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V. INTRODUCING REGIME TYPES 

As a final exercise, we introduced a country’s regime type into the analysis since the extent 
of democracy may influence economic growth. More democratic countries may attract 
investment and may also limit government spending shares through accountability, 
transparency, and good governance. Past results on democracy’s influence on growth has 
been mixed. In an interesting study, Tavares and Wacziarg (2001) examined the pathways 
through which democracy may affect growth. They found that democracy promotes growth 
by increasing human capital accumulation and income equality while democracy limits 
growth by lowering physical capital investment and bolstering government spending, with a 
net negative effect.10 

For regime types, we used the Polity IV Dataset (Marshall and Jaggers 2004) for each 
sample country and year. The polity variable reflected three interdependent elements: 
amount of political participation, restraints (if any) on executive power, and the extent of 
government-backed civil liberties (e.g., freedom of association, freedom of speech, 
protection against unwarranted search and seizure, and due process under the law). These 
three elements were aggregated into a single score that varies from –10 (strongly autocratic) 
to +10 (strongly democratic). The average score of polity for our Asian sample was +0.758, 
with a standard deviation of 7; hence, the extent of democracy varied greatly across our 
sample countries. We had to, however, reduce the sample countries by nine (i.e., Brunei; 
Hong Kong, China; Kiribati; Maldives; Micronesia; Palau; Samoa; Tonga; and Vanuatu) 
owing to regime data limitations. This exclusion meant that over 300 observations were left 
out, which could affect some coefficients when the new results in Table 9 were compared 
with those in Tables 3–5. 

Table 9: Fixed-Effects Estimation of Growth, Investment, and Government Spending 
Models Including Democracy Variable 

 Growth Investment Government 
spending  

ln yit–1 –0.035***  1.258**  –1.881*** 
 (0.009)  (0.513)  (0.361) 

ln (open)it–1 –0.021**  4.682***  1.563*** 
 (0.009)  (0.450)  (0.342) 

(I/GDP)it–1 0.002**     
 (0.001)     

terr iterit –0.023***  0.111  1.528*** 
 (0.009)  (0.487)  (0.417) 

externalit –0.006  –0.521  1.083** 
 (0.009)  (0.497)  (0.424) 

internalit –0.022***  –0.539  0.986*** 
 (0.007)  (0.402)  (0.348) 

polityit 0.0002  0.056*  –0.086*** 
 (0.001)  (0.034)  (0.029) 

Sample size 886 886 886 
Notes: Country and time dummies are included in the growth and investment regressions and country dummies are 
included in the government spending regression. Standard errors are in parentheses. Significance levels: *** is .01, ** 
is .05, and * is .10. 

                                                 
10 One reason for including regime type was to avoid a possible omitted variable bias problem: democracy may 

influence growth and may also correlate with political violence variables. 


