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Democracy and economic developement by the thought of Mancur Olson

 
My paper examines the relationship between democracy and economic growth. The starting point of my work is derived from the thoughts of Mancur Olson who famously proposed that democracies begin to slow down due to political stability. In Olson’s opinion, long-lasting regimes produce interest groups that build up influence over time and engage in rent-seeking which leads to sclerosis in the economy. In his later works, however, Olson emphasizes the role of regime stability as a factor that enhances economic development through secure property right.
Therefore I analyze the effect of democracy on economic growth and then focused on interest groups and rent-seeking within the context of democracy’ efficiency at fighting against these effect. Afterwards I examine the link between political and economic institutions. Finally, I apply the framework of the (augmented) Solow-model to do an empirical cross-section test.
My hypothesis is based on the idea that instable regimes are more exploitable and, therefore, these type of regimes show signs of a decline, as long as stability contributes to growth. During the analysis, I use a measure of regime durability as the most important explanation factor. The biggest concern of my experiment is how compatible my cross-section outputs are with Olson’s theory. The result is that regime durability is an important factor of economic development only in autocratic countries. It seems that Olson – especially in his later writings – was right.



