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I
Overview

e What is theory?
® Does economic development cause democratization?

e Economic Modernization Theory
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What is theory?
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-
What theory is

A theory is a statement that attempts to explain the relationship

between two or more phenomenon.

A theory requires a causal explanation.

A causal explanation requires a mechanism which relates how one
phenomenon is related to another.
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What theory is

Suppose a person wants to make an argument.

It is insufficient to merely state the expectation that A leads to B. That
is a hypothesis.
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What theory is
A theoretical argument requires explanation.

why

causal
mechanism

The causal mechanism explains why A leads to B.
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-
An example

Example argument: development causes democratization because

¢ Development alleviates demands for income which allows
citizens to prioritize political demands.

® Protests occur when large groups of citizens share similar
demands.

* Protests can overthrow governments.
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-
What theory is

The argument contains multiple causal mechanisms.

Econ
development > Political demands |$ Protests CL> Regime change E>Democratization

The multiple mechanisms form a causal chain.

The causal chain is the theoretical argument.
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Alternative theoretical arguments

Researchers may have different ideas for why A leads to B.

Multiple causal arguments may attempt to explain the same
phenomenon.

There might be more than one causal process for why A leads to B.
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-
Hypothesis tests

Hypotheses are hypothetical statements about the factual basis of

two or more phenomenon.

Hypothesis tests evaluate the validity of theoretical arguments.

Hypotheses that are not consistent with data suggest that the
theoretical argument does not explain the phenomenon.
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Does economic development cause democratization?
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Przeworski, A., & Limongi, F. (1997). Modernization: Theories and
facts. World Politics, 49(2), 155-183.
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-
Research question

Does economic development lead to democracy?

The paper investigates this question in two ways:
¢ Does economic development cause democratization?

¢ Does economic development reduce democratic failure?
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===
Importance of the research question

Lipset (1959) first stated that democracy and development are
correlated.

Many studies since have sought to understand this relationship

But the literature does not have a consensus.
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FIGURE 1
PROBABILITY THAT A REGIME 1S DEMOCRATIC, BY PER CAPITA INCOME

*1985 PPP USD-purchasing-power parities in U.S. dollars.
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===
Two potential arguments

Endogenous explanation: development causes democratization.

Exogenous explanation: development does not cause
democratization. Instead, democratic regimes are less likely to fail as
development increases.

Endogenous means to be caused by something internally
(development). Exogenous means to be caused by an external factor
(something other than development).
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Economic Modernization Theory

Economic development creates differentiation in social structures.

Politics is no longer linked to the regime because citizens have
independent interests and income.

Causal chains include: industrialization, urbanization, education,
communication, mobilization, and political incorporation.

These arguments are borrowed from from Lipset (1959)
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A brief primer on Lipset (1959)
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A, Indices of Wealth

Per Capita Thousands Persons Telephones Radios Newspaper
Means Tncome? of Persons Per Motor Per 1,000 Per 1,000 Copies Per
in § Per Doctor®  Vehiclet Personss Persons® 1,000 Persons?

European and English-speaking

Stable Democracies 695 .86 17 205 350 341
European and English-speaking

Unstable Democracies and

Dictatorships 308 1.4 143 58 160 167
Latin American Democracies

and Unstable Dictatorships 171 2.1 99 25 85 102
Latin American Stable Dictator-

ships 119 4.4 274 10 43 43

Ranges

European Stable Democracies 420-1,453 .7- 1.2 3-62 43-400 160-995 242-570
European Dictatorships 128- 482 .6- 4 10-538 7-196 42-307 46-390
Latin American Democracies 112- 346 .8~ 3.3 31-174 12- 58 38-148 51-233
Latin American Stable Dictator-

ships 40~ 331 1.0-10.8 38428 1- 24 4-154 4-111

Source: Lipset (1959)
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B. Indices of Industrialization

Percentage of Males

Per Capita Energy

Means in Agricultured Consumed?
European Stable Democracies 21 3.6
European Dictatorships 41 1.4
Latin American Democracies 52 .6
Latin American Stable Dictatorships a7 .25

Ranges
European Stable Democracies 646 1.4-7.8
European Dictatorships 16-60 .27-3.2
Latin American Democracies 30-63 .30-0.9
Latin American Stable Dictatorships 46-87 .02-1.27

Source: Lipset (1959)
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C. Indices of Education

Primary Education Post-Primary Higher Education

Means P&Zi?;::ie Enrollment Per Enrollment Per  Enrollment Per
1,000 Persons!t 1,000 Persons!? 1,000 Personst?

European Stable Democracies 96 134 44 4.2
European Dictatorships 85 121 22 3.5
Latin American Democracies 74 101 13 2.0
Latin American Dictatorships 46 72 8 1.3

Ranges
European Stable Democracies 95-100 96-179 19-83 1.7-17.83
European Dictatorships 55— 908 61-165 8-37 1.6-6.1
Latin American Democracies 48— 87 75-137 7-27 .7-4.8
Latin American Dictatorships 11- 76 11-149 3-24 .2-3.1

Source: Lipset (1959)
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D, Indices of Urbanization

Per Cent in Per Cent in Per Cent in
Means Cities over Cities over Metropolitan
20,0001 100,000= Areas!t
European Stable Democracies 43 28 38
European Dictatorships 24 16 23
Latin American Democracies 28 22 26
Latin American Stable Dictatorships 17 12 15
Ranges
European Stable Democracies 28-54 17-51 22-56
European Dictatorships 12-44 6-33 7-49
Latin American Democracies 11-48 13-37 1744
Latin American Stable Dictatorships 5-36 4-22 7-26

Source: Lipset (1959)
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A summary argument of Economic Modernization Theory

Economic development can influence democratic norms.

¢ When the stakes of elections have less material importance,
groups tend to tolerate outcomes more readily.

® Partisan interests over redistribution become moderated.

e Economic development also de-emphasizes nepotism because
opportunities are more available.
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Back to Przeworski and Limongi (1997)
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-
Endogenous democratization

The endogenous explanation is that economic development causes
democratization because of mechanisms within Economic
Modernization Theory.

Development creates industrialization, improves technology, and
increases incomes.

Laborers and workers demand democratic rights.

Protests become more effective because of better communication
and transportation.
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-
Exogenous democratization

The exogenous explanation suggests that development does not
cause democratization. Rather, democracies are more likely to
survive as development increases.

Dictatorships fail for many reasons.
® A uniquely important leader dies.
e Economic crisis.

® Foreign pressure.

Economic Modernization Theory suggests that parties are more
willing to accept election loses if the level of economic development is
higher.
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===
Empirical implications

The endogenous and exogenous explanations are both consistent
with our original empirical pattern for economic development and
democratic government.

The endogenous explanation suggests that economic development
causes democratization.

The exogenous explanation suggests that economic development
causes democratic failure.

We can use these different empirical implications to construct
hypotheses.
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-
Hypotheses

Endogenous hypothesis: An increase in the level of economic
development increases the probability of democratization.

Exogenous hypothesis: An increase in the level of economic
development decreases the probability of democratic failure.

Since these hypotheses distinguish different empirical phenomenon,
they can help us to discriminate between the validity of the two
arguments.
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-
Research design

Data on 135 democracies and dictatorships between 1950-1990.

Outcome variables:
1 Democratization (transition from dictatorship to democracy)
2 Democratic failure (transition from democracy to dictatorship)

Treatment variable: level of per capita income (GNP/population) in
1985 USD.

Method: dynamic probit (probit regression estimation with a lagged
dependent variable).
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TABLE 2
REGIME TRANSITION PROBABILITIES PREDICTED BY LAGGED
PER CAPITA INCOME AND ITS SQUARE?

Level P, P, Py e, P’ N

<1000  0.098 0.010 0.902 0.990 0.092 987
(0.125) (0.007) (0.875) (0.993) (0.053)

1001-2000  0.072 0.017 0.928 0.983 0.191 972
(0.057) (0.025) (0.943) 0.975) (0.304)

2001-3000  0.044 0.028 0.956 0972 0.388 474
(0.038) (0.028) (0.962) 0.972) (0.424)

3001-4000  0.026 0.039 0.974 0.961 0.600 336
(0.033) (0.016) (0.967) (0.984) (0.326)

4001-5000  0.015 0.047 0.985 0.953 0.758 229
(0.019) (0.049) (0.981) (0.951) (0.720)

5001-6000  0.008 0.050 0.992 0.950 0.862 191
(0.009) (0.064) (0.991) (0.936) (0.876)

6001-7000  0.004 0.047 0.996 0.953 0.921 153
(0.008) (0.063) (0.992) 0.937) (0.887)

7001- 0.0006 0.017 0.999 0.983 0.965 649

(0.000)  (0.033)  (L.000)  (0.967)  (1.000)

All 0.051 0.028 0.959 0.977 0354 3991
(0.024)  (0.021)  (0.976)  (0.979)  (0.466)

* Based on a dynamic probit model. See Appendix 2. The probabilities pl,j=A,D, k=A,D are of tran-
sitions and survival. p'y, is the equilibrium proportion of democracies. Observed transition rates (from
Table 1) are in parentheses.
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Results

The probability of transitions from democracy to dictatorship
decrease as incomes increase. (Column Pp,4 in the prior slide.)

The probability of transitions from dictatorship to democracy
increases as incomes increase, up to about $5,000 USD per capita.
Above $5,000 per capita, the probability of transitions to democracy
decrease with income. (Column P4p in the prior slide.)

Przeworski and Limongi interpret these results as supporting the
exogenous explanation while rejecting the endogenous explanation.
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-
The exogenous explanation is supported by data

Probability of
democratic
failure

Economic development

The probability that a democracy fails decreases as the level of
economic development increases.
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-
The endogenous explanation is not supported by data

Probability of
democratization

Economic development

The probability of a transition to a democracy does not continu-
ously increase with the level of economic development.
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I
Conclusions

Does economic development lead to democracy?

The paper made two different arguments, each of which were based
on Economic Modernization Theory.

The authors found that economic development does not cause
democracy, but instead helps democracies survive.

The relationship between development and democratization is more
complex than a simple linear process.
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