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Abstract:


Research has proposed the idea that developing countries may have greater economic growth under authoritarian regimes and other research has been contradictory.  Using economic data and Freedom House scores, for developing countries, a qualitative analysis is conducted to find evidence that supports the authoritarian state - economic growth analysis.  Since 1980, in developing countries, economic growth has coincided with movements towards greater rights and liberties.  


(1) Can political repression bring about economic growth?  (2) Does economic growth, in authoritarian states, lead to political rights?  (3) Do political rights and civil liberties slow down economic growth in authoritarian states?

The correlation between democracy and economic growth has been analyzed by many different authors. The findings have not been entirely conclusive.  More recent research has reviewed articles and tested the questions posed by authors, such as Sirowy and Inkeles (Helliwell 225, Nelson 677-678, Leblang 453, de Haan 339), that found the earlier research is not consistent with one another or they show, in developing countries, that democracy may reduce economic growth.

This, more recent research, found a strong, positive correlation between economic growth and democracy.  As the level of per capita GDP rises, democracy becomes more likely. (Helliwell 246, Leblang 454, Scully 652)  Though Helliwell found this result, he also found “… a negative direct effect of democracy on subsequent economic growth,” but”…this negative effect was statistically non-significant and appeared to be offset by indirect positive influences flowing from investment and education.” (Helliwell 246)  The question of the negative affect of democracy on economic growth was also researched by Quinn and Wooley.  They hypothesized that…

“economic policy in democracy is risk avoiding relative to policy in nondemocracies. Because voters are risk-averse, they penalize governments for economic volatility, and democratic governments respond accordingly. In nondemocracies, we posit that elites are more likely to seek risk that voters would reject. Consequently, autocracies produce systematically more economic volatility than do democracies.” (Quinn 634-635)


They conclude that the risk aversion of voters may lead to “institutions of economic management.” (Quinn 635)  On the other hand, one set of authors did find “in Asia, political repression and [economic] growth are positively correlated.” (de Haan 348)  Though, they found, in other regions, a negative correlation.  

The direction of the subsequent research brings up a couple of questions that should be retested with more recent data.  After testing these questions with the variables similar to those used by previous authors, I will find how closely they produce results previous authors had found and, consequently, expand on the previous research.
Methodology

The variable used to ascertain the level of liberty in a given state was taken from the Freedom in the World Historical Rankings. (Freedom)  These rankings were produced by Freedom House and have been used by many articles as the numerical basis for liberty variables amongst states.  For the purposes of this research, only states that had Political Rights scores and Civil Liberty scores, from 1980-2006, were used.  These scores were averaged over five periods.  Each period of Political Rights and Civil Liberty scores were added together and divided by two to ascertain an overall liberty score for the states studied.  This measure was used instead of the overall Freedom House score because it was a scale from 1-7, with 1 being the most liberty, instead of the scale of 1-3 that the Freedom House score uses for overall liberty.  According to the Freedom House formula: 1-3 is considered “Free,” 3-5.5 is considered “Partially Free,” and 5.5-7 is considered “Not Free.”
Table 1: Correlation between Overall Liberty Score and Overall Freedom House Score

(Pearson’s R)

1980-1984
     1985-1989

1990-1994
     1995-1999

2000-2006

.895*

     .874*

.895*

     .878*

.895*
* Sig @ .01


Most of the other variables were economic.  GDP, annual percentage change in inflation, GDP deflator, and annual change in GDP were taken from the International Monetary Fund’s World Economic Outlook Database for October 2007. (World)  The capital inflow and capital stock variables were taken from the United Nations Conference on Trade and Development (UNCTAD). (United)  These variables, like the liberty ones, were averaged over the five periods.

The literacy and public school attendance variables were taken from the United Nations Statistics Division. (Common)  These variables were used as control variables, but statistics were not available for all periods.
Questions
(1) Can political repression bring about economic growth?

Hypothesis: If political repression increases, there can still be economic growth.  To find a correlation between political repression and economic growth, a simple linear regression was used.  First, all states that were considered “Free” by Freedom House in any year, from 1980-2006, were excluded from the sample.  This sample included states that were considered “Partly Free” and “Not Free.”

A regression was also run on the eighteen states that were “Not Free” for the duration of 1980 through 2006 and for the forty-five “Partly Free” that remained.  The tables aren’t shown, but there are a couple significant findings.  The major one is that there is an opposite trend with regards to literacy.  A significant level was found in the 1980- 1984 and 1985- 1994 periods that were a negative correlation.  This would mean that, from 1980-1989, states with greater authoritarian traits had a greater literacy level in the population.  After this period, there is no significance between liberty and literacy in the “Not Free” variable set.  The other significant correlations occur during the 1985- 1989 period.  Capital stock, GDP, and change in GDP were all found to be significant at the .05 level.  There are no other significant correlations amongst the other periods and variables.


Regressing the “Partly Free” data set, the only significant variables were the GDP Deflator during the 1985-1989 period and the literacy variable amongst all the periods which it was used.
Table 2: Regression with “Partly Free” and “Not Free” Together as Dependent




1980-1984
 1985-1989
  1990-1994
   1995-1999
    2000-2006




b, Beta

 b, Beta
  b, Beta
   b, Beta
    b, Beta

GDP Deflator

-.002, -.115
 -.003, -.332**
7.947e-5, .077
   5.472e-6, .099
    5.563e-6, .224
GDP

        
.002, .112          
 .006, .374*
.000, .043
   .001, .142
    .004, .387
Inflation                  
-.009, -.169       
-6.474e-5, -.052
-1.587e-5, -.047
   -2.917e-5, -.005    .007, .265
Capital Inflow
        
.000, -.114         
.000, -.571**
-2.110e-5, -.047
   -7.697e-5, -.005
    .000, .295
Capital Stock          
2.929e-7, .001
7.844e-6, -.052
8.267e-6, .073
   -1.777e-5, .352
   -3.866e-5, -.797
Illiteracy (Pri Comp)
.013, .334*
.007, .168
2.285, .890**
   2.048, .846**
   (.012, .267)
% Change GDP      
-.012, .734
.051, .186
.030, .136
   .011, .065
   .102, .279
R Square

.163

.318**

.843**

   .799**

   .265

(Primary completion rate was used in place of level of illiteracy because data was not available for literacy.)

* Sig @ .05, ** Sig @ .01
(2) Does economic growth, in authoritarian states, lead to political rights and civil liberties?


Hypothesis: If economic growth is positive, then political rights and civil liberties will be increased.  A trend can be deduced amongst those states, in the set used for the regression in Table 2, that have had positive growth in all five periods.  In other words, these states have had sustained and positive average GDP growth.  In the 1980- 1984 period, fourteen out of thirty-four states were “Not Free.”  In the 2000- 2006 period, there were sixteen states that were “Not Free.”  Sixty-one of these states had positive average growth over the entire 1980- 2006 period.  Of these, thirty-four were “Not Free” in the 1980- 1984 period and twenty-eight were “Not Free” in the 2000-2006 period.  

A regression of average growth over 1980 to 2006 and the average liberty score found that there is a positive correlation, amongst these partly and not free states, between liberty and level of growth, but it is only significant at the .076 level and has a R Square of only .051.

To see if there is a different overall trend amongst all states that have economic growth and Freedom House data, I broaden the data set.
Table 3:  138 states have positive average growth over 1980- 2006



“Free”

“Partly Free”

“Not Free”

1980- 1984

44

49


45

2000- 2006

76

34


28

Table 4:  87 States have positive average growth in each of the five periods
between 1980 and 2006




“Free”

“Partly Free”

“Not Free”
1980- 1984

35

31


21
2000- 2006

44

26


17
(3) Do political rights and civil liberties slow down economic growth in authoritarian states?


Hypothesis: If political rights and liberties are made stronger in authoritarian states, then economic growth will reduce.  Using the states that were regressed for Table 2, states that had positive change in the liberty variable, between the 1980- 1984 period and the 2000- 2006 period, were regressed with the average change, over 1980- 2006, in economic growth rates.  When regressed, no significant correlation was found between change in liberty and change in growth.
Table 5:  Regression with Average GDP Growth Rate






b

Beta

R Square
Sig

Negative Change in Liberty


.347

.175

.031

.286

(Greater Liberty)


To find out if there is a slowing of economic growth, the difference between the average GDP growth rate, in the 2000- 2006 period and the 1980- 1984 period, is regressed with the change in liberty.

Table 6:  Regression with Change in Liberty (negative equates to greater liberty)





b

Beta

R Square

Sig

Difference in 

Average GDP Growth


-1.912

-.425

.181


.007

Analysis
(1) Can political repression bring about economic growth?

Although there is no correlation between economic growth and authoritarianism, economic growth does occur under authoritarian states.  Sustained economic growth occurs under authoritarian states.  When looking at purely “Partly Free” and “Not Free” states, at least two states that have had sustained GDP growth between 1980 and 2006, have moved to the “Not Free” political condition.  Two states that have become more authoritarian had sustained GDP growth.  So, the bottom line is that, yes, political repression can bring about economic growth over the long and short term.

(2) Does economic growth, in authoritarian states, lead to political rights?


The overall trend of states with economic growth, in the short and long term, is the increase of political rights and civil liberties.  Whether the growth is accumulative, over 1980- 2006, or sustained, over the same period, the overall world trend is fewer “Partly Free” and “Not Free” states and more “Free” states.  Although there is no direct correlation between economic growth and change in political rights, the overall trend, amongst states with positive GDP growth, is to increase political rights and civil liberties.

(3) Do political rights and civil liberties slow down economic growth in authoritarian states?


Over the long term, there is no evidence that political rights and civil liberties, in authoritarian states, slow down economic growth.  Although 5% of authoritarian states have a negative long term change in GDP, there are 95% that have a positive long term change.  Also as greater political rights and civil liberties are achieved, there is no indication of a slowing of economic growth.  There is a significant positive correlation between the differences in GDP growth, between the periods of 1980- 1984 and 2000- 2006, and the rise in political rights and civil liberties.

Conclusion

First, the only significant variable that directly correlates to liberty is literacy.  “Partly Free,” authoritarian states, with higher literacy levels are those with greater political rights and civil liberties.  Second, over the long run, authoritarian states that increase political rights and civil liberties will not reduce GDP growth rates.  In fact, sustained GDP growth can occur while a state substantially increases liberty.  Thirdly, over the long run, changes in authoritarian states’ political rights and civil liberties are significantly correlated with increases in the rates of GDP growth.


Overall, while earlier research was pessimistic about the prospects of authoritarian states reducing economic growth by increasing liberties, it has turned out to be not true.  Though, with increased rights and liberties, voters will hold politicians responsible for economic policy, it doesn’t mean that economic growth will be harmed.  While there is no direct correlation between them, one observation is true.  Over the past three decades, the world has seen an increase in civil liberties and political rights while many states have had sustained economic growth.  If this trend continues, most of the world is decades away from being designated as “Free”.
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