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Main objective and motivation

• The political regime possibly one of the key 
institutional dimension affecting growth and 
productivity

• Take stock critically of what economists know 
about democracy and growth

• Take on board latest from political science
• Emphasis on understanding the shape of the 

democracy-growth nexus
• Motivation: current democratic backsliding, 

populist tide



Main results

• Simple paper with a simple message  

• Relationship between democracy and growth is 
causal but U-shaped 

• “Intermediate” (or hybrid) political regimes 
perform significantly worse 

• How much worse? 20 pct worse in the long run

• Why? Key channel is political instability



Stylized fact: ‘Political U’ 

Intermediate regimes generate worse economic outcomes…



The Economics of 
Democracy



Theory vs practice: Economics
• Econometric analysis favours linear/binary, but not econ 

theory!

• Acemoglu & Robinson (2008 AER): de jure and de facto 
democracies 

• Bidner, Francois & Trebbi (2014 NBER): hybrid regimes
• Mukand & Rodrik (2020 EJ): taxonomy 6 main political 

regimes  
• Acemoglu & Robinson (2022 APSR): despotic, weak & 

inclusive states 

• Theory:  associates intermediate/hybrid to (relatively) 
social unrest/political instability

• Reasoning: Political instability induces myopic behaviour 
(rent grabbing) disregarding long-term effects            



• “hybrid” regimes Diamond (2002) 
• “partial democracies” Epstein et al. (2006), 

Fearon (2011)  
• “defective democracies” Bogaards (2009), 

Croissant and Merkel 
(2019)  

• “illiberal democracies” Zakaria (1997) 
• “pseudo-democracies” Hyde (2020)
• “semi-democracies” Knutsen and Nygård 

(2015) 
• “electoral autocracies” Shevtsova (2000)

Theory vs practice: Political science



We build a data set of 162 countries over 1960-2018:

• Political variables:
• Many studies combine Polity and Freedom House with secondary 

sources or authors’ adjustments à hard to replicate. 

• We combine Polity and Freedom House (higher comparability with 
previous studies) with V-DEM (wider coverage and increasingly used).

• Economic variables: 
• GDP per capita from World Bank Development Indicators 

• Night-lights as alternative to GDP per capita

Sample construction



• It better reflects political science literature 
(‘intermediate’/‘hybrid’ regimes)

• Allows for nonmonotonicity (unlike binary variables) 
while limiting the costs of defining too many categories 
(parsimonious classification)

• Allows us to combine different sources and democracy 
measures (and, implicitly, definitions of democracy)

• More important:
It allows us to take into account ‘transitions’ (unlike 
continuous measures)

Why the trichotomy?



Transition probabilities

Democracy is the most stable regime. Autocracies and hybrid regimes have
similar exit rates. Hybrid regimes are equally likely to move to democracy or 
autocracy. Transitions from one regime to the other significant change in Polity
variable: for instance Autocracy-hybrid: from avg -7 to avg -2.4; hybrid-democracy
from 6 to 7.7.



Econometric
specification



Two main specifications:

• Simple specification (pooled OLS) that controls for time-invariant or slow-
moving country characteristics (e.g., legal origins, religion, geography, initial 
income levels) before introducing country F.E.:
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• Elegant specification (Acemoglu et al., 2019) that uses country and year 
F.E. with a dynamic structure for GDP (i.e., lags):
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Methodological framework



The ‘Political U’ in the setting of Acemoglu et al. (2019)



The ‘Political U’: unpacking country F.E. [pooled OLS] 
Table 1 Effect of Democracy and Autocracy on (Log) GDP per Capita – controlling for country slow-moving characteristics 

Dep.Var.: (Log) GDP per Capita Pooled OLS 
 (1) (2) (3) (4) (5) (6) (7) (8) 
Autocracy 5.174 8.217** 9.867*** 16.032*** 13.127*** 16.570*** 14.787*** 15.635*** 
 [3.499] [3.744] [3.651] [3.971] [3.783] [2.218] [2.180] [2.025] 
Democracy 210.329*** 209.483*** 184.274*** 205.165*** 152.642*** 31.065*** 31.908*** 39.627*** 
 [3.110] [3.116] [3.160] [3.513] [3.555] [2.374] [2.343] [2.209] 
English Legal Origin   -19.373***  37.885*** 29.176*** 34.306*** 12.857*** 
   [3.033]  [3.744] [2.193] [2.210] [2.978] 
Socialist Legal Origin   -4.721  -23.208*** -38.493*** -61.378*** -112.528*** 
   [3.989]  [6.693] [3.902] [4.645] [11.072] 
Scandinavian Legal Origin   137.115***  173.438*** 68.119*** 70.287*** 50.031*** 
   [7.263]  [13.567] [8.276] [7.979] [8.308] 
German Legal Origin   127.462***  116.915*** 51.630*** 52.226*** 44.081*** 
   [7.511]  [7.686] [4.604] [4.392] [4.623] 
Religion: Protestant, %pop    0.396*** -1.055*** -0.779*** -0.623*** -0.490*** 
    [0.073] [0.135] [0.084] [0.083] [0.092] 
Religion: Muslim, %pop    -0.331*** -0.394*** 0.053* -0.028 -0.376*** 
    [0.050] [0.051] [0.030] [0.042] [0.053] 
Religion: Other, %pop    -1.037*** -1.205*** -0.087** -0.078* 0.010 
    [0.050] [0.061] [0.038] [0.040] [0.046] 
Religion Fractionalization     37.958*** 20.093*** 28.672*** 1.699 
     [8.122] [4.896] [4.808] [5.109] 
Ethnic Fractionalization     -177.906*** -112.332*** -65.454*** -77.675*** 
     [6.256] [3.733] [3.993] [4.230] 
Colony      -28.579*** -11.765*** -1.466 
      [2.302] [2.548] [3.090] 
GDP per capita in 1960, ln      1.304*** 1.012*** 0.997*** 
      [0.012] [0.017] [0.018] 
Year F.E. NO YES YES YES YES YES YES YES 
Region F.E. NO NO NO NO NO NO YES (absorbed) 
Region × initial regime F.E. NO NO NO NO NO NO NO YES 
Observations 7826 7826 7826 6960 6514 6270 6270 6270 
r2 0.41 0.41 0.46 0.46 0.57 0.86 0.88 0.90 

This table reports the estimation results of the model specification represented by equation (1). It uses the trichotomous classification of political regimes described in Section 3. The reported coefficients 
are multiplied by 100 to ease their interpretation. Legal Origin: French and Omitted Religion: Catholic are the omitted categories chosen as the benchmark for the Legal Origin and Religion categories, 
respectively. In column (7), 7 regions are considered (World Bank classification): Africa; East Asia and the Pacific; Eastern Europe and Central Asia; Western Europe and other developed countries; 
Latin America and the Caribbean; the Middle East, and the North of Africa; South Asia. In column (8), following Acemoglu et al. (2019, Appendix A9.3), we introduce region × initial regime 
classification (in this case we have 34 region × regime cells). Initial regimes are based on country characteristics in 1960 (including: British colonies, French colonies, civil dictatorships, military 
dictatorships, mixed and presidential democracies, parliamentary democracies, royal dictatorships, and socialist regimes). Standard errors in brackets. ***, **, and * denote statistical significance at the 
1%, 5%, and 10% levels, respectively.



Do Autocracies lie on GDP data?

• Political U is a simple idea and most powerful 
criticism is equally simple:

• What if dictators lie? 
• What if autocrats systematically manipulate GDP 

figures? 
• Even compared to concerns about endogeneity, 

outliers, estimator choice, measurement of 
democracy and cross-time heterogeneity (all of 
which we address), this is potentially the most 
severe.



Night lights and the political U
(survives to potential misreporting by autocracies)



Night lights and the political U



Robustness and 
mechanisms



A battery of tests confirms the robustness of our results:

• Alternative measures of democracy (e.g., only Polity)

• Alternative estimation methods (e.g., HHK)

• IV strategy using regional waves of democratization

• Controlling for cross-time heterogeneity (sub-periods)

• Excluding years after independence (decolonization phase)

• Controlling for (time variant) covariates

• Excluding influential observations (outliers)

Our results are still supportive of the ‘Political U’ !

Robustness checks



Potential mechanism 
Strongest evidence for social unrest and probability of major government 
crises as key characteristics of hybrid regimes à weak state capacity and 
political instability as the key determinants governing the non-monotonic 
relationship between political and economic development



Concluding remarks



• Focusing on the behaviour of ‘hybrid’ political regimes 
better reflects political science research and bridges 
political science and economic research

• Our results do not contradict existing literature 
(“democracy is better than non-democracy”) but they 
complement it:

• They help understand history: the democratization-growth 
process is not linear

• They also open new interesting avenues for research 

Concluding remarks



Future research
• Current democracy backsliding à populist leaders today move toward 

‘hybrid’ regimes

• Theory: both democracies and autocracies limit the scope for political 
instability and ‘short-termism’, but a comprehensive theory for under-
performance of intermediate regimes is still missing and difficult to 
formulate just because of their ‘hybrid’ and heterogenous nature

• Heterogeneity (both in time and across countries) opens as well 
interesting empirical issues: new frontier of econometrics of 
heterogeneity-robust treatment analysis (Diff in Diff): Zhang and 
Chausemartin (2021)

• Preliminary results indicate that the Political-U is robust to these new 
methods (using estimation proposed in de Chaisemartin, C., and 
D'Haultfoeuille, X. (2020b). “Difference-in-Differences Estimators of 
Intertemporal Treatment Effects.”)


