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There are two questions in this research paper: First, does regime type matter or not in states’ economic performance? Second, do democracies outperform non-democracies in domestic income inequality? In recent years, scholars have paid attention to the connection between democracy on the one hand and economic growth and income inequality on the other. Those who support “democracy first, development later” argue that democracies consistently outperform autocracies; their empirical evidence also shows that poor democracies grow at least as fast as poor autocracies and significantly outperform the latter on most indicators of social well-being.
 Furthermore, democracies not only have a positive impact on economic growth, but they also help reduce the domestic gap of income inequality between rich and poor. However, some argue that democracies are less capable than authoritarian regime of dealing with economic issues; some argue that although politics indeed influence economic performance, the factor of regime type might not be significant, and people do not know whether democracy improves or limits economic development.


In addition to the debates on the relationship between regime type and economic growth, I also want to ask whether democracies outperform non-democracies in domestic income inequality. In the other words, is it economic equality or inequality, after political equality? This study intends to investigate if there is difference of states’ income inequality between democracies and non-democracies. According to the debates above, we might have three logical inferences: First, in the viewpoint of the “democracies outperform autocracies” argument, income inequality in democracies should be lower than that in non-democracies. Second, by contrast, in the view point of that democracy is less capable than authoritarian regime, empirical evidence should show that income inequality in democracies is higher than that in authoritarian regime. Third, there might not be a clear line between democracies and non-democracies in income inequality if we follow the argument that regime type is not significant on economic growth.
In order to answer these two questions, two empirical researches are developed in this study: First, two multiple regression models are applied to estimate states’ income inequality. Second, a comparison of income inequality is examined between democracies and non-democracies (2000-2004). The data for this study covers 77 countries from two sections: First, the economic data is from the World Bank’s World Development Report, including Gini index (2000), Gross National Product per capita (1999), Tertiary School Enrollment (1995), and Foreign Direct Investment (1999). Second, the political data is from Freedom House’s Political Rights in 1999; and culture (religion) index is from the Central Intelligence Agency’s World Factbook. In the first section, the statistical results show: negative relationships exist between economic development and income inequality, between educational level and income inequality; and positive relationship exists between democracy and income inequality: the higher democracy, the higher income inequality, and this runs counter to original hypothesis: the higher democracy, the lower income inequality in a country. However, in the second section, the result of the comparison between democracies and non-democracies is to support that democracies outperform non-democracies in income inequality.
Finally, three conclusions are proposed in this study: First, this empirical analysis responds to the continuing debates on the connection between democracy and growth, democracy and income inequality. Second, in order to achieve more accurate examination, we have to consider more details of methodology and research design: including enlarging dataset, which covers more countries and longer period and considering more other variables, such as foreign aid and gender discrimination within states. Third, if democracies indeed outperform non-democracies in economic and social well-being, this would strengthen the argument of “democracy first, development later” and justify American foreign policy of promoting democracy in the world.
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This paper originates from the term paper to the seminar of political economy of growth. In this study, on the one hand, I apply the theories I learned in political economy of growth to develop my arguments and framework for analysis; on the other hand, I also apply the research model I learned in statistics class to do empirical analysis. The parts of literature review and empirical research have been finished. And I hope to use the opportunity of this annual conference to strengthen its theoretical arguments and empirical analysis; and certainly, I also look forward to sharing my research findings with the audiences who are interested in and care about the development of democracy.
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