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1. Introduction 
 
The world of multilateral trade negotiations has been recently portrayed in terms of 

increased setbacks, failed hopes and lost opportunities, particularly in the aftermath of the 

collapse of the Doha Development Agenda in July 2006.2 Nonetheless, scholars in 

Economics and Political Science have not missed how an authentic “rush to free trade” had 

occurred worldwide in the previous two decades (Rodrik, 1994). Beginning in the late 

1970s, dramatic declines took place in tariff rates and other non-tariff barriers.3 During the 

same period, according to some with a non-trivial backward time lag, an increasing number 

of developing countries underwent considerable transitions towards democracy.4 A major 

aim of this paper is to contribute to the empirical exploration of these post-1960 changes in 

domestic regimes and trade policies, deepening the investigation on the nature of the links 

between economic globalization and the different shifts that occurred in domestic polities 

worldwide, in the years from 1960 to 2000. We are aware that many other factors influence 

                                                 
1 Leturer in International Relations, University of Bologna, Forlì. Alma Mater Studiorum Università degli 
Studi di Bologna, Dipartimento di Politica, Istituzioni, Storia Facoltà di Scienze Politiche, Strada Maggiore 
45, 40125, Bologna, Italy. Visiting Professorial Lecturer, Introduction to Development, SAIS-The Johns 
Hopkins University, Bologna. Corresponding email: eugenia.baroncelli@unibo.it
 
2 The Economist, Jul 29-Aug 4, pp.65-66. 
 
3 See UNCTAD-Trains for tariff and non-tariff barriers, UN-Comtrade for data on imports and exports.  
 
4 On the “Third Wave” of transitions to democracy, that took place between 1970 and 1990, see the seminal 
Huntington (1991). Milner and Kubota (2005) have focused only on developing countries which experienced 
a democratic transition in the same period, arguing that, for such cases, democratization preceded, and 
crucially influenced, their choice to integrate into the international trade system. 
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trends in global trade in addition to domestic institutional and economic features, and that 

any forecast about the future of the trade system should also look at the role played by such 

systemic factors as economic crises or international economic institutions. However, we 

believe that the ups and downs that have affected the fate of trade globalization during the 

last forty years have much to do with domestic sources, and that useful policy inputs for the 

upcoming years may be gained by combining both systemic and domestic-level 

explanations. 

 

The relation between trade policies (more broadly, economic development) and domestic 

institutions has recently gained a new momentum in both economics and IPE fields.5 

However, the mixed messages that have emerged on such key issues as the impact of 

increased democracy on protectionism, call for further attention to this and other relatively 

less explored dynamics. First, this paper analyzes how changes in institutional traits, both 

democratic and non-democratic, have influenced the making of trade policies since the 

1960s, in both developed and developing countries. Our aim is in this sense similar to that 

pursued by some recent contributions on the subject.6 Second, this work adds to the quoted 

analyses by combining traditional IPE approaches to the study of the impact of domestic 

institutions on trade policies with the insight from political economy contributions. These 

latter explicitly incorporate in their investigation controls for domestic factors affecting 

trade policies other than polity type.7 Specifically, this paper investigates how domestic 

institutional features (democratic and autocratic) of stable polities have influenced their 

trade and tariff policies from 1960 to 2000, controlling for variations in the level of 

development and resource endowments. Furthermore, using the same analytical settings, it 

                                                 
5 Among the very recent contributions on the relation between democracy and trade at the monadic level see 
Milner and Kubota (2005); O’Rourke and Taylor (2006); Hatton and Williamson (2006). On institutions and 
economic development see Olson (1993), Barro (1996), and the recent Persson and Tabellini (2006), Rigobon 
and Rodrik (2005), Rodrik and Wacziarg (2005). 
 
6 See Dutt and Mitra, 2002a and 2002b, Milner and Kubota, (2005). Our work does not deal with the causes 
of democratization, nor does it seek to investigate the determinants of post-transition polity durability. See 
Huntington (1991) and Lipset (1993). 
 
7 Most of the IPE literature on the impact of democracy on trade policy assumes the trade model a priori 
investigating only the link beween institutions and trade outcomes on the basis of multivariate regressions 
with a host of control variables that, to our current knowledge, exclude data on the countries’ endowments, 
productivity, at either the aggregate or sector-level.  
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provides prima facie evidence on- and explores the influence of domestic regime 

transitions on trade.  

 

In Sections 2 and 2.1 a critical review of the IPE and political economy literatures is 

provided, on the links between domestic institutions and foreign economic choices, namely 

trade policies. Section 3 describes the main variables and data, and discusses 

operationalization issues. Section 4 illustrates the analytical setups developed for this study. 

In Section 5, we present the results and discuss their implications. Section 6 concludes, 

indicating possible paths for future research. 

 

2. Domestic polities and trade: the IPE and political economy literatures 
 

Aside from the hypothesis of neutrality of institutions on economic policies8, there does not 

appear to be a definite consensus on the precise type of influence that democracy exerts on 

market liberalization and trade reform.  

 

In the IPE literature, gravity models have been widely employed to conduct analyses at the 

dyadic level, proving the existence of a positive link between democracy and trade. Within 

the group of the “democratic peace” studies, Bliss and Russett have supported the 

argument, relying on the democracy-peace-trade Kantian thesis.9 According to this line of 

reasoning, the spread of democracy has reduced the occurrence and intensity of armed 

conflicts, increasing the costs of protectionism and leading a growing number of new 

democracies to open to trade.   

 

In the context of game-theoretic studies on tariff bilateral negotiations, other scholars have 

explained increased trade between democratic pairs from the paradoxical interaction of two 

Executives captured by their respective –supposedly protectionist- Parliaments, and 

therefore pushed to extract higher tariff concessions from the negotiation counterpart.10 

                                                 
8 See Nelson (1990) and, on the Latin American case, Remmer (1990). 
 
9 See Bliss and Russett (1998). 
 
10 Mansfield, Milner and Rosendorff (2000). 
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According to this view, while being “free traders” at the dyadic level, democracies, whose 

Executives are responsible before a Parliament that is often prey of a number of lobbying 

groups, would be inherently more prone to protectionist capture compared to non-

democracies, whose policy stance would depend only on the preferences of governmental 

elites.  

 

Conversely, at the monadic level, recent analyses in the IPE literature have provided 

evidence to the positive link between democracy and free trade, showing how the extension 

of voting rights to previously disenfranchised workers that occurred between 1970 and 

2000 in many labor abundant developing countries was followed by increased trade 

liberalization.11 To be true, early theoretical roots for the monadic argument in favor of the 

thesis of “democratic openness” date back to the Enlightenment. Political philosphers such 

as Montesquieu had thoughtfully noted how protectionism increased with the selfishness of 

monarchs in countries which had non-representative regimes, and how, on the contrary, 

polities where leaders were subject to institutional checks were more prone to trade 

openness (Montesquieu, 1748).  

 

Formal modeling of this key intuition has been extensively pursued in numerous rational 

choice studies and in the political economy literature on the endogenous formation of trade 

and tariff policies. A modern version of this thesis, arguing for a tendency of the elites’ 

fiscal selfishness to decline as the level of representativeness of institutions increases, is 

provided by rational choice institutionalists such as Olson and McGuire (1996).  

 

The political economy literature on trade has long investigated which elements are mainly 

responsible for the shaping of trade and tariff policy choices. As in the IPE literature, 

opinions diverge on the nature of the link between trade and democracy. Short of 

Ricardian12 and imperfect competition models, numerous studies have relied on 

                                                 
11 See Milner and Kubota (2005), who find that this relation is robust to the inclusion of variables measuring 
the role of economic crises, pressures from international organizations, and proxy for the change in the 
Governments’ ideology. 
 
12 See Gourevitch (1986). 
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frameworks based on the Heckscher-Ohlin Model, and the Stolper-Samuelson Theorem 

(hereinafter HO-SS), variously combined with either the median voter or lobbying models 

of policymaking.13

 

In the basic HO Model, trade patterns are determined by relative endowments and countries 

export those goods which are intensive in the factor that is relatively more abundant. 

Ownership of the abundant factor obtains higher returns under opennes, compared to 

ownership of the scarce factor. Therefore, ownership of the abundant factor stimulates free 

trade stances, while ownership of the scarce factor prompts protectionist voice. As 

customary in rational choice models of political economy of decision-making, it is assumed 

that political leaders maximize their utility by securing their re-election. Based on the 

presumption that preferences are ranked along a one-dimension continuum, between free 

trade and protection, policymakers will tend to respond to inputs from the larger 

(majoritarian) group, targeting the median voter’s preferences in their policy offer. Aside 

from the issue of countries’ relative abundance, what matters in these formulations is the 

concentration of ownership of each factor. Compared to capitalists and landowners, the 

electoral group with the higher number of individuals is that of workers, who, by definition, 

own the least concentrated, most diffused factor: labor. Therefore, under such median 

voter-majoritarian setting, the majoritarian factor (by definition labor) is expected to set the 

course for trade policies.  

 

Protectionist policies should be expected in labor scarce economies, whereas free trade 

policies should be more likely in labor abundant economies.14 Derived from the 

assumptions of the HO-SS framework, these outcomes have been confirmed at the level of 

individual trade preferences by numerous studies (Balistreri, 1997; Scheve and Slaughter, 

1998). In the cases of Canada and the United States, owners of scarce factors reported on 

balance more protectionist preferences compared to owners of abundant factors. At the 

level of congressional voting patterns in the US, behavior consistent with the predictions of 

the Stolper-Samuelson Theorem has also been detected, with voting favorable to 

                                                 
13 On the median voter See Mayer (1984), and Grossman and Helpman (2001). On pressure groups and 
lobbying see Grossman and Helpman (1994), Mitra (1999), and Feenstra and Bhagwati (1982). 
14 On three-factor settings see Rogowski (1987b) and O’Rourke and Taylor (2006). 
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preferential trade agreements and multilateral trade institutions (CUSTA, NAFTA, GATT) 

increasing in capital contributions from Political Action Committees, and voting against 

such institutions increasing in labor contributions. 

 

Differently, studies focusing on the role of pressure politics and lobbying have emphasized 

how the determination of trade policy outcomes is skewed towards the groups that are 

better organized, and thus have a lower incidence of free riding costs in the articulation-

voicing of their preferences to the government. As capital is by its own structure more 

concentrated than labor (1 worker-1 voter), the articulation of trade policy appears biased 

towards the political inputs from the industrial lobbies. Based on the basic HO-SS 

assumptions, a simple rent-seeking/lobbying argument is that protectionist policies tend to 

prevail in labour abundant (capital scarce) countries, while policies more favorable to 

opennes are more likely to be adopted in labor scarce (capital abundant) countries.15

 

However, in the real world, as shown by the findings on Congressional voting patterns 

quoted above, a further nuance to the simple division between majoritarian and rent 

seeking models exists. It appears that, even in a majoritarian setting, the definition of the 

policy outcome in the legislative process is not merely the product of the interaction 

between voting rules and individual preferences, as it also depends on how the definition of 

these latter is intrinsically linked to lobbying dynamics (Baldwin and Magee, 2000).  

 

2.1 Democracies, autocracies and transitions: additional hypotheses on the links 

between domestic polities and trade 

 

In the political economy literature on trade there are several studies which provide evidence 

to the link between democracy and protectionism, and, conversely, to the free-trade bias in 

autocratic regimes. One main line of reasoning is that democracies, by being structurally 

                                                 
15 Nonetheless, as Pecorino (1998) and Magee (2001) have shown, the relationship between concentration of 
capital assets and trade policy is often an ambiguous one. Lower degrees of concentration increase the free-
riding problem (which is on the opposite contained when concentration –e.g. inequality- grows) for the pro-
capital lobby and increase the incentive to defect from collective lobbying to the government. Different trade 
policy outcomes can be expected, associated with different discount rates, levels of the government’s 
bargaining power vis-à-vis the import competing (capital owners) lobby. See Dutt and Mitra (2002b). 
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open to political test from the voting public, may also be more prone to capture 

mechanisms originating from some groups/constituencies in the electorate. Within the 

“capture hypothesis” several possible ties connect democratic polities with a tendency to 

adopt protectionist stances in their trade choices. To quote a few, unemployment issues, 

which are often at stake during electoral periods, and which usually do not obtain voice in 

authoritarian systems, tend to be dealt by democracies with the provision of protection to 

import-competing sectors. Increased openness has tended to bring about a higher elasticity 

in labor demand, shifting wage and non-wage costs and bargaining power away from 

workers towards employers, and has generated conflicts over intra-firm rent distribution 

between capital and labor, often solved through request, and obtainment, of protection from 

the government.16  

 

Generally, then, according to this line of reasoning, leaders in democracies have to be 

responsive to distributional issues much more than ruling elites in autocratic regimes do. 

As some have put it, “dictatorships are […] more concerned with the size of the pie rather 

than its distribution, [and] are more likely to be open [compared to democracies]”.17  

 

Also, even when trade-promoting reforms that have passed the electoral test generate 

benefits for the majority of citizens, implementation and reallocation post-reform costs, as 

some have maintained, may be better managed and sustained by a dictator (Fernandez and 

Rodrik, 1991). Indeed, these empirical records belong to the group of studies on which 

defenders of the thesis of the “developmental state” have relied to support the need and 

preference for a centralized strong state -over an electoral democracy –whose elites are free 

from competing pressures exerted by a voting public- to promote growth and openness in 

developing countries.18 A seminal contribution on the need for a strong state to lead the 

process of industrialization was provided by Gershenkron (1962).19 Even though their 

                                                 
16 See Rodrik (1997). 
 
17 Dutt and Mitra, 2002b, quot., p.123. Words in square brackets have been added by the Author.  
 
18 To be sure, the authors in the quoted study have accurately specified the conditions attached to such 
hypothesis (namely individual-specific uncertainty regarding the costs of moving to the export sector).  
 
19 Rogowski (1987b) provides an interesting critique to the Gershenkronian argument, based on the link 
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adoption of a Socialist ideological stance does not allow one to place them neatly in either 

the pro-“strong state” or pro-“participatory democratic” camp, Dependencistas have widely 

discussed the need for a strong role of the state in the process of economic development in 

Latin American countries in the 1940s, 1950s and 1960s. After the emergence of the 

“Asian Miracle” in the 1970s and 1980s, the theme has been explored with a new emphasis 

by several other scholars (Haggard, 1990; Wade, 1990).20  

 

In the literature on the political economy of domestic transitions there are numerous 

analytical strands that point to the existence of a nexus between institutional uncertainty 

and economic underperformance. Adapting such argument to the analysis performed in this 

paper, one likely outcome would be that political transitions –any type of transition- be 

associated with protectionist trade policies.21

 
Contributions on partial reform equilibria have shown how the domestic political instability 

that characterizes most political transitions is indeed often associated with economic failure 

(Solnick, 1996; Hellman, 1998). At the theoretical level, a rather persuasive explanation 

has been provided in the institutionalist camp by Olson and McGuire (1996). Any 

transition, a passage from a stage to another, be it political, economic or both, carries with 

itself a change in the time horizon of the decision makers. These authors have maintained 

that in transition regimes rational selfish leaders, who have shorter time horizons compared 

to their counterparts in stable polities, have a rational interest to underinvest in the 

provision of public goods, due to the decreased returns that they expect to derive from an 

improvement in their constituencies’ welfare. Similarly to the Olsonian roving bandits, 

then, the ruling elites in transitional polities may have a preference towards predation of 

                                                                                                                                                    
between economic development (capital accumulation) and the timing of trade opening. 
 
20 Not all contributions have embraced the thesis of a –short-term- preference for authoritarianism over the 
risk of inefficient governance under democratic rule. One example is provided in Johnson (1982) on the role 
of MITI in the Japanese economic boom 
 
21 Theoretically, as maintained by the neo-classical economic literature on trade and trade policies, free trade 
is a superior outcome in the long term, in the sense it is welfare-enhancing both at the country and world-
level, once those who have been disadvantaged in the process of opening have been compensated with the 
fruits borne out of increased exchanges. Therefore, in a world of “transitioners” under the “uncertainty-
underperformance” hypothesis, one could expect some form of –more or less complete- reciprocal 
protectionism.  
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existing resources. In cases of  polity shifts towards democracy, such selfish redistribution 

would thereby undermine the economic benefits –according to someone the basis- of the 

transition itself, and, ultimately, induce a stalemate if not a collapse of both the political 

transition and the process of trade opening. 

 

Conversely, in the same rational choice vein, the thesis that regime disruption and change 

is beneficial to growth and increased openness to trade has been advanced to explain such 

cases as the Japanese and German economic miracles in the years after the end of the 

Second World War (Olson, 1982). However, both cases should be taken with a grain of 

salt, as disruption and state collapse occurred prior to the formation of new polities, which 

was guided by a powerful external actor, backed in its role by the unique features that 

existed then in the security structure. Records of “developmental states” that increasingly 

democratized their institutions and opened to foreign trade and investment, such as Mexico 

between the 1980s and the 1990s, or Eastern European countries such as Poland, Hungary 

and Bulgaria after 1990 may suggest that transitions towards democracy and higher 

openness go hand in hand. On the other side, cases such as that of China, stand in the way 

of the link between economic liberalization and democratic transition, proving how non-

democratic polities can successfully, at least for a couple of decades, pursue freer trade and 

investment policies while preserving a high degree of restriction in the level of political 

representativeness (and promotion/enforcement of the rule of law) of their domestic 

institutions.  

 

3. Operationalization of key indicators  

 

Leaving to future research the task of comparing the relative goodness of different 

measures of democracy, we have chosen here to focus on the procedural, Schumpeterian 

definition, according to which democracy is in its essence a method through which citizens 
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choose their political leaders by way of contested elections, that are held at periodical 

intervals, according to majority criteria and universal suffrage.22  

 

We operationalize the Schumpeterian definition through the indicators provided in the 

Polity IV dataset.23 In line with Gurr’s indications, we consider as “institutionalized 

democracies” polities where citizens can express their preferences on political alternatives 

and leaders through institutionalized checks on the Executive. Higher codings on the 

indicators on the level of competitiveness of political participation, degree of openness of 

the selection process of- and constraints operating on- the Executive indicate polities that 

have institutional features that approximate the Scumpeterian idealtype. 

Conversely, autocratic features are associated with regimes where the degree of 

competitiveness in political participation is drastically reduced or suppressed, and the 

leaders of the Executive, selected through a process which is internal to the group of 

political elites, are not subject to institutional constraints in the accomplishment of their 

public duties.24

 

                                                 
22 This definition leaves out other important aspects of democratic features that have gained increased 
prominence in the post-1945 world, such as civil rights as freedom of speech and writing. On the implications 
of different conceptualizations of democracy see Schmitter and Schneider (2003) and Vreeland (2003). 
 
23 “Institutionalized Democracy: Democracy is conceived as three essential, interdependent elements. One is 
the presence of institutions and procedures through which citizens can express effective preferences about 
alternative policies and leaders. Second is the existence of institutionalized constraints on the exercise of 
power by the executive. Third is the guarantee of civil liberties to all citizens in their daily lives and in acts of 
political participation. Other aspects of plural democracy, such as the rule of law, systems of checks and 
balances, freedom of the press, and so on are means to, or specific manifestations of, these general principles. 
We do not include coded data on civil liberties.” See “Political Regime Characteristics and Transitions, 1800-
2000”, Dataset Users’ Manual, POLITY IV PROJECT, Marshall and Jaggers (2000) available at 
http://www.cidcm.umd.edu/inscr/polity/data, pp.12-13.  
 
24 Acording to Jaggers and Gurr (1995), regimes coded as autocratic share properties such as are “a lack of 
regularized political competition and concern for political freedoms”. More precisely, “In mature form, 
autocracies sharply restrict or suppress competitive political participation. Their chief executives are chosen 
in a regularized process of selection within the political elite, and once in office they exercise power with few 
institutional constraints. Most modern autocracies also exercise a high degree of directiveness over social and 
economic activity, but we regard this as a function of political ideology and choice, not a defining property of 
autocracy. Social democracies also exercise relatively high degrees of directiveness.” Jaggers and Gurr 
(1995), pp.471-472.  
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In order to operationalize our dependent variable, trade policy, we have used both trade and 

tariff data. Data on trade openness (measured as the sum of imports and exports on GDP) 

provide an indirect measure of a country’s trade policies, but are available for longer time 

spans (here 1960 to 1999), compared to data on tariff and non-tariff barriers. The direct 

measure employed in this study is based on average MFN levels from 1988 to 2005. Key 

control variables are capital to labor ratio, used as a proxy for countries’ relative 

endowments, GDP and population (combined as GDP per capita, used as a proxy for the 

level of economic development). 25  

 

4. Analytical setup and prima facie evidence from the data 

 

At a first, general level, we have answered the question whether a difference exists in the 

trade policy behavior of countries that experience improvement (deterioration) in their 

democratic institutions based on the early thoughts of Montesquieu, and on the further 

development provided by rational choice institutionalism on the different incentives facing 

monocratic, oligarchic and democratic representative leaders. Our hypothesis is that, under 

increasing institutional constraints and regular political control, policymakers, who also 

take part in the productive process of the economy, have a rational tendency to diminish the 

level of taxation over the citizens’ resources and their economic exchanges, both domestic 

and external.  

 

Prima facie, the positive link between increased democracy and trade liberalization has 

emerged clearly from our data, confirming earlier work conducted in either the IPE and 

trade economics literatures on the matter.  

 

                                                 
25 See References for further details on data sources.  
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Figure 1. Tariffs and representativeness, 1988-2000. 
Simple correlation between the aggregate indicator of representativeness (Var. Polity2R, composite index of 

political rights, Polity IV dataset), and average MFN tariff at the aggregate level. See References for further 

details.  

 

The negative link between protection and representativeness of domestic institutions 

appears confirmed by several preliminary checks. Results from simple correlations appear 

to validate the hypothesis that trade restriction, measured either through tariff protection or, 

indirectly, as the share of trade in GDP, decreases as the degree of representativeness of 

domestic political institutions increases.  

 

In the first formulation of our model, we have explored the direction and magnitude of the 

impact that changes in democratic (autocratic) institutional features of domestic polities 

have exerted on trade openness and tariff policies in the periods 1960-1999, and 1988-

2000, respectively. More particularly, a first hypothesis tested was whether increasingly 

democratic (autocratic) features per se, aside from the speed of transition, had any 
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significant impact on countries’ trade and tariff policies, controlling for level of economic 

development through the inclusion of a variable measuring GDP per capita. Along with 

basic OLS regressions, we have also run simulations with country-specific fixed effects, in 

order to correct the coefficients for possible time-invariant effects related to each country’s 

peculiar features that are not captured in either the GDP per capita or polity type 

variables.26  

 

A second issue was then one of refining the previous, general, hypothesis on the supposed 

free-trade stance associated with democratic features, specifying the conditions, if any, 

under which autocratic traits produce more protectionist policy outcomes compared to 

democracies, and when, on the contrary the reverse is true.27 Starting from the HO-SS 

political economy models of trade policy determination, and accepting the insights and 

corollaries that can be derived from Montesquieu and Olson and McGuire (1996), we have 

assumed that a median voter type of setting is associated with democratic institutional 

features, and that –with a grain of salt-  non-democratic features could be more aptly 

formalized through rent seeking and lobbying mechanisms. If anything, there is no 

guarantee that institutional constraints will act to prevent/curb these mechanisms in 

dictatorial regimes, while in democratic polities, which are by no means immune to capture 

dynamics, there is always at least a presumption of parliamentary control –or executive 

balancing- on possible capture mechanisms that bypass the electoral outcomes.28  

 

                                                 
26 See results in the Appendix, Tables 1 and 2.  
 
27 Conversely, a different strand within the political economy literature on trade and domestic institutions, has 
focused on the impact of globalization on democratization trends. See Acemoglu and Robinson (2000 and 
2001), and Xu (2005). 
28 Under HO-SS assumptions, in labor scarce democracies we can expect more protectionist outcomes 
compared to labor abundant democracies, but in each case the outcome is supposed to have stemmed from an 
electoral process and not from capture mechanisms responding to concentration and power of those groups 
that are better organized. The question here would become whether labor scarce democracies are in fact more 
or less protectionist than capital scarce autocracies. Differently phrased, from a purely monadic standpoint, 
one may ask if democratic electoral mechanisms are themselves a key to increased trade (decreased 
protection), and therefore a force sustaining globalization, or if, under certain conditions, these same electoral 
mechanisms could be welfare-inferior compared to rent-seeking/capture dynamics that are at work in non-
democratic regimes, and which may be less damaging to welfare (and less disadvantageous to economic 
globalization).  
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Following the assumptions of a simple 2X2 HO-SS setting, we can describe the likely trade 

policy scenarios expected from changes in democratic/autocratic institutional traits under 

similar conditions of relative regime stability: capital abundant countries would tend to 

increase trade openness under autocratic (rent seeking) regimes, while labor abundant 

countries would tend increase openness under democratic (median voter, majoritarian 

models) polities (See Table 1 below). Demands from capital possess a superior weight in 

regimes where rent seeking mechanisms prevail, while demands from labor obtain under 

majoritarian electoral models in democratic polities. 

 

Table 1. Trade policies under HO-SS and types of political decision-making 

 

 L ab – K scarce L scarce – K ab 

 

Increased Democratic 

Features 

 (majoritarian model) 

 

Free trade 

 

Protectionism 

 

Increased Autocratic 

Features 

 (lobbying model) 

 

Protectionism 

 

Free Trade 

 
Note: While the terms “free trade” and “protectionism” mimic the two traditional ends of a simplified uni-

dimensional continuum for trade policy choices, correct labels would be “preference for lower tariff/non tariff 

barriers” and “preference for higher tariff/non tariff barrier”, respectively. 

 

The situation depicted above changes when one considers the same framework in a 

dynamic setting, altering the time horizon of decision makers, by including cases of non-

stable polities, such as transitional regimes, where time-horizons are by definition shorter 

and less certain.  

 

One possible path would be to consider all transitions in the same way, associating 

institutional uncertainty with economic instability. Under an alternative hypothesis, as we 
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do here, one can distinguish between democratic and adverse transitions, treating them as 

quasi-democratic or quasi-autocratic regimes, respectively, and applying the median voter 

(majoritarian) framework to the latter, and the rent seeking (pressure group) framework to 

the former. 29 In the first case, if one approximates cases of major democratic transitions to 

examples of quasi-democracies, the HO-SS median voter setup would predict pro-free 

trade (protectionist) policies in labor abundant (capital abundant) countries.  In the second 

case, one can expect that weaker institutional constraints on the policy choices of the ruling 

elites would tend to skew them towards self-interested behavior, leading them to put more 

weight on the demands from better organized domestic groups (once land, nowadays 

capital). Therefore, elites in adverse transitional regimes with relatively long time horizons 

may at the margin behave like the stable Olsonian autocrat, who maximizes its welfare by 

raising taxes (tariffs here) up to the level when redistribution to themselves is highest, and 

re-investment into the provision of public goods (redistribution to society) -and consequent 

deadweight loss- are both minimum. Under HO-SS/rent seeking assumptions one would 

then expect free trade (diminished trade restriction) in capital abundant countries, and 

protectionism (increased trade restriction) in capital scarce countries.30  

 

In our data, we have identified 149 cases of major episodes of transitions towards 

democracy since 1950.31 Out of these cases, only 53 appear as shifts towards polities with 

                                                 
29 Empirically, we differentiate here between minor changes in domestic institutional features (changes in 
either DEMOC or AUTOC polity score in either direction), and major transitions (cases coded as non-null 
values in the Polity IV REGTRANS variable). We further split the sample of major transitions into two 
groups: “democratic transitioners” (countries which, in a given year, show a REGTRANS score of 0 or 
higher) and “adverse transitioners” (countries which display a negative REGTRANS score).   
30 Such scheme assumes away differences between stable autocracies and adverse “trapped transitions” (Pei, 
2006) where elites have relatively long term horizons. Things may be different in cases of very rapid 
transitions where decision makers have a sense of imminent regime failure and are therefore prone to 
predatory mechanisms in designing trade policies. One broad hypothesis, whose testing we leave to future 
research, is that, if their sole interest is that of a “roving bandit” (loot and run), leaders in very short-term 
transitions would simply aim at increasing their return from trade taxes. Namely, always under a HO-SS/rent 
seeking framework this would lead them to raise the level of protection across the board, on all taxable 
factors, aside from sources of lobbying pressure.  
 
31 See Table 1 in the Annex, where major shifts towards democracy are reported for years between 1955 and 
1999. Countries whose institutions underwent such major changes towards democracy are those for which the 
REGTRANS variable assumes a value of +3 points in the Polity IV Dataset. REGTRANS values range from -
2 to 3, major democratic and autocratic shifts, respectively, with intermediate politiy changes labeled at -1, 0, 
1 and 2). 
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discernible democratic traits (see Table 2 in the Annex).32 Also, it is worth noting how, in 

numerous cases, the same country has undergone more than one major shift towards 

democracy, keeping in mind that these moves have occurred in between large time spans 

(such are, for example, the cases of Argentina in 1973 and 1983, or that of the Dominican 

Republic, in 1961-63 first and 1978 afterwards, or that of Ghana in 1969-1970 and 1978-

1979).33 Therefore, for a host of countries, even major changes towards acknowledged 

democratic institutional features were less than permanent in this period. In some cases 

distant transitions were all notches up the ladder of democratization, such as in the case of 

South Korea, Nepal or Uruguay. In other instances, they were interspersed with adverse 

changes and regress to institutional traits closer to the autocratic idealtype. Finally, only 37 

countries out of those which experienced substantial jumps towards democracy in different 

years since 1950 have kept or increased these institutional features in 1999.34  

 

Similarly, 42 countries out of the 57 that experienced major adverse shifts towards 

autocratic polities between the 1950s and the 1990s, have kept mostly non-democratic, 

dictatorial institutions in 1999.35

 

5. Trade policies in the “Third wave”: rational leaders in representative democracies 

and the preference for free trade 

 

The results from our first specification, including control for GDP per capita and country-

specific fixed effects, indicate that, between 1960 and 2000, transitions to increasingly 

democratic institutions yielded higher levels of trade openness, as measured by trade to 
                                                 
32 We have set the threshold at value 6 of the Polity variable, consistent with examples taken from the 
literature. See Jaggers and Gurr (1995), Mansfield, Milner and Rosendorff (2000). 
 
33 Other cases include Guatemala, South Korea, Nepal, Nigeria, Niger, Pakistan, Sierra Leone, Thailand, and 
Turkey. See Table 2 in the Annex. 
 
34 See Table 3 in the Annex. This preliminary evidence excludes countries who have experienced relatively 
more gradual transitions, such as South Africa, Lebanon or Paraguay. It does not include either cases of 
democratic shifts that were accompanied by state changes, demise or disruption, or cases of collapse of 
central authority, such as the former Soviet Republics, Bosnia, Serbia, Czech Republic and Slovak Republic. 
 
35 See Tables 4 and 5 in the Annex. Changes in domestic polities labeled as major adverse transitions are 
given a score of -2 in the REGTRANS variable (6 or more point decrease in the Polity variable). See Marshall 
and Jaggers (2000). 
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GDP ratios. Applied to data on average mfn tariff between 1988 and 2000, the same 

specification conveys a similar message: as more and more countries democratized in that 

period, tariff rates decreased. In all the specifications of the basic model, where the average 

mfn tariff is expressed as a function of the level of development (measured by GDP per 

capita) and of the degree of representativeness of domestic institutions, tariffs decrease as 

the quality of democratic institutions increases (See Table 1 in the Appendix). Coefficients 

on the DEMOC variable are positive and highly significant in the specifications with trade 

openness as dependent variable (column 1, Table 2), and negative and significant in the 

formulation with tariffs (column 1, Table 1).  

 

Similarly, as shown in column 2 of Table 2, the coefficients on the AUTOC variable are 

negative and highly significant in the specification with trade openness on the left hand 

side, and positive and highly significant in the formulation with average MFN levels as 

explananda (columns 3 and 4 of Table 1). These results are robust to the inclusion of 

country-specific fixed effects, an indication that the institutional inducements to trade 

freely that are inherent in democratic features are robust to time-invariant elements, 

specific to each country’s particular situation (Table 2, column 1, and Table 1, column 2). 

The same is true for the variable that measures the variation in autocratic features of 

domestic polities. As expected, checking the impact of the combined evolution of domestic 

institutional features on trade policies through the summary variable POLITY (calculated 

as the difference between the DEMOC and AUTOC scores), we have obtained coefficients 

that have the same signs as those on the DEMOC variable, negative in the regressions with 

average MFN, and positive in those with trade to GDP. As more and more countries have 

democratized in the years from 1960 to 2000 (increased values in the POLITY score, from 

-10 to 10), their trade to GDP ratios have increased. Similarly, as shown by the negative 

and significant coefficient of POLITY in the formulation with average mfn as dependent 

variable, the recent wave of democratization appears to be positively and significantly 

correlated with the decline in tariffs occurred in years between 1988 and 2000.36 Changes 

                                                 
36 According to Marshall and Jaggers, the logic of [the] "institutionalized autocracy" scale is similar to that of 
the institutionalized democracy scale […] and it is subject to the same kinds of operational redefinition to suit 
different theoretical purposes. Note that the two scales do not share any categories in common.” (2000, p.14). 
Though not perfect, the correlation between each of these three polity variables is necessarily high, by 
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in the level of development, formalized here at a very broad level through the variable on 

GDP per capita do not seem to have modified the positive effect of democratization and the 

negative effect of regress to authoritarianism on trade and tariff declines in the years 

between 1960 and 2000.  

 

5.1 Transitions and trade 

 

Correlation coefficients between REGTRANS and our two different measures of trade 

restrictiveness, trade to GDP, average MFN and a third, import data, respectively do not 

appear stable, neither in sign nor in magnitude. Some interesting results emerge from 

correlations between adverse transitions and tariff data, which display a correlation 

coefficient of 0.6357, indicating that, as non-democratic institutions develop in a country, 

its leaders tend to adopt higher tariff vis-à-vis the rest of the world. Correlation between 

tariff data and countries that have experienced relevant democratic shifts (REGTRANS>0) 

appear still positive (0.0949), but much lower than in cases of “adverse transitioners”. With 

respect to tariff, then, one could say that adverse transitioners appear to increase restriction 

to a much higher extent than democratic transitioners do.   

 

Correlating cases of transitions favorable to democracy (REGTRANS labeled 0 to 3) with 

sum of import values, we obtain a coefficient of 0.1461, indeed an evidence of positive 

correlation between democratic transition and increased integration in the international 

trade markets. Simple correlation between REGTRANS and the sum of imports yields a 

positive 0.1932, supplying additional evidence to the hypothesis that links transition to 

democracy to increased openness in trade policies. 

 

                                                                                                                                                    
construction. However we have chosen to run separate checks on all three to test slightly different hypotheses 
on the nature of the link between change in polity type and trade policies. The two variables DEMOC and 
AUTOC each measure variations across two separate and different scales, applicable to the same regime, 
which may or may not conform to a full democracy or a full autocracy. “Nonetheless many polities have 
mixed authority traits, and thus can have middling scores on both Autocracy and Democracy scales. These are 
the kinds of polities which were characterized as "anocratic" and "incoherent" in the Polity I studies. As a 
group they proved to less durable than coherent democracies and autocracies (see Gurr 1974, Harmel 1980, 
Lichbach 1984).”, ibid. Therefore, in this study, we interpret the coefficients on the DEMOC and AUTOC 
variables, respectively, as indications of effects on trade from variations in institutional features towards the 
democratic/autocratic idealtype. 
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However, splitting the sample into two groups, democratizers and adverse transitioners, has 

not consistently returned the expected results. Correlation between REGTRANS and sum 

of imports for transition with REGTRANS scores lower than 0, e.g. for “major adverse 

transitioners”, yield a high 0.9761, indicating that other factors are at work that need to be 

considered in the analysis of trade policies of polities in transition. To be sure, imports are 

only one side of the trade exchange, but also one of the most targeted for protection 

through tariffs as most exposed to domestic competition, more concentrated and possibly 

active towards the government compared to foreign competitors, who have to face the 

pressure from domestic exports, but are often discriminated on several grounds through the 

use of non-tariff, administrative and bureaucratic barriers. One possible explanation of this 

particular case, is that imports –often of intermediate goods- tend to obtain high protection 

in developing autocracies, more so in cases when the transition elites need foreign inputs –

and the capital that comes with it- to provide the bases of a virtuous economic circle that 

can help to structure their leadership. The cases in point are Belarus (1996), Republic of 

Congo (1997), Rwanda (1993) and Thailand (1991). In one case (Rwanda) the presence of 

a war and collapse of state institutions and interruption of the pre-war polity may well be 

associated with a sudden turn to foreign markets to obtain basic resources. The same check, 

correlation between adverse transitioners and trade openness (trade to GDP), still generates 

a positive, though much weaker coefficient (0.0235), suggesting the need to explore other 

factors that may modify the effect of domestic polities on trade policy choices. 

 

Beyond the conflicting evidence that emerges from simple correlations, results from the 

regression analyses mostly confirm our predictions. In the second basic setup, which 

controls for the simultaneous effects of development levels and institutional features of 

domestic regimes, where trade to GDP is regressed against GDP per capita, the formulation 

including the REGTRANS variable returns a highly significant positive coefficient on this 

composite indicator of transition (See Table 2, column 3 in the Appendix). As a country 

develops, and its citizens increase their share in national income, demand for foreign goods 

and offer of domestic goods to international buyers as a ratio of GPD increases. 

Simultaneously, and, supposedly independently37, countries which experience substantial 

                                                 
37 Checks for internal correlation and endogeneity issues are being currently performed by the Author and 
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regime changes, either by introducing new or increased democratic features or by adopting 

new or “augmented” authoritarian patterns in their domestic polity, tend, on average, to 

intensify their level of trade openness. This evidence seems to indicate that transitions, be 

they democratic or adverse, have a homogenous positive impact on trade, regardless of 

levels of development and direction of the transition itself. One caveat that is worth 

reminding is that, in this simulation, none of the countries for which a transition has 

occurred has undergone state failure, disintegration, transformation, demise or creation in 

that year, and that the positive and significant coefficient on REGTRANS may well capture 

a prevalence of  democratic over adverse transitions (indeed only 149 cases have scores of -

1 or -2 in the REGTRANS variable, over a total of 645 recorded transitions), thus 

replicating a bias in this aggregate indicator. We have therefore split this new, smaller 

sample containing only transitions, into democratic and “adverse transitioners”, creating a 

dummy variable, DemTrans, which takes a value of 1 for those countries whose transition 

was labeled with scores from 0 to 3 in the REGTRANS variable in the relevant year, and  0 

otherwise. We have included it in our second basic setup (Trade to GDP as LHS and GDP 

per capita as main RHS control) and have obtained a highly positive and significant 

coefficient (9.08). This finding seems to show how democratic transitions, or, better, non-

adverse transitions, are positively and significantly related to trade openness at any level of 

development, while also discounting for the effects of country-specific, constant influences.      

 

5.2 Political representativeness and trade policies: endowments matter 

The second model presented in this study explains trade openness (Trade to GDP) as a 

function of resource endowments (measured as the capital to labor ratio) and the type of 

domestic political regime during the period 1960-1999.38 The coefficients on our variables 

of interest are always significant and have the expected sign in almost all the 

specifications.39 Results from the first specification, which includes 124 countries, for all 

levels of relative capital endowments and country-specific fixed effects, show a negative 

                                                                                                                                                    
will be included in the final version of this paper. 
38 See Tables 3 to 6 in the Appendix. 
 
39 For presentation purposes we only report results from fixed effect regressions. Results from OLS 
regressions are available upon request. 
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and significant coefficient on the DEMOC variable (-0.607), indicating that, when 

controlling for capital to labor ratio, representative polities tend to be relatively more 

protectionist.40 The preference for openness in non-democratic polities is confirmed by the 

positive and significant coefficient on the AUTOC variable (0.472). The negative 

coefficient on the POLITY variable (-0.305) is also significant, and suggests that, taken 

together and observed across all institutional shifts, minor and major, democratic and 

adverse, and controlling for relative endowments, countries tend to choose protection over 

free trade. Looking only at transitions, the coefficient on REGTRANS is positive and 

significant, indicating that all “major transitioners” tend favor openness. “Democratic 

transitioners” have an even higher propensity to increase trade openness as their capital 

endowments grow relative to labor (coefficient on DemTrans equal to 5.217).  

Compared to the results obtained from our first specification (Table 1 and 2), these findings 

indicate that, aside from a generic propensity to openness across different levels of 

development, increased democracy (autocracy) does not consistently lead to higher (lower) 

trade, while regimes undergoing a transition appear to favor trade across different levels of 

relative endowments. As detailed in Section 4, the analysis should be refined by further 

specifying the conditions under which different relative endowments associated to 

democratic institutions stimulate (diminish) openness to trade. 

 

The predictions on the behavior of polities with different institutional traits from our simple 

2X2 HO-SS framework are confirmed by the results reported in Tables 4 to 6 in the 

Appendix. Table 4 summarizes the findings for capital abundant countries. The coefficients 

have been obtained from the application of the third model to a sample truncated at levels 

of capital to labor ratios that were higher than- or equal to- the sample mean (8.8). As 

expected, in capital abundant, labor scarce, countries, democratic institutional features are 

associated with a propensity to restrict trade (coefficient on DEMOC negative and highly 

significant, -0.364), while autocratic features tend to produce increased openness  

(coefficient on AUTOC positive and highly significant). When lumped together, 

“transitioners” tend to prefer higher levels of trade restrictiveness in capital abundant 

                                                 
40 See Table 3 in the Appendix. 
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countries, while “democratic transitioners” appear to confirm their inclination towards 

trade openness. 

 

Table 5 shows the results from the same specification applied to the group of capital scarce, 

labor abundant countries. Here it appears that democratic institutions influence trade 

policies in a way that is contrary to our predictions, as the negative and significant 

coefficient on the DEMOC variable shows, possibly suggesting that, for countries whose 

capital to labor ratio is lower than the 8.8 sample mean, increasingly democratic features in 

domestic institutions may not stimulate voice from workers’ constituencies in favor of 

trade openness. Similarly, the coefficient on the AUTOC variable is positive and 

significant, suggesting that in labor abundant countries non-democratic features may lead 

to increased trade openness. Interestingly, transitioners, both when lumped together and 

when divided between democratic and adverse, tend to have a preference towards free trade 

in labor abundant countries.  

 

However, choosing a lower cutoff point when splitting the sample between capital 

abundant and capital scarce countries, and setting the threshold for the logarithm of capital 

to labor ratio at 6, we obtain significant coefficients on DEMOC and AUTOC whose signs 

are consistent with the predictions laid out in Section 4. After having singled out those 

countries that are particularly abundant in labor, we have therefore run the same model on 

this new sample. A positive and significant coefficient on the DEMOC variable validates 

the hypothesis according to which under increasingly democratic institutional features, 

workers in capital scarce democracies tend to successfully exert voice in favor of trade 

openness. Similarly, a change in domestic institutions towards non-democratic features is 

associated with protectionist tendencies in countries that are particularly scarce in capital 

(AUTOC coefficient negative and equal to -1.423). 

 

Other explorations may be needed to reach clear-cut conclusions on the goodness of fit of 

our proposed models linking trade policies to domestic institutions and their transition. 

Also, further elaboration is called for at the theoretical level on how trade policies in both 

democracies and autocracies can be approximated to either median voter or lobbying 
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models. However, these preliminary results indicate that along with democratic and 

autocratic institutional features, resource endowments have exerted a substantial influence 

on the trade policies of both developed and developing countries for the whole period from 

1960 to 1999. Therefore, hypotheses about an inherent pro-free trade tendency of 

representative polities cannot be separated from considerations on the effects of domestic 

structures of relative resource ownership 

 

6. Conclusions 

 

Does the future of world trade look brighter in the light of the previous findings? On the 

one side, evidence that in both developed and developing countries democratic institutions 

tend to be associated with increased trade openness seem to support a positive answer, as  

more and more polities have democratized between the 1970s and the 1990s. As shown by 

the results obtained in our first basic specification, even controlling for variations in their 

level of development, those countries which have developed increasingly stable autocratic 

features seem to be more prone to restrict their exchanges with the world.  

 

A first, positive answer to the question about the future of trade, may lie in the fate of 

transitions, defined as major shifts towards either democratic or autocratic polity types, as 

they seem to be prima facie associated with increased trade openness. Our preliminary 

evidence on transitions indicates that, aside from their direction, at different levels of 

development, they have led countries to increase their trade with the rest of the world.  

 

However, deepening the analysis to explore the impact on trade of both changes in 

domestic polity features and resource endowments has conveyed a more nuanced message. 

As countries accumulate capital relative to labor, and as they experience a rise in the degree 

of representativeness of their institutions, they show a shift towards restriction of trade 

flows. The hypothesis advanced in this study is that the tendency to restrict trade in capital 

abundant democracies stems from the extension of voting rights to larger numbers of 

workers, who have in turn successfully voiced their preference for protection against 

abundant capital. Conversely, polities with reduced forms of representativeness appear to 
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favor free trade in capital abundant countries. When speculating about the future of 

globalization on grounds of welfare efficiency, some perplexity may arise about the 

implications of further changes towards increasingly democratic domestic polities, as such 

developments appear to be associated with higher protectionism in capital abundant 

countries. A few decades ago, capital accumulation was –rightly- believed to be at the roots 

of industrial and economic development. Within our setup, increased capital stocks, 

associated with increased democracy, would lead to a world of freer, though highly 

protectionist polities. Recent developments in the WTO negotiations on the future of the 

international trade system seem to point to a similar, gloomy forecast. A critical mass of 

highly industrialized, protectionist democracies appear to find favorable conditions for their 

anti-free trade claims, before such labor-abundant developing industrializers such as India 

and Brazil.  Will the pull from stable, labor abundant, autocracies, such as the Chinese 

giant, be enough to stimulate a new opening, in spite of, or rather bypassing, domestic 

institutional inducements that exist in stable, capital abundant, mature democracies towards 

increased protection? Or will it continue to produce regressive, more restrictive outcomes? 

 

A first, positive answer about the impact of domestic institutional change on the future of 

trade globalization may be in the evidence that our analysis has returned relative to 

transitions. The fate of democratic transitions, though sometimes short-lived and prone to 

autocratic reversals, may indeed point to envisage a brighter future for trade globalization. 

The analysis of how fast transitioners behave with respect to their trade policy has shown 

that quasi-democracies have leaned towards increased openness under both high and low 

capital to labor ratios. This finding suggests that major transition towards increasingly 

democratic features may bring about a higher propensity to trade, compared to adverse 

transitions, or to cases where structured constituencies in stable polities behave according 

to matters of relative scarcity and domestic systems of preferences aggregation in the 

formulation of trade policies.  

 

Finally, a second, reassuring answer, regards the effects that changes in the technology and 

production structures at the global level may have on trade. Similar to capital, which 

replaced land during the early phases of industrialization, knowledge is now replacing 
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capital as a key to development and further economic growth. Therefore, as more and more 

workers improve their skill levels, there is reason to hope that protectionist claims in 

mature, capital abundant democracies, will be kept in check by new, pro-free trade 

constituencies of highly skilled workers.41 While not being a recipe for economic growth 

and trade openness, in the past forty years democratization has enabled larger groups of 

worker to voice for freer trade in a high number of developing countries. There is hope that 

technological developments may now offer mature, capital abundant democracies a way 

out from their protectionist equilibrium. 
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Appendix 
 
 
Table 1. Domestic institutions and tariff policies, 1988-2000.  
 
Dependent 
variable  

Average MFN 

  
1 (OLS) 

 
2 (FE) 

 
3 (OLS) 

 
4 (FE) 

 
5 (OLS) 

      
GDPpc - 0.003**** 

(-8.51) 
- 0.000 
(- 0.98) 

-0.000**** 
(-12.11) 

-0.000* 
(-1.05) 

-0.000**** 
(-9.75) 

 
Democ - 0.928**** 

(-4.75) 
-1.174**** 

(-3.78) 
   

Autoc   0.958**** 
(3.14) 

1.411*** 
(3.21) 

 

Polity     -0.527**** 
(-4.28) 

Constant 22.81**** 
(15.54) 

22.19**** 
(8.90) 

15.99**** 
(19.90) 

12.25**** 
(9.95) 

19.74**** 
(20.64) 

      
N Obs 437 437 437 437 440 
N Countries  104  104  

R-squared 0.335  0.306  0.330 

R-squared 
within 

 0.045  0.034  

R-squared 
between 

 0.1705  0.091  

R-squared 
overall 

 0.299  0.222  

RMSE 8.692  8.88  8.758 

 
Note: t values are reported in parentheses. 
****Significant at the 1% level 
*** Significant at the 5% level 
**Significant at the 10 % level 
* Significant at the 20 % level 
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Table 2. Domestic institutions and trade openness, 1960-2000.  
 
Dependent 
variable  

Trade to GDP (%) 

  
(1 ) 

 
(2)  

 
(3)  

 
(4) 

     
GDPpc 0.000**** 

(12.70) 
0.000**** 

(12.68) 
0.000**** 

(3.06) 
0.000**** 

(2.72) 

Democ 0.613**** 
(4.97) 

   

Autoc  -0.867**** 
(-7.13) 

  

Regtrans   1.362**** 
(2.78) 

 

DemTrans    9.08**** 
(4.40) 

Constant 60.406**** 
(101.04) 

66.138**** 
(120.50) 

51.591**** 
(44.19) 

45.632**** 
(24.30) 

     
N. Obs 4272 4272 473 473 

N. Countries 152 152 110 110 

R-squared 
within 

0.046 0.052 0.048 0.048 

R-squared 
between 

0.013 0.011 0.014 0.011 

R-squared 
overall 

0.020 0.081 0.030 0.0432 

 
Note:  t values are reported in parentheses. All specifications include country-specific fixed effects. 
****Significant at the 1% level 
*** Significant at the 5% level 
**Significant at the 10 % level 
* Significant at the 20 % level 
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Table 3. Domestic institutions, trade openness and resource endowments, 1960-1999.  
 
Dependent 
variable  

Trade to GDP (%) 

   Full Sample   

  
(1) 

 
(2) 

 
(3) 

 
(4) 

 
(5) 

      
Ln K/L 
ratio 

17.574**** 
(28.15) 

17.537 
(28.03) 

17.46 
(28.18) 

11.026**** 
(4.56) 

10.544**** 
(4.48) 

Democ - 0.607**** 
(-4.49) 

    

Autoc  0.472**** 
      (3.52) 

   

Polity   -0.305**** 
(-4.47) 

  

Regtrans    0.873*** 
(2.05) 

 

DemTrans     5.163**** 
(2.99) 

Constant -93.76**** 
(-19.95) 

-97.75**** 
(-17.31) 

-95.325**** 
(-17.32) 

-45.062*** 
(-2.22) 

-44.43*** 
(-2.28) 

      

N Obs 3086 3086 3124 309 309 

N Countries 124 124 124 87 87 

R-squared      

R-squared 
within 

0.212 0.210 0.208 0.144 0.162 

R-squared 
between 

0.095 0.094 0.095 0.031 0.027 

R-squared 
overall 

0.065 0.064 0.066 0.024 0.0274 

Note:  t values are reported in parentheses. All specifications include country-specific fixed effects. 
****Significant at the 1% level 
*** Significant at the 5% level 
**Significant at the 10 % level 
* Significant at the 20 % level 
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Table 4. Domestic institutions, trade openness and resource endowments: capital abundant 
countries, 1960-1999. 
 
Dependent 
variable  

Trade to GDP (%) 

   Sample 
truncated at Ln 

K/L > = 8.8 

  

  
(1) 

 
(2) 

 
(3) 

 
(4) 

 
(5) 

      
Ln K/L 
ratio 

18.104**** 
(16.47) 

18.014**** 
(16.50) 

18.024*** 
(16.52) 

9.682*** 
(2.09) 

7.853* 
(1.57) 

Democ - 0.364*** 
(-1.93) 

    

Autoc  0.349** 
(1.80) 

   

Polity   -0.202*** 
(-2.08) 

  

Regtrans    -0.989** 
(-1.51) 

 

DemTrans     5.217** 
(1.67) 

Constant -114.633**** 
(-10.49) 

-116.838**** 
(-10.42) 

-115.527**** 
(-10.50) 

-42.53 
(-0.95) 

-28.21 
(-0.60) 

      

N Obs 1699 1699 1722 140 140 

N Countries 76 76 76 46 46 

R-squared      

R-squared 
within 

0.146 0.145 0.144 0.093 0.098 

R-squared 
between 

0.016 0.016 0.0159 0.031 0.038 

R-squared 
overall 

0.012 0.0116 0.0127 0.013 0.002 

Note: t values are reported in parentheses. All specifications include country-specific fixed effects. 
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Table 5. Domestic institutions, trade openness and resource endowments: capital scarce 
countries, 1960-1999. 
 
Dependent 
variable  

Trade to GDP (%) 

   Sample 
truncated at Ln 

K/L < 8.8 

  

  
(1) 

 
(2) 

 
(3) 

 
(4) 

 
(5) 

      

Ln K/L 
ratio 

17.028**** 
(19.13) 

17.219**** 
(19.27) 

16.93**** 
(19.09) 

9.928**** 
(3.05) 

10.339**** 
(3.37) 

Democ -1.127 
(-5.75)**** 

    

Autoc  0.784**** 
(4.29) 

   

Polity   -0.523**** 
(-5.49) 

  

Regtrans    0.987** 
(1.69) 

 

DemTrans     5.880**** 
(2.74) 

Constant -71.82**** 
(-10.93) 

-79.365**** 
(-11.99) 

-75.324**** 
(-11.56) 

-28.374* 
(-1.18) 

-35.294* 
(-1.58) 

      

N Obs 1387 1387 1432 169 169 

N Countries 67 67 67 48 48 

R-squared 
within 

0.2395 0.231 0.229 0.127 0.159 

R-squared 
between 

0.083 0.094 0.088 0.048 0.049 

R-squared 
overall 

0.110 0.117 0.112 0.045 0.058 

 
Note: t values are reported in parentheses. All specifications include country-specific fixed effects. 
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Table 5. Domestic institutions, trade openness and resource endowments: capital scarce 
countries, 1960-1999. 
 
Dependent 
variable  

Trade to GDP (%) 

Sample truncated at Ln K/L < 6 

  
(1) 

 
(2) 

 
(3) 

    

Ln K/L 
ratio 

14.89**** 
(3.59) 

14.354**** 
(3.55) 

12.024**** 
(2.59) 

Democ 1.554*** 
(3.51) 

  

Autoc  -1.423**** 
(-4.02) 

 

Polity   0.572**** 
(2.68) 

Constant -50.241*** 
(-2.11) 

-36.965* 
(-1.62) 

-29.281 
(-1.11) 

    

N Obs 175 175 184 

N Countries 13 13 13 

R-squared 
within 

0.111 0.131 0.065 

R-squared 
between 

0.136 0.037 0.080 

R-squared 
overall 

0.474 0.034 0.360 

 
Note: t values are reported in parentheses. All specifications include country-specific fixed effects. 
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Table 1 
 

Democratic Shifts 1950-1999 
CountryName polity2 year 
Albania 1 1990 
Albania 1 1991 
Albania 5 1992 
Argentina 6 1973 
Argentina 8 1983 
Armenia 5 1998 
Bangladesh 6 1991 
Benin 0 1990 
Benin 6 1991 
Bolivia 8 1982 
Brazil 7 1985 
Bulgaria 8 1990 
Burkina Faso 1 1977 
Burkina Faso 5 1978 
Cambodia 0 1988 
Cambodia 0 1989 
Cambodia 1 1990 
Cambodia 1 1991 
Cambodia 1 1992 
Cambodia 1 1993 
Central African Republic -6 1991 
Central African Republic -6 1992 
Central African Republic 6 1993 
Chile -1 1988 
Chile 8 1989 
Colombia 7 1957 
Comoros 4 1990 
Congo, Rep. -1 1991 
Congo, Rep. 5 1992 
Cote d'Ivoire -1 1999 
Croatia 1 1999 
Djibouti 2 1999 
Dominican Republic -3 1961 
Dominican Republic 3 1962 
Dominican Republic 8 1963 
Dominican Republic 6 1978 
Ecuador 5 1968 
Ecuador 9 1979 
El Salvador -4 1979 
El Salvador -2 1980 
El Salvador 0 1981 
El Salvador 2 1982 
El Salvador 4 1983 
El Salvador 6 1984 
Ethiopia 1 1994 
Ethiopia 1 1995 
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Fiji 5 1990 
Ghana -2 1969 
Ghana 3 1970 
Ghana 0 1978 
Ghana 6 1979 
Greece 1 1974 
Greece 8 1975 
Guatemala 3 1966 
Guatemala -6 1984 
Guatemala -1 1985 
Guatemala 3 1986 
Guinea-Bissau 5 1994 
Guyana 6 1992 
Haiti -8 1986 
Haiti -8 1987 
Haiti -7 1988 
Haiti -6 1989 
Haiti 7 1990 
Haiti 7 1994 
Honduras 1 1980 
Honduras 4 1981 
Honduras 6 1982 
Hungary -2 1988 
Hungary 4 1989 
Hungary 10 1990 
Indonesia -5 1998 
Indonesia 7 1999 
Iran, Islamic Rep. 3 1997 
Japan 10 1952 
Korea, Rep. 8 1960 
Korea, Rep. 3 1963 
Korea, Rep. 1 1987 
Korea, Rep. 6 1988 
Lesotho 8 1993 
Madagascar 2 1991 
Madagascar 9 1992 
Malawi -8 1993 
Malawi 7 1994 
Mali 0 1991 
Mali 7 1992 
Mexico 4 1994 
Mexico 4 1995 
Mexico 4 1996 
Mexico 6 1997 
Mongolia 2 1990 
Mongolia 2 1991 
Mongolia 9 1992 
Mozambique 6 1994 
Nepal -4 1957 
Nepal -1 1958 
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Nepal 2 1959 
Nepal 5 1990 
Nicaragua 6 1990 
Niger 1 1991 
Niger 8 1992 
Niger 4 1999 
Nigeria 0 1978 
Nigeria 7 1979 
Nigeria -1 1998 
Nigeria 4 1999 
Pakistan 5 1951 
Pakistan 1 1962 
Pakistan 8 1973 
Pakistan 8 1988 
Panama 8 1989 
Paraguay 2 1989 
Peru -2 1978 
Peru 3 1979 
Peru 7 1980 
Philippines 1 1986 
Philippines 8 1987 
Poland 5 1989 
Poland 5 1990 
Poland 8 1991 
Portugal -3 1974 
Portugal 3 1975 
Portugal 9 1976 
Romania -2 1989 
Romania 5 1990 
Sierra Leone 1 1968 
Sierra Leone 4 1996 
Spain -3 1975 
Spain 1 1976 
Spain 5 1977 
Spain 9 1978 
Sudan 0 1964 
Sudan 7 1965 
Syrian Arab Republic 7 1954 
Taiwan, China 7 1992 
Thailand -2 1968 
Thailand 2 1969 
Thailand -2 1973 
Thailand 3 1974 
Thailand -2 1977 
Thailand 2 1978 
Thailand 9 1992 
Turkey 9 1973 
Turkey 7 1983 
Uganda 3 1980 
Uruguay 8 1952 
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Uruguay 9 1985 
Venezuela 6 1958 
Zambia 6 1991 

 
Source: Polity IV Dataset (2000). 
 
Table 2 
 

Transitions to democracy, 1950-1999 
CountryName polity2 year 
Argentina 6 1973 
Argentina 8 1983 
Bangladesh 6 1991 
Benin 6 1991 
Bolivia 8 1982 
Brazil 7 1985 
Bulgaria 8 1990 
Central African 
Republic 6 1993 
Chile 8 1989 
Colombia 7 1957 
Dominican Republic 8 1963 
Dominican Republic 6 1978 
Ecuador 9 1979 
El Salvador 6 1984 
Ghana 6 1979 
Greece 8 1975 
Guyana 6 1992 
Haiti 7 1990 
Haiti 7 1994 
Honduras 6 1982 
Hungary 10 1990 
Indonesia 7 1999 
Japan 10 1952 
Korea, Rep. 8 1960 
Korea, Rep. 6 1988 
Lesotho 8 1993 
Madagascar 9 1992 
Malawi 7 1994 
Mali 7 1992 
Mexico 6 1997 
Mongolia 9 1992 
Mozambique 6 1994 
Nicaragua 6 1990 
Niger 8 1992 
Nigeria 7 1979 
Pakistan 8 1973 
Pakistan 8 1988 
Panama 8 1989 
Peru 7 1980 
Philippines 8 1987 
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Poland 8 1991 
Portugal 9 1976 
Spain 9 1978 
Sudan 7 1965 
Syrian Arab Republic 7 1954 
Taiwan, China 7 1992 
Thailand 9 1992 
Turkey 9 1973 
Turkey 7 1983 
Uruguay 8 1952 
Uruguay 9 1985 
Venezuela 6 1958 
Zambia 6 1991 

 
Source: ibid. 
 
 
Table 3 
 

After the Big Jumps: the picture in 1999 
CountryName polity2 
Argentina 8 
Bangladesh 6 
Benin 6 
Bolivia 9 
Brazil 8 
Bulgaria 8 
Central African 
Republic 6 
Chile 8 
Colombia 7 
Dominican Republic 8 
Ecuador 9 
El Salvador 7 
Greece 10 
Guatemala 8 
Guyana 6 
Honduras 7 
Hungary 10 
Indonesia 7 
Korea, Rep. 8 
Madagascar 7 
Malawi 7 
Mali 6 
Mauritius 10 
Mexico 6 
Mongolia 10 
Mozambique 6 
Nepal 6 
Panama 9 
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Philippines 8 
Poland 9 
Romania 8 
Spain 10 
Taiwan, China 9 
Thailand 9 
Turkey 7 
Uruguay 10 
Venezuela 7 

Source: ibid. 
 
Table 4  
 

Major Adverse Regime Shifts: 1950-1999 
CountryName year polity2 
Angola 1991 -3 
Argentina 1966 -9 
Argentina 1976 -9 
Armenia 1995 3 
Armenia 1996 -6 
Azerbaijan 1993 -3 
Azerbaijan 1994 -3 
Azerbaijan 1995 -6 
Bangladesh 1974 -2 
Bangladesh 1975 -7 
Belarus 1995 0 
Belarus 1996 -7 
Benin 1963 -1 
Benin 1964 -4 
Benin 1965 -7 
Brazil 1961 5 
Brazil 1962 5 
Brazil 1963 3 
Brazil 1964 -3 
Brazil 1965 -9 
Burkina Faso 1980 -7 
Burundi 1963 -3 
Burundi 1964 -3 
Burundi 1965 -5 
Burundi 1966 -7 
Burundi 1992 -3 
Cambodia 1997 -7 
Chad 1978 -3 
Chile 1973 -7 
Comoros 1976 -4 
Comoros 1999 -2 
Congo, Dem. Rep. 1960 0 
Congo, Rep. 1963 -7 
Congo, Rep. 1997 -6 
Cuba 1952 0 
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Cuba 1953 -3 
Cuba 1954 -6 
Cuba 1955 -9 
Dominican Republic 1966 -3 
Ecuador 1970 0 
Ecuador 1971 0 
Ecuador 1972 -5 
Egypt, Arab Rep. 1952 -7 
Equatorial Guinea 1969 -5 
Fiji 1987 -3 
Gambia, The 1994 -7 
Ghana 1972 -7 
Ghana 1981 -1 
Ghana 1982 -7 
Greece 1967 -7 
Guatemala 1954 -6 
Guyana 1978 0 
Guyana 1979 0 
Guyana 1980 -7 
Haiti 1991 -7 
Iran, Islamic Rep. 1953 -4 
Iran, Islamic Rep. 1954 -7 
Iran, Islamic Rep. 1955 -10 
Jordan 1957 -9 
Korea, Rep. 1961 -7 
Korea, Rep. 1972 -9 
Lao PDR 1960 -1 
Lao PDR 1973 -2 
Lao PDR 1974 -5 
Lao PDR 1975 -7 
Lesotho 1970 -9 
Malaysia 1969 1 
Morocco 1965 -9 
Myanmar 1962 -6 
Myanmar 1963 -7 
Nepal 1960 -10 
Niger 1996 -6 
Nigeria 1964 7 
Nigeria 1965 7 
Nigeria 1966 -7 
Nigeria 1984 -7 
Pakistan 1958 -7 
Pakistan 1977 -7 
Pakistan 1999 -6 
Panama 1968 -7 
Peru 1968 -7 
Peru 1992 -3 
Philippines 1969 2 
Philippines 1970 2 
Philippines 1971 2 
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Philippines 1972 -9 
Rwanda 1993 -6 
Senegal 1962 -4 
Senegal 1963 -7 
Sierra Leone 1967 -7 
Sierra Leone 1971 -6 
Singapore 1965 -2 
Somalia 1969 -7 
Sudan 1958 -7 
Sudan 1969 2 
Sudan 1970 -2 
Sudan 1971 -7 
Sudan 1989 -7 
Swaziland 1973 -10 
Syrian Arab 
Republic 1951 -7 
Syrian Arab 
Republic 1961 -2 
Syrian Arab 
Republic 1962 -2 
Syrian Arab 
Republic 1963 -7 
Thailand 1971 -7 
Thailand 1976 -7 
Turkey 1971 -2 
Turkey 1980 -5 
Uganda 1966 0 
Uganda 1967 -6 
Uganda 1968 -6 
Uganda 1969 -7 
Uganda 1986 -7 
Uruguay 1971 3 
Uruguay 1972 -3 
Uruguay 1973 -8 
Zambia 1972 -9 
Zimbabwe 1987 -6 

 
Source: ibid. 
 
Table 5 
 

Stabilizing autocratic shifts: the picture in 1999 
CountryName polity2 
Angola -3 
Armenia 5 
Azerbaijan -7 
Belarus -7 
Bhutan -8 
Burkina Faso -4 
Burundi -1 
Cambodia 2 
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Cameroon -4 
Chad -2 
Comoros -2 
Congo, Dem. Rep. 0 
Congo, Rep. -6 
Cuba -7 
Egypt, Arab Rep. -6 
Equatorial Guinea -5 
Gambia, The -5 
Ghana 2 
Haiti 2 
Iran, Islamic Rep. 3 
Jordan -2 
Lao PDR -7 
Malaysia 3 
Mauritania -6 
Morocco -6 
Myanmar -7 
Niger 4 
Nigeria 4 
Pakistan -6 
Peru 1 
Rwanda -6 
Saudi Arabia -10 
Senegal -1 
Sierra Leone 0 
Singapore -2 
Somalia 0 
Sudan -7 
Swaziland -9 
Syrian Arab 
Republic -9 
Uganda -4 
Zambia 1 
Zimbabwe -6 
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