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Figure 1 0.1 Democracy in the world, 1960-1994.

Source: Barro 1996.
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1o a low point of 0.44 in 1975, and rose subsequently to 0.58 in 1994, An important
element behind this pautern is the experience in sub-Saharan Alrica, Many of these
countries began with democratic institutions when they became independent in the early
1960s, but most had evolved into nondemocratic states by the early 1970s. More recently,
the extent ol democracy in Africa and elsewhere has increased somewhat.

The net effect of more political freedom on growth is theoretically ambiguous. The
quantitau've analysis indicates that the overall effect is weakly negative but not statistically
dillerent from zero. There is some indication of a nonlinear relation in which more
democracy raises growth when political freedoms are weak but depresses growth when
a2 moderate amount of freedom has already been attained.

A story behind this relationship is that limitations on the ruler’s power are the critical
concern for an absolute dictatorship; hence, in this region, more democracy is positive
for growth.When political freeclom rises above a certain level — corresponding roughly
in the empirical analysis to the situation of Mexico or Taiwan in 1994 - then further
expansions of democracy create great pressure for social programs that redistribute
wealth, These programs dilute incentives for investment and work effort and are therefore
adverse for growth.

Democracy may also influence growth indirectly by affecting some of the variables
that the statistical analysis holds constant. For example, democracy might stimulate female
education (by promoting equality among the sexes), which in turn reduces fertility and
infant mortality and thereby promotes growth. However, if fertility and female schooling
are not held constant, then the overall effect of democracy on growth is still negative.

Another possibility is that democracy encourages maintenance of the rule of law.
Although tests of this hypothesis are hampered by the limited availability of data on the
rule-of law concept, the information available suggests that, if anything, democracy is a

moderate deterrent to the maintenance of the rule of law, This result is not surprising
because more democracy means that the political process allows the majority to extract
resources legally from minorities (or powerful interest groups to extract resources legally
from the disorganized majority).

Good theories of why democracy expands or contracts seem to be missing. A look at
the data suggests, however, that countries at low levels of development typically do not
sustain democracy. For example, the political freedoms installed in most of the newly
inlependent African states in the early 1960s did not last. Conversely, nondemocratic
places that experience substantial economic development have a tendency to become more
democratic - for example, Chile, Peru, Korea, Taiwan, Spain, and Portugal.

Formal statistical analysis demonstrates that countries with higher standards of living
- teasured by real per capita GDP, infant mortality, and male and female schooling -
480l to approach higher levels of democracy over time. For example, a nondemocratic

with a high standard of living is predicted to become more democratic in the future.
versely, a democratic country with a low standard of living is expected to lose political
FIERLs over time,
P The results can be used to forecast changes in the level of democracy from the last
observed, 1994, into the future. Table 10.1 displays the cases of especially large
ted changes in democracy from 1994 to 2000. The group with large anticipated
i on the left side of the table, includes some countries that had virtually no political
= :‘ |9r94- Sﬂ.me of lhcsta are among the world’s poorest countries, such as Sudan
8, for which the projected level of democracy in 2000 is also not high. These
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Table 10.1 Countries {orecasted to experience major changes in democracy: Projected
to be more democratic
Country Democracy 1 994 Democracy 2000
Indonesia 0.00 0.43
Bahrain 0.17 0.52
Hong Kong 0.33 0.67
Algeria 0.00 0.33
Syria 0.00 0.32
Singapore 0.33 0.61
Iran 0.17 0.41
Yugoslavia 0.17 0.41
Sudan 0.00 0.24
Gambia 0.00 0.24
Mexico 0.50 0.72
Tunisia 0.17 0.38
Iraq 0.00 0.21
Swaziland 0.17 0.35
Fiji 0.50 0.69
Sri Lanka 0.50 0.67
Peru 033 0.51
Turkey 0.33 0.50
Dominican Republic 0.50 0.66
Japan 0.83 0.98
Malawi 0.83 0.33
Mali 0.83 0.44
Benin 0.83 0.51
Zambia 0.67 0.35
Guinea-Bissau 0.67 0.35
Mozambique 0.67 0.36
Central African Republic 0.67 0.37
Niger 0.67 0.38
Bangladesh 0.83 0.56
Bolivia 0.83 0.58
Hungary 1.00 0.81
Pakistan 0.67 0.48
Mauritius 1.00 0.81
Papua New Guinea 0.83 0.66
South Africa 0.83 0.66
Botswana 0.83 0.66
Congo 0.50 0.36
Source: Barro 1996, ]
index in 1994 is the valuc derived from the categories of Pﬂlilic"]
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