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Abstract
This thesis looks at how regimes, conceptualized through competitiveness of access to power (polyarchy)

and liberal principles, affects economic development. In that regard, political regimes are conceptualized

as: liberal democracies, electoral democracies, electoral autocracies, and closed autocracies. Next,

economic development is conceptualized material well-being of society, measured in two ways. Firstly,

through GDP per capita growth percentage between 2018-2019 to demonstrate short-term change, and

secondly through GDP per capita from 2019. Utilizing the Varieties of Democracy (V-Dem) dataset, this

thesis employs a linear regression model to look at the effects, holding politico-geographic region,

political stability, population, control of corruption, and property rights constant. The models demonstrate

that overall, regimes with more polyarchy and other liberal principles do not contribute to more economic

development, with some nuances that are highlighted by six hypotheses comparing each regime type to

one another. Overall, this research provides valuable insights for both policymakers and scholars

interested in how various regimes affect economic development.

Keywords: regimes, polyarchy, liberal principles, economic development, institutions
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1- Introduction

In the modern world, the interplay between regimes and economic development has captivated

academic and societal interest, sparking an ongoing debate on how different governance systems and

practices affect economic outcomes. This thesis builds upon the foundational research within those fields

comparing how various regimes affect economic development.

The relationship between regimes and economic development is a complex and multifaceted

subject. The question of how regime type affects economic development is widely contested in both

theoretical and empirical discussions. Theoretically, scholars like Acemoglu and Robinson (2012) give

foundational theories arguing for a strong link between regimes and economic outcomes, while other

scholars like Zakaria (2003) argue otherwise. Therefore, the empirical debate in academia on this topic is

still ongoing, which is elaborated on in the following section.

From a societal perspective, this study is critically important as it extends beyond academia, and

taps into a critical contemporary issue. This study sheds light on the nuanced manners in which the

structure of political participation and competition dynamics can influence economic prosperity. Such

studies keep on being instrumental for societies having to tackle the question of the political reforms to

adopt to enhance economic development (Rodrik, 2000). From this problem statement, and academic and

social relevance, a focused research question emerges: How do different regime types, conceptualized as

closed autocracies, electoral autocracies, electoral democracies, and liberal democracies, affect economic

development?

This thesis is structured to methodologically answer the research question in a series of

interconnected components by relying on V-Dem. Firstly, the foundational section conceptualizes key

concepts. This discussion leads to the critical review of existing theories, approaches and from various

literature. Next, the research design and methodology applied in this paper are elaborated on, including

the selection of quantitative research, choice of dataset, and the operationalization of key variables. This

section also critically links the empirical findings back to the theoretical discussions specified in the prior

section. Lastly, the concluding section of this thesis synthesizes the findings, and answers the research

question.
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2-Theoretical Discussion and Conceptual Framework

The literature surrounding the impact of regimes on economic development is rich and diverse,

reflecting a spectrum of perspectives. This section begins with the conceptualization of key terms

followed by a discussion of previous literature.

2.1-Conceptualization

2.1.1-Regimes and Democracy
In this paper, regimes are conceptualized as the organization and operation of power in society in

relation to the sets of rules, procedures, and understandings that affect political participation (Macridis,

1986, as cited in Gasiorowski, 1996, p. 470). Therefore, this conceptualization includes the broader

norms surrounding political participation, as stated by Almond and Powel (1996), regimes are "a pattern

of organization for a government" (p. 18) that are embedded within the broader societal context. This

conceptualization shows how regimes are not merely about visible institutions, but rather are about

deeper, embedded understandings that affect patterns of participation in politics.

There are ongoing discussions of how to differentiate various regimes, and the concept of

democracy itself. Some such as Schumpeter (1950) defend a “minimalist” conceptualization of

democracy that only encapsulates political representatives competing for the citizens' votes. In contrast,

other authors counter that conceptualization arguing that democracy needs other features for competition

to be truly meaningful (L. Diamond, Linz, & Lipset, 1990). This paper utilizes the latter definition which

views it not just as a system, but rather as a much more comprehensive arrangement of politics and

society. In that regard, in this thesis types of regimes are differentiated according to competitiveness of

access to power (polyarchy) and various liberal principles. Robert Dahl (1971) defines polyarchy as “(...)

the opportunities for political opposition, competition, and participation (...)” (p. 222), is a crucial

component in defining political regimes.

In other words, polyarchy particularly focuses on how we can categorize political regimes based

on how they hinder or facilitate broader involvement and participation. Secondly, liberal principles

include respect for personal liberties, the presence of rule of law, and constraints on branches of

government (see Appendix A; Lührmann et al., 2018, as cited in Coppedge et al. 2024, pp. 292-293).

This broader conception is more in alignment with the current reality that there are significant differences

between various regimes in terms of facilitating meaningful competition, civil liberties and social rights,

and enabling continued responsiveness. Therefore, this creates a “need to categorize separately those

countries that allow greater political competition and freedom (...)” (Diamond, Lin, & Lipset, 1990 p. 7).

Therefore, conceptualizing it in this manner ensures that the difference between a regime that has

robust framework that fosters an active society, and individual rights is differentiated from a state that

only holds elections without such consideration and practices. While pioneering for its decade, the
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Schumpeterian approach attracts criticism for reducing democracy to a transactional activity, which

misses the profound engagements for a functioning democracy (Pateman, 1970).

2.1.1.2- Closed Autocracy

Closed autocracy is a regime where the power is highly centralized, and political pluralism is

extremely restricted. In closed autocracies, no competitive elections take place, often the executive

branch has strong control over all electoral, legislative, and judicial processes. In other words, the

executive branch does not create accountability mechanisms (Lührmann et al., 2018 as cited in Coppedge

et al., 2011). Moreover, the government becomes not accountable to either other government bodies or

the public. Therefore, this fundamental absence of mechanisms that typically create checks and balances

and limit executive power are not present (Gandhi & Przeworski, 2007). Additionally, the environment

facilitated by this regime has very limited polyarchy, meaning extensive political participation, and

opportunities for opposition are very limited.

2.1.1.3- Electoral Autocracy

Electoral autocracy is conceptualized as a regime in which “de-jure multiparty elections for chief

executive and the legislature” can be present, but the elections are not “free and fair, or de-facto

multiparty” or do not fulfill the minimum prerequisites for polyarchy and liberal principles (Lührmann,

2018 as cited in Coppedge et al., 2024 p. 292). In electoral autocracies, the prerequisites are mainly not

met due to manipulation and control by ruling authorities. Schedler (2002) describes this process as a part

of the “menu of manipulation” in which states with elections without democracy “(...) try to obtain at

least a semblance of democratic legitimacy, hoping to satisfy external as well as internal actors. At the

same time, by placing those elections under tight authoritarian controls they try to cement their continued

hold on power. Their dream is to “reap the fruits of electoral legitimacy without running the risks of

democratic uncertainty” (p. 37). This manipulation and control undermine the principles of polyarchy as

discussed by Dahl (1971).

2.1.1.4 - Electoral Democracy

Electoral democracy is a regime in which “de-facto free and fair multiparty elections” are

present, but the minimum level of prerequisites for polyarchy and liberal principles are not met

(Lührmann et al., 2018 as cited in Coppedge et al., 2024 p. 292). In such regimes, there can be challenges

in relation to liberal principles such as “access to justice, or transparent law enforcement, or liberal

principles of respect for personal liberties, rule of law, and judicial as well as legislative constraints on the

executive” (p. 292). Such challenges suggest a surface-level adherence to democratic understandings

where democratic processes do occur, but deeper structural and institutional requirements are not present.

The difference between electoral democracies and electoral autocracies lies in the effectiveness of

elections and the broader democratic framework in which they take place (Lührmann, 2018 as cited in
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Coppedge et al,. 2024). Elections in electoral democracies are substantive and ensure competition, but

rather struggle with full liberal democratic compliance, and lack the most fundamental characteristics of

fairness and freedom, often married by voter manipulation and suppression.

2.1.1.5- Liberal Democracy

Liberal democracy is conceptualized as encompassing the three components (Lührmann et al.,

2018 as cited in Coppedge et al,. 2024). Firstly, liberal democracies have free and fair multiparty

elections. In these elections, citizens can choose among multiple options in a fair electoral process. In

other words, in liberal democracies, multiple groups have the possibility of influencing decisions using

democratic processes, and the democratic culture extends beyond the right to vote and be voted (Dahl,

1971). Secondly, the institutional requirements of polyarchy are met. As discussed before, Dahl

conceptualizes these requirements for polyarchy as political participation, freedom of expression, and the

right to assembly. Thirdly, liberal democratic regimes ensure that there is respect for liberal principles.

These include personal liberty protection such as freedom of speech, religion, press, and assembly. This

third component also includes the rule of law- the sentiment that “laws [are] transparently,

independently, predictably, impartially, and equally enforced” (Lührmann, 2018 as cited in Coppedge et

al,. 2024, p. 308). Additionally, liberal democracy emphasizes strong accountability in governance,

which are “constraints on the government’s use of political power through requirements for justification

for its actions and potential sanctions” (Lührmann, 2018 as cited in Coppedge et al,. 2024, p. 294)

2.2- Control Variables
In the context of social science research, control variables are factors that are not explicitly and

directly studied, but rather must be accounted for because of their supposed influence on the outcomes of

the model. Grounded in previous research, this paper utilizes the following control variables: political

stability, politico-geographic region, population, property rights, and control of corruption.

In this study, political stability is conceptualized as “perceptions of the likelihood that the

government in power will be destabilized or overthrown by possibly unconstitutional and/or violent

means, including domestic violence and terrorism” (Coppedge et al., 2024, p. 385). Adding political

stability to this research is essential and beneficial for an array of reasons. Firstly, according to research

by Alesina and Perotti (1996), stable political conditions are conducive to receiving investment because

they reduce the uncertainty and risk that comes with economic activities. Specifically, they argue that in

unstable political environments, investors are reluctant to commit resources because they have concerns

about the continuity of government policies, and also potential risks of social unrest or expropriation.

Region is defined in politico-geographic terms, meaning the conceptualization does not rely on

the geographic location, but rather encompasses various factors like cultural, economic, political, and

social attributes. Considering these attributes allows a deeper understanding of the overall impact and
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importance of political background, beyond their mere location. The historical and political context

linked to a country's region is a very important legacy of colonialism which affects current institutional

structures and in turn economic performance. As illustrated by Acemoglu, Johnson and Robinson (2001),

countries with similar political histories or regional influences may share political and economic traits.

Therefore, many articles such as Acemoglu et al. (2001) utilized this control variable in cross-country

economic comparisons.

Incorporating population size as a control variable is essential as it ensures that the analysis

accounts for fundamental economic differences shaped by population such as the efficiency of public

services and infrastructure and labor market dynamics. In addition, similar studies such as Khaprak

(2023), and Durham (1999) have included it as a control variable.

Next, the property rights variable has been defined as “the right to acquire, possess, inherit, and

sell private property, including land” Coppedge et al., 2024, p. 309). Property rights shape economic

incentives, investment decisions, and overall economic outcomes, making it a crucial factor that can

influence how regimes affect economic development. Specifically, “the structure of incentives created by

a society’s property rights regime will determine the degree of specialization in productive activities and

hence the overall productivity of an economy” (Saleh 2004, p. 3).

Furthermore, control of corruption is conceptualized as measures of perceptions of control of

corruption, corruption being defined as the misuse of public power for private gain (Coppedge et al.,

2024, p. 385). Including this control variable is crucial because there is a body of research that discusses

how corruption can negatively affect economic development through the reduction of investment, in

terms of both physical and human capital (Keefer & Knack, 1997), and by creating a misallocation of the

public budget towards minimally productive areas, instead of growth-enhancing areas (Mauro, 1997). On

the other hand, some scholars focus on the “East Asian Paradox” where some countries (mostly with

electoral authoritarian regimes) have economically developed while low control for corruption (Gill &

Kharas, 2007).

2.3- Economic Development
Economic development can be conceptualized in various ways, depending on the aspects of the

economy that are considered. In conceptualizing economic development some scholars consider the

wider standards of living and well-being of the citizens such as by looking at education levels or

healthcare (Todaro & Smith, 2020). However, for the purposes of this study, economic development is

conceptualized strictly in terms of the material well-being of society as reflected through GDP per capita,

and GDP per capita growth. This measure reflects both the efficiency of the economy in terms of output,

while also adjusting for the population size. In addition, the dual measurement reveals both short-term

impacts and cumulative effects of regime types on economic development.
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Such approach aligns with empirical research on how regime types affect economic development

as seen in Acemoglu et al. (2019). However, it is important to acknowledge that this measure does not

capture all dimensions of development like inequality or quality of life (Stiglitz, Sen, & Fitoussi, 2009).

Nonetheless, due to the purpose and scope of this research which aims to look at the broad economic

consequences rather than intra-state economic disparities, or individual welfare, such conceptualization is

adequate.

2.4- Literature Review: Overview of Academic Theories and Approaches
In the following section, relevant academic theories, approaches and findings on the topic are

discussed. All of the literature mentioned touches upon different aspects of how various regimes affect

economic development.

2.4.1- Institutionalism and Economic Performance Theory
The Institutionalism and Economic Performance Theory is supported by an array of academic

literature that emphasizes the role of institutions in shaping economic policies and outcomes. As a whole,

the theory suggests that certain structures and regimes are better at facilitating economic development.

One of the most important seminal works in this field is Acemoglu and Robinson (2012) who argue that

the main differentiator between states that have poverty versus prosperity trajectories is the nature and

functioning of their institutions in practice. In that regard, they create a clear dichotomy between

inclusive, and extractive economic and political institutions. They define inclusive institutions as those

that give equal opportunities for participation in economic and political processes. This also includes the

upholding of the rule of law and the protection of property rights. The authors argue that inclusive

institutions provide incentives for both individuals and businesses to invest in their future, and pursue

economic opportunities.

In contrast, extractive institutions are those that concentrate power and wealth in the hands of a

few, which limits economic freedoms, and therefore hinder growth. These institutions generally serve the

interests of narrow groups and stifle competition. Douglas North (1990) adds depth to this discussion by

underscoring the role of institutions in structuring day-to-day interactions and the continuity of economic

practices. North argues this happens through “path dependence” meaning historical differences in

institutions can lead to significant variations in economic performance in the long run. This path

dependence shows the lasting impact of economic outcomes (pp. 92-98).

2.4.2- Social Cooperation and The Democratic Advantage Theories
The second theory that is important in this research area is the social cooperation theory discussed

by Rodrik (2000), and the Democratic Advantage Theory discussed by Halperin et al. (2005). Rodrik

(2000) concludes that democracies enable cooperation, deliberation, constitutional constraints, and



10
repeated interactions all of which contribute to reduced volatility in economic performance for regimes

with more polyarchy and liberal principles. He points out that, as citizens engage “(...) they come to

understand each other’s viewpoints, develop empathy, recognize the value of moderation, internalize the

common interest, and de-emphasize narrow self-interest” (p. 141).

Halperin et al. (2005) add to this by emphasizing the role of interest groups in contributing to the

free flow of information, therefore discouraging insular thinking, and stimulating vigorous debate (p. 13).

They overall argue that this shows how democratic regimes are by nature “learning organizations” that

are not constrained by pre-existing knowledge (p. 14). Adding on to this, Citing Mill (1861), Rodrik

(2000) theorizes that “democracy induces cooperation and compromise not by changing the constraints

we face, but rather changing the type of people we are” (p. 141). In addition, Rodrik points out the

constitutional constraints created by liberal democracy which constrain winners of economic policies

from not expropriating, and allowing for more broadly acceptable and inclusive policies.

This is also supported by Halperin et al. (2015) who find that the multiplicity of decision-making

process “(...) leads to more moderate and nuanced policies” (p. 13). Halperin et al. also emphasize that in

democracies, this process is not merely limited to citizens and the government. They discuss how

structurally democracies allow for “horizontal networking” which is the “(...) flow of ideas back and forth

between public, private, and civic sectors” (p. 14). They argue that this allows for more versatility,

capability of adjustment, and timeliness in comparison to more autocratic regimes (p. 14). In that regard,

Rodrik concludes that “democracy is of economic value precisely in societies where ethnic, linguistic,

geographical, and other cleavages would otherwise result in excessive amounts of unproductive

opportunistic behavior” (p. 144). Overall, Rodrik concludes that although these attributes make

democracies “(...) better at adjusting policies in response to shocks” (p. 141) but that their impact on

accelerating economic growth is not clearly established.

2.4.3-.The Accountability and Competition Approach
One important approach that touches upon the effect of democratic regimes on economic

development is the accountability and competition approach. Strongly linked to the previous theory

discussed, it emphasizes how elections foster accountability to citizens influenced by competition.

Halperin et al. (2005) contend that since in regimes with more competitiveness, polyarchy leaders are

accountable to the citizens through free and fair elections, this incentivizes leaders to make policies that

promote an efficient allocation of resources, and therefore more economic development. This is also

stated by Knutsen (2012) who points out that “(...) political accountability is lower under dictatorship,

among other reasons owing to the lack of free and fair elections. This reduces pressures on leaders to

channel resources to immediate public consumption” (p. 400). Przeworski and Limongi (1993) although

they find ambiguous effects of democracy on economic development, support this argument by
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emphasizing how authoritarian regimes are more likely to eventually be predatory, and turn into a source

of inefficiency.

Additionally, Wittman (1989) by looking at the case of seventeenth-century England argues that

within democratic regimes, political competition is particularly crucial in facilitating economic

development He argues that because of political competition, those who want to be in power are

incentivized to avoid socially wasteful rent-seeking behavior like “alter(ing) tax levels unilaterally” (p.

829).

Several authors add on to this by arguing that the state is always ready to prey on and exploit

society, and that “only democratic institutions can constrain it [the state] to act in general interest. From

this view, “dictatorships are a source of inefficiency” (North, 1990 as cited in Przeworski & Limongi,

1993, p. 57). Building on this, Chaudhry and Mazhar (2018) contend that “political competition is built

into and is endogenous to the process of elections in a democracy” (p. 3), and finds that “both in theory

and evidence, political competition is documented to have a positive influence on economic outcomes”

(p. 13), focusing on the case of Pakistan. It is argued that this is because the “(...) ruling party’s

probability of remaining in power is positively affected by economic growth” (Feng, 1997, as cited in

Chaudhry & Mazhar, 2018, p. 3).

2.4.4- The Case for More Autocratic Qualities within Democracies
Plümper and Martin (2002) agree with scholars of the accountability approach that as democratic

attributes in the regime increase, the government begins to provide more public goods to maintain power

which contributes to economic development. However, according to Plümper and Martin (2002) “if

levels of democracy exceed beyond a certain point, governments face an incentive to invest more in the

provision of public goods. By doing so, they increase the government share of the economy and reduce

private investment” (p. 29). In other words, as a regime becomes very democratic, the government tends

to spend more which crows out private investment, affecting economic development results (pp. 30-36).

To sum up, they argue that while “purely autocratic governments tend to over-invest in rent activities (...)

pure democracies have an incentive to over-invest in public goods” (p. 44).

2.4.5- Nuances of the Accountability and Competition Approach

Many scholars discuss how regimes with more autocratic tendencies can be conducive to

economic development, some arguing that they “manage the growth process with more precision and

efficiency than do democracies” (Magee and Doces, 2015, p. 224). In addition, democracies are more

vulnerable to “immediate consumption, redistribution demands, and special interests” (Huntington, 1968;

Bhagwati, 1982, as cited in Wu, 2012, p. 367) that can hinder economic performance, while closed

autocratic regimes can more easily resist such demands.
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In summary, there are trade-offs within each regime structure. Closed autocracies are more likely

to lack institutional incentives for development due to the absence of an electoral system, unless the

dictators are personally motivated to enhance development, while democratic regimes are hindered by the

need to balance short-term interests and "multiple constituencies with parochial interests” (Wu, 2012, p.

368).

2.5- Theoretical and Conceptual Application
Building on the seminal works of Dahl (1971) and Almond and Powell (1996) political regimes

are conceptualized to include not only governmental arrangements but also by the environment in which

they operate. In that regard, regimes are divided into: closed autocracies, electoral autocracies, electoral

democracies, and liberal democracies. Keeping the theories and approaches in mind, the hypotheses

compare each regime type to one another.

3- Research Design and Methodology

3.1- Methods of Analysis and Dataset
This thesis utilizes a quantitative methodology to empirically test the expected effect. Quantitative

methodology is particularly suited to this research question due to its ability to give precise and statistical

insights. By conducting a linear regression, this study seeks to identify and quantify the effect of regime

type (alongside relevant control variables) on economic development.

In this study, six hypotheses are tested using different dependent variables: one measures the

percentage growth of GDP per capita between 2018-2019 while holding the GDP per capita of 2018

constant, and using 2018 data constant for other variables, and the latter uses GDP per capita for 2019 as

the dependent variable, with 2018 data for all other variables. The first approach looks at short-term

fluctuations providing insights into the direct impacts on economic growth within a single year. The latter

offers a complementary perspective, revealing the cumulative economic development. This dual approach

not only enhances the robustness of the analysis, but also gives a comprehensive view of how various

regime types with varying characteristics of polyarchy and liberal principles affect economic outcomes.

As a data source, this paper makes use of the largest dataset on democracy, the V-Dem dataset

which “gathers data from five experts per country-year observation, using a pool of over 3,700 country

experts” (Marquardt, n.d.). This ensures that a holistic view of democracy is created. In addition,

potential systematic biases of these experts are addressed “by aggregating expert coded data with a

measurement model” (Marquardt, n.d.) V-Dem generates a rigorous methodology that helps mitigate

biases and enhance reliability. In addition, it is considered to be “the largest dataset on democracy”

(Lindberg, n.d) which means it is a rich and authoritative data source with regards to democracy utilized

in numerous literature such as Lührmann & Lindberg (2019) and Pemstein, Meserve, & Melton (2010).
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Overall, leveraging the V-Dem dataset provides broader coverage, enhanced reliability, and the

ability to conduct more nuanced analyses compared to alternative data sources. In the operationalization

of economic development, data from the World Bank (that is included in the V-Dem dataset as additional

indices) will be utilized.

3.2- Temporal Scope and Selection Criteria
Focusing on the years 2018-2019 to explore this research question is particularly insightful

because they are the most recent year with completed data of global activity before the disruption of the

COVID-19 pandemic. According to the International Monetary Fund (2021), global GDP growth

dropped dramatically by 3.3% in 2020 due to the global pandemic, which was the biggest global

economic contraction since the Great Depression, which has been called the synchronized slowdown of

the global economy by Gopinath (2019).

Consequently, this temporal scope provides a crucial baseline for understanding the influence

without being affected by the pandemics confounding impacts (World Bank, 2020). Therefore, the scope

of this research is to look into the intrinsic economic outcomes associated with different regime types

while getting less affected from the pandemic’s global economic shock.

As the main goal of this study is to quantify the effect of regime type on economic development,

26 countries that have missing regime type value have been removed from the dataset, most of them

being small island countries with populations below 1 million or micro-states (see Appendix A, Table 1).

In addition, Zanzibar, Somaliland, and Palestine/West Bank, Kosovo and Hong Kong have been removed

from the dataset due to their ambiguous political status regarding recognition, in addition to having

missing values. Venezuela has also been removed because it experienced a severe economic collapse with

hyperinflation, and a sharp decline in GDP per capita during the chosen time period, becoming an

extreme outlier (Wang, 2021). In addition, Singapore has been removed because it is an extreme outlier

for the regression model with GDP per capita as a dependent variable. Including Singapore skews the

mean and increases the variance within the whole category substantially, distorting the overall picture of

economic conditions for electoral autocracies (see Appendix A, Figures 2-3).

3.3- Quality Assurance
In this thesis, the steps of quality assurance have been carefully considered in terms of research

design and methodological choices. In terms of data reliability, the V-Dem dataset's expert aggregation

reliance on multiple experts, and measurement models, and highly regarded reputation minimizes

potential biases arising from the data collection and source, increasing reliability. In terms of research

design, as mentioned before, in order to quantify this relationship, a linear regression is utilized. The

choice of a linear regression is particularly useful and suitable for this research for several reasons.
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Firstly, a linear regression allows for a quantification of the relationship between the independent

and dependent variables, while controlling the necessary variables. In addition, linear regressions offer

straightforward representations in which each displayed coefficient indicates an expected change in

economic development outcomes while holding other factors in constant. Nevertheless, it is important to

note that none of the hypotheses in this thesis argue for a direct causal relationship between the variables.

The linear regression models only provide insights into whether a change in the independent variables

can be associated with a change in the dependent variable.

Furthermore, this paper addresses both internal and external validity in its methodology. Internal

validity looks at whether the “(...) study design, conduct, and analysis answer the research question

without bias” (Andrade, 2018, p. 498). In this research, the use of reliable data sources enhances internal

validity by making sure that the operationalization and measurements are accurate and consistent.

Building on that, including control variables also contributes to internal validity by isolating the effects of

the independent variable. In addition, by only focusing on the years before COVID it controls for the

economic distortions caused by the aftermath of the pandemic. Also, the exclusion of cases with

ambiguous political status which aims to minimize potential confounding effects.

External validity is “(...) the extent to which inferences drawn from a given study's sample apply

to a broader population or other target populations” (Findley et al., 2021, p. 365). In the dataset of this

research, with over 170 cases which strengthens the external validity of this research. However, it should

be noted that the sample excludes countries with ambiguous political statuses and certain small island

states. In addition, some regions such as Sub-Saharan Africa have more cases while the Middle East &

North Africa have fewer, which is inherent to the distribution of states and not a result of deliberate

selection. Furthermore, the temporal scope of this research is limited which constrains the generalizability

of the findings to longer time periods.

3.4- Operationalization

3.4.1- Regimes
Concerning operationalization of the regimes: this paper utilizes the Regimes of the World

(RoW) indicator, where closed autocracy is operationalized as 0, electoral autocracy (1), electoral

democracy (2), liberal democracy (3). This indicator is operationalized in an ordinal scale, and includes:

electoral regime indexes, the executive, legislature, and party system, perceived fairness of electoral

processes focusing on the existence of interference, the extent to which the executive branch is held

accountable, legislative constraints, and the presence of polyarchic characteristics (Coppedge et al., 2024,

p. 292; see Appendix A).

This categorical operationalization is based on fundamental differences in how power is

distributed, exercised, and governed in various regimes. Each regime is defined through specified criteria
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from empirical data, ensuring a rigorous basis. Therefore, this simplifies data interpretation and creates a

structured approach to conduct comparative analysis across regime types. This terminology is widely

accepted as seen in Diamond (2002) and Schedler (2013) as cited in Lührmann, Tannenberg, and

Lindberg (2018). Moreover, this conceptual framework is widely adopted in the field, enabling

integration of insights from other researchers who use the same terminology (Miller 2015).

Overall, the variable asks “how can the political regime overall be classified considering the

competitiveness of access to power (polyarchy) as well as liberal principles?” (p. 292). As indicated in

Table 1, electoral democracy is the most prominent regime type, followed by electoral autocracy, liberal

democracy, and closed autocracy.

Table 1: Frequency Distribution of Regimes in the Sample

3.4.2- Control Variables
As mentioned before, this study utilizes the following control variables: political stability,

politico-geographic region, population, control of corruption, and property rights. For the

operationalization of all the control variables, and independent variables this study heavily relies on

V-Dem as the only data source.

Political stability is measured by quantifying the presence of stability threats, and their

perceptions. The range of political stability is substantial, spanning from the lowest score -3.01 of Yemen

to the highest score of 1.53 attributed to New Zealand.

Table 2: Descriptive statistics for Political Stability
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Next, the geographic region variable ranges between 1-6, each representing different

politico-geographic regions. Closed autocracies are most prevalent in the Middle East and North Africa

with 11 cases, while electoral autocracies are most seen in Sub-Saharan Africa with 25 cases. In addition,

electoral democracies are most prevalent in Eastern Europe & Central Asia, while liberal democracy is

predominantly seen in Western Europe and North America, accounting for 23 cases (see Appendix A,

Table 2). Since a linear regression will be conducted, all of these categories have been transformed to

dummy variables with Sub-Saharan Africa used as the reference category.

Table 3: Politico-geographic regions in the sample

Another crucial control variable in this study is population. The scores represent the population of

a given state divided by 10,000. Seychelles has the lowest population in this dataset, with 102,900

people, while China has the highest, with 1.4 billion.

Table 4: Descriptive statistics for Population

Furthermore, the control of corruption variable is a continuous variable with lower scores

indicating low control of corruption, and high scores indicating high control of corruption. While Somalia

scores the lowest on the control of corruption, Finland scores the highest.

Table 5: Descriptive statistics for Corruption
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Next, the property rights variable is measured on an interval scale between 0-1, and has a range of

0.96, with North Korea having the lowest score, and Germany having the highest.

Table 6: Descriptive statistics for Property Rights

3.4.3- Economic Development
This study utilizes GDP per capita to measure economic development. GDP per capita is “ (...) the

sum of gross value added by all resident producers in the economy plus any product taxes (less subsidies)

not included in the valuation of output, divided by mid-year population” (World Bank, n.d.). Overall, this

measure provides a “basic measure of the value of output per person” (World Bank, n.d.). As discussed

before, for all hypotheses, models are estimated with two different measures: GDP per capita for 2019,

and the growth in GDP per capita in percentages between 2018-2019.

Table 7: Descriptive statistics for GDP per capita (2018)

Table 8: Descriptive statistics for GDP per capita (2019)
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Table 9: Descriptive statistics for GDP per capita growth (%) (2018-2019)

4-Research Results and Analysis
In the following sections, the estimated coefficients for the data are presented in Table 10 and 11.

For all hypotheses economic development is measured in two ways: growth in GDP per capita, and GDP

per capita. Therefore, each estimated model is interpreted in two parts, the first paragraph is an

interpretation of GDP per capita growth (see Table 10), while the second is an interpretation for GDP per

capita (see Table 11).

All estimated models use the same set of data, but the reference category has been switched to

test each hypothesis. Therefore, the explanatory power of each model is the same when the dependent

variable remains the same.

When the dependent variable is GDP per capita growth, adjusted R² is 0.030, for the main models.

However, when additional control variables are added, the adjusted R² increases to 0.207 which shows

that the inclusion of those control variables enhances the explanatory power and significance of the

models. Similarly, when the dependent variable is GDP per capita itself, the adjusted R² is 0.529 for the

main models, and the adjusted R² increases to 0.723. All models have statistical significance (p<0.05)

except for the main models for Table 10.
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Table 10: Estimated coefficients for models taking GDP per capita growth as dependent variable
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Table 11: Estimated coefficients for models taking GDP per capita as dependent variable
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4.1- The Effect of Regime Type

4.1.1- Hypothesis-1
H1: Electoral autocracies lead to more economic development compared to closed autocracies.

Null: Electoral autocracies do not lead to more economic development compared to closed autocracies.

In Model 1 (with controls) where closed autocracy is the reference category, the coefficient for

electoral autocracy is 0.002 (p>0.05), indicating that there is no statistically significant difference in GDP

per capita growth percentage compared to closed autocracies. Therefore, although the direction of the

coefficient in Model 1 suggests support for H1 with a slightly positive coefficient, in the estimated model

the coefficient lacks significance, which shows that the model does not show support for H1.

Next, when GDP per capita is the dependent variable, in Model 5 (with controls) the coefficient

for electoral autocracy is -2.730 (p>0.05). Thus, we fail to reject the null hypothesis for H1 when

considering models for both GDP per capita growth, and GDP per capita.

4.1.2- Hypothesis-2
H2: Electoral democracies lead to more economic development compared to electoral autocracies.

Null: Electoral democracies do not lead to more economic development compared to electoral

autocracies.

For H2, in Model 2 (with controls) the coefficient for electoral democracy is 0.672 (p>0.05), and

the coefficient for electoral autocracy. The estimated model suggests that electoral democracies might

lead to more economic development compared to electoral autocracies, but since it lacks statistical

significance, we fail to reject the null hypothesis for H2 when the dependent variable is measured as GDP

per capita growth.

In Model 6 (with controls), the coefficient for electoral democracy is -1.248 (p>0.05), meaning

that electoral democracies lead to a GDP per capita lower than electoral autocracies, holding other

variables constant. However, the results are not statistically significant. Overall, while Model 2 suggests a

potential positive effect of electoral democracy, while Model 6 indicates the opposite. Therefore, since in

both models the coefficients are not statistically significant, we fail to reject the null hypothesis.

4.1.3- Hypothesis-3
H3: Liberal democracies lead to more economic development compared to electoral democracies.

Null: Liberal democracies do not lead to more economic development compared to electoral

democracies.
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In Model 3 (with controls), the coefficient for liberal democracy is -0.484 (p>0.05) when the

reference category is electoral democracy. The coefficient aligns with H3, but due to the lack of statistical

significance, we fail to reject the null hypothesis when the dependent variable is measured as GDP per

capita growth.

Conversely, when the dependent variable is GDP per capita, according to Model 7 (with controls),

the coefficient for liberal democracy is 10.022 (p<0.05). This indicates a substantial positive association,

suggesting that liberal democracies lead to a significantly higher GDP per capita by 10022 USD

compared to electoral democracies (holding all else constant). Therefore, while GDP per capita growth

does not support H3, it is the vice versa for GDP per capita.

4.1.4- Hypothesis-4
H4: Electoral democracies lead to more economic development compared to closed autocracies.

Null: Electoral democracies do not lead to more economic development compared to closed autocracies.

In Model 1 (with controls), the coefficient for electoral democracy is 0.674 (p>0.05). Although

the sign of coefficient aligns with H4, the coefficient is not statistically significant which means we fail

to reject the null hypothesis for H4 when the dependent variable is GDP per capita growth.

According to Model 5 (with controls), the coefficient for electoral democracy is -3.977 (p>0.05),

hinting that electoral democracies lead to a smaller GDP per capita compared to closed autocracies.

Therefore, since the coefficients do not have statistical significance in both models, we fail to reject the

null hypothesis.

4.1.5- Hypothesis-5
H5: Liberal democracies lead to more economic development compared to closed autocracies.

Null: Liberal democracies do not lead to more economic development compared to closed autocracies.

In Model 1 (with controls), the coefficient for liberal democracy is 0.189 (p>0.05), indicating

statistical insignificance. Therefore, the coefficient in Model 1 does not provide support for the

hypothesis.

When GDP per capita is the dependent variable, in Model 5 (with controls) the coefficient for

liberal democracy is 6.044 (p>0.05). Despite the positive coefficients suggesting support for H4, the lack

of statistical significance means we fail to reject the null hypothesis in both models.
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4.1.6- Hypothesis-6

H6: Liberal democracies lead to more economic development compared to electoral autocracies.

Null: Liberal democracies do not lead to more economic development compared to electoral autocracies.

In Model 2 (with controls), the coefficient for liberal democracy is 0.187 (p>0.05), which shows

that liberal democratic regimes are expected to lead to more economic development in terms of GDP per

capita growth in comparison to the reference category of electoral autocracy. However, the coefficient

lacks statistical significance.

In Model 6 (with controls), the coefficient for liberal democracy is 8.774 (p<0.05), indicating that

liberal democracies lead to a GDP per capita 8774 USD higher compared to electoral autocracies. In

summary, while Model 2 does not provide sufficient evidence to support H6, Model 6 demonstrates that

liberal democracies lead to more economic development compared to electoral autocracies.

4.2- The Effect of the Control Variables
Across the models, Eastern Europe & Central Asia show a positive statistically significant (p<

0.05) difference of 1079 USD in GDP per capita compared to Sub-Saharan Africa. The Middle East &

North Africa exhibit a significant negative coefficient for GDP per capita growth (-2.289 %), but not for

GDP per capita. Western Europe & North America also indicate a 98 USD higher GDP per capita

compared to Sub-Saharan Africa. The remaining coefficients for the region variable are not statistically

significant (p>0.05). Additionally, for the models with GDP per capita growth, the coefficient for GDP

per capita control variable is negative, indicating that an increase in GDP per capita leads to a decrease in

the GDP per capita growth variable, but the coefficients lack statistical significance.

For the remaining control variables, both control of corruption and political stability indicate a

positive effect in both models, while property rights only achieves statistical significance in the model

with GDP per capita growth. A one unit increase in political stability is associated with a 0.694% GDP

per capita growth rate, and a 3380 USD higher GDP per capita. A one unit increase in control of

corruption is associated with an increase in GDP per capita of 5899 USD, while it leads to a GDP per

capita growth of 1.066%. Lastly, property rights exhibit a significant negative effect as one unit is

associated with a 11673 USD decrease in GDP per capita.

Overall, the control variables have affected the results of the models fundamentally. According to

Models 8 (main), liberal democracy consistently leads to a statistically significant and larger GDP per

capita compared to the rest of the regimes, which provides support for H6, H5, H3. In addition, Models

1-4 (main) which utilize GDP per capita growth as a dependent variable, provide support for H1 and H5

when control variables are not added.
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4.3- Checking.Assumptions for Estimated Models

Although there are minimal problems related to multicollinearity, and heteroskedasticity, most

assumptions of linear regression are met (see Appendix B).

4.4- Discussion of Findings
Based on the interpretations, regimes with more polyarchy and liberal principles do not lead to

significantly more economic development. The following paragraphs go deeper into the discussion of

overall trends emerging from the interpretations, and connect them to previous literature.

Firstly, electoral autocracies, electoral democracies, and liberal democracies do not lead to

significantly higher economic development than closed autocracies, measured through GDP per capita

growth. This suggests that regimes that do hold elections, have more polyarchy and liberal principles do

not lead to more GDP per capita growth in comparison to closed autocracies which do not hold elections,

and have low scores on such measures. However, the findings for the GDP per capita model indicate

statistical significant coefficients. Specifically, liberal democracies stand out in Model 6 and 7, where it

demonstrates a significant positive effect on GDP per capita compared to electoral autocracies, and

electoral democracies, respectively.

All in all, this shows that while liberal democracies lead to a higher GDP per capita, the one year

growth in GDP per capita does not significantly differ among the various regimes. Therefore, the

differences between GDP per capita growth and GDP per capita highlights an interesting dynamic. While

short-term economic growth rates caused by liberal democracies do not significantly differ from other

types, the overall level of economic development caused by liberal democratic regimes tends to be higher.

This is supported by Chan (2001) who concluded that “though it (liberal democracy) cannot

guarantee increases in a nation's GDP or per capita income, the practice of democracy is critical for

long-term sustainable growth (p. 9). However, it should be noted that GDP per capita from one year

cannot measure “long-term sustainable growth” or overall economic performance over the years on its

own, therefore a larger temporal scope would need to be conducted to provide support for this statement.

Overall, in relation to the theoretical framework, the institutionalism and economic performance, social

cooperation, and accountability theories are not fully supported by the findings.

Secondly, in Model 4 where electoral democracy is the reference category, all other regimes have

negative and statistically insignificant coefficients. Although the direction of the relationship suggests

support for Plümper and Martin (2003)'s argument that both purely autocratic and purely democratic

regimes have certain disadvantages in economic development, the findings do not fully support it because

the coefficient is not significant.

Thirdly, electoral autocracies fail to show significant economic development advantages

compared to closed autocracies. This suggests that electoral processes present in autocratic settings might
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not lead to better economic development outcomes in comparison to closed autocracies who do not hold

elections. This finding is supported by Kaplan (2000) argues that “if a society is not in reasonable health,

democracy can not only be risky but disastrous” (p. 62). Additionally, Zakaria (2003), found that in many

African states, while democratization has brought liberty to the people, it has also exacerbated chaos, and

lawlessness especially in states with sharp ethnic divisions (p. 92). This contrasts Miller (2015) who

argues that autocratic elections matter as they play an important role in establishing accountability and

“promoting specific models of development” (p. 1553). Wu (2012) adds nuance to this discussion by

saying that democracies are superior to autocracies “only when structural factors, such as external threats

or natural resource intensity, are not favorable to growth” (p. 365).

Additionally, based on the findings, we fail to reject the expectation that closed autocracies lead to

significantly less economic development compared to electoral autocracies. Therefore, linked to the

literature review section, we are unable to reject the argument that closed autocracies may manage

economic development efficiently due to less vulnerability to immediate consumption demands (Magee

& Doces, 2015; Huntington, 1968; Bhagwati, 1982, as cited in Wu, 2012), in comparison to electoral

autocracies who need to consider such demands more. Overall, the lack of significance suggests that both

closed autocracies nor electoral autocracies lead to significantly better economic development compared

to one another.

5- Conclusion and Reflection
In concluding this thesis, the empirical analysis of the main hypothesis does not confirm the

expectation that regimes with more polyarchy and liberal principles lead to more economic development.

Electoral autocracies, electoral democracies, and liberal democracies do not lead to a significantly higher

GDP per capita growth compared to closed autocracies. While liberal democracies tend to lead to higher

overall GDP per capita, they do not demonstrate a significant effect for growth.

One of the main strengths of this research is the robust conceptual framework that explores

variations of conceptualizations, and theories. Additionally, the utilization of V-Dem gives the thesis a

solid empirical foundation. Also, the differentiation of regimes as liberal democracies, electoral

democracies, electoral autocracies, and closed autocracies is used in academic research, and highly

relevant in the current global political climate.

However, the thesis has some weaknesses that need to be addressed. Firstly, this thesis has a

limited temporal scope which limits generalizability. This can potentially overlook longitudinal dynamics

of regime changes, which means that this research is not able to make a more dynamic analysis of these

effects that capture change over time. Secondly, the scatter plot for GDP per capita as a dependent

variable indicates the presence of heteroskedasticity which shows that the variation in errors is not

constant. Since this thesis explores broad trends and correlations and does not seek to provide specific

estimations of effects, heteroskedasticity has not been corrected. Nevertheless, it is important to



26
acknowledge that the presence of heteroskedasticity limits the precision of the coefficients drawn from

them. Lastly, this thesis relies exclusively on V-Dem for all data and operationalizations. While V-Dem is

a rich and authoritative source widely popular in this field, it should be noted that potential biases

stemming from the data source are not fully mitigated.

Building upon this thesis, there are several recommendations that would complement the

approaches and findings of this research. Firstly, future research can use time series regression to identify

how regimes affect economic development overtime, across different politico-geographic regions. This

can also be complemented by a longitudinal analysis of countries transitioning from one regime type to

another. By focusing on countries going through regime transitions, future research can look at their

economic development levels before, during, and after the transition. Lastly, another recommendation

would be to compare how the specific indicators of the RoW indicator such as rule of law, judicial

independence, or the presence of polyarchic characteristics affect economic development to measure if

there are differences among the indicators.
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Appendix A
Operationalization of Political Regimes
The following categorization is my interpretation of the sources.

● electoral regime indexes
○ v2x_elecreg, v2xlg_elecreg, v2xex_elecreg

● the executive, legislative, judicial and party system
○ v2elmulpar_osp, v2elmulpar_osp_ex, v2elmulpar_osp_leg, clacjstm_osp, v2clacjstw_osp,

v2cltrnslw_osp
● perceived fairness of electoral processes focusing on the existence of interference

○ v2elfrfair_osp, v2elfrfair_osp_leg, v2elfrfair_osp_ex
● the extent to which the executive branch is held accountable

○ v2expathhg, v2expathhs
● legislative constraints

○ v2ex_legconhos, v2ex_hosw
● the presence of polyarchic characteristics

○ V2exaphogp

Table A.1: Missing countries from the V-Dem Dataset for 2018-2019

Microstates Small States

(based on population size of 1 million or fewer)

Others

Andorra
Liechtenstein

Monaco
San Marino
Vatican City

Antigua and Barbuda, Bahamas, Belize, Brunei
Dominica, Grenada, Kiribati, Marshall Islands
Micronesia, Nauru, Palau, Saint Kitts and Nevis
Saint Lucia, Saint Vincent and the Grenadines

Samoa, Seychelles, Tonga, Tuvalu

Belize
Cabo Verde

Equatorial Guinea
Eswatini
Bahamas

Table A.2: Geographical Distribution of Regimes
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Figure A.2: Box-plot for GDP per capita by different regime types
For Figure A2.2, the values for Singapore (referred to as 135) have been included.

Figure A.3: Box-plot for GDP per capita by different regime types
For Figure A2.3, the values for Singapore (referred to as 135) have been excluded.
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Appendix B

The assumption testings have only been conducted for Model 1 and 5 with controls since they
have been used extensively in the analysis. The remainder of the models have also demonstrated very
similar results, and therefore have not been included.

Regression & Assumption Testing for Model 1 (with controls)
The scatterplot shows a random distribution of residuals, meaning the assumption of linearity is

met. According to the histogram, residuals are close to a normal distribution, and the Normal P-P plot
also does not indicate any problems with regards to normality. In addition, the Cook’s Distance scores
are below 1, showing no serious problems with regards to outliers. In addition, there are some problems
with regards to multicollinearity, for example between the control variable GDP per capita 2018, and
control for corruption (Dimension 14).
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Regressions and assumption testing for Model 5

The scatterplot shows a random distribution of residuals, meaning the assumption of linearity is
met. According to the histogram, residuals are close to a normal distribution, and the Normal P-P plot
also does not indicate any problems with regards to normality. In addition, the Cook’s Distance scores are
below 1, showing no serious problems with regards to outliers. However, the scatterplot slightly
resembles a funnel, indicating that there might be some problems with regards to heteroskedasticity. In
addition, the collinearity diagnostics table does not indicate any serious violations.
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Coefficients for Model 2-4:
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Coefficients for Model 6-8:
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