950 and 1990. Boix and Stokes conclude
that "once we control for the exogenous factors of international politics and factor
endowments, economic development makes democratization more likely."4” To
account for these factors, they drop observations of Soviet and oil-producing
countries from the analysis.

It is true that if one drops most of the observations of Soviet dictatorships and all of
the oil-rich dictatorships, the effect of per capita income on the emergence of
democracy is statistically significant. Yet, Boix and Stokes fail to drop all of the
observations of countries that were Soviet dictatorships--they keep the precise
observations for the years in which these countries transitioned to democracy:
Bulgaria in 1990, Czechoslovakia in 1990, and Hungary in 1990. This is an
understandable and unintended technical mistake: because their model is dynamic,
they should drop observations of countries that were Soviet dictatorships the
previous year, but they actually dropped observations that are Soviet countries in a
given year, so the Bulgaria, Czechoslovakia, and Hungary transitions are included
even though they transitioned from Soviet dictatorships.*8

More specifically, Boix and Stokes drop observations if their Soviet indicator is equal
to one, but they should drop observations if their lagged Soviet indicator is equal to
one. Otherwise, transitions from Soviet dictatorships to democracy--Bulgaria,
Czechoslovakia, and Hungary--all count as transitions at relatively high incomes.*°
But all of the years that the Soviet dictatorships survived and for which we have
data on income-- Bulgaria 1981-89, Czechoslovakia 1961-89, and Hungary 1971-89,
again at relatively high incomes--get dropped. To bring this into more detail, Boix
and Stokes argue that they exclude Soviet-dominated countries (rather than using
an indicator variable to identify these countries) because such a variable would be
perfectly collinear with the regime variable: all Soviet-dominated countries are also
authoritarian.>® This, however, is true only if "Soviet-domination" is taken to be a
time-invariant factor, which it is not. Now, given that it varies over time, the proper
way for this variable to be entered into the Markov model--the model that both
PACL and Boix and Stokes estimate--is lagged by at least one year: what matters for
regime dynamics is not that the country was dominated by the Soviet Union this

46 Boix and Stokes, "Endogenous Democratization," p. 535.

47 Ibid., p. 535.

48

49 Other countries under the influence of the Soviet Union also democratized in the period (e.g.,
Poland in 1989 and Romania in 1990). These countries, however, do not appear in the Boix and
Stokes dataset because income data for these years are not available.

50 Boix and Stokes, “Endogenous Democratization,” n. 31.
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year but that it was dominated by it last year. Once this is done, the results reported
by Boix and Stokes completely disappear.

More generally, we caution against excluding cases according to important variables
(rather than controlling directly for the potential effects of these variables in the
statistical analysis). If we exclude sufficient cases, we can get any results we want.
This could become absurd, with the researcher choosing to analyze only the
authoritarian regimes in which small merchants accumulated sufficient capital to
increase productivity and provide a general increase in material well-being; in
which the capital accumulated was mobile rather than fixed; in which the
population was ethnically homogeneous and shared a religion that emphasized
individual values and the pursuit of happiness through hard work; in which
institutions that allowed an elite to compete for power and get habituated with
competition were in place before the emergence of mass politics; in which the
middle class expanded and started to forcefully demand that the shackles of
dictatorship be removed; in which . . . the process of economic development took
place in just the right way as to lead to democratization as posited by modernization
theory. At the limit, one is left with the cases of which Lipset spoke, located in
"northwest Europe and their English-speaking offspring in America and

Australasia,” where "the conditions related to stable democracy . .. are most readily
found."5?

Still, Boix and Stokes make an important contribution in drawing attention to the
effect of asset specificity--particularly oil--on democratization. More generally, there
is a growing literature on the effect of the "resource curse" on political regime and
economic development. The question is addressed by Lindberg and Meerow in this
volume. It has long been known that the presence of natural resources can lead an
economy to divert investment away from potentially productive sectors, ultimately
undermining economic development. Ross, as well as Jensen and Wantchekon, have
shown that the presence of oil hinders the emergence of democracy.>2 Gassebner et
al. show that oil is one of a very few variables that robustly predict democratization,
with a negative effect.>3 The resource curse may also hurt democracies. Collier and

51 Lipset, Political Man, p. 57.

52 Michael L. Ross, "Does Oil Hinder Democracy?" World Politics 53 (2001): 325-61, and "But
Seriously: Does 0Oil Really Hinder Democracy?" mimeo, UCLA Department of Political Science, 2008;
Nathan Jensen and Leonard Wantchekon, "Resource Wealth and Political Regimes in Africa,"
Comparative Political Studies 37 (2004): 816-41. For a more nuanced view, see Thad Dunning,
"Resource Dependence, Economic Performance, and Political Stability," Journal of Conflict Resolution
49, no. 4 (2005): 451-82.

53 Gassebner, Lamla, and Vreeland, "Extreme Bounds of Democracy." The argument about oil has also
been applied to other natural resources. See, for example, Ricky Lam and Leonard Wantchekon,
"Dictatorships as a Political Dutch Disease," mimeo, Department of Politics, New York University,
1999; Michael L. Ross, "How Does Natural Resource Wealth Influence Civil War? Evidence from
Thirteen Cases," International Organization 58, no. 1 (2004): 35-67; Macartan Humphreys, "Natural
Resources, Conflict, and Conflict Resolution: Uncovering the Mechanisms," Journal of Conflict
Resolution 49, no. 4 (2005): 508-37; Piivi Lujala, Nils Petter Gleditsch, and Elisabeth Gilmore, "A
Diamond Curse? Civil War and a Lootable Resource," Journal of Conflict Resolution 49, no. 4 (2005):
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Collier and Hoeffler argue that the resource curse can hurt democracy more than
autocracy because it is more likely to breed violent conflict and instability under
democracy.>* We find some of the evidence that oil has a direct impact on the
dynamics of political regimes convincing. The evidence that the effect of economic
development is contingent on the presence of oil is plausible in theory, but robust
empirical evidence supporting this claim is lacking.

The broad evidence in support of a strong effect of economic development on
democratization is weak at best, even after the extension of the sample to the
nineteenth century and the inclusion of variables that had been left out of the
analysis before. This effect is often not statistically significant. When it is significant,
it is either substantively small--particularly in view of the expectations derived from
modernization theory--or based on a dataset that is problematic.

4.1.2. Partial Democracies

Epstein et al.'s major innovation is to employ a measure of political regime that
classifies cases into three categories: democracy, partial democracy, or autocracy.
For this, they need an alternative measure to PACL's binary one. They use polity, a
commonly used measure of regime, particularly in the quantitative literature in
international relations.

Though polity runs from -10 to +10, often researchers choose to "dichotomize" the
measure between cases that are greater than +6 or +7 and cases that are less than
+6 or +7. While such an approach produces a measure that is broadly correlated
with the PACL measure, it is problematic when it comes to studying regime
transitions, because there is no obvious threshold for a switch in regime types. The
extremes are easy to agree on--there are obvious democracies, such as the United
Kingdom, and obvious dictatorships, such as North Korea. But the precise timing of
the transition from dictatorship to democracy and back again is not obvious without
crisp, explicit, and replicable rules for coding transitions, such as provided by the
PACL measure.>®

538-62. On the question of oil and democracy in the Middle East, see Gassebner, Lamla, and Vreeland,
"Extreme Bounds of Democracy,” who argue that the paucity of democracy in the region is due to
factor endowments, not culture. For more on the political institutions in the region, see Ellen Lust-
Okar, Structuring Conflict in the Arab World: Incumbents, Opponents, and Institutions (New York:
Cambridge University Press, 2005); and Nathan ]. Brown, Constitutions in a Nonconstitutional World:
Arab Basic Laws and the Prospects for Accountable Government (Albany: State University of New
York Press, 2001).

54 Paul Collier, The Bottom Billion: Why the Poorest Countries Are Failing and What Can Be Done
about It (New York: Oxford University Press, 2007), chap. 3; Paul Collier and Anke Hoeffler, "Testing
the Neocon Agenda: Democracy in Resource-Rich Societies," European Economic Review 53, no. 3
(2009): 293-308; and Paul Collier and Anke Hoeffler, "Democracy and Resource Rents,” mimeo,
Department of Economics, University of Oxford, 2005.

55 See Cheibub, Gandhi, and Vreeland, "Democracy and Dictatorship Revisited," for a comparison of
the PACL and Polity measures.

22



What constitutes a "transition" in the polity scale is further complicated by the fact
that it actually combines five different component variables that measure different
facets of a polity. The measure combines variables that code, for example, the
relationship between the executive and the legislature, how the executive is
recruited, whether there are elections, and whether there is political violence. The
combination of all of these different facets of a polity results in several objectionable
claims. For example, if a country moves from totalitarianism into civil war, it is
coded as more "democratic" because political violence is considered to be a form of
political participation that is absent under totalitarianism.5¢ As another example,
countries that fill the chief executive through coups are considered more
"democratic" than countries that have monarchies because the selection process is
theoretically more open. In our view, we would not consider any of these situations
more or less democratic. Rather, we would simply suggest that they are different
situations within the same category of nondemocracy.5”

These critiques notwithstanding, Epstein et al.'s uniqueness in the transitions
literature is to propose a "trichotomization" of the polity scale over the intervals [-
10, 0], [+1, +7], and [+8, +10]. They estimate the probability of a transition from
dictatorship to democracy and the probability of a transition from partial
democracy to democracy. They also consider breakdowns of democracy, estimating
the probability of a transition from democracy to either partial democracy or
dictatorship.

Epstein et al. emphasize two main aspects of their findings: (1) that they have
"demonstrated that higher incomes per capita significantly increases the likelihood
of democratic regimes, both by enhancing the consolidation of existing democracies
and by promoting transitions from authoritarian to democratic systems"; and (2)
that the category of "partial democracies" emerges from their analysis "as critical to
understanding democratic transitions."8 According to them, "These are 'fragile’

56 See Monty G. Marshall and Keith Jaggers, Polity IV Project: Political Regime Characteristics and
Transitions, 1800-2000 (www.cidcm.umd.edu/inscr/ polity/), cited in James Raymond Vreeland,
"The Effect of Political Regime on Civil War: Unpacking Anocracy," Journal of Conflict Resolution 52,
no. 3 (2008): 401-25

57 To be clear, we view the Polity data collection project as an admirable effort, and take issue with
the ways in which the data have been combined and employed in the transitions literature and
political science more generally. The conceptualization, transparency, and quality of the Polity data
are superior to that of another oft-used measure, Freedom House. The Freedom House measure of
political regime has so many problems, there is not space here to address them all. Chief among the
problems are: (1) numerous component variables are conflated into the measure in an ad hoc
manner; (2) the data for the separate component variables are not publicly available; and (3) the
coding rules change from year to year, and prior years are not updated according to the new rules,
rendering the variable useless for cross-temporal work (e.g., regime dynamics). See Gerardo L.
Munck and Jay Verkuilen, "Conceptualizing and Measuring Democracy: Evaluating Alternative
Indices," Comparative Political Studies 35, no. 1 (2002): 5-34; Vreeland, "The Effect of Political
Regime on Civil War: Unpacking Anocracy”; and Cheibub, Gandhi, and Vreeland, "Democracy and
Dictatorship Revisited." In defense of the organization that produces the Freedom House measure, its
primary purpose is not scholarship but rather the advocacy of "freedom.” Serious scholars of political
regime should avoid Freedom House.

58 Epstein et al., "Democratic Transitions," p. 566.
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democracies, or perhaps 'unconsolidated democracies." Whatever one wishes to call
them, they emerge from our analysis as critical to the understanding of democratic
transitions. More volatile than either straight autocracies or democracies, their
movements seem at the moment to be largely unpredictable. One of our major
conclusions, then, is that it is this category--the partial democracies--upon which
future research should focus.">°

What are partial democracies? For Epstein et al, as we have seen, partial
democracies are political regimes that score between +1 and +7 in the polity
measure. They justify the decision to partition the polity measure in this way by
arguing the following: there are no cases of a country with a total score of 7 or
below and a maximum value in any of the five component measures; the
classification "correspond|s] well with those employed by others"; and the analysis
"is robust to changes in the cut points."®0 This last point is precisely the problem.
Their findings with respect to "partial democracies" are robust to all different cut
points of the polity measure, making their findings too robust to provide any real
analytical traction over their question.

To explain, following the Epstein et al. suggestion to focus research on "the partial
democracies," we expand the cut points in step-by-step increments from the [+1, +7]
interval all the way out to the [-9,+9] interval. Thus, partial democracies are
variously defined to encompass as few as 811 observations (when the polity
interval is [+1, +7]) and as many as 4,503 (when the polity interval is [-9, +9]). It
turns out that no matter what interval we use, the qualitative findings reported by
Epstein et al. do not change. Most importantly, the estimate of the impact of
economic development on the probability of a transition toward democracy always
remains positive and significant (and actually larger) as the definition of partial
democracies expands. The effect of economic development on the survival of
democracy is also positive and significant as long as the upper bound of partial
democracy is +8 or lower.

When full democracies are coded as the cases scoring +10, and autocracies as the
cases scoring -10, the effect of economic development on the survival of democracy
is positive but not significant, whereas the effect of economic development on the
emergence of democracy is both positive and significant. Recall that the latter really
indicates the effect of per capita GDP on transitions from autocracy or partial
democracy to full democracy. An examination of the data demonstrates that many of
the cases included as partial democracies in the more expansive definitions violate
whatever conceptual understanding one may have of these political regimes. There
is certainly no consensus in the literature. Hegre et al. consider the full scale of
polity in their analysis of middle regimes, estimating their significance
parametrically, while Fearon and Laitin define the middle interval as running [-5,

59 Ibid.
60 Ibid., p. 555.
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+5].61 Yet, in the Epstein et al. analysis, the key result holds no matter what cut
points are used. Ironically, we thus lose analytical traction over the question of
midlevel regimes. There are, it seems, situations in which coefficients can be just too
robust for them to be of any use.

We suggest that careful, conceptually driven, dissection of the polity index is
required to understand what is going on in the data. Of the many aspects of
democratization conflated in the measure--political violence, constraints on the
chief executive, the selection of rulers--we need to understand which ones are
correlated with economic development and whether the correlation is driven by the
emergence and/or the survival of democracy. Until such a better understanding of
the findings of Epstein et al. appears, we remain unconvinced.

We conclude that economic development does not exert a strong effect on
democratization, though we find convincing its strong impact on democratic
survival. This proposition has been recently further corroborated by an analysis of
the emergence and survival of democracy in which the impact of fifty-eight other
factors were analyzed for robustness. After evaluating 1.7 million regressions of the
emergence of democracy and 1.4 million for the survival of democracy, Gassebner et
al. concluded that per capita income is not among the most robust determinants of
the transition to democracy, but that it is one of three robust factors accounting for
the survival of democracy.6?

In our view, the best statistical techniques and the best data collection efforts have
not been sufficient to generate convincing evidence that the effect of economic
development on democratization is substantively significant. True, there is an effect,
in the sense that estimated coefficients are positive and, at times, statistically
significant. Under some specifications, the effect is curvilinear--development
destabilizes middle-income dictatorships but not very poor or very rich ones. But in
no case is the effect of economic development--as measured by per capita income--
consistent with what would be expected if modernization theory, in any of its
incarnations, were true.

When it comes to the emergence of democracy, there are some cases that conform
to proposition 1 (economic development goes along with democratization), some
that conform to proposition 2 (economic development goes along with the

61 Havard Hegre, Tanja Ellingsen, Scott Gates, and Nils Petter Gleditsch, "Toward a Democratic Civil
Peace? Democracy, Political Change, and Civil War, 1816-1992," American Political Science Review
95, no. 1 (2001): 33-48; James Fearon and David Laitin, "Ethnicity, Insurgency, and Civil War,"
American Political Science Review 97, no. 1 (2003): 75-90.

62 Gassebner, Lamla and Vreeland, "Extreme Bounds of Democracy." Interestingly, Gassebner et al. do
find evidence that a positive change in per capita income is associated with the survival of
dictatorships. So, economic growth actually prevents the emergence of democracy, which goes
directly against proposition 1 and may be somewhat consistent with proposition 2. For a thorough
empirical and theoretical investigation of this phenomenon, see Quinn, "Democracy and International
Financial Reform."
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entrenchment of autocracy), and many other cases where we observe little change
at all. The lack of a clear relationship may be due to a lack of a causal connection
between economic development and democratization, but it also may be because
the causal connection is more complex than scholars have thus far analyzed.
Economic development may unleash both prodemocracy forces and also
undemocratic forces. Democratizing forces may include increasing levels of
education and labor processes that become too complex to be controlled by an
autocracy; it may also include a diverse civil society that is simply too strong to be
dominated through autocratic forms of control. Undemocratic forces may include a
growing insecurity among the winners from economic development who fear the
expropriation of their gains, increasing inequality resulting in a growing sentiment
of relative deprivation among labor and the poor, and an increase in factionalism
across society too deep for peaceful elections. If economic development can
simultaneously lead to both prodemocratic and undemocratic forces, we may not
observe a consistent, prevailing movement in favor of democracy. Nevertheless, this
does not mean that development is necessarily neutral with respect to
democratization--we may need to further break down its effects, sorting out the
democratic and undemocratic forces. Theoretical models such as those of
Rosendorff, Boix, and Acemoglu and Robinson are helpful in identifying how these
forces may interact.®3 Yet, as for testing these theories, unfortunately history has not
given us sufficient data to work with, as the work by Boix and Stokes demonstrates.
Still, we look forward to future research along these lines.

In the meantime, PACL's statement, in our view, still stands: "The conclusion
reached thus far is that whereas economic development under dictatorship has at
most a non-linear relationship to the emergence of democracies, once they are
established, democracies are much more likely to endure in more highly developed
countries."64

5. Country-Specific Effects and Spurious Correlation

Given all that has been written about the relationship between development and
democracy, proposition 4, put forward by Acemoglu, Johnson, Robinson, and Yared
is a radical one: the relationship between democracy and development is spurious.®®
In other words, there is no causal connection between democracy and development
at all. Development causes neither the emergence nor the survival of democracy.
The apparent connection between democracy and development is really driven by
other factors, which independently cause both.

63 Rosendorff, "Choosing Democracy"; Boix, Democracy and Redistribution; and Daron Acemoglu and
James Robinson, Economic Origins of Dictatorship and Democracy (New York: Cambridge University
Press, 2005).

64 Przeworski et al., Democracy and Development, p. 103.

65 Daron Acemoglu, Simon Johnson, James Robinson, and Pierre Yared, "Reevaluating the
Modernization Hypothesis," unpublished manuscript, Cambridge, 2007; Acemoglu et al., "Income and
Democracy."
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Focusing on former European colonies, Acemoglu and his colleagues argue that the
institutional structure built at the moment of colonization (which they see as a
“critical juncture” in the history of these countries) created divergent development
paths, which persisted through time: one path was characterized by economic
failure and repressive forms of governments, whereas the other was characterized
by economic success and democratic forms of government (in particular, forms of
government that impose constraints on the executive power). Once these divergent
paths are taken into consideration, they claim, the relationship between
development and democracy disappears: development is related neither to the
probability of transition to democracy nor to the sustainability of democracy.

This is an exciting proposition--it challenges everything that has been said about the
relationship between economic development and democracy by social scientists in
the past fifty years. It is also a proposition that is based on an empirical claim that is
not necessarily valid.6®

Acemoglu and his colleagues argue that the reason previous studies have found a
significant effect of economic development on transitions to and away from
democracy is that they failed to take into consideration the impact of country-
specific factors on both income and democracy. These factors, they argue, are
historical in the sense that they are the result of events (critical junctures) that took
place in a country's distant past and whose implications are still felt today because
"institutions have a tendency to persist."®” They address this issue by estimating
models of regime transition including country fixed effects and find that, once this is
done, the impact of per capita income disappears entirely: it matters neither for the
emergence of democracy nor for the survival of democracy.

66 Furthermore, the proposition is based on data that have been questioned. The data Acemoglu and
his associates use to support their claim about the importance of critical junctures, specifically the
critical juncture represented by the onset of European colonization of the rest of the world, are not
entirely free of problems. There is an ongoing debate regarding Acemoglu's coding decisions, which
we want to avoid here. Albouy, probably the most systematic of the critics of their data efforts, calls
attention to the fact that there may be a bias in the coding decisions of the settler mortality rates
toward assigning high values to countries that have "bad" institutions today; David Albouy, "The
Colonial Origins of Comparative Development: An Investigation of the Settler Mortality Data," Center
for International and Development Economics, Berkeley, 2006, Paper C04'138. For the beginning of
the debate, see Daron Acemoglu, Simon Johnson, and James Robinson. "The Colonial Origins of
Comparative Development: An Empirical Investigation,” American Economic Review 91, no. 5
(2001): 1369-1401. See Daron Acemoglu, Simon Johnson, and James Robinson, "Reply to the Revised
(May 2006) Version of David Albouy's 'The Colonial Origins of Comparative Development: An
Investigation of the Settler Mortality Data," unpublished manuscript, Cambridge, 2006, for their
reply to Albouy's charges. For a different critique, see John R. Freeman and Dennis P. Quinn, "The
Economic Origins of Democracy Reconsidered," paper presented at the annual meeting of the
American Political Science Association, Boston, MA, 2008.

67 Acemoglu et al.,, "Reevaluating the Modernization Hypothesis," p. 5.
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A country "fixed effect" may be due to any of a large number of a country's
attributes that are fixed over time.® While political regime and economic
development are examples of attributes that may change over time for most
countries, other attributes of the country are more fixed (with some notable
exceptions), such as its date of independence, the characteristics of the founding
population, the language, the borders, its geographic features, its latitude and
longitude, and the list goes on®°. Because these features do not vary over time, it is
hard to disentangle which one or ones may have causal power in a given setting.
Typically, scholars use a "fixed effects model" as a diagnostic to test the robustness
of their findings and remain agnostic as to which specific attribute of a country the
fixed effects may really be capturing. Acemoglu et al. take their analysis a step
further, however, speculating as to the precise causal mechanism that the fixed
effects capture.

Acemoglu et al. support their claim that these fixed effects capture the historical
events that took place around critical junctures by showing that they, the country
fixed effects, are themselves correlated with variables that are correlated with the
institutional structures created at the moment of European colonization and the
development paths that countries subsequently embarked on. Specifically, the
country fixed effects are correlated with settler mortality rates at the time of
colonization, indigenous population density in 1500, the average constraint on the
executive in the country's first ten years after independence,’® and the date of
independence. The intuition behind their argument is that two major contributors
to democratization are the strength of civil society and the structure of political
institutions (meaning the constraint on the executive branch of government), and--
because of exogenous factors--these developed the furthest in western Europe.
Where western Europeans settled in large proportions and survived, so did their
civil society and institutions. These factors contributed to both economic prosperity
and democratization.

The estimates of country fixed effects thus play a crucial role in the analysis of
Acemoglu and colleagues; these estimates are used not only to eliminate the
findings that per capita income causes democracy to emerge and survive but also to
support their alternative claim that what really matters is the developmental path
that countries embarked on at the moment of European colonization.

Yet a problem with the country fixed effects approach is that we really cannot
distinguish the civil society and institutions that settlers bring with them from any

68 To ground this discussion in more of a statistical jargon, a "fixed effects" model is equivalent to
including a separate variable that uniquely indentifies each country. So, if there are 135 countries in
the sample, 134 additional variables are de facto included to "control” for the "Algeria" effect, the
"Angola" effect, and all the way down to the "Zambia" effect, and the "Zimbabwe" effect.

69 It is probably important to emphasize explicitly that the list goes on. We want to be clear that this
is far from an exhaustive list.

70 The data on this factor actually come from one of the components of the POLITY measure of political
regime.
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other factor associated with the country, such as its resource endowment, latitude
and longitude, size, and strategic importance.

Even more problematic for the country fixed effects approach is that many countries
in the period under study (1950-90) did not experience any political regime change.
They spent the entire period either as democracies or as dictatorships. Because they
do not vary over the periods in which they are observed, these cases effectively do
not count when a country fixed effects approach is employed. One can think of the
problem this way: what is the probability of observing a transition to democracy
given that a country is always observed as a dictatorship? The answer is zero. What
is the probability of observing a transition to dictatorship given that a country is
always democracy? Again, the answer is obviously zero. We appear to "learn"
nothing from these cases, so they drop out of the analysis. But do we really learn
nothing from these cases?

Note, importantly, that the countries for which there is no variation in regime are
not randomly distributed around the world: the countries that were first observed
as democracies and remained democratic during the 1950-90 period tended to be
relatively wealthy, whereas the countries that were first observed as dictatorships
and remained dictatorships during the same period tended to be relatively poor. So,
when we introduce country fixed effects, we drop key cases with respect to the
question of economic development and democracy: a large number of poor
dictatorships and rich democracies is dismissed, and the estimation of the impact of
per capita income on transition to and from democracy is disproportionately based
on observations of countries with middle levels of per capita income. Thus, given
this country fixed effects setup, the lack of a statistically significant impact of per
capita income should come as no surprise.

These issues are far from having been settled, and our goal here is simply to
recognize the importance of the proposition put forward by Acemoglu and his
colleagues and, at the same time, call attention to some of the issues that arise from
their analysis. Their work represents an important contribution to the literature on
democratization to which students and scholars should be attentive.

6. Conclusion

From our original five propositions, we reject all but the third one: that economic
development causes democracy to survive. We accept proposition 3 in a broad sense
because the evidence is clear and convincing. As for the other propositions, we
acknowledge that there are several cases that fit each story and even some
nonrobust systematic evidence in favor of them. Yet, the preponderance of the
evidence is against them.

If development (per capita income) affects democratization, its status is not
privileged with respect to other factors that may also affect democratization--past
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democratic breakdowns, participation in international organizations, short-term
economic performance, natural resources, the ethnic composition of the population,
historical legacies, diffusion, and so on.”! Yet development does appear to sustain
democracy: countries that democratize at higher levels of development are virtually
certain to continue living under democracy, whereas countries that democratize at
lower levels of development still face significant odds that democracy will be
overthrown.

At a general level, democracy emerges either because one actor who happens to
prefer democracy is politically successful or because there is a balance of forces
among relevant actors so that no one can impose its preferences over the others.
There are multiple reasons why the existence of such an actor or of such a balance of
forces exists. Sometimes it is because economic development favored a democratic
actor (the working class for Rueschemeyer, Stephens, and Stephens or the middle
class for Lipset),”2 which led to the emergence of conflicts over democracy. But
other times these reasons have nothing to do with economic development: the
military government decides that the political system is too centralized and sets in
motion a process that, against its own preferences, ultimately leads to an alternation
in power via competitive elections (as occurred in Brazil); 73 or geopolitical
considerations, among others, importantly shape the decisions of the dominant
party to implement political reforms (as in Taiwan);’4 or the military, which is
unable to govern the country or win an international war of its own making, gives
up power (as in Argentina);’> or a civil war ends militarily in a way that induces
warring factions to accept power-sharing agreements,’® or neighbors and regional
partners are becoming increasingly democratic.”” Whatever the reason, there is
nothing predetermined about the outcomes of interactions revolving around the
establishment of democracy. As many analyses of democratic transitions have
demonstrated, transition games are characterized by a multiplicity of equilibria,

71 0n diffusion and democracy, see Zachary Elkins and Beth A. Simmons, "On waves, clusters, and
diffusion: A conceptual framework," Annals of the American Academy of Political and Social Science
598, no. 1, (2005): 33-51, also see Covadonga Meseguer, Learning, Policy Making, and Market
Reforms (New York: Cambridge, 2009). On globalization and democracy, see Quan Li and Raphael
Reuveny, "Economic globalization and democracy: An empirical analysis," British Journal of Political
Science 33, no. 1, (2003): 29-54.

72 Rueschemeyer, Stephens, and Stephens, Capitalist Development and Democracy; Lipset, Political
Man.

73 Bolivar Lamounier, "Opening through Elections: Will the Brazilian Case Become a Paradigm?”
Government and Opposition 19, no. 2 (1984): 167-77.

74 Bruce ]. Dickson, Democratization in China and Taiwan: The Adaptability of Leninist Parties
(Oxford: Oxford University Press, 1998).

75 Gerardo Luis Munck, Authoritarianism and Democratization: Soldiers and Workers in Argentina,
1976-1983 (University Park: Pennsylvania State University Press, 1998); Terry Karl, "Dilemmas of
Democratization in Latin America," Comparative Politics 23, no. 1 (1990): 1-21.

76 Bumba Mukherjee, "Why Political Power-Sharing Agreements Lead to Enduring Peaceful
Resolution of Some Civil Wars, but Not Others?" International Studies Quarterly 50, no. 2 (2006):
479-504.

77 Daniel Brinks and Michael Coppedge, "Diffusion Is No Illusion: Neighbor Emulation in the Third
Wave of Democracy," Comparative Political Studies 39, no. 4 (2006): 463-89.
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including the establishment of a democratic regime and the perpetuation of an
authoritarian one.

Thus, democratization is the product of many causes, and it is inherently uncertain.
Should we then give up on theorizing about it? The answer, of course, depends on
what we mean by theorizing. If the goal is to generate a theory that is able to
unambiguously answer why democracies emerge and, on the basis of this answer,
generate predictions about when it will emerge, we find that theorizing is doomed,
and we should just as well go do something else. If, however, the goal is to identify
different mechanisms for the emergence of democracy and characterize the
conditions under which these mechanisms are more or less likely to operate, then
we have a long and, we hope, fruitful agenda in front of us.
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