‘O E/MNO CRACY

?
\'A‘/\,\_NL vy A&Woc\(rcj‘

—_— vd""l-vsj
C va\,):,";v\) (’ oY

c dk{"‘)\r

yov“}" Fsyvt v th .
(TUV”’\*}"') Nl\jl YW\FJ

s Jeve C \Wineg
2D Fo (epean ] & vasdev: y
5‘}’ ¢ (l r:v JQ\/V\(J(‘VA’L"\C>

-L\\c;) “FVLL 14 v"“V7 .f‘ Wwes )’)d\\/”\‘gj

ot

Trfckyl JLWOc,r,L] w?rLL VQ’LY"'CdtJ "Fh&.v\c,;\f) L.

T‘l’?J fwtawt 2( lva\o cvo~<7 n Ve CtVVt’wJ‘LJ;

VOL. 98 NO. 3 ACEMOGLU ET AL.: INCOME AND DEMOCRACY
- Q1 G2 - Q13-4 G16-Q18- Q17 Q18- - tux
qU G10 wmus 18R BHs PN
ate BoL cev am

PNG JAM  NAM LVA EST ARG KOR

0.8

1

0.6

04
1 1

Freedom House measure of democracy
0.2

)]
!

BON- VN - ONG CHN-- ava cus BAY - QAT
T T \J ] T

o
~N

8 9
Log GDP per capita (Penn World Tables)

FIGURE 1. DEMOCRACY AND INCOME, 1990s

Notes: See Appendix Table Al for data definitions and sources. Values are averaged by coun-
try from 1990 to 1999. GDP per capita is in PPP terms. The regression represented by the fit-
ted line yields a coefficient of 0.181 (standard error = 0.019), N = 147, and R? = 0.35. The
“G™ prefix corresponds to the average for groups of countries. GOl is AGO and MRT; G02 is
NGA and TCD; G03 is KEN and KHM; G04 is DZA and LBN; GO05 is BFA, NER, and YEM:
GO6 is GAB and MYS; G07 is DOM and SLV; G08 is BRA and VEN; G09 is BWA, DMA,
POL, and VCT; G10 is HUN and URY: G11 is CRI and GRD: G12 is BLZ and LCA; G13 is
KNA and TTO; G4 is GRC and MLT: G15 is BRB, CYP, ESP, and PRT: G16 is FIN, GBR,
IRL. and NZL: G17 is AUS, AUT, BEL, CAN, DEU, DNK, FRA, ISL, ITA, NLD, NOR, and
SWE; and G18 is CHE and USA.
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As an example, let us contrast the development experience of the United States with those of
Peru and Bolivia. The United States grew rapidly during the late eighteenth and nineteenth cen-
turies and became gradually more democratic, while these Andean societies stagnated and did
not show a tendency to become democratic. Nondemocracy and stagnation in the Andes cannot
be separated; the hacienda system, based on labor repression and the control of the indigenous
Indian communities, was not conducive to industrialization and rapid growth during the nine-
teenth century. This system and its continuation, even after the abolition of formal systems of
Indian tribute and forced labor, were not consistent with democratic institutions and a relatively
equal distribution of political power within the society. This contrasts with the small-holder
society in the United States, which resulted from the process of European colonization based on
settlements in relatively empty and healthy lands. This social structure dominated by small-hold-
ers was much more consistent with democratic representation,?® which in turn was conducive
to an environment where new industries and new entrepreneurs could flourish with relatively
little resistance from established interests.?” This description suggests that beyond the impact of
income on democracy or the impact of democracy on income, we may want to think of politi-
cal and economic development taking place jointly.?,
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TaBLE 8A—DEMOCRACY IN THE VERY LONG RUN

Base sample, 1500-2000

OLS OLS OLS OLS
(1)) (] 3 @
Dependent variable is change in democracy over sample period
Change in log GDP per capita over sample period - 0.134 0.061 0.088 0.047
(0.021) (0.023) (0.020) (0.023)
Constraint on the executive at independence 0.260 0.164
(0.120) (0.064)
Independence year/100 -0.206 -0.133
(0.063) (0.036)
Fraction Muslim ~0.299 -0.233
(0.097) (0.083)
Fraction Protestant 0.191 0.180
(0.112) (0.091)
Fraction Catholic 0.155 0.117
(0.073) (0.069)
Historical factors F-test [0.02} [0.00] [0.01)
Observations 135 135 131 131
R-squared 0.20 0.34 0.40 0.45
Former colonies sample, 1500-2000
OLS OLS OLS OLS OLS OLS OLS
) 2 3) @ ()] (6) O]
Dependent variable is change in dcmocra{cy over sample period
Change in log GDP per capita over 0.136 0.067 0.099 0.057  0.081 0.025  0.029
sample period 0.019) 0.012) 0.012) (0.013) (0.027) (0.024) (0.026)
Constraint on the executive 0.189 0.189 0.166  0.167
at independence (0.072) (0.075) (0.089) (0.087)
Independence year/100 -0.190 -0.105 -0.179 -0.128
(0.032) (0.075) (0.023) (0.074)
Fraction Muslim 0.023 0.059 0.038
(0.101) (0.105) (0.088)
Fraction Protestant 0.508 0.491 0.411
(0.258) (0.154) (0.196)
Fraction Catholic 0.306 0.277 0.200
(0.130) 0.229) (0.221)
L lation density, 1500 -0.059 -0.049 -0.031
°8 popuTation censiy 0.021)  (0.022) (0.027)
Historical factors F-test [0.05) [0.00] [0.00] [0.02] [0.00] [0.00]
Observations 87 87 87 87 83 83 83
R-squared 0.20 0.30 0.33 0.37 0.25 0.34 0.38
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