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Scholars continue to grapple with the impafceconomic development on democratisgtion
prominent recent researblasfocused on the effects of economic inequalicemoglu and
Robinson 2001,2006) argue that democratisatioikelier when inequality is at middling
levels while Boix (2003) suggests that democratisation is idteheninequality islow. Both
assume that democratisation is a function of autoattesO fear of thextent to which a future
median voter would redistribute und#éfferent levels of inequality. Drawing on contractarian
political theory, we suggest that democratisatidnsgead a function alemandsy rising
economic group#or pratection from the stat& his alternativeapproach suggests that land and
income inequality impact democratisation differenigdgeneratesounterintuitivepredictions
about the relationship betwegmtomeinequality and democratisatioAutocracies withunequal
land distribution ardesslikely to democratise, while autocracies witigh incomeinequality are

morelikely to democratise.



1. Introduction

Recent research on the origins of democracy continues to scrutinise the core idea behind
modernis#on theory, that economic development somehow generates pressure to liberalise non
democratic regime&Vhile some have sought to dismiss this hypothesis once and, fatfadirs
find renewed support for the argumentOs fundamental thaparticular, reentbooksby Daron
Acemoglu and James Robinson and Carles Boix have offered new theoretical twists on long
establishedrgumentg.Both sets of authors shift the theoretical foftom theeffect of thdevel
of wealthto that ofthedistribution of wealth on elitesO incentivi® block democratisatioBoix
predictsthat inequality and democratization are negatively related, Whigenoglu and
Robinson predict an inverted-shape relationship between inequality dedocratization:
transitions ardikeliestat moderate levelsf inequality, with autocracy likedr atthelowest and
highest levels of inequality-hese books haveelpedexplainregime change by identifyingow
economidnequalityimpactsdilemmas of commitment and credibility underlying interactions
between social gups.

In this paper we build on these efforts to connect economic ineqteadigmocratisation.
However, we begin from fundamentally distinct theoretical premigatb. Boix and Acemoglu
and Robinson assume that regime changdeven byautocratic eligsO fear of thelativecoss
of redistribution under democracythen inequality is high, elites have more to fiekam the
future median voter. In contrast, when inequality is low, the median voter will demand less
redistribution.In our view regime chaye is not a function of autocratic elitesO fear that the poor
and middle classes would expropriate their assets under demdtraaystead a function of

disenfranchised yetsing economic groupsO struggles to obtain credible commitments against



expropiation oftheirincome and assets by the autocratic €lites suggests transitions are
often a function of intralite conflict, rather than of a monolithic eliteOs fear of the poor.

This argument draws on classic insights from contractarian poliiealy and the neo
institutional theory of the statparticularly works by North and Weingast, and Of$tiralso
leverages theoreticallymore nuanced viewf the economy anthequality. Weargue that
theories of democratization should take accountftéréntial growth rates across economic
sectors, thereby distinguishing betweéesquality in fixedassets such d&nd, predominantly
owned by the ruling in elite in autocracy, and inequality produced by growing sectors like
industry, which often obtain® rising economic groups who lack political representation under
autocracy. Our argumetitus highlightghe political tensionfollowing from the emergence of
groups whose political power does not match their economic power. This distiosttical
starting pointsuggests thahcome and land inequality impact democratisation differently.
Specifically,landequalityand incomenequalityshould both positively effect democratisation.
Though these predictions clash with the expectations of AcemoglRamdson and Boix,
guantitative analysis supports @approach.

The next sectioneviewsrecentscholarly efforts to specify thelationship between
economic inequality andemocratisationrandexplains how our theoretical approach difféhse
then deveadp a formal model of regime change that distinguishes among types of inequality and
the incentives facing three groups of political actdrse fourth section providesbroad series
of empirical tests, using twioequalitydatasetsind a variety of meases of democratic
transitions.We findconsistent support forreegative relationship between land inequadityl

democratisation andgositive relationship between income inequality and democratisation.



2. Democratisation: Demand for Redistribution or Demand for Protectiorn?

Two important recent books have reexamined the relationship between inequality and
democratisationBuilding onMeltzer and RichardOs theory of redistributive politios, earlier
work by Acemoglu and Robinso@arlesBoix suggestshatunder autocracy elites fetlre threat
of redistribution less when the future median voter under democracy has an income similar to
their own* Thus, undeconditions of equalitglites have little téearfrom liberalisation Boix
also suggests thdemocratisation is more likely when eliteddhmobile assets since they can
shield their wealth from the threat of taxati®@oixOs theory boils down to the proposition that
elitesdemocratisavhen the threab their assetdom redigribution by the poois low.

Daron Acemoglu and James Robinsgmnee with Boix regarding assgiecificity, but
hypothesize that a more completationship between inequality addmocratization exists: the
relationship takes the form ah Oinverted & Like Boix, Acemoglu and Robinson (henceforth
A&R) arguethatunder conditions of inequalislites fear redistribution and choose to repress
rather than democratis¥et in contrast to BoixA&R argue that democratisation is also unlikely
under conditons of equality, in this case because theli&ls demandor economic
redistribution Theythereforepredict thatat Omiddling@ évelsof inequality the probability of
democratisation will be highesh such situations, the rich and other classes comige.Elites
are under some pressure to liberalise, yatabse the poor do not pose the same redistributive
threat as they would under very high inequality dlie accepthe moderate levels of
redistribution that accompany democratisation rathem fray the cost of repression under
continued autocracy.

Our theoretical understanding of the relationship between inequality and democratisation

differs in two key ways from both Boix and A&R: (1) in terms of which social actors are driving



regime transibns and expropriating from each other; and (2) in terms of the nature of economic
inequality. First, Boix and A&R assuntieat regime change diven by autocratic elitesO

evaluation of their expected losses from redistribution under demobgvacsuggesthat this
approach has things backwardsour view, democratization is best understood as a struggle on
the part of disenfranchised groups to obtain credible commitments against expropritten of
income and assets by incumbent elites. This argudramts on classic insights from

contractarian political theory and from what scholars today call the neoclassical theory of the
state.

Ever sinceThomasHobbes, political theorists have noted the need for a OLeviathanO to
resolve the potential problem afgalation by one private party against anot@ércourse, these
same theorists understood that the Leviathan could itself become the predlagxampleboth
James Madison and John Stuart Mill expressed concern about the tension between effective
govermment and limited governmennferring that a government powerful enough to control
citizenswould also threatn citizensO liberty.

Contemporary scholarship draws upon these insights to make fundamentally similar
points. ThudDouglas NorthOs Oneoclasgivabry of the stateO and Mancur OlsonOs conception
of the state as a Ostationary banditO both begirafsimilarpremise a government powerful
enough to enforce contracts between citizens and prevent violations of property rights is also a
potential theat to those same contracts and property rfgtiteder autocracy, governments
frequently set up institutions that deny citizensO rigiatsife, liberty,and property. Olson
writes, OHistory provides not even a single example of a long and unintsegtence of
absolute rulers who continuously respected tiopgty rights of their subjec@while

democracies are Othe only societies where individual rights to property and contract are



confidently expected to last across generatidmé@dth thus fanouslysuggestd that

democratisation is a story of the struggle to gradually extendghitg enforcement of contracts
and property rights in order to Oeliminate the capricious capacity of a ruler to confiscate wealth
and to develop thirgharty enforceent of contractsMore generally, autocracies cannot

credibly commitnot to expropriateitizensO wealth

The question remains how democratisation comes aboutNorth, although economic
exchange typically involves agreements reached wili@rexising set of political institutions,
democratisatiomccursbecaus®ccasionallyOthe players find it worthwhile to devote resources
to altering the more basic structure of the polity to reassign right$@n selfinterested socio
economic actors seek thange the rules of the game, by changing the regime itself, the outcome
depends on changes in the relative bargaining strength of the relevarit acpsozess we detail
below*® Most simply, ising economic grougis newfound wealtmproves their ability to
successfully change the regime so as to prevent expropriation.

This approach differRindamentallyfrom thoseof both Boix and A&R here,
democratisatioms not about whether the median voter is going to soak the rich; it is about
whetherall citizens, lut particularly rising economic groups, can obtain impartial protection
against violations of contracts and property rigbemocracyis a way toOprevent significant
extraction of social suhps by the leadertddemocratization occurs when rising ecoimm
groups have more to lose from expropriation under autocracy, and when their new wealth makes
them a greater political threat.

The second key difference of our approach has to do with how we conceptualize
economic inequality. Both Boix and A&R treat indjty homogeneouslyThat is, either

differentiates the political impact of land inequality versus income inequalikys distinction is



critical, because societal inequality can result from an unequal distribution of a fixed resource
like land, or it @n result from the growth of new economic sectDifferential growthrates
between aelatively stagnant agricultural sector and a growing industrial secioexample,

often increase income inequalityglding the distribution of land constaind if land and

income inequality havdifferenteffects on democratisatiothenneither BoixOs nor A&ROs
theories provide adequate bs$or understanding the relationship between macomomic

change and macpolitical change.

Why might income and land ineglity have different political effects? We agree that
land inequality should be negatively associated with democratisation. Since land is more or less
fixed in supply, high land inequality means the elite will be wary of higher taxation or even
expropriaion of their fixed asset under democraty.et we depart from conventional wisdom
by suggesting that inconmeequality,not equality, generates pressures for autocracies to
liberalise. This is becauséstorically, the onset of sustained economic developnhastended
to increaseoverall economic inequality, largely because it has incraasgdality in the
nonagriculturabectors of theconomy** Economic development under autocraéignmeans
thatnew but politicallydisenfranchised economitoupsgrow in size and wealff groups that
that have relatively more to losend that desire the safeguaadsontracts and propertights
that democrey provides.

Two contrasting historical examples are illustratiest, consider China in 1888t that
time the vast majority of ChinaOs 370 million citizens were,@oat equally sdnly a tiny
slice of societypapproximately two percent of the populatidoould be onsidered middle or
upper class, andery little intragroup inequality existed among comma1érOne might

reasonably consider Imperial China a highly inegalitarian so¢ietyever,China at this time



had aGini coefficientof income inequalityf 0.24 an extraordinarily low figure in comparative
perspectiveChina may have been inegalitarianf i wasan extremely equal socieity terms of
income distribution.

Now consider the UK in 186The year of Disrae6@econd Reform Acit a similar
point in history, he UK was both far wealthier on a per capita basis than @hoh&ar more
unequal TheUKOs Gini coefficierdf income inequalityhat year was 0.51, well abotree
world historicalaverageBy 1867 theUK was the worldOs most industrialised economy, with a
highly differentiated occupational structure and with vesliablished urban ihile classedn
contrast, China was deep in a centuliesy economic funk> Moreover far greateinter-group
inequalityof incomesexisted in the Ukhan in ChinaThevery wealthylanded elitecontinued
to earn a disproportionate shafenational income, but the middle classese far outdistancing
the truly poor The UK democratised in the latter half of thd' t@ntury; China has yet to
democratiseThis pattern is not solely crossectional. Sweden,@ntemporary paradigm of
equality, experienced a rapid growth in inequality in the late nineteenth century, with its Gini
increasing from .44 to .491ts historical peakandpay ratio variation increasing lover forty
percent'® Yet, Sweden democratised during this time perfaading its first democratic election
in 1911 Modern Swedish equalization of incomes occuafer democratisation.

The question thus turns on theurceof increasing income ineglity Bhence the need to
differentiate the economy into sectors and explain why different sectoral growth rates can have
different political effects. Land inequality may well retard democracy. Howesanomic
development under autocracy has typicallantgéhatwhile many remain mired in poverty,
many are alsgrowingfar wealthier, producingreaterincome inequality. These new wealthy

classes of citizens are more eager, willing and able to fight to protect their interestgrast,



relatively low kvels of income inequality are associated igther demand for political
changeWe now turn to developing these theoretical intuitions formally, to more precisely set
out the causal logic of our claim.

3. A Model of the Political Effects of Land andncomelnequality

Once we understand that high levels of-weatld income inequality are commonly
associated with the emergence of a sizeable middle class that is outdistancing the impoverished,
and that expropriation of their wealth is just as much attluregder autocracy as democrathe
argument that inequality reduci® probability of democratisatiddwhether in general, as per
Boix, or past some OmiddlingO threshold, as per A& apart'’

The key distinctions between our model and those oRAfd Boix are (1) we assume
that autocracies can be more expropriative than democradiesging higher expected taxes
and providing fewer public goods; and (2) inequality can differ both within and across sectors of
the economyThese different assumphs generate unexpected theoretical insights in terms of
the relationship between economic inequality and democratisation. Specifieaijow that
transitions to partial and full democraase more likelyto follow fromincreasd income
inequality thatderives from industrial sectogrowth That is, under autocracy the growth of an
urban middle class is both associated with inequaliwith pressures for democracy. We
present a full formalisation of our argument in the Appendix.

We consider an econgnwith two sectors: agriculturandindustry A change in
aggregate societalequality could come from three sourcé® a change in the distribution of
land holding theamount ofland constant(b) a change in the distribution of the proceeds
(Oincomedrom industrialproduction holding the level of industrial production constant; or (c)

a change in the relative productivity of the industrial versus the agricultural sector, due to



technological innovation in industry, for examgdlethe last casehe level of industriabutput
relative to agricultural production increases, meaning those who derive income from industry
accrue relatively more income: we call this differential sector growth -Gauteral inequalityO.
We add futher structure to thiscenomyby dividing society into three groups, in
descending order of initial wealth:landed Elite wh@aomprise amallproportion of the overall
population but wha@ontrol a disproportionately large share of the jJanBourgeoi® who
comprise a smewhat larger proportion of the overall population, wbatrol little land butvho
obtain a disproportionately large share of industrial ouggnd the Masses whtmmprise the
vast majority of the population and whexeive disproportionately small skarof income from
both land and industrial outpugiven this setup, societadequality could increase three ways.
First, land inequality could increasesulting in greater societal inequality éyriching the
landed Elite at the expense of Beurgeoisie and Masses. Secohdlding thelevel of
industrial production constant, the proceeds from industrial production could accrue increasingly
to the Bourgeoisie at thexpense of the Massesnd third the industrial sector could grow
relative to thednd sectonnaking both the Bourgeoisie and Masses bettanatbsolute and
relative termsut increasingverall inequalitypecause the Bourgeoisie take a disproportionate
share of the proceeds from industrial production relative to the Masses
This two-sectofthreegroupmodelhas advantages ovéire models oBoix and A&R
First, it offers the opportunity to consider inta&ctoral intreelite competition, which is
downplayed in both Boix and A&E Secondthemodel allowsus to separate out the effeof
land inequality from inequalityenerated byndustrialproduction. Such aetupis closer to the
situation in realworld economiesallowing us to examine the economic underpinnings and

political impact of the emergenceriding urban industriainiddle sectors.
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To examine the political effects of changes in different types of inequaétigrmally
developa game played between the landed Elite (with inc¥gnevhom we assumeontrol
political decisioamaking under autocracynd the Bourgeoisigvith incomeYg) whotakeover
political decisioamakingunder partial democracy. This leaves the Masses politically inert in this
basic setup, though their income le¥glremains of importHistorically, intra-elite competition
has been fundamental imgime changeparticularly towards partial democracyDoing so also
allows us to focus analytically on the issue of the growth of new economic forces and their
concern with expropriatigrihe core of our theory. Nonetheless, we extend the model to the case
of full democracy at the end of this section.

Figure One Here

The extensive form of this game is laid ouFigure OneThe game tree begims an
autocratic regimavith the decision of the landed Elite whether to grant partial democracy, which
would grant political rights to thdourgeoisieWe assume under autocracy that taxation is
purely predatory: the Elite takes for itself a sham@ the income of the other two groupé (
andYy) and there is no public goods spending. We can thinkether asan actual tax rate or
as the expected level of total expropriation, which occurs with some probgUilif§,1]. Under
autocracy the Elite receivé:=(ta)=Ye+ta(Yst+Ym) and the Bourgeoisie receildy(ta)=(1-ta) Ys.
Underpartial democracy the Bourgeoisié adlat taxtp on all citizens and spend the proceeds
on a public good, which each group value$V;(g). Thus partial democracy means taxation is
at least minimally progressive. Lizzeri and Persico argueitia) urban economic groups
derive disproprtionate benefits from public goods spendihg.ccordingly, we assume that

Ve(9)'V e(g). The budget constraint gs=tpY, whereY equals average income. Consequeiitly,
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the Elite choose to grant partial democracy egopOs utility can be definedugty)=(1-
tp) Ye+Ve(tpY) andUg(tp)=(1- tp) Ya+V5(trY).

If the Elite choose not tgrant partial democracy, then an autocratic regime remains in
place and our attention moves to the decision of Bourgeoisie whether to accept continued
autocracylf the Bourgeoisie does not rebel, autocracy continues. The Bourgeoisils@an
choose to rieel. Rebelling is costly for both the Bourgeoisie and the Elite, costing respectvely
andce. The Bourgeoisie wins a rebellion with probabilsy in which caseltey institute partial
democracythe Elite win with probabilityl-pg, in which case autoacy continues. The
probability of the Bourgeoisie defeating the Elite depends on their relative overall income: thus
ps= ps(Ys, Ye), Which is increasing in its first term and decreasing in its second term. If the
Bourgeoisie rebels then each group receiteeexpected utility from fighting minuts cost

With the model established, we aaow examine how changes in the inequality
parameters of (a) land inequality, (b) industrial inequality, anoh{g}sectoral inequality affect
two political decisions(by backwards induction) first, the decision of the Bourgeoisie whether
to rebej and second, theliteOslecision-given a rebelling Bourgeoisievhether to grant partial
democracyor not We begin with the decision of the Bourgeoisie whether to r8aply put,
increases in land inequality reduce the expected utility of rebeNiute increases in industrial
inequalityand/or intersectoral inequality increase the expected utility of rebellion.

Bourgeois rebellion is less likely under increased laequality because land inequality
increases the relative wealth of thededElite vis™-vis the Bourgeoisie, in turn lowering the
probability that the Bourgeoisie would prevail in rebelligve call thighe probability effect In
addition, because ¢hBourgeoisie iselatively pooremunder high land inequality, it hésss

incometo beexpropriatedHencethe benefitdo the Bourgeoisief setting taxest their
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preferred rat@re also smalleunder high land inequality. We cd#iis thetaxation eféct
Combining theséwo effects, the Bourgeoisie is less likely to rebel and force regime change
under high land inequality.

In contrast, growing inequality within the industrial sector (holding the size of the
industrial sector constant as well as lameljuality constant) not only means that the Bourgeoisie
grows wealthier relative to the Masses but that the Bourgeoisie getatiselywealthier
compared to the Elite. This improviee Bourgeoisie@sobability of winning a rebellianA
relatively wealhier Bourgeoisie due to growing industriia¢qualityalsomakes setting tax rates
at their preferred level more attractffe

Finally, if the industrial sector grows more rapidly than the agricultural sector we also see
greater likelihood of Bourgeois relion, for three reasonshe probability effectindustrial
growth enriches the bourgeoisiacreasing their probability of victoryhetaxation effecta
richer bourgeoisie prefer to set their own tax level rather than face autocratic taxation /
expraqoriation; and gpublic goods effeetindustrial growth increases average incetheough
the rising incomes of both the Bourgeoisie and the Masses, which for a given level of taxation,
increases the supply of public goo8ce the bourgeoisie beneafisproportionalityfrom
public goods, following Lizzeri and PersicoOs logic, this further incentivizes rebellion.

Assuming that the Bourgeoisthooses to rebel, the Elite faces the decision of whether to
fight to maintain autocracy or peacefully grant pamdi@nocracy. Thus, peaceful transition to
partial democracy is also possible. In fact, the effects of land inequality, industrial inequality, and
inter-sectoral inequality arall qualitatively similar to those for the BourgeoisieOs choice whether
to rebel Forhighland inequality, granting partial democracy is less likely since the Elite is more

likely to prevail in a rebellion and théyse moreby paying taesunder partial democraé§.For
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increased industrial inequality the situation reverbiese he Elite is more likely to grant partial
democracy since (a) they are more likely to lose the rebellion that occurs if they maintain
autocracyand (b) higher industrial inequality reduces the BourgeoisieOs preferred tax in partial
democracy, thus making pial democracy less costly for the Elite. Finallycreased inequality
due to differential intesectoral growth ratedsm makes granting partial democracy more likely
since the Elite is more likely to lose the rebeljitire BourgeoisieOs preferredrate in partial
democracy becomes lowemnd greater overadlocietalincomedue to industrial growtimeans
higher public goods provision, which the Elite benefit fratheitless than dthe Bourgeoisié®

The model obtains similar though slightly weatkesults if we examine the case of
transitions from autocracy to OfullO democracy. In this case, a joint Bourlytassiecbellion
against the Elite results in the Masses controlling political deem@king. The chances of
victory against the Elite aredher than if the Bourgeoisie fights alone. However, since the
MassesO preferred tax rate is higher than that of the Bourgeoisie, the Bourgeoisie faces a trade
off. They are more likely to end autocracy but the resulting regime type is less to theitHding
partial democracy. In any case, the Bourgeoisie remain more likely to support rebellion, even
with full democracy as the outcome, when land inequality is low and industrial andenteral
inequality are high, as long as they value public googlsiyhiand taxes under autocracy are high.

Overall, our model suggedtsatincreased industriegdector inequality (between
Bourgeoisie and Masses) as well as increased societal inequality that results from relatively
faster growth of the industrial sectmsth increase the chances of a peaceful {gl&mted)or a
violent (Bourgeoisie rebellion) transition to partial or full democraoyd that land inequality
reduces the chances of this transitibnis setup, which highlightantra-elite political

compeition, is historicdly more accurate than alite/masse®median voten@odeb that both
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Boix and A&R develop, which do not differentiate betwé#amindustrialbourgeoisie and

landed eliteThe bottom line for our theoretical model is that when aipally disenfranchised
Bourgeoisie grows relatively wealthier, they have stronger incentives to demand at least partial
democracy. Our theory and empirical predictions differ from BoixOs and A&ROs by connecting a
growing Bourgeoisie to increased incomeguality, and in thus associating income inequality

with democratization. This result follows from our model as well as from the fact that-in real
world economies, when an industrial Bourgeoisie grows in size and wealth relative to the
Masseshpoth industral-sectorandoverall societal income inequalillycrease Autocracies with
growing Bourgeois classighe UK in 1867 but not China in 188tndnot to be equal

societies historically, since most of the population still remains mired in poverty. Henage whe
autocracies experience increased income inequality, holding land inequality constant, this tends

to emerge from the rise of new economic groups that lack political representation.

4. Testing the Argument

Our model implies that land and income inequdildye different political effects on the
likelihood of regime transitiorin this section weest these propositiorms different measures of
democracy, using variety of estimation techniques and two different sources of data on income
inequality. Few enpirical explorations of the impact of inequality on democratisatiost
particularlyfor the pre1950 era. Boixfor exampleusesactual income inequalitglata foronly
the 19501990 period. er earlier eashe directy measured only land inequalitychnsed proxies
for income inequalityA&R rely on case studies and do not conduct gitatve tests.

We test our argument against three different measures of demdbedjchotomous

measure Boix employed, a trichotomous measure used by Egpisétjrand three variants of the
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twenty-one point Polity scale employed by Acemogtwal®* For income inequality, we use
Bourguignon and MorrissonOs (BM) dataset that covers 55 countries going back to @ early
century and Babones and clvarazivadullaDEBAR) broader postWWII era dataset’

We recognize that using income inequality does not directly distingwdsistrial from
inter-sectoralinequality. However, the model predicts very similar effects of-secioral
industrial inequality and intesectoral (overall) income inequality. Holding land inequality
constant, using an aggregate measure of income inequality consequently operationalises the joint
effect of industrial inequality and intsectoral inequality.

Forland inequality we start with \rdnanenCBamily Farmsmeasure, which Boix usés.
This isoperationaled asthe Oarea of family farms as a percentage of the total area of
holdingsG’ A family farm employs no more than four people atite family owns and cultivates
the land From this wecreated &ural Inequalitymeasurgwhich is more precis&amily Farms
is based on the proportion of all cultivable land worked by famiffesthisleaves open the
possibility that most of theural populatiordoesnot live on a Ofamily farmg®enif families
farm most of the cultivable landEven with a high proportion damily farms, he relative
density of the rural population in areast farmed by familiesnight be high

Thus br any level of familyfarms, Igher rural population densitg positively
associated withigherrural inequality, as more labourdesg. peasants, serfs, migrant workers)
toil on the proportion of lanfamilies donot farm.Simply put, weadjust theFamily Farms
measurdy therelativesize of the rural populatio Our Rural Inequalityvariable isthus
calculated as (Family Farmg(1-Urbanisation), whereUrbanisation taken from Vanhanen, is
the percentage of urban inhabitaassa proportion of the national populatiés Rural

Inequalityvariable increases, wexpect the probability of democratisation to decline.
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As further contra$Nl and again following Boixwe use Vanhanen®gasuref
Educational Attainmenthe average of the percentagditeirateadults and the number of
students per 100,000 populatieve alsocontrol for per capita income in 1990 US dollars, from
AngusMaddisonOs estimafés

Given overlaps ivanhanenCiata and the BM dataypfirst testscover 18561993
while the tests using Babones afarez-RivadullaOs data cover 192804.Following Boix,
we linearly interpolated all independent variables to fill in the s@@es.In what follows we
test our argument using the dichotomous, trichotomous, and continuous operationalisations of
democracy, and then compare our results against lwix®B and A&ROs expectations.
4.1 Democracy as a Dibotomous Dependent Variable

In this section we test our theory on a dichotomous measure of democracy, as did Boix.
Przeworskiet al initially developed and employehis measure; we use Boix and RosatoOs
classifications of countries as democratic ot mdtich extend back to 1869 Theydefineda
country as democratic 50% or more of adult males have the yeateegime transition occurs
when a country expands the franchise anywhere beyond this threEhiollel One presents a
series of models estimating the effect of various variables of interest on the probadhility of
democratidransition Models A and B use the dynamic probit estimation technigiib fobust
standard errorsgmployed by both Przewski et al. and Boix. This technique estimates the
probability of a transition from autocracy to democracy (and vice versa) in a giveli iear.
each modeteadersan ignore the coefficients on the interacted terms, which are only relevant
for democraticonsoliddion or collapsé* ModelsA andB addrespectively a quadratic time

trend and year dummies &ocount for time dependena@th year dummies alspicking up
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Owaves of democratizatioB6th incomeinequalityand land inequality variablese signd in
the direction we predietrespectively, positive and negativend are statistically robust
Table One Here

Probit coefficients arélifficult to interpretin terms of substantive effects, BableTwo
presentghe simulated impact of different levelsincome andandinequality on the probability
that an autocracy will democratise in a given year, holding the whiablesat their meanslhe
effects are substantiveliery large moving fromthe 39 to the 9% percentile orthe Gni index
makesdemocratisation between four and six times more likely,aasichilar increase iRural
Inequalitymakesdemocratisation between eight and twelve times less likbse findings
suggest thatven moderate changa inequalityare likely to have substatial impact since the
model results reflect probabilities of regime change in a given year and such changes tend to
aggregatever time.

Table Two Here

We checkthe robustness of these resblysemploying an alternatstimation technique
gompit which assumes that the probability of democracy is structured as a rareGaraptt is
closely related to the complementary-log model,and(unlike the probit model) can be
estimated using country fixed effects. Mod€landD in Table Onghusemploygonpit with,
respectively, a quadia time trend and year dummiddpdelsE andF add country dummies.
We note thatgch stringent controls ararelyemployed incrossnational empirical researan
democratization; either Boixnor Przeworsket al includes country fixed effects

Even given these rather stringent controls, which remove all-natgmal variance and
focus only on withircountry changes in inequalitthe resultdargelyhold. In ModelsC andD,

both income and rural inequalitgmainstaistically significant at the one percent levahd both
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remain significant at the five percent lewvelNlodel E. However, the introduction of both year
and country dummies in ModElrenderdothinequality variables insignifant, though they
remain inthe predictedlirection.It is unclear whether this result is due to the massive reduction
in the number of cases (by a third) when country fixed effects are entered (due to states with no
change in the dependent variable dropping ouyh@therthe intraduction of these particular
controls has a substantive meaning. However, other than Mpdklthe models indicate a
robust and substantive impact of both income and land inequality on democratisation as
hypothesised earliéf.It is also important to netthat in no case do our findings support the
conventional wisdom associating incoemualitywith transitions to democracy.
4.2 Democracy as a Trichotomous Dependent Variable

In this section we examine the possibility that theoretical mechanism mighot apply
equallyacross all kinds of democratic transitio@ur formal modesuggest that partial
democracy mighgjive the Bourgeoisie théestpossibleprotecton against Eliteexpropriationof
their wealth To explore whether the positive effectinEomeinequality holds for transitions
from autocracies to futhr only topartial democracie@nd to see whether inequality also
impacts transitions from partial to full democragie® mustmploy different measures of the
dependent variable

Here we gethetrichotomous measure of full autocracy, partial democracy, and full
democracy, developed by Epsteinal, who derive it from the POLITY score: autocracies are
countries that score betweel® and O; partial democracies are countries that scoredetiv
and 6; and full democracies are those that score between 7 &hthi©operationatation
permits the use of theynamic Markov switching model, which estimates the effects of

inequality on the probability of switching between any two of these ttegime typed’ Using
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coefficient estimates fromur regression modelsve construct ax38 tableshowingthe effects of

inequality on transitioning between these three states. Tables Three (a) and (b) are transition

matrices estimating the effects of chas in (a) income inequality and (b) land inequéfty.
Tables Three (a) and (b) Here

The results reveal that both income and land inequality dmhg transitionsfrom full
autocracies, and indicate tHall autocraciesare mae likely to trangtion to partial democracies
than to full democracied\ shift fromthe 3° to the 9% percentileon the GINI coefficient
increases the probability of transitioning from full autocracy to partial democracy bybli2%,
only increases the chance of transitioningutbdemocracy slightlyA similar increasen Rural
Inequality increases the chances of transitioning to a partial democracy from autoct8égy by
but has little substantive effect on transitioning to a full democracy.

These predicted probabilities daeger than those found when we measured transitions
dichotomously This fact, combined with the smaller chance of moving directly to full
democracy, suggesthateconomic inequality has a greater political impact on the likelihood of
regime changen relatively more autocratic societféghat is,when citizensre relatively more
concernedaboutconstraining the arbitrary exercise of state autherdther than on removing
the last vestiges of authoritarian rule. This result supports our theoreticabfoousrelite
competition. Finally, w find no statistically significant effect of either income or land inequality
on transitions out of either partial or full democracy to any other regimewyypeh suggests
that the effectsfanequality are unidiretional: Once propertyrights protection is achieved,
decreases in inequality do not mean reduced demand for protection.

4.3 Democracy as a Continuous Dependent Variable
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We conclude our analysis of tB& data using the twentgnepoint Polityscale, and
with a continuous variable weawe to using linear techniquéegkhis also lets usmploy country
fixed effects,which helpisolate the effects athangesn inequality from thdevelof inequality
in states more broadlfzixed effectontrol fortime-invariantattributesof states that might be
correlated with both inequality and the propensity to democratise. We also use a pooled Prais
Winston regression to estimate both betwestd withincountry effects of inequality.

We use three different versionsRdlity as our dependent variable. Following Acemoglu
et al.we not only use the basic Polity measuredbso use two variants, what they call
MaxPolityandMinPolity.3*®* MaxPolityis the maximum of the laggdblity score and the current
Polity score. Conspiently,MaxPolityignores declines in democracy, codarny decline as
stasisIn turn, MinPolity is the minimum of the lagged Polity score and the current score, thus
ignoring increases in democracy. Using these variables allows us to mimic the sotittere
Markov switchingmodelwhile employing a linear variable.

Table Foumpresents two models for each version of the dependent vétiabkusing
fixed effects and one that udesaisWinston regressions. Models A and B usertwe Polity
scores. ModeA shows a borderline significant effect for the income inequality vargal@eain
the presence of country fixed effectdis result impliesizeable longun effectsof inequality
(calculated using the lagged dependent variable): a 0.1 shift in theo@fficient or the rural
inequality measurproduces changes of 1.92 and 0.72 points respectivétg Polity inex.

Model B, which incorporates betweenuntry effectspresents larger andgsiificantly more
robusteffecs of income and land inequalit’

Table Four Here
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Models C and D show that the effects of income inequgiityv morerobustwhenwe
useMaxPolitybthat is, if weremove cases of democratic decline/collapse from the analysis.
Income inequality is statistically significantboth Modds, though land inequality suffers in
robustness slightly. The substantive impact of income inequality is very large &efeange in
Gini of 0.1leads to a longerm increase of 4.9 poinits the Polity scor®a full quarter of the
scale.These resultstrengtherthe notion suggested above that the effects of income inequality
areunidirectionalithe demand for protectidrom the statenatters most in autocratic states

Finally, & in our earlier estimations, we find little evidence that increiasethe
inequality destabilises democracies. Model E shows no effect of either income or land inequality
on MinPolity,thoughModel F does find a negative effect of land inequality, suggesting
increasedandinequality could hastedemocratic collaps®©verall the impact of both income
and land mequality on democratisation appegoust to a continuous measwfehe dependent
variableand an array dgtringent tests, and provides additioealdence that the positive impact
of incomeinequality on regiméransitions holdenly for autocracies.

4.4 TestsUsing More Recent Inequality Data

We now test our hypotheses using the Babones and chRikemulla (BAR) dataset.

This dataset includes more than twice as many countries as the BM dataset, making it more
useful for the postwar era. In what follows we replicate the earlier analysis of both binary and
continuous measures of regime typelowever, ar expectations diffesomewhat for this time
period In the postWWII era, analysis of Polity scores shows thelatively fewertransitionsto
partial democracyccurredhan in the praVWiIl era. Mosttransitions shiftedrom full

autocracy to full democracy, or from partial democracy to full democracy. Given the results of

our formal mode| we havereason to believe that the relationship betwaehincomeand land
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inequality should be weaker in the more recent historical peStooing statistical results would
thus provide powerful confirmation of our theoraticlaim.Table Five presents results.
Table Five Here

Models A and B use probit and the dichotomous measure of democracy. Income
inequality has a positive effect while rural inequality has a negative effect. However, using this
measure of the dependemtriable the results are somewhat less robust than with the BM data:
the Gini indicator is statistically significant at the ten percent level but rural inequality is not
significant. Nonetheless, these results still lend no support to either BoixOs ogkicamdo
RobinsonOs arguments.

Turning to the continuous measure of democracy using Polity (Models C through F), with
the exception of Model D the predicted effects of both income and land inequality hold up.
Model D adopts a highly stringent specificatibat includes yeaand country dummies. This
reduces the robustness of the results, yet even here the coefficients are signed in the expected
direction. Models E and F are specified like Models C and D but exclude country dummies,
thereby accounting fdyetween as well awithin-country changes. Here we see highly robust
estimates for income inequality and rursquality.

Finally, Models G and H add a series of timeariant variables often thought to
correlate with autocracy or democracy: world regioil exporter status, Muslim majority
population, and communist experience. Despite inclusion of these controls, the coefficients on
both inequality measures in both models remain significant, although less robust. These results
strongly suggest that inome and land inequality have powerful independent political effects,

regardless of other attributes. Despite our expectations that results would be weaker for the more
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recent timeperiod, we still find reasonably robust relationships between income ahd lan
inequality and democratisation.
4.5 Testing for Acemoglu & Robinson38InvertedUO

Our theory is essentially linedrigher levels of income inequality and lower levels of
land inequality shoulthcrease the probability alemocratisationOur empiricaltests of this
theory standn sharp contrast to BoixOs expectationsrafgativeeffect of inequalitygenerally
consideredHowever we have yet to directly test Acemoglu and RobinsonOs expectation that the
relationship between inequality and democracgdake form of amvertedU. We
operationalise theinypothesis using a quadratic specificatiomath income and land
inequality, and test the argument on several measures of the dependent variable, using both
income inequality dataseffable Sixrepeasthe dynamic probit model tested in MaslAl of
Table OngBM) and Table FivéBAR), and the fixeeeffects modelsisingthe Polity score in
Model A of Table Fou(BM) and Model C of Table Five (BARY In each case, we add the
guadratic terms for incomand land inequality.

Table Six Here

In none of the caseseither squared termstatistically signiicant at the five percent level.
Only in the case of the dynamic probit model is the quadratic specification statistically
significant at the ten percentkd, and then only for income inequality, not land inequality.
Theoretically, it is not obvious why land inequality should not matter for A&ROs theory while
income inequality should. In any cadeg linear modebffersamuch superiofit. Analysis of
model-fit diagnostics strengtherthe case for our linear model: The linear model always has
lower values on thé\kaike and Bayesian Information Criteria of model fit, &kelihood-ratio

testsalways suggest accepting the linear over the quadratic model.
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To illustrate the different predictions of the linear and quadratic models, Figures Two (a)
and Two (b) comparthe predicted probabilitieeand 95% confidence intervad$
democratisation (using the probit specificatiahjlifferent levels of income ineditg for the
linear and quadratic models, using both datasets (Models A, B, E &hih e linear model
the confidence interval marrowand always supporesmonotonically increasing probability of
democratisation with respect to inequality contrat, the confidence interval in both quadratic
models shows much greater uncertaiityfact, ata Gini of 0.8 or abovealthough the
probability of democratisation is decreasing, the confidence interval is so wide that statistically,
the results could gyort an increasingr decreasing probability of democratisation.

Figures 2a and 2b Here

Moreover, it iscritical to note the estimated kteon of the inflection point thespotat
which A&ROLnvertedUObegins its downward slope. A&BS theory suggedthat countries
with OmiddhgO levels of inequalitshouldhave thehighestprobability of democratisingtet
theresults in Table Sigsuggest thahe predicted probability of democratisation using the
guadratic function continues to increase well pastmean value of i@ - up to approximately
0.53, which is irthe 75" percentile for autocracieShis means thatuocracies with fairlyhigh
levels of inequality havkigherprobabilities of transitioning to democracy than autocracies with
OmiddhgOlevelsof inequality, a puzzling result for A&ROs theory. Even at a GINI of-QtE5
o7 percentile of the distribution for autocracigle probability of transitioning to democracy
in the quadratic model @most exactly the same aithe average dr autocracied.46.
Empirical tests reveal thautocracies with OmididgO levels of inequalityof eitherlandor
income- do not have higher probabilities alemocratisinghan autocracies withigh levelsof

inequality.We thusfind no empirical support for the key prediction of A&ROs theory.
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5. Conclusion

For decades, scholars have debated modernisation theoryOs fundamental hypothesis
linking economic development to the emergence of demodvéane recently, scholars have
sought to specify the relationship between the distribution of wealth and democratis¥aion.
suggest that recent debsta this question, with Boix and Acemoglu and Robinson at the
forefront, hae taken a problematic theoretical tuvie begin from diférent premises, and
consequently derive fundamentally different conclusi@gsnocratisation is not about whether
the median voter is going to soak the rich; it is about whether citizens can obtain impartial
protections from the state against expropriatidns notiondraws inspiration from classics of
political philosophy a well asrecent politicaleconomy scholarship, especially the work of
North and Weingast, and Olson.

Our argument and findings speak to OmodernisigamGhypothesethatrelaie
economic growth t®endogenouemocratisatio@Aggregate countryvealth does nadrive
democratisationrRather, thalistributionof thefruits of development matterSquality of
landholding plus inequality of income leads to democracy; departingtfigrpattern should
lead to alternate political outcomésnd equality combined with income inequality is precisely
the scenario that gives rise to greater demands for credible commitments on the part of the state.
As everlarger groups of citizens conte hold assets or earn more income, they will seek
insurance against expropriation or violations of contracts.

Our empirical results call into question the skepticism of Przewetsii regarding the
importance of inequalitjor regime changejetaso challenge the theories of both Boix and

A&R. Both Boix and A&R rely on a model oédistributivepolitics derived fronmMeltzerand
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Richard (MR).MROsnodel is problematiprimarily because dfs lack of empirical support
regarding thelegree of redistribution under democratin addition, he MR modetonstrains
taxation to be progressiveven thouglhere is no reason to believe that autocraciesare
constrained in how they tax or speideedjncumbentautocratic elite®ftenimpose regressive
taxatiorN on other (rising) elitesandkeep the proceed§he MR modethereforemakes overly
restrictive assumptions on who can expropriaie whom.

Moreover,both Boix and A&R focus on the inteatis of theautocraticelites as
constituting the OsupplyO side of democréeythe MR model was designed for application in
existing democracies, meaning that the model asstimaesipply of regime type as given. This
makes the appropriateness of the MBdel for a study dfransitions to democraspmewhat
dubious; one mustssume thahcumbentelites have internalised the MRedianrvotermodel in
their valuation of the benefits democracy versus autocrady the spirit of scholars with
different mehodological predilection®ur approach gives relatively greater weight to the
OdemandO side of democratisation, focusing on the decisimrsiofumbent eliteld
principally, a rising Bourgeoisievho stand to benefit fromegime changédue to redcedthreat
of expropriatior{*?

This theoretical foculighlights the fact that theaolitical implications of inequalitgan
differ across econommectorsDistinguishing the political impact dlhe societal distribution of
different sots of economic assets makes it possible to recqgnnile more satisfactory way than
existing approaches to Oegdnous democratisationO permitdernisation theoryOs emphasis
on economicgrowth witha focus- ~ la Barrington Moore- onpolitical struggles between

competingelites
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Inequality and Democratisation: Appendix

This appendix sets out (a) a model of a three groupseetor econmy, and (b) the
political game between the Bourgeoisie and Elite over partial democratid&fgoconsider a
country with two sectorsland and industrial goodsand three groups: the landed Elite (E); the
Bourgeoisie (B), and the Masses (M), with tgapulation normased to one. The Elite have
I= o of the population, the bourgeoisie have)(t og and the masses haveljll -")=om. The
land sector is fixed to a size of one and the Elite control a share # of the land, with the remaining
1-# split betwen the Bourgeoisie and the Masses according to their population shares, defined
by ". Since for fixed population shares an increase in # implies more land going to the Elite we
can define # aand inequality.The industrial sector is variable in size, andducek industrial
output distributed only between the Bourgeoisie and the Masses, respectively with sitares of
and t¢, where¢ representsdustrial inequality Growth in the industrial sect@an increase in
k or intersectoral inequalitypwill accrue disproportionately to the Bourgeoisie provigied,
which we assume holds. Individuals in the Elite consequently ea¢=¥£ and the Elite as a
whole earn #=¥. Individuals in the Bourgeoisie earn{#)"+¢k]/os =Yg and the group earns
(1-#)"+¢k=Yp. Individuals in the Masses earn#1'+(1-¢)k]/om = Ymi and the group earns-(1
#)"+(1-¢)k=Y m. Finally, wedefineoverall inequality” as the average income of the Elite and
Bourgeoisie over the average income of the Masses, extending the procedure Acemoglu and

Robinson use as their proxy for inequalitytiie case of three groufs.

I(YY)/(Y)YY o, _ r+a(l-y)+ek o,

Og 0y O

Yo octos  (1-n)1-y)+(1-¢)ko +0y

Taking the derivative ofw.r.t. land inequality, industrial inequality, and intersectoral inequality:

>0

I _(1+k(p-m)+y(1-7)) o,
ady YA/21 Oyt 0y
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The effect of increasedrd inequality is unequivocally to increase inequality and the effect of

+0

increased industrial inequality is to increase overall inequality prokd@dT he effect of
intersectoral inequality depends on the other parameter values: it increases ovewdltynequ
provided industrial inequality is sufficiently high»> #+ " (1- #). We assume that this inequality
holds, that is, growth in the transition from agriculture to industry is inequality incréésing.

Under autocracy, the Elite controls decisionmakind fue other two groups are
excluded from power. We assume that an autocratic regime cannot credibly commit not to set a
high, expropriating tax rate ¢f - the Elite will take an expected rdgef the income of the
other two groups and there is no plib spending. Consequently, the tax system is regressive.
We assume thai is bounded at some upper valie< 1, whereafter the Bourgeoisie and Masses
are able to evade taxes and since the EliteOs utility is increasing in the theiraiptimal
choicet, ={,. Conversely, we assume that any partially or fully democratic system must have a
minimally progressive tax system and that it will spend tax proceeds on publicgydadal
taxes areY whereY is average incomand this is spent fully an Each member of a group
receivesV;i(g) in benefit from the public good, whevi(g)>0 andV#(g)<0 and where we
assume tha¥ui(g)= Vsi(9)$ VEi(9), that is the Masses and Bourgeoisie value public goods at
least as muchsathe landed ElitelThe Bourgeoisie in partial democracy maximises their

individual utility: maxUg(t,) = (1" t, )Yy + Vg (t-Y), setting their preferred tax rate such that the

marginal benefit of public goods equals their income relative to the NEHAY) = Y, /Y.
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We now consider the game between the Elite and the Bourgeoisie laid out in Figure One.
We first consider the BourgeoisieOs decision whether to rebel. The Bourgeoisie win a rebellion
with probabilityp(Ys, Yc), which is strictly increasing in ifg'st argument and decreagiin its
second argument. If they win they impose Partial Democracy and if they lose Autocracy remains.
Both sides pay a cost of fighting, respectiv@)yandce. (we assume the cost for the Masses is
higher than their individdancome, hence they will not rebel alone). The Bourgeoisie rebel if the
expected utility of rebellioR for each membeis greater than zero, where:
R = Po[Ugi(te)" Usi(ta)] " s

= Po[ (1" te)Ye + Vai(9) " (1" ta)Ya] " Ca

= Ps[(ta " to)Yai + Ve (toY)] " C
We take the derivative of this function with respectp, andk and usevy(t.Y) =Yy /Y.

! *

T = i [ 36 V(] Py (1, 5)

g : )

OR. _ o"pB k

= =1, )Yy TV +p.|—(t, -

é‘¢ é)¢ [(tA Z‘P) Bi B[(g)] Ps O'B (tA tP)
R0 Sy S )
s TkB[(tA #1,)Yy +VBi(g)] + pB(VBtP + %(tA #tp)i

The effect of land inequality on the expected utility of rebelling is negative protitied, that

is if taxation under autocracy is higr than the BourgeoisieOs optimal rate. Even if this does not
hold, if the value of public goods is high increased land inequality may still have a negative
effect on the expected utility of rebelling as it reduces the probability of success. Industrial
inequality provides precisely the reverse conditions, increasing the expected utility of rebelling if
ta! tp, Or if the value of public goods is very high. Finally, increased intersectoral inequality
increases the expected utility of rebellion. Here along with the tax difference and the probability
effect there is a positive effect related to higher puliimdg provision due to higher aggregate

output, which further intensifies the incentive to rebel.
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If the Bourgeoisie do not rebel then the choice for the landed Elite is simple, they will
retain Autocracy. However, if they will rebel, then the Elite mestide between granting partial
democracy or not. As before, they do so if expected utility of granting partial democracy

G = (1" pg)[(1" to)Ye +Vi(tY) " ta(Ys + Y, )/#e] +cq is greater than zero. We take derivatives
with respect to #p, andk and simplify by settiny/gi(g)= Vei(g).*®

t,Y, +Y,) &t t, $t
? '2‘1‘3 ($t YE' +VE'(g) $T (1$ pB)( g (YBI $YEI) .
t,Y, +Y,) &t 1

=3 ,Zf ($t YE| +VE|(g) $T (1$ pB)( g (YB' $YE')

0,
T = lkB-gftt Y. +VE|(g)#%§+(l# pB)/bk (YB'#YE')#$AE vy, Yail

Let us assume thatg)kYg; - that is, that the bourgeoisie are poohantthe aristocracy
individually. How can we interpret the derivatives? In reverse order, we begin with intersectoral
inequalitydG, /dk. The first element is positive since keeping autocracy is harder to do when the
probability of the arigicracy winning is lower. The second element involves trading otathe
rate effectpositive as long aspKYgi, thelost expropriation effectvhere the aristocracy is
unable to tax the increased earnings of the bourgeoisie, which is néfjgivee andthepublic
goods effectwhich is positive. ProvideEta/og is not too large, the benefits of granting partial
democracy rise in the level of industrial output. The effect of industrial inequality is also
positive. The first element is positive as it mearstronger bourgeoisie who are more likely to
prevail in a rebellion. The second element is also positive provided glkatsySo in this case,
the result is unequivocally that increased industrial inequality raises the benefits of granting
partial demaracy. Finallythe effect of land inequality is the reverse. The first element is

negative since increased land inequality increases the probability of the aristocracy prevailing in

a rebellion. Theax rate effecits negative also if ¥<Yg and finallythere is a positive effect of
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(ta-tp)/oe This positive effect occurs because increased land inequality reduces the amount of
income that can be expropriated from the Bourgeoisie and Masses. Provided this is not too large,
we would expect increased landauolity to reduce the chances of granting partial democracy.
Above we assumed that the costs of organising the masses were too high for them to
credibly threaten the Elite. We now briefly consider the case, when the Bourgeoisie and Masses
ally to overthrav the Elite. The benefit for the Bourgeoisie of rebelling jointly with the Masses,
producing a Ofull democracyO, where the Masses consettiag, as compared to continued

autocracy can be written aB’ = p,[(t, - t,)Yy + Vg (toY)] - €5, Where we assume that>pe,

C3 < cgi andtp>tp. Thus, the advantages to the Bourgeoisie of joint rebellion are a higher
probability of victory and lower costs of fighting. However, the tax rate will be higher than their
preferred optimum. Consequently, joint rebellion and futhderacy may be preferred to sole
rebellion and partial democracy where the former exceed the latter. The effects of the three
inequality measures oR’are broadly similar to those in the case of sole rebellion. Provided that
ta>tp (i.e., assuming autocracies are more expropriative than democracies), then land inequality
always reduces the likelihood of the bourgeoisie choosing to rebel jointly rather than accept
continued autocracy. For industrial inequality, the probability effedskas, and the

bourgeoisie must trade off reduced expropriation by the autocracy against a higher tax rate under
democracy: industrial inequality promotes joint rebellioftjf" t,)k/#; > & /$UYs " Yi)-
Intersectoral inequality increases the probability oteasful rebellion and if, combined with
reduced expropriation by the autocracy and increased public good supply, this outweighs the
higher taxes under democracy, sectoral inequality will also promote joint rebellion and full
democracy. These effects areseimewhat weaker than the case of partial democracy, since the

masses set their preferred tax rate, however the increased probability of victory and reduced
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costs may outweigh this cost. Consequently our expectations that democratisation should be
negatiely associated with land inequality and positively associated with industrial and sectoral

inequality, are met for both partiahdfull democracy.

! Przeworski, Adamet al, Democracy and Development: Political Institutions and Welhg in the World 1950
1990.(New York: Cambridge University Pres2000)

2 Daron Acemoglu and James Robinson, OA Theory of Political Transifiomszan Economic Revie@1

(2001). Daron Acemoglu and James Robin&mnomic Origins of Dictatorship and Democrg®ew York:
Cambridge University Press, 2006); Carles BBgmaracy and RedistributionNew York: Cambridge University
Press, 2003).

% Douglass North and Barry Weingast. OConstitutions and Commitment: The Evolutions of Institutions Governing
Public Choice in Seventeen@entury England.@urnal of Economic Histor$9 (1989): 80332; Mancur Olson,
ODictatorship, Democracy, and Developmeht@rican Political Science Revid¥ (1996): 567576.

* Acemoglu and Robinson, OA Theory of Political Transitigklh; Meltzer and Scott Richard OA Rational Theory
of the Sizeof Government.@burnal of Political Economg9 (1981): 914€27.

®> Acemoglu and RobinsoiEconomic Origins of Dictatorship and Democraye agree that assspecificity may
matter in the way Boix and Acemoglu and Robinson suggestintike these autherwefocus on the effects of
inequality within economic sectors with different degrees of agmtificity. (Since n@onvincingmeasure of
country assespecificity exists, neither Boix nor Acemoglu and Robinson test this proposition, in any case.)

® See also Robert Bates, and Donald Lien. OA note on taxation, development, and representative government.O
Politics and Societ§4 (1985): 5370; Margaret LevipDf Rule and Revenu@erkeley: University of California

Press 1988);andMichael Ross, ODoes Hdion Lead to Representatior®dish Journal of Political Sciencg4
(2004): 229249.

" Olson, ODictatorship, Democracy, and Development® 572.

8 Douglass Northinstitutions, Institutional Change and Economic Performaifiiew York: Cambridge University
Press, 1990) 51.

° Douglass Northinstitutions, Institutional Change and Economic Performardde

19 Jack Knight/nstitutions and Social ConflictNew York: Cambridge University Press, 1992).

33



1 Olson, ODictatorship, Democracy, and DevelopmentO 574.

12 A recent papeconfirming this hypothesis is Daniel Ziblatt, ODoes Landholding Inequality Block
Democratization? A Test of tiBread and DemocraThesis and the Case of Prussia/@ld Politics60(4)

(2008).

13 SimonKuznets, OEconomic Growth and Incomegimality. American Economic Revie#$(1)(1955) 1-28. We
accepthat the lefthand side of the Kunets curve (inequality increases with initial growth) redhdstorically,
althoughthe righthand side (inequality subsequently declirmagy not.

14 BrankoMilanovic, Peter Lindert and Jeffrey Williamson. 2007. OMeasuring Ancient Inequality.O Unpublished
manuscript, World Bank.

15 Kenneth PomeranZhe Great Divergence: China, Europe, and the Making of the Modern World Economy
(Princeton: Princeton Universifress, 2000).

16 Johan S&derberg, OWage differentials in Sweden: I9=®, in Y.S. Brenner et al (edsigdome Distribution in
Historical PerspectiveCambridge University Press, 1991.

" Realworld Gini coefficients never exceed approximately .7, orgjow .2. See Milanoviet al (note 14) for

why Gini coefficients in realvorld economiesgbove .7are virtually impossiblef we observed Gini coefficients
above this levebur argument wouldequire modification

18 Boix does not examine sectoral diffeces directly, though he does address the political role of a middle class
distinguished solely by income. A&R do examine sectors but assume that landed and industrial elites are members
of the same political group and hence do not compete with one another

9 Ruth Berins CollierPaths Towards Democracy: The Working Class and Elites in Western Europe and South
America (New York: Cambridge University Pres$999).

2 Alessandro Lizzeri and Nicola Persico, OWhy Did the Elites Extend the Sufffagefdly burnal of
Economicsl19 (2004).

2 Both results are partly dependenttgbeing larger thatp: that is on taxation or expected expropriation of the
Bourgeoisie being higher under autocracy than under partial democracy. However, even if this wetbeot so,
probability effects may still outweigh the tax effects and produce a positive effect of industrial inequality on regime

changg(see Appendix)

34



2 A small positive effect comes from the reduced land income of the Bourgeoisie and Masses under autocracy,
reducing the benefits of expropriation for the Elite, but under most parameter values this is outweighed.

% A small negative effect comes fronost expropriationeffect since the Elite are no longer able to tax increased
industrial earnings. However, usidmost parameter values, the overall effect of industrial growth on the expected
utility of granting partial democracy is positive.

%4 Boix, Democracy and RedistributioPavid Epsteiret al ODemocratic Transitiona@erican Journal of Political
Sciences0 (2006): 551569; Daron Acemoglet al, Olncome and Democraci@erican Economic Revief®007).

% Francois Bourguignon and Christian Morrisson. OData Sources for Inequality among World Citizeh892820
available ahttp://www.delta.es.fr/XIX/, used in Bourguignon andvorrisson, Olnequality among World Citizens
18201992.@merican Economic Revie®® (2002);andSalvatore J. Babones and Maria Jose ¢lvaRazadulla
Gstandardized Income InequaliBata for Use in CrosNational ResearcBSociological Inquiry77: 3-22 (2007),

which builds offKlausDeininger and Lyn Squir€A New Data Set Measuring Income Inequafiorld Bank
Economic Review0(3): 56591, (1996)and the United NationsO Wontbme Inequality Databasavailable at

http://www.wider.unu.edu/research/Database/en_GB/datalBa@snesandglvarez-Rivadulla®data which are

available ahttp://salvatorebabones.cgnedme in the form of Gini coefficient&or Bourguignon and MorrisonOs

(BM) data, we calculated the Gini coefficient from their estimates of the income distribution in 55 countries from
1820 to 1992Bourguignon and MorrissonOs estimates are the solenatimsal measures of actual income

inequality for the prel 945 period currently availablé.hesedata have been cited several hundred tiyedike all
inequality dataheyhave a number of shadmings For example, mny of the datgoints are estimates based on
evidence from another country with a simmonomicstructure. Consequently, though fifteen states have

individual data, the remaining states share their measure of inequality veiisabhe other state. Given this, there

is likely to be measurement error for at least some countries. However, the effect of this should be to inflate the size
of standard errors rather than to actually bias coefficients, on the assumption that ies@hatring income

distribution data experience different regime transitions this ought to reduce the precision of regression éstimates.
any caseour Gini coefficients from the BM data correlaiighly (.843) with Deininger and SquireOs (1996) Ohigh
qualityOGini measuresand our results hold if we usiee BM data onlyor the postwar period.

% TatuVanhanen@emocratisation and Power Resources 188003 computer file] (2003)Available at the

Finnish Social Science Data Archivetp://www.fsd.uta.fi/english/data/cataloque/FSD1216/meF1216e.html
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27 Boix, Democracy and Redistributic89.

B These come from the BM dataset. $e@gus MaddisonThe World Economy, Volunie A Millennial

Perspective(Paris: OECD, 2006).

29 Adam Przeworski et aDemocracy and Developmer@arles Boix and Sebastian Rosato OA Complete Dataset of
Political Regimes, 18009990 Unpublishedniversity of Chicago (2001)Acquired from the auther

30 Dynamic probit models simultaneously produce estimates of the effects of the independent variables on both the
probability of an autocracy democratisiagd a democracy autocratizing. The model lags each independent

variable one period and includésetinteraction of the lagged independent variables with the lagged dependent
variable. Thus if a state was a democracy in the previous period, the lagged dependent variable equals one and all
the interaction terms remain in the regression. If a statewasitocracy in the previous period the lagged

dependent variables equal zero and all the interaction terms drop out. By reading off only the coefficients of the
nonrinteracted terms we obtain the effect of each variable on the probability of an gutbsramcratising. See

Takeshi AmemiyaAdvanced Econometric€Cambridge, MA: Harvard University Press 1985).

31 We also ran these models using ranekffacts dynamic probit; and using clustered standard effbesresults

do not differ substantially.

%2 BoixOs results suggest the oppofitatequality and democratisation go hand in hatmlwever, lection bias

may explain his resudt becaushis sampleincludes a maximum of only 1042 casé€Bable 2.1) and excludes a

number of transitions that occurredder relatively high inequality. Our postwar sample using Babanés
clvarez-RivadullaDslata has 3860 cases.

3 Epsteinet al, ODemocratic TransitionsO; the Polity score comes from Montgomery Marshall and Keith Jaggers.
Polity IV Project: Dataset Users Maal. College Park: University of Maryland (2002).

34 The statistical derivation of this model is similar to that used with the dynamic probit model since we include the
independent variables of intera@std their interaction with the regime type in thedoais period. However, we now
interact withtwo regime variables: a dummy for whether a state was a Ofull autocracyO in the previous period, and a
dummy for whether a state was full autocracy or a partial democracy in the previous period.

% Full results a available on request from the authors.

% Acemoglu et al, Olncome and Democi@cy
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3" Table Four uses a time trend specification. Using year dummies produces similar effects except in the case of the
Polity score with country fixed effects where the coédfits on income and rural inequality lose significance.
However, even with year dummies and fixed effects, the coefficients remain robust when MaxPolity is used.

% We do not replicate here the trichotomous analysis both for reasons of space and because tiedatively few
transitions to partial democracy in the pegtr era, potentially causing selection bias. Results (available from the
authors) are signed in the expected direction, though less robust than Table Three.

%9 We conducted similar analysesing the Prai&Vinston approach and the MaxPolity and MinPolity variables as
well as different time specifications. Results do not change substantively.

440 Using the CLARIFY program: Gary King, Michael Tomz, and Jason Wittenberg. OMaking the Most of
Statistical Analyses: Improving Interpretation and Presentatiam&ican Journal of Political Sciende(2000):
341-355.

1 Roberto Perotti, OGrowth, Income Distribution and Democracy: What do the Datal&ay2Dof Economics
Growth, 1, 1996, 149187. Fragisco Rodriguez, ODoes Distributional Skewness Lead to Redistribution? Evidence
from the United StatesBgonomics and Politics6: 1999. 174199.

*2 For example, Barrington Moor8pcial Origins of Dictatorship and Democra¢oston: Beacon Press, 1966);
Dietrich RueschmeygEvelyn Stephens and John Steph@agitalist Development and Democra@hicago:

University of Chicago Press, 1992).

“3 Similar results obtain if we use group incomes relative to the mean as our baseline measure of inequality.

4 Kuzrets, OEconomic Growth and Income Inequality.O

“5 Altering this assumption to refle¥ti(g)>Ve(g) strengthens all the qualitative results but at the expense of a much

more complicated setup.
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Figure 1: Extensive Form of the Partial Democracy Game
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Figure Two (a): Linear estimations (BM and Babones)
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Figure Two (b): Quadratic Estimations (BM and Babones)
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Table One: Binary Measure of Democracy

MODELA MODELB MODELC MODELD MODELE MODELF
Estimation PROBIT  PROBIT GOMPIT GOMPIT GOMPIT  GOMPIT
Time Trend TREND YRS TREND YRS TREND YRS
Lag Democracy 5.736 6.807 8.138 10.028 7.386 9.870
(1093 (LA1Ly***  (1.406)%** (1.615)%*  (1.902)***  (2.548)***
GINI 2.730 2.866 5.417 5.692 6.497 4.344
(0.891)%*  (0.931)***  (1.945)*** (2.158)%*  (3.272)**  (4.628)
GDPpercap  0.178 0.207 0.385 0.403 0.339 0.433
(0.055)%*  (0.063)***  (0.119)*** (0.174)*  (0.140y**  (0.211)**
Dem X GINI -2.998 -3.620 -5.536 -6.212 -8.120 -12.437
(1.878) (2.163)*  (2.067)***  (2.30B)**  (2.934)%**  (4.568)**
Dem X GDP  -0.035 -0.031 -0.258 -0.176 -0.196 0.024
(0.072) (0.086) (0.122)*  (0.179)*  (0.127) (0.174)
Rural Inequality -1.406 -1.265 -3.055 -2.718 -2.555 -1.476
(0.346)%*  (0.389)***  (0.861)*** (0.952)**  (1.086)*  (1.462)
Dem X RI 0.005 0.230 1.754 1.041 4.179 5.663
(0.783) (0.899) (0.983)*  (1.128) (1469 (2.127)%**
VH Knowledge ~ .001 .002 .003 .007 -.025 -.019
(.001) (.006) (.014) (.018) (.014) (.022)
Dem X Know  -.009 -.017 -014 -.025 -.009 -.024
(.012) (.012) (.015) (.019) (.019) (.022)
Constant -15.0%6 -3.727  158.466 -7.146 624584  -17.761
(136.292)  (0.630)* (133.957)  (1.529)*** (280.051)**  (3.372)%**
Fixed FX NO NO NO NO YES YES
Observations 4769 4769 4769 4769 3449 3351

Countries 53 53 53 53 35 35



Table Two: Simulated Effects of hcome Inequality and Rural Inequality on Probability of
Democratisation (Using Table One Model A)

. Income Inequality (percentile)
Rural Inequality

(percentile) 3@ 35@E") .4@4) .45@4r) 566" .55 (97

21 (3% 3.36 4.44 5.82 7.57 9.74 12.37 3.68
.33 (8" 2.26 3.03 4.06 5.39 7.08 9.20 4.07
58 (41 0.93 1.29 1.80 2.49 3.42 465  5.00
71 (66" 0.57 0.81 1.15 1.62 2.28 316 554
92 (97" 0.26 0.37 0.54 0.79 1.15 165 6.35
X 1292 1200  10.77 9.58 8.47 7.50

Table Three @): Transition Probabilities for Change in GINI from 0.3 to 0.55

Transition OFromO Transition OtoO

Autocracy Partial Democracy Democracy
Autocracy -.129 127 .001
(.057)** (.056)** (.001)**
Partial Democracy .007 .022 -.028
(.017) (.049) (.063)
Democracy -.000 -.041 .041
(.000) (.037) (.037)

Table Three (b): Transition Probabilities for Change in Rural Inequality from O to 0.95

s . Transition OtoC
Transition OfromO ansition OtoO

Autocracy Partial Democracy Democracy
Autocracy .196 -.194 -.002
(.080)*** (.078)*** (.002)***
Partial Democracy .002 -.016 -.018
(.013) (.086) (.097)
Democracy .000 .055 -.051
(.000) (.057) (.057)
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Table Four: Continuous Measures of Democracy

MODELA MODELB MODELC MODELD MODELE MODELF
DV POLITY POLITY MAX MAX MIN MIN
Time Controls FIXED FX PRAIS-W FIXED FX PRAIS-W FIXED FX PRAIS-W
Lag Polity 0.927 0.950 0.959 0.968 0.968 0.979
(0.006)***  (0.009)***  (0.004)***  (0.006)***  (0.004)***  (0.005)***
GINI 1.395 1.467 2.011 1.270 -0.618 0.257
(0.798)* (0415)***  (0.576)***  (0.489)**  (0.532) (0.484)
GDP per cap -0.013 0.030 -0.035 -0.012 0.022 0.045
(0.015) (0.015)* (0.011)***  (0.010) (0.010)** (0.011)***
Rural Inequality  -0.526 -0.608 -0.324 -0.395 -0.203 -0.244
(0.256)** (0.130)***  (0.184)* (0.151)* (0.171) (0.134)*
VH Knowledge -0.009 0.004 -0.004 0.003 -0.006 0.001
(0.004)** (0.002)** (0.003) (0.002) (0.003)***  (0.002)
Constant 233.561 63.260 -0.192 51.224 90.181 0.271
(86.685)*** (113.179) (0.313) (64.395) (57.971) (67.507)
Observéions 4838 4838 4838 4838 4856 4856
Countries 53 0.94 53 0.97 53 0.98
R-squared 0.89 0.94 0.95

Standard errors in parentheses, * significant at 10%; ** significant at 5%; *** significant at 1%.
All regressions use country fixed effects and a tiraedr Year dummies produce similar results.



Table Five: Examining the Babones/¢lvarezRivadulla Data 19552004

MODEL A
DV BINARY
Model PROBIT
Time controls TREND
Lagged DV 4.011
(.778)***
Babones GINI 1.271
(.751)*
Maddison GDPCAP .040
(.029)
Rural Inequality =372
(.349)
VH Knowledge -.003
(.005)
DEM*GINI -.082
(1.169)
DEM*GDPCAP .050
(.042)
DEM*Rural Ineq. -1.488
(.749)**
DEM*Knowledge .002
(.008)
Oil Exporter
Islam over 50%
Communism
Constant -17.92
(8.700)**
Observations 3828
Countries 123
R-squared

MODELB MODELC MODELD MODELE MODELF MODELG MODELH

BINARY  POLITY  POLITY
PROBIT  FIXED FX FIXED FX
YEARS TREND  YEARS
4351 867 862
(768)** (015  (.016)**
1.241 1.442 1.197
(.723) (852  (.895)

.056 -.075 -072
(028)**  (.026)%**  (.026)**
-0941  -1.004 -.392
(.385) (.393)*  (.410)
-.000 -.026 -.019
(.004) (010)*  (.010)**
0373
(1.177)
036
(.044)
-1.576
(.791)*
-.001
(.008)
-2.348  -86.710 279
(484)** (18.39)*  (.607)
3738 3860 3860
123 126 126
0.808 0.812

POLITY
PRAIS
TREND

929
(.008)***
1.205
(A24)yx*
016
(.008)*
-.859
(:232)**
.006
(.003)*

-12.860
(4.776)**

3860
126
0.931

POLITY
PRAIS
YEARS

928
(.008)***
1.172
(.420)***
.020
(.009)*
-671
(:236)***
.007
(.003)*

-.299
(-342)

3860
126
0.933

POLITY
PRAIS
TREND

917
(.009)***
983
(.507)*
.003
(.010)
-.853
(.258)***
.003
(.003)

.005
(.170)
-129
(.129)
-.488
(:222)*

-23.350

(5.495)

3860
126

0.931

POLITY
PRAIS
YEARS

916
(.009) ***
876
(.502)*
.006
(.010)
-582
(:267)*
.005
(.004)

012
(.168)
-.101
(.128)
-563
(.220)*
311
(.410)

3860
126
0.933

*** n<0.01, ** p<0.05, * p<0.1 Robust standard errors in parentheses. Bédd, G, and H include region dummies.
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Table Six: Comparing Functional Forms

MODEL A
Estimation PROBIT
Dataset BM

Lag Democracy 5.736

(1.093)***

GINI 2.730
(.891)x**

GINI Sq.

GDP per capita .178
(.055)***

Rural Inequality  -1.406
(-346)***

Rural Ineq Sq

Education .001
(.001)

Dem*GINI -2.998

(1.878)

Dem*GDPCAP -.035
(.072)

Dem*Rurallneq .005
(.783)

Dem*Education -.009
(.012)

Dem*GINI Sq.

Dem*R.Ineg. Sq.

Constant -15.046

(136.292)

LR Test

AlC 742.526

BIC 820.164

Observations 4769
Countries 53

MODELB MODELC MODELD MODEL E

PROBIT

BM

7.030
(3.535)*
16.607
(8.654)*

-15.848
(9.559)*

192
(.055)***
032
(1.320)
-1.254
(1.254)
.000
(.005)
-7.013
(14.647)
-.060
(.080)
-2.150
(2.675)
-.007
(.013)
4.496
(16.638)
2.235
(2.971)
30.690

(146.904)

0.441
746.778
850.296

4769
53

POLITY
FIXED

BM

927
(.00B)***
1.395
(.798)*

-.013
(.015)
-526
(.256)*

-.009
(.004)*

233.561

POLITY
FIXED

BM

927

(.00B)***

-6.415
(.7026)
9.394
(8.468)
-012
(.017)
-577
(.662)
025
(.632)
-.010
(.004)*

217.279

PROBIT

BAR

4.011

(.778) ***

1.271
(.751)*

.040
(.029)
-.372

(.349)

-.003
(.005)
-.0816

(1.169)

.050
(.042)

-1.488

(.749) **
.002
(.008)

-17.92

(86.685)*** (88.864)*** (8.700)**

18222.24
18274.11

4838
53

0.526
18224.96
18289.8

4838
53

765.96
890.97

3828
123

MODELF MODELG MODELH

PROBIT POLITY POLITY
FIXED FIXED

BAR BAR BAR
7.427 867 867
(2.442)%* (.0149) ***  (.0150)***
9.808 1.442 -5.821
(5.112)*  (.852%)  (6.335)
-9.333 8.184
(6.017) (6.915)
.051 -.075 -074
(032)  (026)*** (028
1.320  -1.004 -.852
(1.671) (.393)*  (1.363)

-1.788 -.200
(1.787) (1.282)
-.002 -.026 -.026

(.005) (010)*  (.010)*
-13.996

(10.914)

032

(.045)

-3.044

(3.001)

.001

(.008)

-15.312

(12.086)

1.605

(3.404)

-11.412  -86.710 -85.313
(4.575)%* (18.390)* (18.612)**

0.439 0.482
770.20 15589.12 15591.66
920.20 15626.67 15641.73

3828 3860 3860
123 126 126

*** n<0.01, ** p<0.05, * p<0.1 Robust staard errors in parentheses. All regressions include time trend.
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