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2 Our Argument

Why did Britain, Argentina, Singapore, and South Africa follow different politi-
cal paths? More generally, why are some countries democratic whereas others are
ruled by dictatorships or other nondemocratic regimes? Why do many nondemoc-
racies transition into democracy? What determines when and how this transition
takes place? And, relatedly, why do some democracies, once created, become con-
solidated and endure whereas others, like many of those in Latin America, fall
prey to coups and revert back to dictatorship?

These are central questions for political science, political economy, and social
science more generally, but there are neither widely shared answers nor an accepted
framework to tackle them. The aims of this book are to develop a framework for
analyzing these questions, provide some tentative answers, and outline future
areas for research. As part of our investigation, we first provide an analysis of
the role of various political institutions in shaping policies and social choices,
emphasizing how politics differs in democratic and nondemocratic regimes. To
do so, we model the attitudes of various individuals and groups toward different
policies and, therefore, toward the political institutions leading to these policies.

To facilitate the initial exposition of our ideas, it is useful to conceive of society
as consisting of two groups – the elites and the citizens – in which the latter are
more numerous. Our framework emphasizes that social choices are inherently
conflictual. For example, if the elites are the relatively rich individuals – for short,
the rich – they will be opposed to redistributive taxation; whereas the citizens,
who will be relatively poor – for short, the poor – will be in favor of taxation that
would redistribute resources to them. More generally, policies or social choices
that benefit the elites will be different from those that benefit the citizens. This
conflict over social choices and policies is a central theme of our approach.

Who is the majority and who is the elite? This depends to some extent on context
and the complex way in which political identities form in different societies. In
many cases, it is useful to think of the elite as being the relatively rich in society,
as was the case in nineteenth-century Britain and Argentina. However, this is not
always the case; for instance, in South Africa, the elites were the whites and, in
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many African countries, the elites are associated with a particular ethnic group.
In other societies, such as Argentina during some periods, the elite is the military.

It may not be a coincidence that in many situations the elite and the rich
coincide. In some cases, those who are initially rich may use their resources to attain
power, perhaps by bribing the military or other politicians. In other circumstances,
power may be attained by people who are not initially rich. Nevertheless, once
attained, political power can be used to acquire income and wealth so that those
with power naturally tend to become rich. In either case, there is a close association
between the elite and the rich.

Our theory of which societies will transit from dictatorship to democracy and
under what circumstances democracy will be consolidated is related to the conflict
between the elite and the citizens over politics. These groups have opposing pref-
erences over different political institutions, democracy and dictatorship, which
they recognize lead to different social choices. However, we also emphasize that
political institutions do not simply determine the extent of redistribution or who
benefits from policies today, they also play the role of regulating the future alloca-
tion of political power. In democracy, the citizens have more power both today and
in the future than they would in nondemocratic regimes because they participate
in the political process.

The framework we develop is formal, so our exposition emphasizes both the
concepts that we believe are essential in thinking about democracy as well as how
those concepts and issues can be formally modeled using game theory.

1. Democracy versus Nondemocracy

At the outset, we have to be clear about the precise questions that we tackle and the
basic building blocks of our approach. In building models of social phenomena, an
often-useful principle is the so-called Occam’s razor. The principal, popularized by
the fourteenth-century English philosopher William of Occam, is that one should
not increase the number of entities required to explain a given phenomenon
beyond what is necessary. In other words, one should strive for a high degree of
parsimony in formulating answers to complex questions. Given the complexity of
the issues with which we are dealing, we frequently make use of this principle in
this book not only to simplify the answers to complex questions but, perhaps even
more daringly, to also simplify the questions. In fact, in an attempt to focus our
basic questions, we use Occam’s razor rather brutally and heroically. We abstract
from many interesting details and also leave some equally important questions
out of our investigation. Our hope is that this gambit pays off by providing us
with relatively sharp answers to some interesting questions. Of course, the reader
is the judge of whether our strategy ultimately pays off.

Our first choice is about the classification of different regimes. Many societies
are today governed by democratic regimes, but no two democracies are exactly
alike and most exhibit a number of marked institutional differences. Consider, for
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instance, the contrast between the French presidential system and the British par-
liamentary system, or that between the majoritarian electoral institutions as used
in the United States and the system of proportional representation used in much
of continental Europe. Despite these differences, there are some important com-
monalities. In a democracy, the majority of the population is allowed to vote and
express their preferences about policies, and the government is supposed to rep-
resent the preferences of the whole population – or, using a common description,
“democracy is the government by the people for the people.” In contrast, many
other countries are still ruled by dictators and nondemocratic regimes.1 There
are even more stark differences between some of these nondemocratic regimes
than the differences between democracies. For example, reflect on the contrast
between the rule of the Chinese Communist Party since 1948 and that of General
Pinochet in Chile between 1973 and 1989. When we turn to other nondemocratic
regimes, such as the limited constitutional regimes in Europe in the nineteenth
century, the differences are even more marked.

Nevertheless, these nondemocratic regimes share one common element: in-
stead of representing the wishes of the population at large, they represent the
preferences of a subgroup of the population: the “elite.” In China, it is mainly
the wishes of the Communist Party that matter. In Chile, most decisions were
made by a military junta; it was their preferences, and perhaps the preferences of
certain affluent segments of the society supporting the dictatorship, that counted.
In Britain before the First Reform Act of 1832, less than 10 percent of the adult
population – the very rich and aristocratic segments – was allowed to vote, and
policies naturally catered to their demands.

From this, it is clear that democracies generally approximate a situation of
political equality relative to nondemocracies that, in turn, represent the preferences
of a much smaller subset of society and thus correspond more to a situation of
political inequality. Our focus is to understand the social and economic forces
pushing some societies toward regimes with greater political equality versus those
encouraging the development of more nondemocratic systems. In our models,
except in Chapter 8, we work with a dichotomous distinction between democracy
and nondemocracy. Nevertheless, in deciding how democratic actual regimes are
and in empirical work, it is more useful to think of various shades of democracy.
For example, none of the nineteenth-century reform acts in Britain introduced
universal adult suffrage, but they were all movements in the direction of increased
democracy. We want to understand these movements; to do so, we begin by
simply considering a move from nondemocracy to full democracy (universal adult
suffrage). Our definition is “Schumpetarian” (Schumpeter 1942) in the sense that
we emphasize that a country is democratic if a certain political process takes
place – if certain key institutions, such as free and fair elections and free entry into

1 In the text, despite the title of our book, we prefer to use the term nondemocracy to alternatives, such
as dictatorship or authoritarian regime, because it has fewer specific connotations than any of the other
terms.
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politics, are in place. To the extent that democracy is associated with particular
outcomes, it will be because they stem from its institutional features.

Our approach means that we are not simply interested in when universal adult
suffrage was introduced but rather in understanding all movements in the direc-
tion of increased democracy. For example, in Argentina, universal male suffrage
was introduced by the constitution of 1853, but electoral corruption was so en-
demic that democracy was not a reality until after the political reforms under
President Sáenz Peña in 1912. In this case, we consider 1912 to be a key movement
toward democracy. In the case of Britain, the reforms of 1867 greatly extended
voting rights, but universal male suffrage was not conceded until 1919. However,
electoral corruption was eliminated and secret voting was introduced in 1872. In
this case, we see 1867 as representing an important step toward political equality
in Britain.

We have less to say on the extension of suffrage to women. In almost all European
countries, voting rights were first given to adult men and subsequently extended
to women. This reflected the then-accepted gender roles; when the roles began to
change as women entered the workforce, women also obtained voting rights. It is
likely, therefore, that the mechanisms that we propose better describe the creation
of male suffrage than the extension of voting rights to women.

Our dichotomous distinction between democracy and nondemocracy makes
sense and is useful only to the extent that there are some important elements
central to our theory and common to all democracies but generally not shared
by nondemocracies. This is indeed the case. We argue that democracy, which is
generally a situation of political equality, looks after the interests of the majority
more than nondemocracy, which is generally dominated by an elite and is more
likely to look after its interests. Stated simply and extremely, nondemocracy is
generally a regime for the elite and the privileged; comparatively, democracy is
a regime more beneficial to the majority of the populace, resulting in policies
relatively more favorable to the majority.

We claim that nondemocracy represents political inequality relative to democ-
racy. In democracy, everybody has a vote and, at least potentially, can participate
in one way or another in the political process. In nondemocracy, an elite, a junta,
an oligarchy, or – in the extreme case – just one person, the dictator, is making
the decisions. Hence, the contrast in terms of political equality makes sense. This,
of course, does not mean that democracy corresponds to some ideal of politi-
cal equality. In many successful democracies, there is one-person-one-vote, but
this is far from perfect political equality. The voices of some citizens are louder,
and those with economic resources might influence policies through nonvoting
channels, such as lobbying, bribery, or other types of persuasion. Throughout
the book, when we discuss political equality in democracy, it is always a relative
statement.

Overall, the outlines of our basic approach are taking shape. We think of
regimes falling into one of two broad categories: democracy and nondemocracy.
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Democracy is thought of as a situation of political equality and characterized
by its relatively more pro-majority policies. Often pro-majority policies coin-
cide with pro-poor policies, especially a greater tendency to redistribute income
away from the rich toward the poor. In contrast, nondemocracy gives a greater
say to an elite and generally opts for policies that are less majoritarian than in a
democracy.

2. Building Blocks of Our Approach

We have now determined the basic focus of our investigation: to understand why
some societies are democratic, why some societies switch from nondemocracy
to democracy, and why some democracies revert back to dictatorships. We have
already mentioned some of the building blocks of our approach; it is now time to
develop them more systematically.

The first overarching building block for our approach is that it is economic.2 By
this term, we do not mean that individuals always act rationally according to some
simple postulates. Nor do we mean that there are only individuals, and no social
groups, in society. Instead, we mean that individuals have well-defined preferences
over outcomes or the consequences of their actions; for example, they prefer more
income to less and they may prefer peace, security, fairness, and many other things.
Sometimes masses of individuals have interests in common or even act collectively.
However what matters is that individuals do have well-defined preferences that
they understand. They evaluate various different options, including democracy
versus nondemocracy, according to their assessments of their (economic and
social) consequences. In such situations, the economic approach suggests that
people often behave strategically and that their behavior should be modeled as
a game. Game theory is the study of situations with multiple decision makers,
interacting strategically. The basic tenet of game theory is that individuals choose
between various strategies according to their consequences. Our economic focus
and the presence of important interactions between various political actors render
all the situations analyzed herein essentially “game theoretic.” We, therefore, make
heavy use of game theory in modeling preferences over different regimes and
transitions between these regimes.

To see the implications of these assumptions, consider a group of individuals for
whom democracy and nondemocracy have the same consequences in all spheres,
except that democracy generates more income for them; they naturally prefer
more income to less. Therefore, we expect these individuals to prefer democracy
to nondemocracy. At some level, this postulate is very weak; but, at another level,
we are buying a lot with our economic focus. Most important, we are getting a
license to focus on the consequences of the regimes, and preferences over regimes
are derived from their consequences. Such an approach is consistent with many

2 In political science, such an approach is often called “rational choice.”
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historical accounts of the motivations of different actors. For example, in 1839,
the Chartist J. R. Stephens argued:

The question of universal suffrage . . . is a knife and fork question, a bread and cheese
question . . . by universal suffrage I mean to say that every working man in the land
has a right to a good coat on his back, a good hat on his head, a good roof for the
shelter of his household, a good dinner upon his table. (quoted in Briggs 1959, p. 34)

The alternative would have been simply to assume that one group dislikes
democracy whereas another group likes democracy – for example, because of cer-
tain ideological preferences or biases (Diamond 1999). Indeed, Diamond (1992,
p. 455) argues that

democracy becomes truly stable only when people come to value it widely not solely
for its economic and social performance but intrinsically for its political attributes.

We are not denying that such ideological preferences exist, but we believe that
individuals’ and groups’ preferences over regimes derived from the economic and
social consequences of these regimes are more important. Later in the book, we
discuss how introducing ideological preferences affects our results, and the general
message is that – as long as these do not become the overriding factors – they do
not affect our conclusions.

Our second building block is that politics is inherently conflictual. Most policy
choices create distributional conflict; one policy benefits one group whereas an-
other benefits different individuals. This is a situation of political conflict – conflict
over the policies that society should adopt. These groups – for example, the rich
and the poor – have conflicting preferences over policies, and every policy choice
creates winners and losers. For instance, with high taxes, the rich are the losers
and the poor are the winners, whereas when low taxes are adopted, the roles are
reversed. In the absence of such conflict, aggregating the preferences of individuals
to arrive at social preferences would be easy; we would simply have to choose the
policy that makes everybody better off. Much of political philosophy exists because
we do not live in such a simple world, and situations of conflict are ubiquitous.
Every time society (or the government) makes a decision or adopts a policy, it
is implicitly siding with one group, implicitly resolving the underlying political
conflict in one way or another, and implicitly or explicitly creating winners and
losers.

Although the economic approach emphasizes individual preferences and mo-
tivations, many individuals often have the same interests and sometimes make the
same decisions. Moreover, groups of individuals may be able to act collectively if
there are no collective-action problems or if they can solve any that exist. If this is
the case, then we can usefully discuss conflict and who is in conflict with whom
in terms of groups of individuals. These groups may be social classes, somewhat
similar to Marxist accounts of history and politics, or they may be urban agents,
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ethnic or religious groups, or the military. Our focus on social groups as key po-
litical actors is motivated by our sense that the most important forces in political
conflict and change are groups of individuals.

Leaving aside issues of political philosophy related to how a just or fair society
should reconcile these conflicting preferences, how does society resolve political
conflict in practice? Let us make this question somewhat more concrete: suppose
there are two policies, one favoring the citizens and the other favoring the elites.
Which one will the society adopt? Because there is no way of making both groups
happy simultaneously, the policy choice has to favor one group or the other. We
can think that which group is favored is determined by which group has political
power. In other words, political power is the capacity of a group to obtain its
favorite policies against the resistance of other groups. Because there are always
conflicting interests, we are always in the realm of political conflict. And, because
we are always in the realm of political conflict, we are always under the shadow
of political power. The more political power a group has, the more it will benefit
from government policies and actions.

What is political power? Where does it come from? In thinking of the answers
to these questions, it is useful to distinguish between two different types of po-
litical power: de jure political power and de facto political power. Imagine Thomas
Hobbes’s (1996) state of nature, where there is no law and man is indistinguish-
able from beast. Hobbes considered such a situation to argue that this type of
anarchy was highly undesirable, and the state, as a leviathan, was necessary to
monopolize force and enforce rules among citizens. But, how are allocations de-
termined in Hobbes’s state of nature? If there is a fruit that can be consumed by
one of two individuals, which one will get to eat it? The answer is clear: because
there is no law, whoever is more powerful, whoever has more brute force, will
get to eat the fruit. The same type of brute force matters in the political arena as
well. A particular group will have considerable political power when it has armies
and guns to kill other groups when policies do not go its way. Therefore, the first
source of political power is simply what a group can do to other groups and the
society at large by using force. We refer to this as de facto political power. Yet, and
fortunately so, this is not the only type of political power. Today, key decisions in
the United Kingdom are made by the Labour Party, not because it can use brute
force or because it has acquired de facto power through some other means but
rather because political power has been allocated to it by the political system (i.e.,
it was voted into office in the last general election). As a result, among policies
with conflicting consequences, the Labour Party can choose those that are more
beneficial to its constituency or to its leaders. We call this type of political power,
allocated by political institutions, de jure political power. Actual political power
is a combination of de jure and de facto political power, and which component
matters more depends on various factors – a topic that we discuss later.

Finally, we refer to the social and political arrangements that allocate de jure
political power as political institutions. For example, an electoral rule that gives
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the right to decide fiscal policies to the party that obtains 51 percent of the vote is
a particular political institution. For our purposes, the most important political
institutions are those that determine which individuals take part in the politi-
cal decision-making process (i.e., democracy versus nondemocracy). Therefore,
a major role of democracy is its ability to allocate de jure political power. In
democracy, the majority has relatively more de jure political power than it does
in nondemocracy. That democracies look after the interests of the majority of
citizens more than nondemocracies is simply a consequence, then, of the greater
de jure political power of the majority in democracy than in nondemocracy.

3. Toward Our Basic Story

Armed with the first two basic building blocks of our approach, we can now start
discussing preferences over different regimes. Typically, there is political conflict
between the elites and the citizens, and democracies look after the interests of
the citizens more than nondemocracies. It is, therefore, natural to think that the
citizens have a stronger preference for democracy than the elites. So, if there is
going to be conflict about which types of political institutions a society should
have, the majority of citizens will be on the side of democracy and the elites will
be on the side of nondemocracy. This is a good starting point.

We could add more empirical content to this structure by assuming that the
elites were the relatively rich and the majority the relatively poor. Indeed, in many
instances, the transition from nondemocracy to democracy was accompanied
by significant conflict between poorer elements of society, who were hitherto
excluded and wanted to be included in the political decision-making process,
and the rich elite, who wanted to exclude them. This was most clearly the case
in nineteenth-century Europe, particularly Britain, as we saw in Chapter 1, when
initially the middle classes and subsequently the working classes demanded voting
rights. Their demands were first opposed by the rich elite, who then had to concede
and include them in the political system.

In line with this account of political developments in nineteenth-century
Europe, Aminzade (1993, p. 35) describes the arrival of universal male suffrage to
French politics as follows:

French workers, mainly artisans, constituted the revolutionary force that put the
Republican party in power in February 1848 . . . and working class pressure from the
streets of Paris forced liberal Republican leaders . . . to reluctantly concede universal
male suffrage.

Perhaps, more tellingly, the key players in the process of democratization saw it
as a fight between the rich and the poor. Viscount Cranborne, a leading nineteenth-
century British Conservative, described the reform struggle as

. . . a battle not of parties, but of classes and a portion of the great political struggle
of our century – the struggle between property . . . and mere numbers. (quoted in
Smith, 1966, pp. 27–8)
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The conflict between the poorer and richer factions of society was also a defining
characteristic of most instances of the introduction of universal suffrage in Latin
America in the first half of the twentieth century – including the experiences in
Argentina in 1912, as we saw in Chapter 1, but also in Uruguay in 1919, in Colombia
in 1936, and in Venezuela in 1945. The arrival of democracy in South Africa and
Zimbabwe similarly followed a conflict between the rich whites and poor blacks.

This discussion, therefore, highlights how the majority of citizens want demo-
cratic institutions because they benefit from them and, therefore, will strive to
obtain them. Given our definition of political power, we can say that the citizens
are more likely to secure a transition to democracy when they have more de facto
political power. Thus, we have already constructed a simple theory of democra-
tization: the citizens want democracy and the elites want nondemocracy, and the
balance of political power between the two groups determines whether the society
transits from nondemocracy to democracy (and perhaps also whether democracy,
once created, becomes consolidated or reverts back to nondemocracy later).

This could be viewed as a simplified version of our theory of democratization.
But, in fact, it is so simplified that some of the essential features of our theory
are absent. Most important, the role that democracy or, more generally, political
institutions play is trivialized.

The theory says that democracy leads to social choices more favored by the
majority of citizens; hence, the citizens prefer democracy to nondemocracy, and
democracy results when the citizens have sufficient political power. However, if
the citizens have sufficient political power, why don’t they use this power to simply
obtain the social choices and policies that they prefer rather than first fight for
democracy and then wait for it to deliver those policies to them? Is democracy
simply a not-so-necessary intermediate step here? One could argue so.

This is only a feature of the simple story we have told so far, and it is a charac-
teristic of neither real-world political institutions nor of our theory. In practice,
political institutions play a much more fundamental role than being a simple inter-
mediating variable: they regulate the future allocation of political power between
various social groups. They play this role because we do not live in a static world
like the one described in the previous narrative but rather in a dynamic world,
where individuals care not only about policies today but also about policies tomor-
row. We can capture this important role of political institutions and obtain a more
satisfactory understanding of democracy and democratization by incorporating
these dynamic strategic elements, which is what our theory of democratization
attempts to do.

4. Our Theory of Democratization

Consider the simplest dynamic world we can imagine: there is a “today” and a
“tomorrow,” and the elites and the citizens care about policies both today and
tomorrow. There is nothing that prevents society from adopting a different policy
tomorrow from the one it chose today. Thus, it is not sufficient for the citizens



P1: IWV

0521855268c02.tex CB919-Acemoglu.cls 0 521 85526 8 September 10, 2005 1:42

24 Our Argument

to ensure policies they prefer today; they would also like similar policies to be
adopted tomorrow. Suppose we are in a nondemocratic society, which generally
looks after the interests of the elites. Citizens have de facto political power today,
so they can obtain the policies they like, but they are unsure whether they will have
the same political power tomorrow. Given that we are in a nondemocratic society,
tomorrow the elites may become more powerful and assertive and the citizens may
no longer have the same political power. Can they ensure the implementation of
the policies they like both today and tomorrow?

This is where political institutions may be important relative to the static world
described previously. Institutions, by their nature, are durable – that is, the insti-
tutions of today are likely to persist until tomorrow. A democratic society is not
only one where there is one-person-one-vote today but also one that is expected
to remain democratic at least in the near future. This durability was already im-
plicit in our definition of political institutions as a means of allocating politi-
cal power: they regulate the future allocation of political power. For example,
democracy means that tomorrow there will be a vote to determine policies or
to decide which party will rule and the whole population will participate. Non-
democracy means that much of the population will be excluded from collective
decision-making processes.

Imagine now that the citizens do not simply use their de facto political power
today to obtain the policies they like now, but they also use their political power to
change the political system from nondemocracy to democracy. If they do so, they
will have effectively increased their de jure political power in the future. Instead
of nondemocracy, we are now in a democratic regime where there will be voting
by all. With their increased political power, the citizens are therefore more likely
to secure the policies they like tomorrow as well.

We have now moved toward a richer theory of democratization: transition to
democracy – or, more generally, a change in political institutions – emerges as a
way of regulating the future allocation of political power. The citizens demand and
perhaps obtain democracy so that they can have more political say and political
power tomorrow. Returning to the beliefs of the Chartist J. R. Stephens (quoted
in Briggs 1959), we can now see that he was correct in demanding universal
suffrage as a means of securing the “right to a good coat . . . a good hat . . . a good
roof . . . [and] a good dinner” for working men rather than directly demanding
the coat, the roof, and the dinner. Those would have been only for today, whereas
universal suffrage could secure them in the future as well.

Notice an important implicit element in the story: the transitory nature of de
facto political power. The citizens are presumed to have political power today but
uncertain about whether they will have similar power tomorrow. The balance be-
tween the elites and the citizens or, more generally, between various social groups
is not permanent, is not set in stone, is not the same today as it will be tomor-
row; it is transitory. This is reasonable in the dynamic and uncertain world in
which we live. It will be even more compelling when we think of the sources of
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political power for the disenfranchised citizens in nondemocracy. First, let us try
to understand why the transitory nature of political power matters. Suppose that
the citizens have the same political power tomorrow as they have today. Why
should they need political institutions to help them? If their political power is
sufficient to obtain the policies they like (even to obtain the institutions they
like) today, then it will be so in the future as well, and there will be no need to
change the underlying political institutions. It is precisely the transitory nature
of political power – that the citizens have it today and may not have it tomor-
row – that creates a demand for change in political institutions. The citizens would
like to lock in the political power they have today by changing political institu-
tions – specifically, by introducing democracy and greater representation for them-
selves – because without the institutional changes, their power today is unlikely to
persist.

So why do the citizens have political power in nondemocracy? The answer is that
they have de facto rather than de jure political power. In nondemocracy, the elites
monopolize de jure political power but not necessarily de facto political power.
The citizens are excluded from the political system in nondemocracy, but they are
nonetheless the majority and they can sometimes challenge the system, create sig-
nificant social unrest and turbulence, or even pose a serious revolutionary threat.
What is there to stop the majority of the population overwhelming the elite, which
constitutes a minority, and taking control of society and its wealth, even if the elites
have access to better guns and hired soldiers? After all, the citizens successfully
occupied Paris during the Paris Commune, overthrew the existing regime in the
1917 Russian Revolution, destroyed the dictatorship of Somoza in Nicaragua in
1979, and in many other instances created significant turbulence and real attempts
at revolution. However, a real threat from the citizens requires the juxtaposition
of many unlikely factors: the masses need to solve the collective-action problem
necessary to organize themselves,3 they need to find the momentum to turn their
organization into an effective force against the regime, and the elites – who are
controlling the state apparatus – should be unable to use the military to effectively
suppress the uprising. It is, therefore, reasonable that such a challenge against the
system would only be transitory: in nondemocracy, if the citizens have political
power today, they most likely will not have it tomorrow.

Imagine now that there is an effective revolutionary threat from the citizens
against nondemocracy. They have the political power today to get what they want
and even to overthrow the system. They can use their political power to obtain
“the coat, the roof, and the dinner,” but why not use it to obtain more, the same
things not only for today but also in the future? This is what they will get if they can
force a change in political institutions. Society will make a transition to democracy
and, from then on, policies will be determined by one-person-one-vote, and the

3 That is, individuals should be convinced to take part in revolutionary activity despite the individual costs
and the collective benefits to them as a group.



P1: IWV

0521855268c02.tex CB919-Acemoglu.cls 0 521 85526 8 September 10, 2005 1:42

26 Our Argument

citizens will have more political power, enabling them to obtain the policies they
desire and the resulting coat, roof, and dinner.

In practice, however, changes in political institutions do not simply happen
because the citizens demand them. Transitions to democracy typically take place
when the elite controlling the existing regime extend voting rights. Why would
they do so? After all, the transfer of political power to the majority typically leads
to social choices that the elite doesn’t like – for instance, higher taxes and greater
redistribution away from it in the future, precisely the outcomes it would like to
prevent. Faced with the threat of a revolution, wouldn’t the elite like to try other
types of concessions, even giving the citizens the policies they want, rather than
give away its power? To answer this question, let us return to the period of effective
revolutionary threat. Imagine that the citizens can overthrow the system and are
willing to do so if they do not get some concessions, some policies that favor them
and increase their incomes and welfare.

The first option for the elite is to give them what they want today: redistribute
income and more generally adopt policies favorable to the majority. But, suppose
that concessions today are not sufficient to dissuade the citizens from revolution.
What can the elite do to prevent an imminent and, for itself, extremely costly
revolution? Well, it can promise the same policies tomorrow. Not only a coat, a
roof, and a dinner today but also tomorrow. Yet, these promises may not be credible.
Changing policy in the direction preferred by the citizens is not in the immediate
interest of the elite. Today, it is doing so to prevent a revolution. Tomorrow, the
threat of revolution may be gone, so why should it do so again? Why should it keep
its promises? No reason and, in fact, it is unlikely to do so. Hence, its promises are
not necessarily credible. Noncredible promises are worth little and, unconvinced
by these promises, the citizens would carry out a revolution. If it wants to save
its skin, the elite has to make a credible promise to set policies that the majority
prefer; in particular, it must make a credible commitment to future pro-majority
policies. A credible promise means that the policy decision should not be the elite’s
but rather placed in the hands of groups that actually prefer such policies. Or, in
other words, it has to transfer political power to the citizens. A credible promise,
therefore, means that it has to change the future allocation of political power. That
is precisely what a transition to democracy does: it shifts future political power
away from the elite to the citizens, thereby creating a credible commitment to future
pro-majority policies. The role that political institutions play in allocating power
and leading to relatively credible commitments is the third key building block of
our approach.

Why, if a revolution is attractive to the citizens, does the creation of democracy
stop it? This is plausibly because revolution is costly. In revolutions, much of the
wealth of a society may be destroyed, which is costly for the citizens as well as the
elite. It is these costs that allow concessions or democratization by the elite to avoid
revolution. In reality, it will not always be the case that democracy is sufficiently
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pro-majority that it avoids revolution. For example, the citizens may anticipate
that, even with universal suffrage, the elite will be able to manipulate or corrupt
political parties or maybe it will be able to use its control of the economy to limit
the types of policies that democracy can implement. In such circumstances, antic-
ipating that democracy will deliver few tangible rewards, the citizens may revolt.
However, to limit the scope of our analysis, we normally restrict our attention to
situations where the creation of democracy avoids revolution. Historically, this
seems to have been typical, and it means that we do not delve deeply into theories
of revolution or into the modeling of post-revolutionary societies.

We now have our basic theory of democratization in place. In nondemocracy,
the elites have de jure political power and, if they are unconstrained, they will
generally choose the policies that they most prefer; for example, they may choose
low taxes and no redistribution to the poor. However, nondemocracy is some-
times challenged by the citizens who may pose a revolutionary threat – when they
temporarily have de facto political power. Crucially, such political power is tran-
sitory; they have it today and are unlikely to have it tomorrow. They can use this
power to undertake a revolution and change the system to their benefit, creating
massive losses to the elites but also significant collateral damage and social losses.
The elites would like to prevent this outcome, and they can do so by making a
credible commitment to future pro-majority policies. However, promises of such
policies within the existing political system are often noncredible. To make them
credible, they need to transfer formal political power to the majority, which is
what democratization achieves.

This story of democratization as a commitment to future pro-majority policies
by the elites in the face of a revolutionary threat and, perhaps more important,
as a commitment made credible by changing the future distribution of political
power is consistent with much historical evidence. As illustrated by the British,
Argentinian, and South African political histories discussed in Chapter 1, most
transitions to democracy, both in nineteenth- and twentieth-century Europe and
twentieth-century Latin America, took place amid significant social turmoil and
revolutionary threats. In addition, the creation of democratic societies in most
former European colonies in the 1950s and 1960s was the result of pressure by the
disenfranchised and relatively poor colonials against the colonizing power. Such
threats of turmoil and social disorder similarly accompanied the recent spate of
democratizations in Africa (Bratton and van der Walle 1997) and Eastern Europe
(Bunce 2003). To quote a classic European example, in presenting his electoral
reform to the British Parliament in 1831, Prime Minister Earl Grey was well aware
that this was a measure necessary to prevent a likely revolution. He argued:

There is no-one more decided against annual parliaments, universal suffrage and the
ballot, than I am. My object is not to favour, but to put an end to such hopes and
projects . . . The principle of my reform is, to prevent the necessity of revolution . . .

reforming to preserve and not to overthrow. (quoted in Evans 1996, p. 223).
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Lang’s (1999, pp. 38–9) conclusion mirrors Grey’s:

The Whigs were aware of the support among working people for the bill. . . . However,
they were also quite determined not to allow the working classes to hold any sort of
dominant position in the new electoral system. Passing the bill therefore saved the
country from risings and rebellion; the content of the bill saved the country from
the “evils ”of democracy. Needless to say, disappointment among the working classes
was likely to be intense once they realized how little they had gained from the bill,
but by then they would have lost their middle class allies, won over to the system by
the bill, and would be powerless to do anything about it.

The same considerations were also determining factors for the later reforms.
For example,

as with the First Reform Act, the threat of violence has been seen as a significant
factor in forcing the pace [of the 1867 Reform Act]; history . . . was repeating itself.
(Lee 1994, p. 142).

Similarly, the threat of revolution was the driving force behind democratization
in the French, German, and Swedish cases. For example, Tilton (1974, pp. 567–8)
describes the process leading to the introduction of universal male suffrage in
Sweden as follows:

neither [of the first two reform acts] passed without strong popular pressure; in
1866 crowds thronged around the chamber while the final vote was taken, and the
1909 reform was stimulated by a broad suffrage movement [and] a demonstration
strike . . . Swedish democracy had triumphed without a revolution – but not without
the threat of a revolution. (italics in original)

The threat of revolution and social unrest played an equally important role
in the establishment of voting rights for the populace in Latin America. We saw
in Chapter 1 how in Argentina, universal male suffrage was effectively institu-
tionalized in 1912 by President Roque Sáenz Peña when the secret ballot was
introduced and fraudulent electoral practices outlawed. The movement toward a
full democracy was driven by the social unrest created by the Radical Party and
the rapid radicalization of urban workers. In Colombia, the creation of universal
suffrage during the administration of Liberal President Alfonso López Pumarejo
in 1936 was similarly inspired; leading Colombianist historian David Bushnell
(1993, p. 185) describes it as follows:

López . . . was a wealthy man . . . yet he was well aware that Colombia could not go
on indefinitely ignoring the needs and problems of what he once described as “that
vast and miserable class that does not read, that does not write, that does not dress,
that does not wear shoes, that barely eats, that remains . . . on the margin of [national
life].” In his opinion such neglect was not only wrong but also dangerous, because
the masses would sooner or later demand a larger share of the amenities of life.
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Similarly, the reinstatement of democracy in Venezuela in 1958 was a response
to intense uprisings and unrest. In describing the situation, Kolb (1974, p. 175)
wrote:

. . . in dramatic intensity and popular violence, the events on January 21 and 22
in Caracas . . . was a true popular revolution of Venezuelan citizens . . . armed with
rocks, clubs, home-made grenades, and Molotov Cocktails, against a ferocious and
well-trained Police force.

The evidence is, therefore, consistent with the notion that most moves toward
democracy happen in the face of significant social conflict and possible threat of
revolution. Democracy is usually not given by the elite because its values have
changed. It is demanded by the disenfranchised as a way to obtain political power
and thus secure a larger share of the economic benefits of the system.

Why does the creation of democracy act as a commitment when we know that
democracy often collapses once created? This is because although coups sometimes
occur, it is costly to overthrow democracy, and institutions, once created, have
a tendency to persist. This is mostly because people make specific investments
in them. For instance, once democracy has been created, political parties form
and many organizations, such as trade unions, arise to take advantage of the new
political circumstances. The investments of all these organizations will be lost
if democracy is overthrown, giving citizens an incentive to struggle to maintain
democracy. Moreover, once democracy has been created, the majority may have
greater control over the military than they had under a nondemocratic regime,
which changes the underlying balance of de facto power.

Finally, the trade-off for the elite, facing the threat of revolution by the citizens, is
not simply between policy concessions and democratization. A further alternative
would be to use force and repression. For example, the white South African regime
rejected calls for democracy and kept itself in power for decades by using the
military to repress demonstrations and opposition. Similarly, Argentine military
regimes of the 1960s and 1970s killed thousands of people to avoid reintroducing
democracy; this has been the pattern in many other Latin American countries
including Guatemala and El Salvador. In Asia, nondemocratic regimes in China
and Burma have used force to block demands for democracy. This was also true
in Eastern European countries during the dominance of the Soviet Union – for
example, in Hungary in 1956 and Czechoslovakia in 1968. It is clear why repression
is attractive for elites because it allows them to maintain power without having
to make any concessions to the disenfranchised. Nevertheless, repression is both
costly and risky for elites. It leads to loss of life and destruction of assets and
wealth, and – depending on the international climate of opinion – it may lead
to sanctions and international isolation, as happened in South Africa during the
1980s. Moreover, repression may fail, which could cause a revolution – the worst
possible outcome for the elites. These considerations imply that only in certain
circumstances will repression be attractive. When we incorporate this into the
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analysis, we see that democracy arises when concessions are not credible and
repression is not attractive because it is too costly.

5. Democratic Consolidation

A theory of democratization is not sufficient to understand why some countries
are democratic whereas some others are ruled by dictatorships. Many countries
become democratic but eventually revert back to a nondemocratic regime as a
result of a military coup. This has been an especially common pattern in Latin
America. As we saw in Chapter 1, Argentina is a striking example of the insta-
bilities of Latin American democracy. Similarly, the path to democracy has been
marred by switches to dictatorships in Brazil, Chile, Guatemala, Peru, Venezuela,
and Uruguay. Why has democracy been so hard to consolidate in much of Latin
America?

To answer this question, we need to develop a theory of coups or, alternatively, a
theory of democratic consolidation. What is a consolidated democracy? A democ-
racy is consolidated if the set of institutions that characterize it endure through
time. Our theory of democratic consolidation and coups builds on the different
attitudes of the elites and the citizens toward democracy. Once again, the citizens
are more pro-democratic than the elites (because democracy is more pro-citizen
than nondemocracy). Consequently, when there is a situation with the military
on the side of the elite and sufficient turbulence to allow a military takeover, the
elites might support or sponsor a coup to change the balance of power in society.

The reason that the elites might want to change political institutions, from
democracy to nondemocracy, is similar to the reason that the citizens want de-
mocratization. What the elites care about is changing policies in their favor, and
political turbulence and the alignment between their interests and those of the
military might give them the opportunity to do so. However, there is the issue of
the transitory nature of de facto political power. They will have this opportunity
today but not necessarily tomorrow. Any promise by the citizens to limit the extent
to which policy is pro-majority in the future is not credible within the context of
democratic politics. Tomorrow, the threat of a coup may be gone and democratic
politics will again cater to the needs of the majority, therefore choosing the poli-
cies it prefers without worrying about the elite undermining its power via a coup.
However, this is precisely what made democracy so costly for the elite in the first
place. To change future policies in a credible way, the elites need political power. A
coup is their way of increasing their de jure political power so they can pursue the
policies they like. In other words, a coup enables the elites to turn their transitory
de facto political power into more enduring de jure political power by changing
political institutions.

A related reason that a coup may arise is that, in the midst of political and social
turbulence, the military and the elite segments of society may be, perhaps rightly,
worried about the future sustainability of democracy and even of the capitalist
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system and want to preempt a potential move farther toward the left or even a
revolution.

6. Determinants of Democracy

Now that we have a theory of democratization, we can ask which factors make the
emergence and consolidation of democracy more likely. We have so far explained
how our theory can account for transitions from nondemocracy to democracy
and possibly back again to nondemocracy. However, just as important are the
comparative statics of the equilibrium, meaning how the equilibrium changes
when some underlying factors change. These comparative statics enable us to
explain why some countries transition to democracy whereas others do not, and
why some countries remain democracies whereas democracy collapses in other
countries. These comparative statics can then guide empirical and historical work
in understanding the incidence of democracy.

6.1 Civil Society

6.1.1 Democratization
Our framework implies that a relatively effective threat of revolution from the
citizens is important for democratization. When the citizens are not well orga-
nized, the system will not be challenged and transition to democracy will be
delayed indefinitely. Similarly, when civil society is relatively developed and the
majority is organized, repression may be more difficult. Therefore, some degree of
development in civil society is also necessary for democratization. We take such
development as given in this book and it plausibly represents the outcomes of
long-run historical processes (e.g., Putnam 1993).

6.1.2 Consolidation
The strength and nature of civil society is as important for the consolidation of
democracy as it is for its creation in the first place. Not only is a well-organized civil
society necessary to push for democracy, it is also necessary to protect it. When
civil society is better organized, coups are easier to resist, more costly to undertake,
and less likely to succeed. Hence, democracy is more likely to be consolidated.

6.2 Shocks and Crises

6.2.1 Democratization
In our theory, democratizations occur because of the transitory nature of de
facto political power. In some situations, the collective-action problem is easier
to solve, opponents to the regime are easier to coordinate, and revolutions are
easier and less costly to carry out. These are typically times of crises – for example,
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harvest failures, economic depressions, international financial or debt crises, and
even wars. Such crises and macroeconomic shocks are intrinsically transitory and
lead to short-term fluctuations in de facto political power. Our theory, therefore,
predicts that democratizations are more likely to arise in a situation of economic
or political crisis. A clear example is the democratization in Argentina after the
Falklands (Malvinas) War in 1983.

6.2.2 Consolidation
Just as opponents of dictatorship can gain temporary de facto power when there are
political or economic crises, so can opponents of democracy. Our analysis suggests
that, as with democratizations, coups are more likely to arise in situations of crisis.
An illustrative example is the coup against Allende in Chile in 1973, which came
during the first big rise in oil prices and a large economic depression.

6.3 Sources of Income and Composition of Wealth

6.3.1 Democratization
Another important determinant of the trade-off between democracy and repres-
sion is the source of income for the elites. In some societies, the elites are heavily
invested in land, whereas in others, the elites are those with investments in physical
and human capital. There are likely to be three major differences in the attitudes
of landowners and (physical and human) capital owners toward democracy and
nondemocracy. First, land is easier to tax than physical and human capital. There-
fore, landowners have more to fear from democracy than nondemocracy, which
makes them more averse to democracy. Second, social and political turbulence
may be more damaging to physical and human capital owners who have to rely on
cooperation in the workplace and in the trading process, which makes landowners
more willing to use force to preserve the regime they prefer. Third, different sets of
economic institutions are feasible in a predominantly agrarian economy, which
influence the relative intensity of elites’ and citizens’ preferences over different
regimes. For instance, labor-repressive institutions, such as slavery, are relatively
more efficient with agricultural technology than in industry (Eltis 2000). This im-
plies that democracy is worse for elites because the changes in collective choices
that it brings undermine their preferred set of economic institutions. All three
considerations imply that democratization is more likely in a more industrial-
ized society where the elite own significant physical and human capital than a
more agricultural society where the elites are mainly invested in land. Stated dif-
ferently, democracy is more likely when the elites are industrialists rather than
landowners.

Although the nature of revolutions is not the focus of this book, these ideas
also have interesting implications for the incidence of revolutions. For example,
they can help account for why most revolutions – for example, in Russia, Mexico,
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China, Vietnam, Bolivia, and Nicaragua – take place in primarily agrarian soci-
eties. We suggest that this is because landed elites favor repression rather than
concessions and, when repression fails, revolutions take place. In more urbanized
and industrialized societies, where the elites are invested in capital, concessions
are favored and revolutions are observed less often.

6.3.2 Consolidation
The source of income for the elites also impacts the decision of whether to mount a
coup. If the elites are heavily invested in land, then coups may tend to be less costly.
More important, democracy is relatively worse for such individuals given that land
can be taxed at higher rates than capital, and also that economic institutions under
democracy are further from those preferred by the elites. In contrast, when the
elites’ wealth is mostly in the form of physical and human capital, coups are more
expensive for them and democracy is less threatening. As a result, democracy is less
likely to consolidate when the elites are landowners than when they are capitalists.

6.4 Political Institutions

6.4.1 Democratization
Our framework also suggests that the nature of democratic political institutions
may be crucial for explaining why some societies democratize but others do not.
In particular, when the elites can use repression to avoid democratizing, they do
so because they anticipate that democracy will be harmful for their interests. So
far, our characterization of democracy as the rule of the majority has been overly
stylized in order to communicate the main elements of our analysis. In reality,
one person’s vote may be worth more than another’s and, in particular, the elites
may be able to exercise more or less influence over what happens in a democracy –
even though their influence is relatively less than it is in a dictatorship.

One way they can do this is through the design of democratic institutions. In his
1913 book, An Economic Interpretation of the U.S. Constitution, Beard argued that
the constitution was written by rich property holders with an eye to maintaining
the worth of their assets (including, one should add, their slaves) in the face of
likely radical democratic pressures.4 Beard argued that

inasmuch as the primary object of a government, beyond the mere repression of
physical violence, is the making of the rules that determine the property relations of
society, the dominant classes whose rights are thus to be determined must perforce
obtain from the government such rules as are consonant with the larger interests
necessary to the continuance of their economic processes, or they must themselves
control the organs of government. In a stable despotism the former takes place; under

4 Although many details of Beard’s arguments are now contested, the general thrust of his argument
is accepted by many scholars. For instance, Wood (1969, p. 626) notes in his seminal book that the
constitution “was intrinsically an aristocratic document designed to check the democratic tendencies of
the period.” See McGuire (1988) for partially supporting statistical evidence.
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any other system of government, where political power is shared by any portion of the
population, the methods and nature of this control become the problem of prime
importance – in fact, the fundamental problem in constitutional law. The social
structure by which one type of legislation is secured and another prevented – is
a secondary or derivative feature arising from the nature of the economic groups
seeking positive action and negative restraint. (1913, p. 13)

Even the notion of representative democracy, as opposed to participatory or
direct democracy, can be seen as an attempt to dilute populist pressures and
undermine the power of the majority (as argued by Manin 1997).

Clearly, then, democratic political institutions can be structured to limit the
power of the majority. A more recent example is the constitution written during
the dictatorship of General Pinochet in Chile, which attempted to minimize the
threat of socialism in Chile by engaging in systematic gerrymandering and the
underrepresentation of urban areas, and which otherwise attempted to cement
the veto of the military over democratic decision making (Londregan 2000; Siavelis
2000).

Another example, discussed in Chapter 1, is the way that the South African
constitution was written in an attempt to protect the interests of whites under
democracy.

If a nondemocratic regime or elite can design or manipulate the institutions
of democracy so as to guarantee that radical majoritarian policies will not be
adopted, then democracy becomes less threatening to the interests of the elites.
Less threatened, the elites are more willing to create democracy in the first place.
For instance, when democracy is less threatening, it will be less attractive to use
repression to avoid it. Thus, Pinochet’s constitution, according to our framework,
facilitated democratization in Chile. It may even be the case that, as in South Africa,
the majority of citizens are themselves willing to restrict their policy options
to facilitate a transition to democracy. As we discuss in Chapter 6, the ANC
realized that it had to make concessions to the whites about the structure of
democratic institutions. For the ANC, this was better than carrying on with the
fight against the apartheid regime. By giving the elite credible guarantees, a process
of democratization is facilitated that might otherwise not take place.

6.4.2 Consolidation
Just as the structure of democratic institutions influences democratization in the
first place, so it helps to determine whether democracy consolidates. In particular,
institutions that place limits on pro-majoritarian policies in democracy are likely
to help consolidation. In fact, the elites may be quite influential in democracy
because they control a strong upper house, like the Prussian Junkers in nineteenth-
century Germany, or the British aristocracy in the House of Lords, or because they
control the party system. Knowing that in democracy they will be able to insure
against the most excessively majoritarian policies, the elites will be less willing to
undertake action against democracy.
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An interesting example in this context is the links between the elite and both
traditional ruling parties in Colombia. Throughout the twentieth century, the
Liberal and Conservative Parties managed successfully to avoid the entry of left-
wing parties by manipulating electoral institutions, particularly the form of pro-
portional representation. Without a left-wing party, highly redistributive political
agendas did not emerge in Colombia. Interestingly, Colombia has one of the most
consolidated democracies in Latin America, although there are often complaints
that the system does not represent the interests of the majority.

Another example of the connection between political institutions and demo-
cratic consolidation is the claim that presidential democracies may be more unsta-
ble than parliamentary democracies and more prone to coups (Linz 1978, 1994).
This idea makes sense in our framework because, whereas in a legislature checks
and balances and lobbying may allow the elites to block radical policy proposals, a
directly elected president is more likely to represent the preferences of the majority
in society and, therefore, to be more populist. Hence, presidential systems may be
more threatening to the interests of the elites and thus induce more coups.

Paradoxically, then, this perspective might also help explain why the consolida-
tion of democracy in Chile may have run smoothly after the systematic gerryman-
dering that General Pinochet arranged in the electoral rules. This manipulation
underrepresented urban areas at the expense of more conservative rural areas,
thus reducing the political power of the left. The consequence was a less redis-
tributive but more stable democracy. Turkey and Thailand provide other examples
in which constitutions written or commissioned by the military may have helped
democratic consolidation. Haggard and Kaufman (1995, p. 110) note:

Ironically, the greater security for the armed forces during the initial years of the tran-
sition probably reduced the threat to civilian authority in Chile, Turkey, and Korea.

However, whereas increasing the power of the elites in democracy may promote
democracy, giving the elites too much power will undermine it. In our framework,
democracy arises from conflict between elites and disenfranchised majorities who
are prepared to accept democracy rather than something more radical because
it gives them more political power than nondemocracy. If the elites have too
much power in democracy, democracy will do little to improve the welfare of the
majority. In this case, democracy is not a solution to social conflict, and the result
will either be revolution or an elite that keeps itself in power through repression.

6.5 The Role of Inter-Group Inequality

6.5.1 Democratization
Our framework makes predictions about the effect of inter-group inequality –
inequality between groups – on the creation and consolidation of democracy.
For convenience, we outline these using the word inequality to refer to inter-
group inequality. However, these predictions about inter-group inequality may
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not translate into statements about standard measures of inequality and income
distribution (e.g., the labor share or the Gini coefficient). This is particularly true
when political conflict is not rich versus poor but rather along other lines, perhaps
between ethnic or religious groups.

Everything else being equal, greater inter-group inequality makes revolution
more attractive for the citizens: with revolution, they get a chance to share the
entire income of the economy (minus what is destroyed in revolution), whereas
in nondemocracy, they obtain only a small fraction of these resources. Because an
effective threat of revolution is the spark that ignites the democratization process,
greater inter-group inequality should be associated with a greater likelihood of
democratization.

There is also another reason why inter-group inequality might contribute to
democratization. Recall that democratization occurs as a credible commitment to
future redistribution, when the promise of redistribution is not sufficient to stave
off the threat of revolution. The stronger the threat of revolution, the more likely
it is that this promise will be insufficient and that the elite will be forced to create
democracy. Because greater inter-group inequality contributes to the strength of
the threat of revolution, it makes democratization more likely via this channel as
well.

This discussion of the role of inter-group inequality is one-sided, however. It
highlights how greater inequality increases the threat of revolution and thus the
demand for democracy by the citizens. However, inter-group inequality may also
affect the aversion that the elites have to democracy. To see why consider a standard
model of redistributive taxation as in Meltzer and Richard (1981). Note that as
the gap between the elites and the citizens rises (i.e., as inter-group inequality
increases), the burden placed on the elites, even at a constant tax rate, rises. This is
because with greater inequality, a larger share of total tax revenues will be raised
from the elites, who now command a greater fraction of the resources in the
economy. Therefore, greater inter-group inequality typically increases the burden
of democracy on the elites, even if the tax rate remains constant or changes little.
Moreover, many approaches suggest that greater inter-group inequality should
increase the tax rate, contributing to this effect. If this is so, there would be another
reason for greater inequality to increase the burden of democracy on the elites.
With greater inequality, the benefits from redistribution increase, inducing the
citizens to prefer higher levels of taxation.5 Overall, therefore, it seems compelling
that the costs of redistributive taxation and democratic politics to the elites and,
hence, their aversion to democracy should be generally higher for the elites in
a society where the difference in incomes between the elites and the citizens is
greater.

5 As discussed in Chapter 4, there are theoretical and empirical arguments for why the relationship be-
tween inequality and redistribution may be more complex (e.g., greater inequality may enable the elites
to lobby more effectively against redistribution in democracy). Nevertheless, it is generally the case
that with greater inter-group inequality, democracy imposes a greater burden on the elites than non-
democracy does.
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How does this affect the relationship between inter-group inequality and tran-
sition to democracy? The most important implication is that as inequality in-
creases and democracy becomes more costly for the elites, repression becomes
more attractive. Therefore, greater inter-group inequality may also discourage
democratization.

Putting these two pieces of the story together, we find that there is a nonmono-
tonic (i.e., inverted U-shaped) relationship between inter-group inequality and
the likelihood of transition to democracy. In the most equal societies, revolution
and social unrest are not sufficiently attractive for the citizens; either there are no
challenges to nondemocratic systems or any challenges can be met by temporary
measures, such as some limited redistribution. In other words, in these fairly equal
societies, the citizens are already benefiting from the productive resources of the
economy or even perhaps from the growth process, so they do not make further
strong demands. This may be the reason why democracy arrived late in a number
of equal and rapidly growing economies, such as South Korea and Taiwan, and
has yet to fully arrive in Singapore. In stark contrast, in the most unequal societies
(e.g., South Africa prior to 1994), the citizens have great reason to be unhappy
and often try to rise up against the authority of nondemocracy. Now, however,
the elites have a lot to lose from abandoning the system that looks after their own
interests and transitioning into one that will place a greater redistributive burden
on them. Thus, instead of democracy, a highly unequal society is likely to result in a
repressive nondemocracy – or, sometimes when repression is not enough, perhaps
even experience a revolution. This mechanism can also explain the persistence of
nondemocratic regimes in the highly unequal countries of Latin America, such as
El Salvador and Paraguay. This account, then, suggests that democracy has the best
chance to emerge in societies with middle levels of inequality. Here, the citizens
are not totally satisfied with the existing system, and the elites are not so averse
to democracy that they resort to repression to prevent it. This is the situation
we find in Britain and Argentina in the late nineteenth and early twentieth
centuries.

6.5.2 Consolidation
Inequality also critically influences the propensity of a democracy to consolidate.
Because the main threat against democracy comes from its redistributive nature,
the greater redistribution away from the elites the more likely they are to find it in
their interest to mount a coup against it. Therefore, greater inequality is likely to
destabilize democracy because, as observed previously, the burden of democracy
on the elites is increasing in the income gap between them and the citizens.

This comparative static result with respect to inequality offers a potential ex-
planation for why democracy may have been more difficult to consolidate in Latin
America than in Western Europe. Latin American societies are considerably more
unequal and, therefore, suffer more from distributional conflict between the elites
and the citizens. Our framework predicts that in highly unequal societies, demo-
cratic policies should be highly redistributive but then abruptly come to an end
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with a coup that reverts back to much less redistributive policies. This pattern
is reminiscent of the oscillations of many Latin American countries between the
highly redistributive but unsustainable populist policies of short-lived democra-
cies and the fiscally more conservative approach of subsequent nondemocratic
regimes. Tellingly, Kaufman and Stallings (1991, p. 27) also emphasize a close
connection between unconsolidated democracy and populist redistribution:

. . . established democracies (Venezuela, Colombia and Costa Rica in our study) were
also associated with orthodox macro policies. . . . It was the transitional democracies
(Peru, Argentina and Brazil) that followed populist policies.

Combining the effects of inequality on democratization and coups, we can see
that equal societies never democratize in the first place. This helps to account for
Singapore’s path of political development. Higher but still relatively low levels of
inter-group inequality lead societies to democratize and, once created, democracy
is consolidated because it is not so costly for the elites that a coup is desirable.
This may capture Britain’s path of political development. Even higher levels of
inequality still lead to democratization, but democracy does not consolidate be-
cause coups are attractive. As a result, the outcome is unconsolidated democracy,
which is the path that Argentina followed in the twentieth century. Finally, at the
highest levels of inequality, democracy is so threatening for the elites that they use
repression to avoid it, a situation that characterized South Africa until 1994.6

6.6 The Middle Class

6.6.1 Democratization
Perhaps the most famous treatise on the origins of democracy is Moore’s (1966)
Social Origins of Dictatorship and Democracy. Our work owes a natural intellectual
debt to Moore, especially because we paraphrased his title. In our theory, the major
factor that distinguishes democracy from nondemocracy is the greater political
equality of democracies; so far, we have only distinguished between two groups:
the elites and the citizens. This was mainly for simplification (again, an application
of Occam’s razor). Nevertheless, in many circumstances, a third group between
the elite and the great mass of citizens may be of significance. In general, this
group could be identified in different ways but, following the emphasis of many
scholars, it is useful to think of this group as the middle class forming a distinct
political actor. When the middle class is brought into our framework, we obtain
a range of interesting results, some of them vindicating the emphasis that Moore
and other scholars placed on the middle class.

The first role that the middle class can play in the emergence of democracy is
as the driver of the process. Recall that in our framework, democracy emerges in

6 These are all, of course, statements where “other things are held equal.” Inter-group inequality is not the
only thing that determines whether a society democratizes or a democracy consolidates.
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response to a serious revolutionary threat or significant social unrest. The middle
class can be the driver in this process by playing a key role in the revolutionary
movement or by fueling and maintaining it. Almost all revolutionary movements
were led by middle-class actors and, more important, a number of the major
challenges to the existing regime; for example, the uprisings that helped induce
the First Reform Act in Britain or those during the Paris Commune in France or
the revolts of the Radical Party in Argentina were largely middle-class movements
(see O’Donnell and Schmitter 1986, pp. 50–2, on the crucial role of the middle class
in contemporary democratizations). Therefore, the middle class – by virtue of its
more comfortable economic situation and the greater education of its members –
can be a critical catalyst in the process toward democracy. This might also explain
why many of the early moves toward democracy in Europe were only partial. If
the middle class is the key actor, it may be sufficient for the elites to co-opt the
middle class rather than concede a comprehensive democracy to all those who are
excluded from the political system. The resulting picture resembles the gradual
move toward democracy experienced in much of Western Europe: first, the middle
classes are included in the political process and then the franchise is extended to
the mass of citizens.

Perhaps the more important role of the middle class is that of a buffer in the
conflict between the elites and the citizens. Recall that when the elites expect
democracy to adopt policies highly unfavorable to them, they prefer repression
to democratization. The presence of a large and relatively affluent middle class
ensures that they play an important role in democratic politics and, because
they are more prosperous than the citizens, they will typically support policies
much closer to those that the elites prefer. Therefore, by limiting the amount
of policy change induced by democracy, a large and affluent middle class may
act like a buffer between the elites and the citizens in democracy. It does this
by simultaneously making democratization more attractive for the elites than
repression and changing policy enough that the citizens are content not to revolt.

The role of the middle class in the transition to democracy might help us un-
derstand the contrast between the political histories of Costa Rica and Colombia
on the one hand and Guatemala, El Salvador, and Nicaragua on the other. De-
spite many similarities in their colonial histories and economic structures, these
five countries have had very different political trajectories (Paige 1997; Nugent
and Robinson 2002). Costa Rica and Colombia have become stable albeit re-
stricted democracies since the middle of the nineteenth century and successfully
made the transition to effective universal suffrage in 1948 and 1936, respectively.
Guatemala, El Salvador, and Nicaragua, on the other hand, were dominated by
dictators in the nineteenth century and initial moves toward democracy – for ex-
ample, in El Salvador in the late 1920s and in Guatemala between 1945 and 1954 –
were snuffed out by coups and repression. These three societies made the tran-
sition to democracy very late. One important difference among these countries
is that there is a relatively large and affluent middle class, especially smallholder
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coffee producers, in Costa Rica and Colombia but not in the other three. Per-
haps as a consequence, democratic politics, once installed, has been much more
conflict-ridden in Guatemala, El Salvador, and Nicaragua than in Costa Rica and
Colombia.

6.6.2 Consolidation
The middle class may play an important role in consolidating democracy by limit-
ing redistribution. A society with a large and affluent middle class will engage only
in limited redistribution away from the elites toward the citizens and, therefore,
provide a much smaller threat to the interests of the elites. This might be useful in
understanding why many Western European and some Latin American societies,
like Costa Rica and Colombia, with comparatively large middle classes have also
had relatively stable democracies, whereas El Salvador and Guatemala, which lack
such a middle-class buffer, have had difficulty consolidating democracy.

6.7 Globalization

There is no doubt that there are stronger economic links between nations today
than forty years ago. Countries are more closely linked internationally today,
with economic organizations such as the European Union, NAFTA, Mercosur,
and Asean; there are much larger volumes of goods and services being traded, and
much larger cross-border financial transactions. Do these major economic and
political changes have implications for the circumstances under which democracy
will arise and consolidate?

6.7.1 Democratization
Globalization might contribute to democratization in a number of distinct ways.
First, international financial integration means that capital owners, the elites, can
more easily take their money out of a given country. This makes it more difficult to
tax the elites and reduces the extent to which democracy can pursue populist and
highly majoritarian policies. International financial integration, therefore, makes
the elites feel more secure about democratic politics and discourages them from
using repression to prevent a transition from nondemocracy to democracy.

Second, international trade affects factor prices and, via this channel, modifies
redistributive politics. Countries differ in their factor endowments, and the relative
abundance of factors of production determines patterns of specialization and the
impact of trade on relative prices. One implication of increased international trade
is an increase in the rewards to the relatively abundant factor in each country. In
the case of less developed nations – which are typically those still in nondemocracy
today and, therefore, the main candidates for democratization – this means an
increase in the rewards to labor. Intuitively, before the advent of significant trade
flows, less developed countries had an excess of labor and a shortage of capital,
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depressing the rewards to labor and increasing those to capital. Trade opening
will pull these rewards toward those prevailing in the rest of the world, thus
increasing the rewards to labor and potentially reducing the return to capital.
Trade opening will, therefore, reduce the gap between the incomes of labor and
capital, thus changing the extent of inequality between capital owners and labor
owners.

The specific implications of our framework depend on three things: (1) the
nature of relative factor abundance; (2) the nature of political identities; and
(3) where a country is on the inverted U-shaped relationship between inter-group
inequality and democratization. Imagine that nondemocratic countries are la-
bor abundant, political conflict is between rich capital-owning elites and poor
labor-owning citizens, and inequality is sufficiently high that the elites use re-
pression to stay in power. In this case, increased trade integration will reduce the
extent of inequality between the elites and the citizens and will make democ-
racy less redistributive. Because democracy will then be less threatening to the
elites, they will be less inclined to use repression to avoid democracy. In such
circumstances, globalization promotes democracy. Nevertheless, our framework
does not imply that the impact of globalization on factor prices always promotes
democracy. Let’s continue to postulate that conflict is between the rich and the
poor and that we are on the part of the inverted U-shaped relationship where
the rich use repression to stay in power. Now consider Latin American coun-
tries such as Argentina, Brazil, and Uruguay in the late nineteenth century. In
these countries, the elites owned a lot of land and they were also land abun-
dant. As predicted by the theory of international trade, pre–First World War
globalization led to large increases in returns to land (O’Rourke and Williamson
1999). In our framework, this increases inter-group inequality and makes the
elites less likely to democratize. It also increases the proportion of elite wealth
invested in land, another factor that we suggest makes democracy more threat-
ening to the elites. By the converse of these arguments, in this case, globalization
would impede democratization (as long as we are on the part of the inverted U-
shaped relationship where inequality discourages democratization, as assumed
previously).

Third, increased international trade also means that disruption of economic
activity may become more costly for many less developed nations that are now
integrated into the world economy and, therefore, repression may now be much
more costly for the elites, again favoring democracy.

Finally, increased political integration and the end of the Cold War (if not
hijacked by the war against terrorism) might imply that countries that repress their
citizens can perhaps expect stronger sanctions and reactions from the democratic
world. This effectively increases the costs of repression, promoting democracy.
This might be especially important because a number of nondemocratic regimes
in the Cold War Era, such as Mobutu’s disastrous dictatorship in Zaire, were kept
alive by the explicit or implicit support of the international community.
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6.7.2 Consolidation
Just as globalization can induce democratization, so it can aid democratic con-
solidation. Indeed, all of the mechanisms listed that link increased globalization
to democratization also imply that coups will be less likely. This is either because
coups become more costly in a more integrated world or because globalization
implies that democracy is less threatening to the elites.

7. Political Identities and the Nature of Conflict

Most of the comparative static results discussed so far do not depend on the identity
of the elite; they apply even in societies where the nature of political conflict is
not along class lines. In South Africa, race may be more salient, although race
and socioeconomic class overlap to a large extent. In Rwanda, it may be more
plausible to think of groups forming along the lines of ethnicity: Hutu or Tutsi.
In Mauritius, political conflict has been between people of East Indian descent
and a heterogeneous coalition of others, some of whom are rich (i.e., the white
sugar planters and Chinese business elites) and some very poor (i.e., mostly the
descendents of African slaves). In the latter case, there is no simple overlap between
ethnicity or race and class (Bowman 1991).

As long as one accepts the premise that the interests of individuals are partly
about economic outcomes, our basic analysis remains unaltered. Consider our
ideas about political institutions. Here, we showed that if political institutions
were such as to limit the type of policies that could occur in democracy, they
tended to induce consolidated democracy. This result applies even in Mauritius.
If institutions limit democracies, then they limit what the East Indian majority can
do to the Creole minority. Hence, they reduce the incentive of a Creole dictatorship
to repress democracy and, once democracy has been created, they make coups
less attractive – exactly as in our previous analysis.

Next, consider the ideas we developed about the connection between the com-
position of the wealth of the elite and democratization or coups. These ideas
apply immediately in this case. Even when politics is East Indian against Creole,
as the economy develops and capital becomes more important than land, repres-
sion and coups become more costly and (pro–East Indian) democracy becomes
less redistributive. As in our baseline analysis, this tends to create a consolidated
democracy, even in Mauritius. Interestingly, Mauritius has been a consolidated
democracy since independence, and this process of consolidation has taken place
in the context of the radically declining importance of land, the rapid development
of industry, and the expansion in the importance of human capital.

The nature of political identities may undoubtedly influence the form of collec-
tive choice under democracy, which ties our analysis to several important tradi-
tions in political science. For example, contrast a society where political identities
and cleavages are on the basis of class with one where there are many cross-
cutting cleavages or race, ethnicity, religion, or region. The pluralist model of
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democracy is one in which society is indeed divided into many different groups.
A standard claim about a pluralistically based society is that it generates less in-
come redistribution and smaller welfare states because the many different cleav-
ages stop a broad coalition in favor of redistribution emerging. In consequence,
for instance, pluralistic societies do not have strong socialist parties (Lipset and
Marks 2000). If this is the case, then our theory suggests that such societies would
be more likely to have consolidated democracy because elites would have lit-
tle to fear from majority rule. This helps explain the longevity and stability of
democracy in the United States, often thought to be the epitome of a pluralistic
society.

8. Democracy in a Picture

The previous discussion illustrates the various empirical implications of our the-
ory for the circumstances under which a society becomes and stays a democracy.
To fix ideas, it is useful to use simple pictures to illustrate the circumstances under
which different regimes arise. To map our comparative statics about inter-group
inequality into the data, we do this in the context in which the elites are the rich
and the citizens are the poor. Recall the four “paths” of political development
that we sketched in Chapter 1. The first, the British path, was one of fully con-
solidated democracy. The second, the Argentine path, was that of unconsolidated
democracy. The third path, that of Singapore, was persistent nondemocracy in
which the political status quo can be sustained without serious repression. The
fourth path, that of South Africa, was persistent nondemocracy with repression.
The comparative statics of our theory allow us to depict these different outcomes
in a picture.

In essence, the different political outcomes occur because these societies differ
fundamentally in their underlying economic structures, and it is this that moti-
vates the title of our book. In addition, we also emphasize differences in political
institutions, to some extent historically determined, to some extent consciously
chosen with the nature of the regime in mind. To keep the pictures simple, we
assume that conditions are such that a revolution never occurs in equilibrium, and
we also abstract from the use of concessions (e.g., they are always insufficiently
credible to stop revolt) so that if revolution is a threat, a nondemocratic regime
must choose between repression or conceding democracy.

Consider Figure 2.1, which captures the predictions of our theory for democra-
tization. On the horizontal axis, we plot inequality, with moves from left to right
corresponding to greater inequality. The origin represents a completely equal so-
ciety. On the vertical axis, we plot the historically determined costs of repression
that are exogenous, such as the extent to which repression destroys assets in so-
ciety. We have divided the resulting square into different regions that represent
how different structures lead to different paths of political development. When
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Figure 2.1. Democratization.

inequality is sufficiently low, the cost of repressing or mounting coups is irrele-
vant because the poor are sufficiently content under the political status quo not
to rock the boat. This corresponds to Region A, where there is nondemocracy
that remains unchallenged, and in it we place Singapore. In Region B, inequality
is higher and revolution becomes a threat. However, the cost of repression is suf-
ficiently high that democracy is created. In this region, we place both Britain and
Argentina. Finally, in Region C, inequality is so high that revolution is a threat to
nondemocracy but the cost of repression is sufficiently low that democracy can
be avoided. This is the case of South Africa until 1994. The cost of repression
in South Africa might have been lower because the disenfranchised groups were
black Africans and Coloureds, and exclusion and repression were justified by an
explicitly racial philosophy.

To study the consolidation of democracy, we must turn to Figure 2.2. Here, there
are just two regions separated by an upward-sloping curve. When the cost of a coup
is zero, the rich are always willing to undertake a coup. However, as the cost of a
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Region B:

Region A:
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Figure 2.2. Democratic Consolidation.
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Figure 2.3. Democratization in South Africa.

coup rises, inequality must be sufficiently high (i.e., democracy must be sufficiently
costly to the rich) for it to be worthwhile. Figure 2.3 has just two regions. We have
placed Britain in Region A. Once created, democracy will consolidate if it is not
too redistributive and if coups are sufficiently costly. However, when inequality
is very high, the costs of a coup may be sufficiently low that it is attractive. This
is the case in Region B, where democracy is unconsolidated; here, we have placed
Argentina. Singapore is, of course, not in this picture because it has yet to make
the transition to democracy.

These simple pictures also allow us to trace out the paths of political devel-
opment of different countries. For example, we look at the history and future of
democracy in South Africa in Figure 2.3. Why did South Africa finally move so be-
latedly to a democratic regime? The arrows in Figure 2.3 capture part of the story.
From the mid-1970s onward, inequality fell in South Africa, making democracy
less threatening for the white elite. At the same time, the industrial sector rose
at the expense of the agricultural sector, and human and physical capital became
more important. In terms of the picture, this means that at a given level of in-
equality, the elites are less willing to repress. This moves the boundary between
Region C and Region B downward. Changes in the global environment, particu-
larly globalization, also have the effect of moving the same boundary downward,
implying that for fixed levels of inequality, the cost of repression had to be lower
to justify the persistence of dictatorship. Thus, some time between 1970 and 1994,
South Africa moved out of Region C into Region B, and democracy was created.

What does the future hold for South Africa? To see this, we must turn to Fig-
ure 2.4, which asks whether democracy will consolidate after apartheid. Because
inequality is still very high, one might conjecture that South Africa would be
in Region B and, therefore, an unconsolidated democracy. Nevertheless, the im-
pact of development of the South African economy, increasing importance of
physical and human capital, and increased globalization has the effect of mov-
ing the boundaries between Regions A and B down. Now, for a given cost of a
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Figure 2.4. Democratic Consolidation in South Africa?

coup, inequality must be higher to justify mounting a coup against democracy.
Moreover, as discussed in Chapter 1, the structure of political institutions af-
ter apartheid was designed specifically to protect the interests of the whites, a
factor that again moves this line down. Thus, although one cannot be certain of the
future (witness the evolution of democracy in Zimbabwe since 1980), one might
hope that South Africa had transitioned into Region A rather than Region B.

Prediction in the case of Singapore seems much easier. Figures 2.1 and 2.2
suggest that if and when Singapore becomes a democracy, it is very likely to
consolidate.

9. Overview of the Book

The remainder of our book develops the arguments outlined in this chapter. The
remainder of this part continues to lay the scene. In Chapter 3, we survey the em-
pirical evidence about cross-country patterns of democracy. We show that richer
countries are more likely to be democratic, more educated countries are more
likely to be democratic, and more unequal countries are generally less demo-
cratic. We emphasize the basic correlations in the data and do not take a strong
view on causal relationships. Chapter 3 also discusses the large literature in po-
litical science and sociology on the creation and consolidation of democracy, and
we explain how our research contributes to this work.

Part 2 surveys existing models of collective decision making in democracies
and nondemocracies. In Chapter 4, we focus on democracies and provide a sim-
ple analysis of basic issues in the study of collective choice, electoral politics, and
competition, which is useful in later parts of the book. We also introduce some
basic models of two-group distributional conflict, paying special attention to the
relationship between inequality and redistribution, the implications of different
political identities, and the factors that determine the distribution of power in
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democracy. In Chapter 4, we also propose a reduced-form model of the distribu-
tion of power in a democracy. The appendix at the end of the book develops a
series of models that provide microfoundations for this reduced form. In Chap-
ter 5, we analyze nondemocracy with particular attention to the collective-action
problem and the issue of commitment.

Part 3 provides our approach to democratization. In Chapter 6, we introduce
our basic model of democratization. This chapter formalizes many of the issues
already mentioned in this introductory chapter, giving us ways to think about the
role of political power and the role of political institutions in allocating future
political power. It illustrates how democratization creates a credible commitment
to future redistribution by transferring political power to the majority in society.
It also shows how democratization may be a response by the elite in the face
of a credible threat of revolution by the majority. We see the possibility of an
inverted U-shaped relationship between inter-group inequality and democracy in
this chapter. Chapter 7 then develops our basic model of coups against democracy
and studies the circumstances under which democracy, once created, consolidates.

Part 4 discusses a number of important extensions to this basic framework
and some applications. In Chapter 8, we analyze how the presence of a large and
affluent middle class affects the balance of the distributional conflict between the
elites and the citizens in ways that can help create and consolidate democracy.
Chapter 9 introduces factor endowments and markets to endogenize the distri-
bution of income and discusses the impact of the structure of the economy on the
creation and consolidation of democracy. In this chapter, we also conjecture about
mechanisms that might account for political development – that is, the question
of why and whether countries transition to democracy as they become richer,
and the potential reasons for the relationship between income and democracy.
Chapter 10 extends our model to allow for international trade and mobility of
factors of production among countries and studies how globalization alters and
adds to the results we have derived until this point.

Part 5 discusses the future of democracy and concludes the book.




