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“Where some people are very wealthy and others
have nothing, the result will be either extreme
democracy or absolute oligarchy, or despotism
will come from either of those excesses’.

Aristotle Politicsbk. 4, 1296a 1-3
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Introduction

A condderdble debate, among comparaive scholars about the reationship
between economic development and democracy, has been developed in the lagt fifty
years. Perhaps, Lipst's (1959) finding that democracy is rdaed to economic
development, “has generated the largest body of research on any topic in comparative
politics’ (Przeworski & Limongi 1997, p.156). The agumentt tha the wdl to do a
nation, the grester the chance that it will susan democracy, has been split between
two groups Those supporting the link  between economic  development and
democracy in a globd beds (Lipsst, 1959; Bollen, 1979; Burkhat & Lewis-Beck,
1994; Hdliwdl, 1994); and those tha have proven a regiond leves (and specidly
for Lain Ameica), the rdaionship is not sudtaned (De Schwenitz, 1964,
O Donndl, 1979; Rueschmeyer et d, 1992; Landman, 1999).

Theoreticdly speeking, the argument has been centred a the modernization
theory dams where a pogtive rdationship between economic development and
democracy is proposed, arguing that the former causes the later. But, moreover, new
theories and comparative research argues that this rdationship cannot be sustained
(i.e, pos-modernization theory) a the regiond levd. Hence, having this in mind, the
purpose of this paper is to answer the quesion of what can the quantitative
comparison of many countries tell us about the reationship between economic
development and democracy?
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The paper is divided in three sections Frs | summaize the theoreticd
goproach of the reationship between economic development and democracy, based
on the modenization and post-modernization dams and assumptions The next
sction reviews a representtive sample of the literaiure on  this rdationship, and
sketch what the comparisons (datidicdly and quditatively) say dout it. Thus it
deds with the comparison of many countries (globa and regiond scaes), which test
the rdationship of economic development and democracy. Findly, the third part deds
with an econometric andyss of this reationship in the Centrd Anerican countries.
Snce the comparison will be based on a gndl number of countries (5), the
rdaionship is andysed through time-seies data (1973-1999), dudying the
differences with the globa comparisons. Hence, it proves the hypothess that there is a
reldionship between economic development and democracy, even a this sub-regiond
levd.

SECTION 1: The modernization per spective

The basc assumption of the modernization theory is that developing countries
ae on the way towads an idedtype developmentdis modd. This assumption hes
been proposed by a great number of socid scientits, darting with Max Weber, who
agued tha culturd vaues, bdiefs and interets diginguish two types of human
beings, traditond and modern. The former is “anxious suspicdous lacking of
ambition, oriented towards immediae needs .. and dings to wdl-established
procedures even when they are no longer gppropriate’. Contragting with the latter who
is “adaptable, independent, efficient, oriented to long-teem planning, sees the world as
amenable to change and above dl, is confident of the ability to bring change about”
(Tornquist, 1999, p.45). Furthemore, a Parsonian view, assumes certain dructures
and patens of behaviour, which trandated in the economics arena have been
proposed as the “dages of economic growth”. According to this view, the
developmentd pettern of dl socidies lies on five
Sages or categories, which develops Figure 1. The Modernization Theory
consecutivdy: (i) the traditiond — sociey,
devdoped within limited production functions Time (t)

(i) the preconditions for teke-off, embracing

societies in a trangtion process, (iii) the teke-off, 2
where growth becomes the normd condition in a M
sodidly; (iv) the drive to maturity, when modem 3
technology expands over the whole front of the R
economic, sodd and  poliicd  adtivities and A
findly (v) the age of high massconsumption, in ¥
which a large number of persons gan command -
over consumption, transoending  basc  food, Trecions
shdter and dothing (Rostow, 1960). Figure |

Modern
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provide_s a %rq)hicd explanation of the basc DEVEL OPMENT
modernizetion dam.

In tha sense, the modernization theory condsts “of a gradud differentiation
and gpecidization of socid dructures that culminaes in a separdion of politica
sructures from other sources and makes democracy possble’ (Przeworski &
Limongi, 1997, p.158). Hence, as can be seen, the modernization dam is inedeguate,
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both andyticdly and politicdly. It is based in “devdopment modds’, assuming a
sequence of phases tha al developing societies must undergo. Its method consg in
forecast development paterns based on a society’s podtion a& a given sage, but
overlooking the socid context in which development can be achieved.

Furthermore,  Huntington,

in his cortroverdd critic to the modemnizaion

theory and the requistes for democracy, argues thet contrary, economic development

causes politicd

ingability and wha ae needed

indead ae dronger politica

inditutions He didinguishes that the “mogt politicd didinction among countries
concerns not their form of government but ther degree of government” (1968, p.1). In
tha sense, the important democracy condrain is the effective exercise of coercion in
the politicd sysem. Contrasing the politicdl sysems of the advanced countries from
the governments which exigt in most of the modernizing countries of Asa, Africa and
Latiin America, where the latter lack many things from red <shortages of food,

literacy, education and wedth, to
Huntington's andyds of economic devdopment and paliticd

that “economic deveopment
incresses €conomic
inequdity a the same time
thet sodd mobilization
decreases the legitimecy  of
that inequdity. Both aspects
of modernization combine to
produce politicd  ingability”
(1968p.5859). Fgure 2
assess the differences among
these theories.

income, hedth and praductivity. Hence,
ingebility condudes

Figure 2. Modernization vs. Revised Modernization Theories

MODERNIZATION: Economic + Politica Stability
Development > (Democracy)

REVISED Economic - Political Stability

MODERNIZATION: Development > (Democracy)

+
Political

Ingtitutionalisation

Source: Landman, Todd (2000). Lecture Notes GV941 Development, Democracy and Human
Rights [www.essex.ac.uk/government/courses/undergrad/readinglists/qv34199/lectureld.htm].

SECTION 2: Global and regional comparisons

Having undergood the modernization theory goproach to the rdaionship
between economic devdopment and democrecy, let us now turn to the empiricd

evidences aout this controversa

raionship. Badcdly, Lipsst's pioneering sudy

shows tha usng per cgpita income, teephones per 1,000 persons, percentage of
people employed, literacy rates and population living in cities of different d9zes as
indicaiors of development, reved a podtive rdaionship, thus linking democrecy to
development. In his own words “perhgps the most widespread generdization linking
politicd systems to other aspects of society has been that democrecy is related to the
date of economic development” (Lipset, 1959, p.75)

In this avenue, a recent globa dudy reaing regime trangtions, obsarves tha
“in poor countries the vaue of becoming a dictator is grester and the accumulated
cog of dedroying capital sock is lower. In wedthy countries ... the gain from getting
al rather than a pat of tota income is smdler and the recuperation from destruction
is dowe” (Przeworski & Limongi, 1997, p.166), argiing that democracies are more
dable than dictatorship in wedthier societies, and proving that democracies are better
a promoting economic devdopment than nondemocratic regimes. Supporting  the
declaation that economic criSs represents one of the most common thredas to

Jairo Acufia-Alfaro




4/15

democratic  dability. Moreover, Cutrignt and Wiley (1969) concluded that “the
podtive asodiation between socid and economic development and  democrecy hold
for dl four decades, and the data suggest a causd priority especidly for economic
devdopment’!. In addition, Rueschemeyer, Sephens and Sephens, argued that
“cgpitdism and democracy go hand in hand is a widdy hdd bdief” (1992, p.1), ad
that “quantitative crossnationd comparisons of many countries have found
consgently a postive corrdation between development and democracy” (p. 3) in the
world.

Furthermore, Burkhat & LewisBeck, ddidicdly proved that the causd
arow runs from economic devdopment to democracy, but going one dep further,
aguing that “for every tenfold increase in per cgpita energy consumption, the nation
could expect about two-and-a-half point rise on the democracy scale’ (1994, p.907)2,
proving that on bdance, economic development improves democric performance
To boot, Hdliwdl, usng cross sectiond and pooled data for 125 countries from 1960
to 1985, proves empiricdly a robust and postive rdaionship, conduding thet “the
data .. support srongly the notion that countries a higher income levds are more
likdy to have democraic forms of government ... confirm[ing] a robust podtive
relaionship between the levd of per capita income and the adoption of democracy”
(1994, p.245 and 246).

In another compardtive datigicd sudy, among 130 contemporary dSates with
populations over one million, Ersson & Lane conduded that it is important to darify
the meaning of development in order to test the contended reaionship. According to
their study they found “only one robust reationship® ... and that concerns democracy
and human devdopment”. They argue that democracy tends to go together with
human development and that the former “is not an obgtacle to economic growth or a
far income digribution” (1996, p.66-67). Additiondly, they found a wesk evidence
of podtive reaion between democracy and economic development only for certain
messures and periods of time but they did not find any dable rdationship of
democracy and economic growth or with the degree of income inequdlity.

Having sad that, it is interesting to note & the regiond levd, tha this
rlaionship cannot be sudaned with empiricd evidence In a dudy of the
modernization cdams goplied to the South American countries, the author condudes
that “in certain countries, which have achieved the socid differentiation characteristic
of high modernization, there is a drong tendency toward the emergence of a new type
of politicd authoritarianism —“bureaucratic  authoritarianism®  (O'Donndll, 1998,
p.198). In this sense, Landman (1999) shows that the datistica relationship among
economic devdopment and democracy are largdy independent processes, and may
not be goplied for the Latin American region. Hence rgecting the postive association
of democracy and economic development in the regiond leve.

Consquently, a  the regiond leve “comparative higoricd dudies that
emphasze quditative examination of complex sequences tend to trace the rise of

1 Quoted from Rueschemeyer et al, 1993, p.16. The decades used in their test are from 1926 to 1936, from 1937 to
1946, from 1947 to 1956 and from 1957 to 1966.

2 Moreover, Burkhart & LewisBeck, state emphatically that according to “ Granger tests, economic development
“causes’ democracy”, but democracy does not “cause” economic development (p.903).

3 By “robust relationship’, Ersson & Lane meant “a relationdiip that is stable over time and valid irrespective of
reliable measures’ (1996, p.66).
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democracy to a favourable higoricd congdlation of conditions in ealy capitdism”
(Rueschemeyer e d, 1992, p.3). Hence, ther conclusons ae radicdly blesk about
the postive rdationship between economic deveopment and democracy and reject
the modernization dam dated in section 1. Here, De Schweinitz dated dealy the fall
of the modermnizaion theory, arguing, “the development in the nineteen century was a
function of an unusud configuration of higoricd circumstances which cannot be
repested. The Euro-American route to democracy is closed. Other means must be
devised for building new democratic states’ .

Last but not leest, Landman’'s vigorous empirica evduation of the rdationship
between democracy and economic devdopment, using time-series data for the Latin
American countries, provides a robust concluson. His datidicd andyss (N=408)
shows that the postive corrdation is not upheld in Lain America where “gppears to
be no direct relationship between the level of economic development and democracy”,
and consequently, “the universd aspirations of modernization theory are very limited
indesd” (1999, p.624). Ironicdly, this condugon is dravn usng the same economic
devdlopment indicators (energy consumption, urban wages, per capita GDP), as well
as the viable measures of democracy (Arat, Banks, Gadtil, Polity 111, Poe and Taste &
Vanhanen), widdy used for globa comparisons (see i.e Burkhat & Lewis-Beck,
1994 and Hdliwdl, 1994). As follows, O'Donndl’'s and Landman's condusons can
be explaned linking democratic performance to the exigence of vaues and interests,
among dite and mass dtizens that assures that in “Latin America ... dates are
characterized by cydes of democracy and authoritarianism” (Weingast, 1997, p. 254).
Condiituting a fundamenta difference with respect to the wedthy and democratic
advanced societies.

SECTION 3: Central America

After this concise review of literature, now its turn to prove whether, the
modernizetion theory, applies to the Centrd American countries, including Coda
Rica, El Sdvador, Guatemada, Honduras and Nicarague®. Hence the anaysis will be
made according to the “most Smilar system design” (MSSD) in compardive politics®.
The dda range is from 1973 to 1999, thus meking it the most up-dated comparison for
the Centrd American subregion, as wel as the only one testing the modernization
agoproach a this sub-regiond levd udng regresson andyds with time-series modedls
and ordinary least squares. However, some scholars have tried to demondrate thet in
the sub-region the rdative progress, dthough unevenly digributed and comparativey
modest, “reflects both increesed production and the consolidation of some allied
characteristics of modernization” (Dunkerley, 1988, p. 171, emphass added).
Neverthdess, as this section suggests, one may be more cautious and thoughtful when
andysng the economic dewdopment in these five countries Thus this section,
besdes teting the modernization approach, goes a sep further demondratiing why
thiskind of conclusons are biased and mideading for the Centrd American context.

4 Quoted from Rueschemeyer et a, 1992, p.20.

5 Geographically, Central America is composed of these five countries plus Belize and Panama. The exclusion of
the latter is based on the argument that they do not share the same colonia history as the former, which obtained
independence from Spain in 1821, then were ruled as one country in the Central American Federation until 1838,
when each declared its independence as sqarate republics (Bulmer, 1987, p.338). Belize obtained its
independence in 1981 from British rule and Panama in 1903 from Colombia.

6 The MSSD is used to compare systems that share some common characteristics, and thus compensate differences
whilehighlighting others. For a description of the MSSD see Faure, A.M., 1994.
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Economic Development

Even though there is a great debate among scholars a@out the definition of
economic development, for the purpose of this paper it will be opeaiondized as a
multidimensional process involving mgor changes in sodd  dructures,  popular
atitudes and naiond inditutions. Consequently it pursues the accderation of
economic growth, the reduction of inequdity, and poverty dlevigion (Todaro, 2000),
with some basc gods such as growth and equity (economics), democrecy and
dability (politics) (Huntington, 1987). Furthermore, the indicators collected for the
presant empiricd andyds, which are widdy used to identify economic deveopment,
ae red gross domestic product per cgpita (current internationa prices), literacy rates
and life expectancy (seetable 2).

In this sense the panorama for economic devdopment in Centrd America
during the 1980s was not postive. Indeed, during the period of mogt intensve conflict
in the sub-region, the GDP per capita fdt by 15%. And with the exception of Coda
Rica, the subregion embarked upon the process of democratisation with indices of
infant mortdity, life expectancy a birth, access to potable water, manutrition,
illiteracy and persons per doctor that were worse than those for Latin America
(Dunkerley, 1994). However, it may be sad that according to “socid indicators’,
besdes the “logt decades’ of the 70-80s, the Centrd American countries managed to
rise (adthough unevenly) the living conditions of its ditizens Regarding literacy rates,
the average in 1970 of persons who could read and write was 61%; in 1980 and 1990
this rate increesed by 5% each one resching a considerable 74% in 1999". At the
other hand, the number of years people live dso have move up in the subregion,
meanwhile in 1972 the mean life expectancy was of 58 years, in 1999 it was dmost
70 years, meaning an increase of 12 years of longevity.

Beddes this podtive “socid” devdopment, the 1970s and 1980s ae
conddered as the wors of times for the Centrd American countries in economic
terms. Indeed if one just look a the growth rates (and this is one of the reason | cannot
accord with Dunkerley), it can be noticed that snce ealy 1970s the economic
performance of these countries was very undable, Sarting a dangerous pesk decline in
1977 which reached its lowest rate in 1982 (6.4 GDP per cgpita and —3.6 GDP). See
graph beow. Also, the crud confrontation and civil wars (Bl Sdvador, Guatemda and
Nicaragua) characterised this period of higory in the sub-region, led in the 1980s
more than 150,000 people killed and aound 25 million people displaced. Indeed
1979 has been identified as the higoricd momentum which marked a watershed in the
ab-region’s development and the beginning of the word economic crigs, even
deeper than the 1930s. Findly, it can be noted that it is not until 1987 that the region
tends to dabilize its growth a modest, but “pogtive’ scores. A phenomenon that can
be corrdated with the sgning of Esquipulas Il —the peace treaty which began the true
pecification for the sub-region and hence initiated the democratic trangtion.

” However, the contrast in literacy rates is evident among countries, while Costa Rica rank the best rates at 88%,
92%, 94%, 95% respectively, Guatemala lays far behind with 46%, 49%, 55%, and 64% respectively.
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Table 1 show a bivaiate corrdation mearix among the operationdized
measures of development used in this paper and described above. It can dealy be
noticed that the three indicators are highly corrdated a the 0.01 level. But before sart
maeking precipitate conclusion, we need to andyses the democracy dependent variable
and then run some regresson andyss.

Table 1. Bivariate correlation of development indicators

GDP per capita Life Expectancy Literacy rate
GDP per capita - 752** .606**
(82) (64)
Life Expectancy .862**
(55)

Literacy rate
** Correlation is significant at the 0.01 level (2+ailed). N in parenthesis.

Democracy

As wel as with the devdopment concept debate, democracy is a contestable
term among scholars, whose definitions have evolved over time Perhaps Linz and
Sepan’'s opeaiond definition has become the more widdy accepted, assuming the
exigence of democracy when: (i) a sufficient agreement has been reached about
politicadl procedures to produce an dected government; (i) a government comes to
power as result of free and popular dections (iii) the newly dected government de
facto has the authority to generate new policies, and (iv) the executive, legidative and
judiciary does not have to share power with the other bodies de jure. Hence, when dl
of this conditions ae met and work as the “only game in town”, then democrecy is
egtablished and consolidated (Linz and Stepan, 1996).

In that sense, there are numerous ways and indexes to measure democracy that
have evolved in the last years. They can be divided among those that measure inditutions

(Banks, Polity 111, and Vanhanen); indtitutions and rights (Arat, Poe and Tate 2) and those
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tha measure rights protection (Gastil or Freedom House, Poe and Tate 1, and 2.
Furthermore, snce Gadtil (and later Freedom House) index can be identify as the most
popular and widdy used in comparaive politics, it will be used as the messure for
democracy in this paper. This index comprises two scales, politicdl and civil rights),
rating countries from 1 (democratic) to seven (non-democratic) controlling for the largest
quantity of variables of al indexes. The other variable used to control for democratic
performance in Centrd America will be one that labds the type of regime of the five
countries, as military, civilian-military or civilian (see table 2). The following graph plots
the mean of each of these measures from 1973 to 1999, excluding Costa Rica®. Showing
that from 1975 to 1985 the sub-region ranked the less democratic in the Gadtil index
(columns). It can aso be noted, that from 1990 onwards, the region achieve some kind of
“normality” in the type of regime (democratic in the shadow background), and from 1986
onwards the mean democracy scores has tended to dtabilized a the partly-free score,
reaching, for the firgt time, a considerable free score in 1999.

El Salvador, Guatemala, Honduras and Nicaragua: Democratic Performance

[ < wn ©0 ~ @© o o ~ o (v} < n © ~ © D (=3 P N sl < wn © ~ © D

~ ~ ~ ~ ~ ~ ~ e «© fee] «© fee] =] @ o] <o) @ (2] (2] (2] (2] o (2] (=] (=2} (2] (=2}

(2} (<] (] (2} (<] [} (<] [ (=2} (2] [ (=2} (2] (<} (<2} [ (<2} (2] [ (2] (] (=2} (2] [ (=2} (2] (<2}

— — — — - — — - — — — — - — — - — — — — - — — — — - —
| ORegime B Democracy

8 andman, 1999, provides a good survey of &l these seven democracy indexes.

® The political rights checklist includes: (i) free and fair elections for executive and legislative; (ii) fair electoral
laws, equa campaigning opportunities, fair polling, and honest tabulation of ballot; (iii) endowment of freely

elected representatives; (iv) right to organize in different political groupings, (v) significant opposition vote, de

facto opposition power, (vi) freedom from domination by the military, foreign powers, totalitarian parties, religious
hierarchies, economic oligarchies, or any other powerful group, (vii) reassonable self-determination, self -
government, autonomy, for minority groups. The civil liberties checklist includes: (i) free and independent media
and other forms of cultura expression, (ii) free religious ingtitutions, (iii) freedom of assembly, demonstration, and

open public discussion, (iv) freedom of political or quasi-political organization; (v) free trade unions and peasant
organizations, and effective collective bargaining; (vi) independent judiciary; (vii) rule of law prevail; (vii)
protection from political terror, unjustified imprisonment, exile, or torture; (ix) freedom from extreme government
indifference and corruption, (x) property rights; (xi) equality of opportunity. Source: Freedom House Organization.

[www.freedomhouse.org/survey99/method .

0 The reason for excluding Costa Rica, is because since the early fifties, it has been one of the most stable
democratic regimes in the world, and as such it can bias and disguise the results for the true un-democratic and
repressive Central America of the 1970s and 1980s. Indeed, if one include Costa Rica in the graph, it can be noted,
a better ranking in the democracy score (never above the 5 point for un-democratic), and it is not until 1998 that
the region reached the free minimum score in the Gastil index.
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Findly, as done with the devdopment messures, a bivariae corrdaion among
the two democratic measures used in this paper, shows a negative corrdation ¢0.570)
a the 0.01 leve, with 135 observations.

The econometric analyss

As shown previoudy, it can be summarized tha in the time period Sudied
(1973-1999) the 1980s were the worgt of times for Centrd America, in messures, both
of economic devdopment and democracy. Conseguently, we can dat infering the
results of the daidicd andyss that follows, which usng OLS in a linear rdaionship,
tes the null hypothesis that democracy does not depend on the level of economic
development. Hence testing the modernization theory clam that there is a pogdtive
relaionship between economic development and democracy a the sub-regiond leve.
Table 2 summaises the different variables used, both for devdopment and
democracy, as well as shows an overdl description of its Satistics.

Table 2. Descriptive dtatistics of democracy and development in Central America, 1973-99

Standard
Variables Description Mean deviation
Democracy Gastil / Freedom House Index for Political and Civil Rights 350 174
(Dependent)
Dyy Democracy score lagged by one year 355 175
GDPPC Per capita gross domestic product 2174.45 1130.87
LIFEEXP Life Expectancy (at birth) 65.94 5.60
LITERACY Literacy rate (15 years an older) 72.00 13.55
TREGIME Dummy Variable for type of regime coded O for civilian, 1 141 0.86
for civilian-military and 2 for military
BS Dummy variable coded 1 for El Salvador and O for all other 0.20 0.40
countries
GUA Dummy variable coded 1 for Guatemalaand O for all other 0.20 0.40
countries
HON Dummy variable coded 1 for Honduras and O for all other 0.20 0.40
countries
NIC Dummy variable coded 1 for Nicaraguaand O for all other 0.20 0.40
countries
LNPCGDP Natural log of per capita gross domestic product 757 0.46
DEV FACTOR Development index comprising (i) per capitagross domestic 9.80 1.00

product; (ii) literacy rate, and (iii) life expectancy at birth)

Since the number of countries is only five, in a middle-levd of abdraction, the
andyds is done udng time-series data (26 years), increesng the number of
observations to 135. The regresson andyss, is made based on the assumption that
democracy is a function of democracy lagged by one year, the levd of economic
devdopment, the type of regime and dummy variables for each country to control for
unit effects and the Cogta Rican outlier case. Hence the estimated modd is as follow
(dgns above the vaidbles ae the expected for the coefficients in the regresson
results):

+ + ? +
D; =f (Dr1, EDy, Country Dummies TG)
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Hence, the eqution to be estimated is
Dy =&+ &Dy1 + HED; + BELS+4 GUA + 3 HON + §NIC+ & TG +a

Where D is democracy a time t; ED is the level of economic development & a given
time TG is a dummy vaiadle reflecting the type of government a time t; ELS, GUA,
HON and NIC are dummy varidbles for each country and ais the error term; &, &, &,
& & & & and § ae the parameters to be estimated. As Landman (1999) test for
Latin America, the rdationship is examined using vaious meesures of economic
devdopment  (outlined above) and Gadil's democracy score as the  dependent
vaiable. In that sense, table 3 shows the parameter estimates for democracy, with the
different messures of deveopment, and the dummy variables for each country. As can
be seen in this table, the key finding of this paper is that there is no rdationship
between economic development and democracy a the Centrd American leve. Hence,
the disdosures of the modernization theory a the globd leve of comparison, do not
gopear tohold up a thisleve of andyds, aséther in Latin America

Furthermore, it can adso be seen in table 3, and as could have been dready
inferred, the lagged vadues of democrecy have a dgnificat pogdtive effect on the
democracy score. A result that can be interpreted as thet democrecy a a given time
has a grong influence in the future democraic performance in the Centrd American
countries sampled.

Moreover, andysng the t-vaues (in parenthess), one cannot regect the null
hypothess that democracy does not depend on economic development. Because,
according to setigtical standards regarding the t-distribution we have;

ReectHoif >t

and with the degress of freedom in our modds, and a 5% levd of dgnificance the
caiticd vdue of t eguds 1671.  However, before jumping to precipitate and
impulsve concdusons, a word of cadtion should be taken when andysng these
results. According to the DurbinWatson d test*?, which applies to some of the moddls
tested (V, VI and VIII, IX, XI and XII where is tested he lagged variable), one cannot
find no serid corrdetion (d = 2).

Lag but not leest, in modds IX to Xlll, when incorporaing the country
dummy varidbles an additiond picture is dravn. In modds Xl and Xll, Nicaragua and
Guatemda ranked the highest t-values regressed with the development factor and the
natural log of per cegpita GDP. A result that can be interpreted by the evident lack of
devdopment and growth of these two countries, epecidly Nicaragua declared by the
IMF and the World Bank as one of the mogt indebted and impoverished countries in
the world. Furthermore, when regressed with Dy;, Guatemada and Nicaragua, ranked
word. An interpretation of this in the case of Guatemda can be found in the crud and
oppressive regime the military overtook snce 1950 to 1986 when they ruled the
country, especidly, Generd Garcid s period (1978-1982), which has been catd ogued

1 Two clear examples of this point are (i) the failed self coup d etat made in 1993 in Guatemala, when president
Serrano Elias tried to closed down the legidative and judiciary, and was replaced by the human rights procurator
De Ledn Carpio, the transition of power in 1990 in Nicaragua.

12 For agood explanation on the Durbin-Watson d test, its uses and examples, see Studenmund, 1997.
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Table 3. Parameter estimatesfor democracy with different development measures

Independent Models
Variables I I M1 v V A\ Vil VI IX X Xl Xl X111
Congtant 18.653 2834 12.420 15341 2.287 0.851 0.942 0.876 0.840 0.185 0.895 0.719 8.668
(8858) (26.080) (5.997) (7.350) (1.978) (3.185) (1.643) (4.384) (4.184) (1452) (2565) (1.727) (3.642)
D, 0.885 0.692 0.850 0.757 0.838 0.563
(24.647)  (8.159) (24.980) (15.899) (18.280) (4.545)
LNPCGDP -2.000 -0597 0.447 -0.253 -0.930
(-7.206) (-1.942)  (1.099) (-1.781) (-3.184)
LITERACY -6.52E-02
(-6.148)
LIFEEXP -0.236
(-7.458)
TREGIME 1.007 -0.271 -0.282
(3438) (-3.886) (-4.072)
DEVFACTOR -0.821 -0.270 -0.972 0155 -0.117
(-7.361) (-2557)  (-8.779) (0.837) (-573)
ELS 0.449 0.385 2312 0.529 1756
(2.394) (1.938) (5.341) (0.977) (4.856)
GUA 0.526 0.537 2917 0.874 2.645
(2571) (2471) (5.633) (1369) (7.918)
HON 0.302 0.251 1.855 0423 1.840
(1535) (1.206) (4.185) (0.821) (4.484)
NIC 0.449 0.558 3.039 0.762 3167
(2.761) (2.279) (6.805) (1.244) (8.468)
R 0.281 0.506 0.563 0.565 0.880 0.837 0.597 0.890 0.898 0.885 0.765 0.848 0.587
DF 134 54 63 81 129 52 54 129 129 129 54 52 14
F 51926 54.192 39.345 51232 466.652 128.077 38539 515247 181149 190.162 31834 42869 36.609
DW 0.242 0.805 1.076 0.968 1.627 1.891 0.918 1776 1.747 1.602 1.197 1.810 0414

Unstandardized co-efficients reported, t-values in parentheses.
DF = Degree of Freedom DW = Durbin-Watson d test



a the mog brutd in teems of violaions to human rights and its engagement in a
large-scde  furious counterinsurgency  military  campaign.  This  militay  ruled-period
was accompanied by a thirty-9x year civil war, which in far and consarvaives
edimates led around 200,000 people dead (an average of 15 killings per day).
Likewise, Nicaragua, even in a lesser extent, have had snce 1950, around 35 years of
militay rule (gther right or left wing), which did not changed until 1990 with the
dection of Barios de Chamorro; and the civil war of late 1970s and 1980s led by the
US sponsored “contras’  guerrilla. Fndly, the case of Honduras seems to be different
in the last four modds In dl of them, it scored the lowest t-scores, which can be
interpreted with the type of regimes (dternance among military and civilian, except in
the 1970s), as well as with the absence of avil war, dlowing for more investments in
socid development.

Conclusions

After reviewing this sample of representative studies on the rdaionship
between economic development and democracy, a the globd and regiond leves as
wdl with the datidica test for the sub-regiond leve, a quedion 4ill last. How can s0
many different —quantitative and quditative- dudies devide so grestly about this
relaionship? The rexults of the econometric andyss on this paper, shed light on the
modernization clams gpplication & the subregiond levd rased by Landman and
Ersson & Lane the later rdaed to the messure of development. Hence, severd
interpretations can be made. Fire, the difference of results can be explained in the
nature itself of compardive andyss. We may not forget that globd research tends to
meke generdizations that do not goply to lower levd of andyss and the levd of
development of indudridized countries, such North America and western Europe, and
their equivdent of democraisation, bias the results Furthermore, besdes so much
progress, socid sciences 4ill lacks of modds to predict medium and long run effects
on the sodeties devdopments, because “our theories ae like grasshoppers, jump
about taran. It is quite impossble to determine in which direction (or when) they
will jump next” (Apter, 1969, p.422). In tha sense, the modernization theory is a clear
example of the socid sciences chdlenge, forecadting.

Ancther reason why there is no podtive rdationship among development and
democracy in Centrd American can be explaned by the core of democrecy itsdf.
Democracy is more than an economic system, it comprises socid, politicd and
culturd aspects, and thus there lies the difficulty of assesing this unidirectiond
redionship. This sub-region, as have been proved, underwent a period of dSagnant
economic growth (1960s-70s), which lead to economic and socid diversfication,
increesad  inequaity and unemployment in rurd and urben aees This Stuation,
maivated tha newly emerging groups met with repressive military regimes that
resricted democracy in dl the countries except Costa Rica Moreover, the “logt
decade’ of the 1980s for Centrd America evidenced contradictory dtuations. Fird the
abregion expeienced the mogt violent and repressve of dl  prior  regimes,
accompanied by economic deterioration and negative rates of economic growth, but
suddenly, and what can be conddered as an internd factor, the sgning of Esquipulas
[l in 1987, a new process of pecification and democretic consolidation Sarted. Also,
contrary to the modernization gpproach. Hence, a this point, the avid reader dill
should be wondering “why has democracy, which for so long has been an orphan in
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this region, suddenly begun to find a home? And why would it pick this time, a period
of economic crigsand civil unres, to do 07’ (p.168).

Agan, svead interpreaions can be added to answer this quedtion, but
certanly the modernization perspective has no one. Perhaps, a vaid argument can be
found in the core of democracy itsdf, and a persuasve answer to this quedtion lies in
the naure of the democratic hope, which as Wengast (1997) summarized, it is
“dtizen dtitudes vaues and behaviour” which determine democracy and not the
levdl of devdopment. Democracy in itsef is not a guarantee to development, as either
it emerges only in wedthy societies. But what is dear is that a least democracy, as a
socigtd system, dlows a society to choose, openly and fredy, its path © deveopment.
Consquently, the chdlenge for the socid and economic sciences in the future is to
determine then, which attitudes, vaues and behaviours ae better promoting and
achieving devdopment, and furthermore, how could we dat to build indicatas,
indexes and modds to messure them®®. This paper did not have an answer to this
matter, and certainly it goes beyond its scope, but a leest has shed light in the task to
understand that democracy can be built among underdeveloped societies and further,
we can dat to infer, as a widdy hedd bdief, tha within a democrdic system,
development can be more sdif -sugtained.

In sum, democracy is rooted in a series of propostions that have been
underlined by Rugtow (1970), and tested in this paper. They ae (i) the factors that
keep democratic dability may not be the same tha brought it into exigence (i) not
dl caud links run from sodd and economic to politicd fectors, (iii) not dl causd
links run from beliefs and aititudes to actions, (iv) the geness of democracy is not
uniform, there are many roads to democracy; and findly (v) empiricd data in support
of a genetic theory mugt cover a time period from just before until just after the advent
of democracy.
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