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East Asia's Democratic Developmental
States and Economic Growth

Michael T. Rock

Political elites in East Asia have opted for a set of democratic institutions
with a strong majoritarian bias that privilege efficiency and accountabil-
ity over representativeness. Some have labeled these democracies “de-
mocratic developmental states.” Because the political architects of East
Asia’s democratic developmental states have met at least some of their
objectives, it is time to ask, What has been the impact of the shift to ma-
joritarianism on growth? | answer this question empirically by demon-
strating that the contribution to growth from majoritarian democratic
institutions in East Asia is as large as that from the region’s develop-
mentally oriented authoritarian governments. KEYwoRps: East Asia,
democracy, growth, developmental autocracy, developmental democ-
racy, majoritarian democracy

THERE IS AMPLE EVIDENCE THAT POLITICAL ELITES IN EAST ASIA'S DE-
mocracies have crafted democratic institutions with a distinct majori-
tarian thrust (Reilly 2006).! White (2006) and Robinson and White
(1998) have suggested that these kinds of democracies presage the
emergence of democratic developmental states or democratic govern-
ments that are more effective in delivering public goods and growth,
but that are also decidedly less representative of the range of interests
extant in many, if not most, polities, particularly those with multi-
ethnic and/or multireligious communities. The hallmarks of the se-
lective political reforms of democratic institutions in East Asia in-
clude adoption of some combination of more majoritarian electoral
systems (Reilly 2006, 109-112), political party systems that favor the
institutionalization of a small number of large bridging parties (Reilly
2006, 131-142), and forms of executive government that increase gov-
ernment stability (Reilly 2006, 146-166).

The question I raise here is, Have East Asia’s majoritarian democ-
racies been able to sustain growth rates comparable to those of the
region’s developmentally oriented autocracies? Empirical findings
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indicate that the region’s democratic developmental states have con-
tributed as much to growth as the developmentally oriented authori-
tarian regimes that ushered in East Asia’s economic miracles (World
Bank 1993). The argument that follows is in four parts. The first sec-
tion reviews the literature on the impact of more majoritarian demo-
cratic institutions on development policies thought to affect growth.
The next section formally tests the hypothesis that East Asia’s demo-
cratic developmental states contributed to growth in an East Asian re-
gion cross-country “difference-in-difference” panel regression frame-
work that corrects for heteroskedasticity, serial correlation, and
endogeneity in right-hand side regressors. A penultimate section de-
velops a country case study of the causal mechanisms linking the
emergence of more majoritarian democratic political institutions to
development policies and growth in Indonesia, a country that under-
went significant regime change from a developmental autocracy to a
more majoritarian democracy. The final section presents conclusions.

Does the Structure of Democratic

Institutions Matter? Theory and Evidence

A growing body of theoretical, statistical, and case evidence suggests
that the structure—electoral rules, party systems, and forms of exec-
utive government—of democratic institutions matters. As Persson
and Tabellini (2005, 12) argue, three distinct research traditions have
demonstrated how political institutions matter. Literature in compar-
ative politics, summarized by Reilly (2006, chapter 4), shows how
choice of electoral rules, party systems, and forms of executive gov-
ernment affect the trade-off between the representativeness of demo-
cratic institutions and the effectiveness and accountability of those
institutions. A second line of research best exemplified by Haggard
and Kaufmann (1995) uses comparative case studies to link the adop-
tion of macroeconomic and trade policy reforms to the nature of
party systems and forms of executive government. A third line of re-
search, typified by Persson and Tabellini (2005, 2000), models the
political process as a delegation game between voters and politicians
and demonstrates how changes in the structure of democratic institu-
tions affect several economic policies.

Each of these research traditions, along with that of Strom, Muller,
and Bergman (2006) and Strom (2002), on delegation and accountabil-
ity in parliamentary institutions, offers important insights into the pos-
sible effects of democratic institutional design on economic policies
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thought to affect growth. As Reilly (2006) demonstrates, all democratic
governments must balance a trade-off between representativeness
and accountability. Those favoring more representative institutions,
ones that facilitate a more direct translation of popular preferences
into public politics, tend to favor consociational democratic practices
(Lijphart 1968) such as building political parties around ethnic, reli-
gious, or regional cleavages; using proportional electoral rules; and
creating oversized or grand cabinets. Those favoring more effective
government tend to opt for more majoritarian democratic institu-
tions—majoritarian electoral rules; formation of a small number of
larger bridging parties that aggregate interests across ethnic, reli-
gious, and regional lines; and forms of executive government that en-
hance political stability. While one line of research on this topic fo-
cuses on the unavoidable trade-offs in constitutional rules between
the representativeness and accountability of political systems (Pers-
son and Tabellini 2005, 12), another involves linking differences in
institutional design to differences in economic policies (Persson and
Tabellini 2005, 13).

Haggard and Kaufmann (1995) build on the latter to offer impor-
tant insights into the effectiveness of more majoritarian democracies.
They do so by focusing on how political institutions in crisis and
noncrisis economic environments in new and existing democracies
affect the ability of democratic governments to adopt macroeconomic
and trade policy reforms. They argue that democratic governments in
developing economies are likely to find it difficult to enact reforms if
they can’t overcome collective action dilemmas, avoid distributive
pressures, or adopt longtime horizons in the face of short electoral
cycles (Haggard and Kaufmann 1995, 156-159). These problems are
likely to be acute if crises are severe, economic distortions are large,
and the gains from reform are slow to emerge (Haggard and Kauf-
mann 1995, 159-162). In this instance, macroeconomic and trade pol-
icy reforms usually require the imposition of large losses on power-
ful groups in civil society before those who would benefit from the
reforms are mobilized to support them. Given these problems, Hag-
gard and Kaufmann show that successful adoption of reforms hinges
on the degree of institutionalization of political party systems and ex-
ecutive power (1995, 163—-170). When party systems are fragmented
or highly polarized, as they tend to be in consociational democracies,
and executives are weak (as in minority coalition parliamentary gov-
ernments) or isolated (as in lame-duck presidents), governments have
a difficult time adopting reforms.
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Persson and Tabellini (2000, 2005) reinforce these findings by
using formal economic models in two steps: In the first (2000), they
theoretically model the relationships between political institutions and
economic outcomes; in the second (2005), they subject their formal
models to rigorous econometric tests. They too see a rather stark
trade-off between the representativeness and accountability of differ-
ent electoral rules and forms of government. As Persson and Tabellini
(2000, 12) say, plurality electoral rules and presidential governments
lean heavily toward accountability because they tend to concentrate
power in a few well-institutionalized parties and in a single executive
office, while proportional electoral rules and parliamentary govern-
ments lean toward representativeness since such governments are
often burdened with holding together heterogeneous coalitions.

They use this insight to theoretically demonstrate that several
policy variables thought to affect growth, such as the size of govern-
ment, welfare programs, and fiscal deficits, will be smaller under
plurality electoral rules (i.e., both the size of government and fiscal
deficits will be smaller) and presidential governments (i.e., the size
of government and welfare programs) than under proportional repre-
sentation (PR) electoral rules and parliamentary governments (Pers-
son and Tabellini 2000, 252-253; 2005, 31).2 Persson and Tabellini
(2005) provide ample empirical support for these hypotheses. In fact,
they show that a switch from PR to majority elections reduces gov-
ernment expenditures as a share of gross domestic product (GDP) by
5 percent, welfare spending by 2-3 percent, and fiscal deficits by
about 2 percent (Persson and Tabellini 2005, 270). Additionally, they
show that majority elections cut tax and spending by about 0.5 per-
cent of GDP prior to elections, while PR elections increase welfare
spending by 0.2 percent prior to elections (Persson and Tabellini
2005, 271). In a subsequent paper, Persson and Tabellini (2006,
321-322) show that presidential democracies grow faster than parlia-
mentary ones and that new majoritarian presidential democracies cut
government spending as a share of GDP by almost 2 percent, while
new parliamentary democracies that use proportional electoral rules
raise government spending, leading to a difference in public spending
of 5 percent of GDP.

Data and Hypothesis Tests
In light of both the theory and empirical evidence described above,
what follows is a set of hypothesis tests of the effects of more
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majoritarian democratic political institutions on growth. Hypothesis
tests are limited to the eleven East Asian polities (see Appendix Table
3) for which data are available, including the eight that adopted more
majoritarian democratic political institutions. By focusing on East
Asia it becomes possible to directly compare, via a difference-in-
difference empirical testing strategy, the impact of some of these
polities’ developmentally oriented autocratic political institutions on
growth with the impact of their more majoritarian democratic politi-
cal institutions. Such a comparison begins to answer our central
question: Has the shift in underlying political institutions from devel-
opmentally oriented autocracies to majoritarian democracies affected
growth? The answer provides a tough and critical comparative test of
the impact of majoritarian institutions on growth in East Asia.

Hypothesis tests are rooted in an admittedly, but commonly used,
reduced form fixed-effects country panel regression model, or what Pa-
paioannou and Siourounis (2008, 6) label a “difference-in-difference”
model where some “countries are the ‘treated’ group while [other] . . .
countries . . . serve as the ‘control’ group.” In this instance, some coun-
tries and country years (for majoritarian democracies and for develop-
mental autocracies)® are the treated groups while other countries and
country years are the control group.* This kind of model is becoming
increasingly popular among economists (Rodrik and Wacziarg 2005;
Papaioannou and Siourounis 2008) because it enables researchers to
account for counterfactuals (Rodrik and Wacziarg 2005, 50), missing
variables, time-invariant country characteristics, and global trends (Pa-
paioannou and Siourounis 2008, 6), and to control for endogeneity
among right-hand side regressors (Besley and Case 2000).

Endogeneity between the right-hand side majoritarian political
institutions variable and the long list of control variables is corrected
for by estimating two-stage least squares (TSLS) fixed-effects coun-
try panel regressions where majoritarian political institutions are in-
strumented by the number of democracies in East Asia, lagged values
of Przeworski et al.’s (2000) democracy variable, and Correlates of
War data on country years during which a country is experiencing ei-
ther an internal or external war.’ First-stage regressions suggest these
variables are good instruments.® Following Beck and Katz (1995),
cross-section heteroskedasticity is accounted for by estimating panel-
corrected standard errors. Serial correlation is corrected for by esti-
mating a first-order autoregressive or AR(1) process.

The basic econometric specification is Z;, = o; + ¥D;, + I'X;, + v,
where Z,, is the annual real GDP per capita growth rate of country i in
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year ¢, a; captures country-specific fixed effects, D, is a dummy vari-
able measure of majoritarian political institutions (where MAJ, = 1 in
country years of majoritarian democracy and MAJ,, = 0 otherwise), and
X, is a vector of control variables. When available, data are from 1950
to 2009.7 The control variables include the number of democracies in
the world (NDW,,) to account for democracy’s Third Wave (Hunting-
ton 1991), a standard set of economic variables: relative income per
capita (RELYNUS,), investment as a share of GDP (X1,,), the popula-
tion growth rate (POPG,), government consumption expenditures as a
share of GDP (KG,,), openness to trade or the trade ratio—[(exports +
imports)]/GDP or OPENK,,, the deviation of the investment price
index from its mean (PIDEV,), and a discrete set of other dummy
variables measuring other aspects of either democracy or autocracy
(DOA,,, AUT,, DEM,,, and SEMDEM,,) defined below that distinguish
the effects of majoritarian political institutions from other potentially
important aspects of democratic and autocratic political institutions.

Because Taiwan is included in the analysis and the Penn World
Tables are the only good dataset available that includes Taiwan, all of
the economic variables are from Penn World Tables (see Appendix
Table 1). While a long list of economic variables has been used in
growth regressions, I adopt the most commonly used ones (Levine
and Renelt 1992; Barro 1991). My empirical research strategy guided
my choice of political institutions variables. First, I test the hypothe-
sis that regime type (autocracy/democracy) affects growth in East
Asia. Because neither autocracy nor democracy is ever statistically
significant (see Table 1), I then test the hypothesis that the form of
autocracy (whether it is developmentally oriented) and the form of
democracy (whether it is majoritarian) affect growth. This key criti-
cal test asks the question, How has the shift to majoritarian democ-
racy affected growth, particularly when compared to countries’ de-
velopmental autocracies?

Finally, I carry out three different kinds of robustness tests. First,
each paired democracy/autocracy variable is subject to six separate re-
gressions in which the number of control variables is increased and
equations are adjusted for endogeneity. In addition, I develop two dis-
tinct measures of MAJ to ensure that T am not biasing empirical results
in favor of MAJ. Finally, I test for the impact on growth of develop-
mentally oriented autocracies with three other democracy measures—
pure democracy (DEM), semidemocracy (SEMDEM), and the quality
of democracy as measured by the Polity2 variable (POLITY2) in
Polity IV (Marshall and Jaggers 2008). Country year coding for each
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Table 1 East Asian Growth Panel Regressions on Autocracy (AUT) and
Democracy (DEM) with Panel Corrected Standard Errors
(no degree of freedom correction)

Independent
Variables OLS TSLS OLS TSLS OLS TSLS
C 3.22 -2.55 -1.54 -5.91 -1.76 —4.30
RELYNUS -.05 -.09 -.05 -.10
(-2.26)** (-.83) (-1.60) =.74)
KI 21 17 21 .16
(6.66)***  (2.22)**  (6.42)*** (2.16)**
POPG 48 1.08 47 1.09
(1.36) (1.35) (1.31) (1.33)
KG .03 -13
(27 (-.35)
OPENK .005 .01
(.45) (.78)
PIDEV -.01 -.03
(-1.01) (-1.53)
NDW .02 -.01 .01 .002 -.001 -.03
(1.64)* (-.09) (.80) (.05) (-.03) (-.70)
AUT .20 13.69 =21 8.25 =21 8.99
(.80) (.65) (-.28) (1.36) =27 (1.25)
DEM -1.87 5.85 —-1.11 7.75 -.86 9.19
(-2.05)** (.36) (-1.33) (1.00) (-.98) (1.03)
AR (1) .26 .92 22 632 21 .61°
(5.90)***  (3.78)***  (4.94)***  (1.69)* 4.73)***  (1.63)
Number of
cross-sections 11 11 11 11
N 528 528 528 515 528 515
Equation F 6.72%** 8.7T*** 7.50%%*
J statistic 2.61 5.10* 3.76

Notes: Numbers in parentheses are ¢ values.

*Indicates statistically significant at the .10 level. **Indicates statistically significant at the .05
level. ***Indicates statistically significant at the .01 level.

a. indicates an AR(2) process.

polity for each of these political variables is provided in Appendix
Tables 3 and 4.

The initial MAJ political institutions variable is a dummy vari-
able (MAJ1 = 1) for each country year identified as majoritarian by
Reilly (2006) and the case literature listed in Appendix Table 3. Be-
cause Singapore (Haggard 1990; Huff 1997) and Malaysia (Jomo
2007, 1986; Khoo 2003, 1995; Rock and Sheridan 2007) have some-
times been referred to as developmental autocracies, semidemocra-
cies (Case 2002), or simply autocracies (Slater 2008, 56), coding
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both as majoritarian democracies might bias results in favor of MAJ.
To correct for this potential bias, I recoded MAJ for Singapore and
Malaysia, as MAJ2 = 0 during the period when each is treated as a
developmental autocracy. This can be seen in the coding for MA4J2 in
Appendix Table 3.

Because other aspects of democratic political institutions might
also affect growth, a number of these are used as additional robustness
tests. At least some of the literature on Southeast Asia emphasizes the
region’s semidemocratic political institutions (Case 2002). Because of
this, I created a semidemocracy dummy variable, SEMDEM, where
SEMDEM =1 in each country year when the POLITY2 score is less
than 6 and greater than 0 and SEMDEM = 0 otherwise. There is one
important exception to this coding rule for SEMDEM: because Case
(2002) considers Singapore a semidemocracy, SEMDEM = 1 for Singa-
pore between 1965 and 2009 despite the fact that POLITY2 = -2 for
the entire period. The coding of SEMDEM for each country year can
be seen in Table 4 in the Appendix. To test the hypothesis that
democracy or its counterpart, autocracy, affects growth, I created
both a pure democracy dummy variable (DEM) and a pure autocracy
dummy variable (4UT). Following Polity IV, DEM =1 if POLITY2 >
5 and DEM = 0 otherwise while AUT = 1 if POLITY2 < -5 and AUT
= 0 otherwise. Finally, I captured the quality of democracy by using
POLITY? in a regression with DOA.®

With respect to autocracy in East Asia, a large body of literature
suggests that a number of the autocracies there have been quite capa-
ble and committed to development (Amsden 1989; Brandt and Raw-
ski 2008; Evans 1995; Hill 1996; Huff 1997; Johnson 1987; Jomo
2007, 2001, 1986; Liddle 1991; Muscat 1994; Rock 1995, 1999, 2003;
Rock and Sheridan 2007; Thoburn 2009; Van Arkadie and Mallon
2003; Wade 1990). The literature on northeast Asia, particularly
Japan, South Korea, and Taiwan, emphasizes capitalist developmen-
tal states (Evans 1995; Evans and Rauch 1999; Johnson 1987) while
that on Southeast Asia emphasizes the degree to which authoritarian
elites have been committed to development (Haggard 1990; Huff
1997; Jomo 1986, 2007; Khoo 1995, 2003; Muscat 1994; Rock 2003;
Rock and Sheridan 2007; Thak 2007; Thoburn 2009; World Bank
1993) even though they may not be capitalist developmental states.
The case literature on these polities was used to create a dummy vari-
able for the developmentally oriented autocracies, or DOAs, of East
Asia, where DOA = 1 in any country year in which the case literature
suggests a developmental autocracy and DOA = 0 otherwise.’ Detail
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on the actual coding of DOA by country year appears in Appendix
Table 3. Because Singapore and Malaysia have sometimes been con-
sidered developmental semidemocracies, after initially coding both as
majoritarian democracies, I recoded both as DOA to reduce the possi-
bility of biasing results in favor of MAJ. Both the initial coding of
country years for DOA (DOAI) and the subsequent recoding of coun-
try years (DOA2) can be seen in Table 3 in the Appendix.

A list of all variables used in the empirical analysis along with
variable definitions, sources for each, and the coding of each country
year appears in Tables 1 through 4 in the Appendix. Descriptive sta-
tistics for all variables appear in Table 1 in the Appendix. Results of
estimation of a fixed-effects country reduced form “difference-in-
difference” model appear in Tables 1 through 5. Table 1 reports re-
sults for pure democracy (DEM) where the primary political institu-
tions control variable is pure autocracy (4UT). Empirical results in
this table permit direct comparison of the impact of democracy on
growth compared to autocracy.

Table 2 reports results for MAJ where MAJ is based on Reilly
(2006) and the case literature identified in Appendix Table 3 and
where DOA is the primary political institutions control variable.!®
Table 3 reports results for MAJ based on a more stringent coding of
MAJ that grants more country years to DOA and fewer to MAJ based
on recoding of Malaysia and Singapore as indicated above. Empirical
results in these two tables permit direct comparison of the impact of
majoritarian democratic political institutions (MA4J) on growth with
the impact of developmentally oriented autocracies (DOA). Because
the latter are known to have been responsible for these polities’ high
growth rates, this comparison allows one to ask, Has the shift from
DOA to MAJ resulted in a decline in growth rates? Table 4 tests the
hypothesis that semidemocracies (SEMDEM) increase growth, as
compared to DOAs. Table 5 tests the hypothesis that the quality of
democracy (POLITY?2) increases growth as compared to DOAs.

Because it is likely that our democratic political variables of in-
terest (MAJ, SEMDEM, and POLITY2) are endogenous to growth,
TSLS panel regressions are estimated to control for endogeneity. As
stated previously for MAJ, first-stage regressions show the extra in-
struments are good instruments. First-stage regressions for SEMDEM
and POLITY?2 also similarly suggest that the extra instruments are
good instruments.!! In addition, tests for overidentifying restrictions
suggest that the extra instruments in each TSLS panel regression are
not correlated with the error terms.!?
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Table 2 East Asian Growth Panel Regressions on Majoritarian Democracies
(MAJ1) with Various Control Variables and with Panel Corrected
Standard Errors (no degree of freedom correction)

Independent
Variables OLS TSLS OLS TSLS OLS TSLS
C 1.75 1.40 -3.59 -3.76 -3.22 —-4.10
RELYNUS -.02 -.02 -.02 -.01
- (—%) (—1-(1)3) (—Zg) (=71)
. . . .17
(6.13)%*%  (5.42)%*%  (58T)**%  (4.84)k**
POPG .80 .89 .80 .88
(2.22)** (2.82)***  (2.20)**  (2.84)***
KG -01 .03
(-.16) (.35)
OPENK .01 .01
(.62) (.73)
PIDEV -.01 -.01
(-78) (-1.02)
NDW .01 -.001 —-.001 -.003 -.01 -.01
(.84) (-.08) (-.08) (-34) (-.67) (-1.07)
DOA1 3.85 441 2.79 3.26 2.58 2.94
MAJI G G G G G SR
ey R G ese G e oo
N (.I3)*F  (25)  (458)F*F (—01)  (448)%**  (—08)
umber o
cross-sections 11 11 11 11 11 11
N 547 547 547 547 547 547
Equation F 9.02%** 10.22%** 8.72%**
J statistic .06 .03 .04

Notes: Numbers in parentheses are ¢ values.

*Indicates statistically significant at the .10 level. **Indicates statistically significant at the .05
level. ***Indicates statistically significant at the .01 level. Following Reilly (2006), MAJI codes
Malaysia and Singapore as majoritarian democracies.

So what did we find? Several results deserve mention. In Table
1, which compares the growth impact of AUT and DEM, neither vari-
able is ever statistically significant. Because a large theoretical, sta-
tistical, and case literature suggests that regime type probably does
not affect growth, this result is not particularly surprising.'3 Table 2,
which reports results for MAJ and DOA, shows that both variables
have the correct sign and are statistically significant at the .01 or .05
level in all six equations. Moreover, Wald tests of the restriction that
the regression coefficients (or growth effects) for MAJ are equal to
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Table 3 Robustness Check on East Asian Growth Panel Regressions for
Majoritarian Democracy (MAJ2) with Various Control Variables
and with Panel Corrected Standard Errors (no degree of
freedom correction)

Independent
Variables OLS TSLS OLS TSLS OLS TSLS
C 1.50 1.24 -3.57 -3.73 -2.92 -3.73
RELYNUS -.02 -.02 -.03 -.02
(-1.05) (-1.18) =97 (-.81)
KI .19 17 .19 17
(BID***  (5.19)%**  (5.56)***  (4.29)***
POPG .80 .89 .80 .88
(2.20)** (2.82)***  (2.20)*¥*  (2.79)***
KG -.04 .01
(-.36) (.10)
OPENK .005 .01
(.51) (.52)
PIDEV -.01 -.01
(—.80) (-.88)
NDW .01 —-.002 -.001 —-.004 -.01 -.01
(.72) (-.20) (-.09) (-.34) (-.80) (-.89)
DOA2 3.94 4.76 2.87 347 2.73 3.27
(6.13)*%%  (6.03)*** (4.59)*%**  (4.50)*** (4.15)*** (3.55)***
MAIJ2 1.90 4.46 2.22 3.94 2.13 3.94
(2.07)%%  (2.60)*** (2.56)***  (2.52)%** (2.48)¥**  (2.52)%*x*
AR (1) 23 .05 .20 -.01 .20 -.01
(5.07)***  (.10) 4.51)***  (-.01) (4.43)***  (-.02)
Number of
cross-sections 11 11 11 11 11 11
N 546 546 546 546 546 546
Equation F 9.35%** 10.34%** 8.82%**
J statistic .02 25 23

Notes: Numbers in parentheses are ¢ values.

*Indicates statistically significant at the .10 level. **Indicates statistically significant at the .05
level. ***Indicates statistically significant at the .01 level. DOA2 recodes Malaysia and Singapore as
developmental autocracies and not as majoritarian (MAJ2) democracies.

those for DOA are decisively not rejected.'* Said another way, after
controlling for the other variables affecting growth, there is no sig-
nificant difference in the growth impact between developmentally
oriented autocratic governments and majoritarian democratic govern-
ments. In addition, the impacts of DOA and MAJ on growth appear to
be quite large—being a DOA increases growth by an average of 3.30
percent, while being an MAJ increases growth by an average of 2.85
percent.
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Table 4 East Asian Growth Panel Regressions on Semidemocracy
(SEMDEM) with Various Control Variables and with Panel Corrected
Standard Errors (no degree of freedom correction)

Independent
Variables OLS TSLS OLS TSLS OLS TSLS
C 1.56 1.06 -2.21 -1.22 -1.77 13
RELYNUS -.04 -.06 -.05 -.08
(-1.90)* (-1.26) (-1.75)* (-.90)
KI .18 13 17 12
(5.78)***  (1.68)* (5.45)***  (1.12)
POPG .39 .08 40 .10
(1.17) (.11) (1.20) (.13)
KG -.04 -.10
(-.37) (-35)
OPENK .003 —-.001
(.30) (-.04)
PIDEV -.001 5.15E-05
(-.06) (.002)
NDW .01 .01 .01 .01 .01 .02
(1.77)* (.66) (.89) (1.19) (.54) (.62)
DOAI1 3.17 291 2.10 1.91 2.11 2.07
(5.10)***  (2.63)*** (3.40)***  (2.54)*** (3.21)*** (1.91)*
SEMDEM 2.04 4.70 1.67 4.17 1.67 4.05
(2.53)*** (1.00) (2.18)** (1.39) Q.17)**  (1.26)
AR (1) 21 .50 .19 27 .19 33
(4.83)***  (.87) (4.27)*** (.29) 4.25)***  (.31)
Number of
cross-sections 11 11 11 11 11 11
N 528 528 528 528 528 528
Equation F 8.94*** 9.91#*%* 8.39***
J statistic .01 .09 .06

Notes: Numbers in parentheses are ¢ values.
*Indicates statistically significant at the .10 level. **Indicates statistically significant at the .05
level. ***Indicates statistically significant at the .01 level.

The results in Table 3 using the more stringent definition of MAJ
are basically identical to those in Table 2; regression coefficients on
DOA and MAJ are always positive and statistically significant at the
.01 or .05 level. Wald tests of the restriction that the regression coeffi-
cients (or growth effects) for MAJ are equal to those for DOA are deci-
sively not rejected!® and the impacts of DOA and MAJ are quite
large—being a DOA increases growth by 3.5 percent, while being an
MAJ increases growth by 3.1 percent. One other fact about the results
reported in Tables 2 and 3 deserves mention. The regression coefficient
on the investment share in GDP (KI) is always positive, statistically
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Table 5 East Asian Growth Panel Regressions on POLITY2 with Various
Control Variables and with Panel Corrected Standard Errors
(no degree of freedom correction)

Independent
Variables OLS TSLS OLS TSLS OLS TSLS
C 2.73 4.33 -1.80 .76 -2.37 —.65
RELYNUS —-.04 -.06 -.04 -.06
(-1.69)* (-1.05) (-1.43) (-.87)
KI .19 .14 .19 .14
(6.05)***  (1.61) (5.86)***  (1.53)
POPG .60 .51 .60 .53
(1.75)* (.80) (1.74)* (.87)
KG .04 .08
(.39) (42)
OPENK .01 .01
(.81) (.58)
PIDEV -.001 .002
(-.03) (.12)
NDW .01 -.01 —4.83E-05 -.01 -.01 -.02
(.59) .51 (-.003) (-.37) (-.54) =.71)
DOALl 3.90 5.21 2.83 4.16 2.78 4.01
(5.54)*¥**  (2.81)***  (4.16)***  (1.71)* (BID***  (1.59)
POLITY2 .10 .36 12 .36 13 .36
(1.65)* (1.16) (1.98)** (.92) (2.09)** (.98)
AR (1) 23 43 .19 46 .19 42
(5.08)*** (.90) (4.42)*** (.72) (4.29)*** (.59)
Number of
cross-sections 11 11 11 11 11 11
N 528 528 528 528 528 528
Equation F 8.54*%* 9.81%** 8.34%%x*
J statistic .02 .004 .002

Notes: Numbers in parentheses are ¢ values.
*Indicates statistically significant at the .10 level. **Indicates statistically significant at the .05
level. ***Indicates statistically significant at the .01 level.

significant at the .01 level, very stable (between .17 and .19), and in-
herently reasonable. This is important simply because it is well
known that growth in these economies has largely been driven by
capital accumulation (Young 1995).

Table 4 reports results for the semidemocracy variable (SEMDEM),
while Table 5 reports results for the quality of democracy variable
(POLITY2). Both variables perform poorly. While the estimated co-
efficient on SEMDEM is positive and statistically significant in all
the ordinary least squares (OLS) equations, when controlled for en-
dogeneity, the coefficients on SEMDEM become insignificant. The
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performance of the POLITY?2 variable is no better. While it is posi-
tive and statistically significant in all of the OLS regressions, it is not
significant in any of the TSLS regressions. Taken together, the find-
ings reported in Tables 1 through 5 provide powerful support for the
hypothesis that East Asia’s majoritarian democracies are as growth
enhancing as the region’s developmental autocracies while neither
pure democracy, semidemocracy, nor the quality of democracy has
any impact on growth.

Indonesian Case Study
While these reduced form regression results are encouraging, they beg
an important question: How precisely did the adoption of more majori-
tarian democratic political institutions in East Asia’s new democracies
affect the economic policies thought to affect growth? Even though
there is, as yet, no definitive answer to this question, substantial lever-
age can be gained by using a case study of Indonesia, a country that
transitioned from a developmental autocracy to a more majoritarian
democracy, to identify the most likely causal mechanisms linking
adoption of majoritarian institutions to growth-enhancing policies.

Indonesia’s so-far successful democracy and development!® story
begins with the collapse of the economy in 1998, which ignited wide-
spread popular mobilization and substantial violence (Aspinwall 2005,
252). These events, alongside massive capital flight (Pepinsky 2009,
155) and the killing of middle-class university students by security
forces, precipitated elite defection from and disintegration of the
New Order (Webber 2006, 407). From the vantage point of 1998, In-
donesia’s democratic transition looked like a classic ruptura (Aspin-
wall 2005, 271)—a mode of transition considered unlikely to lead to
a consolidation of democracy (Karl 1990, 8). Subsequently, old New
Order elites captured the state and Indonesia’s new democratic insti-
tutions, shifting emphasis during the post-transition period to pact-
making among the country’s democratic elites, the military, and sep-
aratists (Aspinwall 2010). While Slater (2004), Webber (2006), and
Hadiz (2003) have criticized the impact of pact-making on the qual-
ity of democracy, Aspinwall (2010) argues that concessions to the
military and separatists alongside absorption of Islamist political
forces into the democratic mainstream enabled Indonesia to consoli-
date democracy.

However, rapid collapse of the New Order and a shift to demo-
cratic pact-making are not sufficient to account for the ability of new
democratic elites to consolidate democracy or put development back
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on track. Three other key developments—creating new, more majori-
tarian democratic institutions (Reilly 2006), building a more effective
government by tackling corruption (Butt 2011), and restoring the in-
stitutions of macroeconomic policymaking to their previous place of
prominence in government (Aswicahyono, Bird, and Hill 2009; Bird,
Hill, and Culbertson 2008; Boediono 2005, 2002)—also mattered.

The turn toward majoritarianism occurred in fits and starts. To
begin with, political elites rejected parliamentary democracy as inap-
propriate for Indonesia.!” At the same time, Indonesia adopted PR
electoral rules, but with closed party lists to generate greater party
cohesion (Slater 2004, 75). Indonesia also adopted large district mag-
nitudes to ensure adequate representation of Indonesia’s pluralist in-
terests in its new democratic institutions (B. King 2004, 150) and it
weakened the presidency (B. King 2004, 53—54, 76-77). The net effect
of these new rules pushed the political system in a centrifugal direc-
tion (Liddle and Mujani 2006).

Subsequently, political elites reversed step by pushing the institu-
tions of democracy in a decidedly centripetal direction. They used
constitutional amendment to strengthen the presidency (B. King 2004,
54, 151). In response to growing pressures for greater regional auton-
omy, Indonesia implemented big bang decentralization, but it did so
in a way that protected its unitary state while constraining separatist
movements.'® One important consequence of decentralization was an
increase in the number of electoral districts. As electoral districts be-
came smaller, district magnitudes fell, increasing majoritarian ten-
dencies as winning seat thresholds rose from 5.7 percent of the votes
in 1999 to 12.5 percent in 2004 and 13.7 percent in 2009 (Choi 2009,
673). Finally, the government adopted new rules for participation by
political parties'” and candidates for president® in national elections,
which forced parties and presidential candidates to aggregate inter-
ests and compete for the political center.?!

How successful has the move toward more majoritarian political
institutions been? Reilly (2006) contends, and fragmentary evidence
on democratic outcomes suggests, that democratic political institu-
tions have moved in a majoritarian direction. As Mietzner (2008)
shows, Indonesia’s political parties have been competing for votes in
the political center. While some of the shift to the center reflects the
absence of a politically viable left (Mietzner 2008, 439), the moder-
ate character of Indonesia’s Islamic political parties (Aspinwall 2010,
29-31; Mietzner 2008, 447-452; Hefner 2000), and a keen interest in
avoiding a repeat of the unstable democratic experience of the 1950s,
at least some of the shift surely has something to do with the shift
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toward majoritarianism, which forced political parties to compete for
votes by offering “cleaner” government and a return of growth.?> Vot-
ers have responded to these campaign promises by throwing out par-
ties and leaders viewed as corrupt or unable to restore growth,? and
they have rewarded parties and political leaders who have delivered
on one or both counts.?* This outcome creates incentives for political
parties and elected presidents to rely more heavily on the country’s
economists and core macroeconomic institutions—the central bank,
Ministry of Finance, and State Ministry of National Development
Planning (BAPPENAS)—for counsel and advice.

Because political elites in Indonesia’s democratic governments
began competing for votes on the basis of cleaning up government
and restoring growth,? they have had to take steps to build a some-
what more effective government?® and restore the government’s core
macroeconomic institutions to their former positions of prominence.
Indonesia’s anticorruption commission has successfully prosecuted,
and won, a significant number of highly visible anticorruption cases
(Butt 2011, 381).%" This probably accounts for the substantial improve-
ment in Indonesia’s control of corruption score from 1 to 3.8 between
2005 and 2009, recorded by the Political Risk Services Group, fol-
lowing adoption of majoritarian institutions; it may also explain why
there has not been much deterioration in the Political Risk Services
Bureaucratic Quality score for Indonesia following adoption of more
majoritarian democratic political institutions.?®

Equally important, each of Indonesia’s democratic governments
sought the advice of its economists in core macroeconomic institu-
tions. Given their highly successful role during the New Order this is
not particularly surprising. But now, political elites, particularly pres-
idents, turn to them in the hope they can help them stay in power by
delivering development. There are numerous examples of this. In
1998, President Habibie relied on the advice of the country’s econo-
mists in core macro agencies because he saw it as his best chance for
succeeding as president (Boediono 2002, 388). Even during the phleg-
matic Wahid administration, Indonesia’s democratic government ad-
hered to a traditional macroeconomic stabilization program (Boediono
2002, 390). And, as Boediono (2005, 315) says, during Megawati’s
presidency, the important economic portfolios were more insulated
and the economic team was more cohesive and like-minded, allowing
the government to establish macroeconomic stability. Subsequently,
democratic governments created a “cordon sanitaire” around core
macroeconomic institutions and principles via a law guaranteeing
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central bank independence and by stipulating in Fiscal Law 17/2003
that fiscal deficits be kept below 2 percent of GDP and the debt-to-
GDP ratio be kept lower than 60 percent (Aswicahyono, Bird, and Hill
2009, 357). As Aswicahyono, Bird, and Hill (2009, 357) conclude,
overall Indonesia’s macroeconomic policy framework under democ-
racy has been quite effective.

However, this is not the only evidence that democratic govern-
ments relied on technocrats in the economic bureaucracy to restore
growth. Following the collapse of the New Order, the short-lived
Habibie government continued to support the International Monetary
Fund’s (IMF’s) structural reform program because it was good poli-
tics (Bird, Hill, and Culbertson 2008, 958). While trade policy re-
form floundered under the Wahid and Megawati presidencies, fol-
lowing the election of Yudhoyono as president in October 2004, the
government committed to tariffication of the remaining nontariff bar-
riers (NTBs) and unification of tariffs at a rate of 5 percent by 2010
(Bird, Hill, and Culbertson 2008, 952). Responsibility for this stage of
trade liberalization was given to an interministerial committee, Team
Tariff, housed in a core macroeconomic agency, the Ministry of Fi-
nance. Through 2005 tariffication covered 1,900 items, mainly in
agriculture, and 9,000 items through 2006 (Bird, Hill, and Culbertson
2008, 952). Although there has been some backsliding on trade
policy reform, especially by the Ministry of Trade (Bird, Hill, and
Culbertson 2008, 955-957), on the whole democratic governments in
Indonesia, particularly after the emergence in 2005 of a more majori-
tarian democracy, have been able to sustain a trade liberalization pro-
gram begun in the mid-1980s.

In sum, there is good reason to suspect that the shift in Indonesia
toward a more majoritarian democratic political system played an
important role in better control of corruption, especially compared to
the 1998-2004 period, in the reemergence of sound macroeconomic
policymaking, and in continuing support for trade liberalization, es-
pecially after 2004. First, democratically elected officials support
these growth-enhancing policies because voters (Mujani and Liddle
2010, 42—-44), even Islamic voters, expect governments to deliver de-
velopment (Pepinsky, Liddle, and Mujani 2012, 10).? In addition, it
became possible for presidents and parties to focus on clean govern-
ment and development partly because concessions to potential spoil-
ers of democracy in the military removed the threat of military inter-
vention in high politics. Candidate and political party focus on clean
government and development was also facilitated by decentralization
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and concessions to potential separatists in Aceh and Papua, which
substantially lessened the probability of political succession without
undermining Indonesia’s unitary state (Aspinwall 2011). But these
policy and growth outcomes probably would not have been possible
without the emergence of a more majoritarian party system?*° that re-
volves around three major parties that compete for the political cen-
ter and that have disarmed the Islamic parties forcing them to the
center.’! Nor would this outcome have been likely without regular
national campaigns for president and vice president that have driven
candidates and their parties to the political center.

Said another way, the shift to more majoritarian democratic po-
litical institutions fostered a smaller number of centrist parties who
competed for votes in the political center by committing themselves
to the economic success of the entire country, rather than to more
specific political or economic interests. More majoritarian institu-
tions also forced candidates for the presidency and the vice presi-
dency to do the same. At the same time, political elites took steps to
create a more efficient government by controlling corruption, and
they insulated a more efficient government from interest group pres-
sures by creating a cordon sanitaire around key macroeconomic poli-
cies and restoring the government institutions responsible for macro-
economic stability and trade liberalization to their former positions
of dominance. This enabled presidents to continue the practice,
learned during the New Order, of relying on macroeconomic tech-
nocrats in core macroeconomic agencies to maintain both macroeco-
nomic stability and trade reform.

Conclusion

What should one make of the arguments and findings reported here?
There are several answers to this question. First, they confirm what a
growing body of theoretical and empirical work demonstrates—when
it comes to the impact of political institutions on growth, the devil re-
ally is in the details. Political regime type appears to be less impor-
tant to growth than whether the micro institutions embedded in par-
ticular regime types encourage political elites to provide the public
goods and policies deemed necessary for growth.

As is well known, a number of governments in East Asia relied
on developmentally oriented authoritarian regimes to increase growth.
But as is equally well known, authoritarian regimes outside East Asia
have not been particularly good at stimulating economic growth. As the
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regional and country case literature on authoritarian regimes suggests,
this difference in growth outcomes may well be due to the significant
institutional differences among authoritarian regimes. At least in the
East Asian newly industrializing economies, developmentally oriented
authoritarian regimes built several enduring and growth-enhancing
institutions—high-quality public sector bureaucracies (Evans and
Rauch 1999) and a set of institutions that insulated those in them
from politicians and popular pressures while also fostering develop-
ment of embedded autonomy with the private sector (Evans 1995;
Johnson 1987). Nothing like this particular political formation has
appeared in sub-Saharan Africa, a region that, until recently, has been
characterized by a large number of authoritarian regimes. There the
micro institutions of autocracy were used to buttress neopatrimonial
ties been patrons and clients that were good at providing patronage,
but poor at providing the public goods or policies necessary for
growth (Van de Walle 2001).

Something similar appears to be at work within democratic polit-
ical institutions in East Asia. As Reilly (2006) has argued, democratic
governments in the East Asian newly industrializing economies have
constructed a particular set of democratic institutions—mixed-
member majoritarian electoral systems, cross-ethnic vote-pooling po-
litical coalitions (Horowitz 2000, 1989), party systems that are less
fragmented and polarized than elsewhere, and more stable executive
government—that encourage politicians to appeal to broad groups of
the electorate by providing the public goods and policies necessary
for growth. As a result, the political shift from developmental autoc-
racy to majoritarian democracy in these polities has occurred without
a significant slowdown in economic growth. Reilly (2006) argues
that this particular political architecture is unique within the develop-
ing world. If he is right, it just might be that political elites else-
where, who opted for a more consociational set of political institu-
tions following democratization, may have unwittingly made it more
difficult for governing elites in those polities to provide both the pub-
lic goods and the policies necessary to get growth going.
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Appendix Table 1 Data, Definitions, and Sources

Variable Definition Source

GRGDPCH Annual real GDP per capita growth rate Penn World Tables 7.0. Data and codebook downloaded at

http://pwt.econ.upenn.edu/php_site/pwt70/pwt70_form.php

RELYNUS Real GDP per capita relative to the United States Penn World Tables 7.0

KI Gross investment as a percentage of GDP Penn World Tables 7.0

POPG Population growth rate Penn World Tables 7.0

KG Government consumption expenditures as a percentage of GDP  Penn World Tables 7.0

OPENK (Exports + imports)/GDP Penn World Tables 7.0

PIDEV Deviation of the investment price index from its mean Penn World Tables 7.0

NDW The number of democracies in the world between 1950 Polity IV Data and codebook downloaded at
and 2007 www.systemicpeace.org/inscr/inscr.html

NDEASIA The number of democracies in East Asia Polity IV

MAJ1 and MAJ2 MAJ =1 if democratic institutions are majoritarian and Appendix Table 3
MAJ = 0 otherwise

DOA1 and DOA2 DOA =1 if case literature suggests authoritarian regime is Appendix Table 3
developmentally oriented and DOA = 0 otherwise

SEMDEM Semidemocracy (SEMDEM = 1 if POLITY2 > 0 and Polity IV
POLITY2 < 6 and SEMDEM = 0 otherwise)

AUT Pure Autocracy (AUT = 1 if POLITY2 <—6 and AUT =0 Polity IV and Appendix Table 4
otherwise)

PRZEDEM PRZEDEM = 1 if regime is democracy and PRZEDICT = 0 Data and codebook for Przeworski et al. (2000) downloaded at
otherwise. PRZEDEM is created by subtracting Przeworski’s http://politics.as.nyu.edu/object/przeworskilinks.html
dictatorship variable, PRZEDICT, from 1 or PRZEDEM = Adjustments described in the text.

(1 — PRZEDICT).

DEM Pure democracy (DEM = 1 if POLITY2 > 5 and PURDEM =0  Polity IV and Appendix Table 4
otherwise)

CoOw Correlates of War (COW) records the year (COW = 1 if country Correlates of War Project data downloaded at
is experiencing an internal/external war in year t, COW =0 www.correlatesofwar.org/COW2%20Data/WarData NEW/
otherwise) WarList NEW.pdf

COLDWAR COLDWAR =1, 1950-1991, COLDWAR = 0, 1992-2009 The Smithsonian: The National Museum of American History.

http://americanhistory.si.edu/subs/history/timeline/end/index
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Appendix Table 2 Descriptive Statistics

Standard

Variable Mean Deviation Minimum Maximum
GRGDPCH 4.19 5.02 -19.84 23.92
RELYNUS 17.31 21.48 1.86 115.42
KI 25.36 11.51 5.38 54.75
POPG 2.04 .99 -3.52 5.74
KG 10.18 5.11 2.61 29.78
OPENK 83.78 83.70 345 443.08
PIDEV -7.03 25.60 -57.66 84.10
NDEASIA 3.65 2.08 1 7
NDW 61.60 26.38 34 110
MAIJ1 24 43 0 1
MAIJ2 .18 .39 0 1
DOAI1 .30 45 0 1
DOA2 .38 48 0 1
SEMDEM .16 37 0 1
DEM .18 .38 0 1
PRZEDEM .20 40 0 1
AUT 43 49 0 1
CcCoOw .19 1.52 0 1
COLDWAR .64 48 0 1
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Appendix Table 3 Coding of Country Years for DOA and MAJ

Country Coding for DOA Source Coding for MAJ Source
Cambodia DOA1 always 0 No literature indicating a DOA  MAIJ1 =0, 1953-1997; Reilly (2006), Albritton (2004), Gallup
MAIJIL = 1, 1998-2009 (2002), Hughes (2009)
China DOA1 =0, 1950-1977  Naughton (2007), Brandt and MAIJ1 always 0 China is never democratic (Polity IV)
DOAL =1, 1978-2009 Rawski (2008)
Indonesia DOA1 =0, 1950-1965  Hill (1996), Liddle (1991), MAIJI =0, 1950-2004 Reilly (2006), Tan (2002), Ellis (2000),

South Korea

Laos
Malaysia

Philippines

DOA1 =1, 1966-1997

DOAI1 =0, 1950-1960,
1987-2009

DOA1 =1, 1961-1987

DOAL1 always 0

DOAL1 always 0 from
independence in 1957

DOA2 =1, 1971-2003

DOA2 =0 1957-1970,
2004-2009

DOAT1 always 0

Rock (2003, 1999)

Woo (1991), Haggard and

Moon (1990), Haggard
(1990), Amsden (1989),
Johnson (1987)

No literature indicating a DOA
Jomo (2007, 2001, 1986),
Rock and Sheridan (2007),

Khoo (2003, 1995)

Hutchcroft (2000, 1998, 1991)

MAIJ1 = 1, 2005-2009
MAIJ1 =0, 1950-1987,

MAIJ1 =1, 1987-2009

MAIJ1 always 0

MAIJ1 always = 1

MAJ2 =1, 1957-1970,
2004-2009

MAJ2 =0, 1971-2003

MAIJ1 =1, 1950-1971
MAIJ1 =0, 1972-1985
MAJ1 =1, 1986-2009

Sulistyo (2002)
Im (2004), Reilly (2006), Croissant (2002,
2001), Brady and Mo (1992)

Laos is never democratic (Polity IV)
Reilly (2006), Lim (2002), Horowitz (2000,
1989)

Reilly (2006), Hutchcroft and Racamora
(2003), Hartmann, Hassall, and Santos
(2001), Teehankee (2002), Choi (2001),
Shugart and Carey (1992), Montinola
(1999)

(continues)
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Appendix Table 3 Continued

Country

Coding for DOA

Source

Coding for MAJ

Source

Singapore

Taiwan

Thailand

Vietnam

DOAL1 always 0
DOA2 =1, 1965-2009

DOA1 =0, 1950-1959
DOA1 =1, 1960-1991
DOA1 =0, 1992-2009
DOA1 =0, 1950-1959
DOA1 =1, 1960-1988
DOAL1 =0, 1989-2009

DOAL1 =0, 1976-1985
DOAL1 =1, 1986-2009

Huff (1997), Haggard (1990)

Wade (1990), Haggard (1990)

Doner (2009), Thak (2007),
Rock (2000, 1995, 1994),
Muscat (1994), Laothamatas

(1997)

Thoburn (2009), Chaponniere

et al. (2008), Ljunggren
(1993)

MAIJ1 always 1,
MAJ2 =1 prior to
1965, MAJ2 =0,
1965-2009

MAIJ1 =0, 1950-2004

MAJ1 = 1, 2004-2009

MAIJI1 =0, 1950-1997,
2006-2009
MAIJ1 =1, 1998-2005

MAIJI1 always 0

Reilly (2006), Rieger (2001), Yeo (2002),
Mutalib (2002), Ganesan (1996)

Reilly (2006), Lin (2006), Rinza (2001)

Hicken and Selway (2011), Hicken (2009),
Reilly (2006), Kopol (2002), Chamber
(2008), D. King (1996), McCargo (1997)

Vietnam never a democracy (Polity IV)
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Appendix Table 4 Coding of Country Years for AUT and DEM

Country Coding for PURAUT Coding for PURDEM Coding for SEMDEM
Cambodia AUT =1, 1954-1971, DEM =0, 1953-1978, SEMDEM = 1, 1990-1996,
1976-1978, 1997 1988-2009 1998-2009
AUT =0, 1972-1975, SEMDEM = 0, 1953-1978,
1988-1996, 1988-1989, 1997
1998-2009
China AUT =1, 1950-2009 DEM =0, 1950-2009 SEMDEM = 0, 1950-2009
Indonesia AUT =1, 1966-1997 DEM =0, 1950-1998 = SEMDEM = 0, 1950-2009
AUT =0, 1950-1965, DEM =1, 1999-2009
1998-2009
South Korea AUT =1, 1961-1962, DEM = 1, 1960, SEMDEM = 1, 1963-1971,
1972-1980 1988-2009 1987
AUT =0, 1950-1960, DEM =0, 1950-1959, SEMDEM =0, 1950-1962,
1963-1971, 1961-1987 1988-2009
1981-2009
Laos AUT =1, 19752009 DEM =1, 1957-1959, SEMDEM = 1, 1955-1956,
AUT =0, 1954-1974 DEM =0, 1954— SEMDEM = 0, 1954,
1956, 1960-2009 1957-2009
Malaysia AUT =0, 19572009 DEM =1, 1957-1968, SEMDEM = 1, 1969-2007
2008-2009 SEMDEM = 0, 1957-1968,
DEM = 0, 1969-2007 2008-2009
Philippines AUT =1, 1972-1985 DEM =1, 1987-2009 SEMDEM = 1, 1950-1971,
AUT =0, 1950-1971, DEM =0, 1950-1986 1986
1986-2009 SEMDEM =0, 1972-1985,
1987-2009
Singapore AUT =0, 1959-1962, DEM =1, 1959-1962 SEMDEM = 1, 1965-
1965-2009 DEM = 0, 1965-2009 2009, SEMDEM = 0,
1959-1962
Taiwan AUT =1, 1950-1986, DEM =1, 1992-2009 SEMDEM = 0, 1950-2009
AUT =0, 1987-2009 DEM = 0, 1950-1991
Thailand AUT =1, 1952-1954, DEM =1, 1992-2005 SEMDEM = 1, 1969-1970,
1958-1967, DEM =0, 1950-1991, 1974-1975, 1978-1990,
1971-1972, 1976 2006-2009 2008-2009
AUT =0, 1950- SEMDEM = 0, 1950-1968,
1951, 1955-1957, 1971-1973, 1976-1977,
1968-1970, 1973— 1991-2007
1975, 1977-2009
Vietnam AUT =1, 19762009 DEM =0, 1976-2009  SEMDEM = 0, 1976-2009

Source: Polity IV (2010).

Notes: AUT =1 if POLITY2 < -5, AUT = 0 if POLITY2 > -6. DEM = 1 if POLITY2 > 5, DEM
=0 if POLITY2 <6. SEMDEM =1 if POLITY2 > 0 and POLITY2 < 6. SEMDEM = 0 if POLITY2
< 1. SEMDEM = 1 for Singapore 1965-2009; otherwise SEMDEM = 0.
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Notes

I would like to thank Marc Ross, Ben Reilly, the anonymous reviewers, and
the editor of JEAS, Stephan Haggard, for helpful comments on earlier drafts.
Any remaining errors are, of course, mine.

1. Additional cross-country evidence is in Hicken (2009), Hicken and
Kasuya (2003), Hicken and Kuhonta (2011), Nohlen, Bruns, and John
(2002), and Nohlen, Grotz, and Hartmann (2001). Case evidence appears in
Appendix Table 3.

2. They also demonstrate that parliamentary regimes extract higher
rents and higher taxes than presidential regimes (Persson and Tabellini 2005,
23-24).

3. As described below, both the majoritarian democracy variable (MAJ)
and the developmental autocracy variable (DOA) used in the difference-in-
difference fixed country effects panel regressions are dummy variables. MAJ
=1 for each country year of majoritarian democracy and MAJ = 0 otherwise.
DOA =1 for each country year of developmental autocracy and DO4 = 0
otherwise.

4. The control group includes country years for both nondevelopmental
autocracies, such as Laos between 1973 and 2009 and the Philippines be-
tween 1972 and 1985, and nonmajoritarian democracies, such as Taiwan be-
tween 1992 and 2004.

5. The justification for these instruments is as follows: Given the histor-
ical preference among East Asia’s democracies for majoritarian institutions,
as the number of democracies rises a majoritarian diffusion effect may be at
work. Lagged values of Przeworski’s democracy variable should exert a
similar diffusion effect. Finally, since the polities of East Asia have suffered
a significant number of internal wars largely in multiethnic environments,
political elites may have opted for majoritarian institutions as one way to de-
fang separatist tendencies.

6. In the first-stage regression on MAJ, the hypothesis that the regression
coefficient on the extra instrumental variables is equal to zero is decisively
rejected (the F value for this restriction = 52.25). This suggests, following
Staiger and Stock (1997), that these instruments are good instruments.

7. Data availability depends on country year of independence (as in
1957 for Malaysia) or country year of reuniting of a country (as 1976 for
Vietnam) and data availability for either political institutions or economic
variables. The latter is affected by the degree of political instability within a
polity, particularly for Cambodia (prior to 1970 and between 1979 and 1987)
and Laos (prior to 1970), Indonesia (between 1950 and 1960), and Korea
during the Korean War (1950-1953).

8. I also wanted to test for the effect of consociational or consensus
democracy on growth but there were very few country years that fell in this
category and, to make matters worse, one reviewer of an earlier version of
this paper strongly objected to my categorizations of country years as conso-
ciational democracies. As a result, I reluctantly dropped consideration of
consociational democracies from the analysis.
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9. For example, DOA = 1 in Indonesia for the years of Suharto’s devel-
opmentally oriented authoritarian New Order government.

10. As Table 3 shows, both MAJ and DOA vary over time, sometimes
quite dramatically, especially for those countries that started out as develop-
mental autocracies and ended up as majoritarian democracies.

11. SEMDEM is instrumented by COW, lagged values of a POLITY?2
autocracy dummy variable (4UT), and a dummy variable for the Cold War
(COLDWAR). In the first-stage regression for SEMDEM, the hypothesis that
the regression coefficients on the extra instrumental variables are equal to
zero is decisively rejected (F = 41.93). POLITY? is instrumented by the
number of democracies in East Asia (NDEASIA), a dummy variable for the
Cold War (COLDWAR), and lagged values of Przeworski’s democracy vari-
able (PRZEDEM). In the first-stage regression for POLITY2, the hypothesis
that the regression coefficient on the extra instrumental variables is equal to
zero is decisively rejected (F = 72.24). This suggests, following Staiger and
Stock (1997), that these instruments are good instruments.

12. See J statistic for each TSLS regression in Tables 1-5.

13. A good summary of this literature can be found in Papaioannou and
Siourounis (2008).

14. The F statistics for this restriction for each equation in Table 2 are F
=2.08, F= .22, F=.77,F=.18, F= .47, and F = .48. Except for the F value
for the first OLS panel regression, none of the other F values is statistically
significant.

15. The F statistics for this restriction for each equation in Table 3 are F
=5.80,F =.06,F = .61, F=.18, F = .47, and F = .36. Except for the F value
for the first OLS panel regression, none of the other F values is statistically
significant.

16. I say successful development because the annual growth rate of real
GDP per capita since democratization (3.58 percent) is not significantly dif-
ferent than it was during the New Order (4.24 percent [World Bank 2012]).
A simple difference of means test fails to reject the null hypothesis that there
is no difference in growth rates (# = —.54).

17. Party leaders rejected pure parliamentary democracy because they
associated it with the instability of governments between 1950 and 1959 (B.
King 2004, 143).

18. Decentralization bypassed provinces and focused on local govern-
ments to minimize secessionist threats and enable the central government to
maintain more control through a “divide and rule” strategy (Fitrani, Hofman,
and Kaiser 2005, 61).

19. Political parties that ran for election in 1999 could only run in 2004
if they held 2 percent of the seats in the People’s Representative Council
(DPR) or 3 percent of the seats in the Regional People’s Representative
Council (DPRD) in one-half of the provinces or 3 percent of the DPRD seats
in one-half of Indonesia’s regencies (Choi 2009, 679). In addition, parties
had to have executive committees in two-thirds of the provinces, two-thirds
of the regencies, and they had to have at least 1,000 party members in both
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or 1/1000 of the population as party members in regencies, raising the entry
barrier for new parties (Choi 2009, 680).

20. To run a candidate for president in 2004, parties had to have gar-
nered either 5 percent of the vote in the 1999 DPR election or 3 percent of
the seats (Choi 2009, 681). For the 2009 presidential election, parties had to
have captured at least 25 percent of the popular vote and 20 percent of the
seats in the DPR (Choi 2009, 682).

21. These rules increased disproportionality in the assignment of votes
to seats from 1.54 in 1955 to 4.45 in 2004 and 6.84 in 2008, and they
reduced the effective number of parties in parliament from 7.07 in 2004
to 6.13 in 2009 (www.tcd.ie/Political_Science/staff/michael_gallagher/El
Systems/).

22. In 2004 Yudhoyono campaigned on a promise to achieve a 6 percent
GDP growth rate (Liddle and Mujani 2006, 137) and he delivered on it as
real GDP grew by 5.9 percent during his first term (World Bank 2012). He
also promised to clean up corruption, which he did as Indonesia’s score on
the Control of Corruption Index of the Political Risk Service rose from a
low of 1 throughout Megawati’s presidency to 3.58 by the end of Yudho-
yono’s first term (Political Risk Services 2012).

23. All of the large major parties lost votes between 1999 and 2009
elections, but the losses were greatest for PKB (51 percent), Golkar (45 per-
cent), and PDI-P (39 percent) (Choi 2009, 678). Public opinion polls show
parties are not trusted by voters (Tan 2002, 104) and the poor economic (real
GDP grew at 4.5 percent [World Bank 2012]) and anticorruption perfor-
mance of Megawati probably cost her votes as she lost to Yudhoyono 61
percent to 39 percent in 2004 (Liddle and Mijani 2006, 133).

24. During Yudhoyono’s first term his most popular initiative was the
launching of an aggressive anticorruption campaign that netted a number of
high-profile arrests (Mietzner 2009, 149-150). Not surprisingly, in 2009
Yudhoyono’s Partai Demokrat captured 148 seats (26.4 percent of the seats)
to become the largest party in parliament and Yudhoyono won reelection
with 60.8 percent of the popular vote (Mietzner 2010, 188).

25. As Pepinsky, Liddle, and Mujani (2012, 14) say, even the “Islamic
parties must establish favorable economic policy credentials to have any
hope of attracting . . . mass support. . . . Both party types . . . have internal-
ized these ideas, as all parties portray themselves as faithful stewards of the
Indonesian economy.”

26. Improvement on this score, particularly in reining in corruption, has
been limited to Yudhoyono’s presidency (Mietzner 2009).

27. That said, there is growing evidence of efforts to undermine Indone-
sia’s Anti-Corruption Court (Butt 2011, 381-382).

28. Indonesia’s score on the Bureaucratic Quality Index declined during
Megawati’s presidency but has been holding steady during Yudhoyono’s
presidency (www.prsgroup.com/ICRG.aspx).

29. The Islamic parties have also accepted their defeat in the constitu-
tional debate and have suspended demands for an Islamic state (Mietzner
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2008, 452). They have reached out to non-Muslims (Aspinwall 2010, 29)
and they have been tarred with corruption and patronage as a consequence
of their role in governing (Aspinwall 2010, 31).

30. While Indonesia’s centripetal party system has been fostered by vote
thresholds and geographic requirements, it may also have been accidentally
nudged along by declining district magnitudes following decentralization.
As noted earlier, decentralization led to a rapid increase in the number of
electoral districts and an equally rapid decline in district magnitude from a
mean of 17.5 in 1999 to 8 in 2004 and 7.3 in 2009 (Choi 2009, 672).

31. The Islamic parties have also been forced to the center by declining
vote shares (Aspinwall 2010, 29). Moreover, among Indonesia’s Islamic parties,
economic platforms now dominate (Pepinsky, Liddle, and Mujani 2012, 10).
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