DISCUSSION PAPERS IN ECONOMICS

Working Paper No. 09-01

The Effects of Internal and External Conflict on
Democratization Incentives

David Pinto

University of Colorado

March 2009



The Exects of Internal and External Conact on



decisions by an autocratic elite to democratize. While there is a strong consensus
that internal threats generate pressures to democratize, the exects of external
threats on pressures to democratize may be less clear: recent work by Ticchi






in which the two contests in my model, external war and revolution, take a very
simple form. Both revolutions and wars are winner-take-all events with explicit
costs. Finally, the con&ict functionsioutcomes take a simple criteria: revolu-
tions are won by the poor if and only if they have more resources in aggregate
than the rich, wars are only won if and only if there is participation by both the
rich and the poor.?

1.2.2 The Political Economy of Democratization

There is a long tradition of economic theories of democratization. For example,
Lipset (1959) argued that democratization part of a development process which
included increased economic growth and industrialization.

Recent theories have focused on inter-class con&ict. Acemoglu and Robinson
(2000), argue that elites use redistribution to prevent revolutions. Since de facto
power, i.e. the ability to successfully revolt against the richmount a revolution
is a probabilistic event, the rich may not be able to credibly commit to future
redistribution. This commitment problem can make the poor willing to revolt
even as the rich redistributes. Revolutionary threats, in turn, force the rich to
extend the franchise, in order to solve the commitment problem.



In contrast, some authors argue that franchise extension is the result of intra-
elite interactions. Lizzeri and Persico (2004) develop a model in which gradual



1.2.3 The Political Economy of Military Con&ict

A related strand of literature focuses on how political institutions inform de-
cisions to go to war. Fearon (1995) proposes that in a condict between two
countries, private information with respect to the other® resolve can lead to es-
calating condict. If backing down azects leaders domestically, there are stronger
incentives to Oght, once escalation has taken place. Since democracies have



are competing factions domestically, then the faction in power may invade a
foreign country to gather resources to defeat its domestic opponent: if there is
no credible way to ensure deterrence from the domestic challenge, war may be
ensured. My model is similar, except that in the model, | place stronger restric-
tions on the leader & ability to Oght a war. In particular, | explicitly assume that
the war is costly and that support from the challenger, in my case the poor, is
needed to succeed military. Furthermore, the poor rationally supports the war
exort and bear some of its costs.

The paper is structured in the following way: Section 2 structures the model
and presents the results. Section 3 discusses the implications of the model and
links them to the related literature. Section 4 concludes.

2 Model
2.1 Agents

A proportion <1



2.2.2 Revolutions (Internal Condaict)



bear a proportion (1 ) of the costs of war, ¢, and join the war ezort.
The war is won, and the game advances to node



1 ¢ >1 1 )

which may be reexpressed as:

S > (RDC)

Let  deOne the minimum level of under which revolt remains undesirable,
then 8 o
< 0 when (RD1) =

= _— when 2(; +c](RD2)_*
- f;gwhen > +c¢ (RD3) ~
In order to see if revolt is feasible, we compare the afterwar resources of the
rich to those of the poor.
Revolt is feasible in an afterwar period only if:

1 (1 )c > c

which may be reexpressed as:



Which can be reexpressed as:

s+ +c 1

c (WJC)
Let denote the minimum value of  under which the poor would join
the war ewort, then
Owhens 1 c (WJ1) 15
T st lwhens>1 ¢ (WJ2)

From combining these three conditions, the minimum level of required for
the poor to join the war ecort and not revolt after the war can be found.

2.4.4 Finding bpoor

The rich require three conditions to be willing to preserve the autocracy when
war has begun: they require to come up with a the lowest value of  which
ensures that a) the poor are willing to join the war exort and b) the poor will
not revolt afterwards, in addition, they require the rents from autocracy to
remain higher than the rents from democratizing.

Let bpoor(s;c; ; ) denote the minimum value of ~ which ensures war par-
ticipation and no revolt.

Claim 1 When either or % then bpor =0ifs 1 ¢ and
bpoor = *+—+¢1 otherwise.

Under these conditions, the poor do not pose a revolutionary threat to the
rich. For that reason, it is only necessary to oxer a value of su¢ cient to ensure
war participation.

Claim 2 If 2[1%;5Cands 1 ¢ then bpoor = 0.

Under these conditions, the poor are willing to participate in war even if
they bear all the costs. This allows the rich to select a value of bygor = 0, under



Under these conditions, revolt is always feasible. The only way to prevent
revolt is to make it undesirable by choosing a large value of . Ifs<1 ¢
then the rich must ocer  to prevent revolt. Ifs 1 ¢ is su¢ ciently
high to make revolt undesirable.

Claim 5 When > +c¢, 2[L%5ands>1 ¢, bpoor = S+31
if and only if s 1 €, otherwise, there is no value which prevents reform from
taking place.

Under these conditions, revolt is always desirable. This means that revolt
may only be prevented if the value of required to ensure war participation is
su¢ ciently low, so as to ensure that revolt is unfeasible.

Claim 6 When +c< < 1 € then there is no value of which may prevent
revolt.

Here revolt is always feasible and desirable, as the value of is so high with
respect to revolutionary costs that there is no way to make it undesirable. In
addition, the agreggate resources of the rich are so little with respect to total
resources that there is no way to prevent revolt from taking place.

From all these claims, we can construct the value of required to ensure
both war participation and deterrence from revolt.

Proposition 1 (Acceptable Oxers to the Poor) The value of bpgor(s;cC; 5 )
takes the following values:
I. bpoor(s;c; ; ) =0: Whens 1 ¢ and either

A)

or B) e,

I1. bpoor(s;c; ; )= %: When either A) s>1 ¢ and either

A)

or B) >1ic

orC)s L;¢ 2¢and >

orD)s>1 ¢ and < < +cand e

. bpoor(siC; ; )= — When < < +cands<1 c and either
A) L 1J2“C and 1 e <s.

or B) <Zi°
V. bpoor(s c, ; )2f;9g: When > +c and either
A) <=

or B) 2 [15¢; 3¢ and s > 1:©.

Now we must study whether at the minimum value of  required to ensure
both participation and deterrence from revolt by the poor, the rich prefers to
preserve the autocracy than to democratize.
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2.4.5 The Decision by the Rich to Preserve Autocracy

In times of war, the rich prefers to preserve the autocracy only if

M 1 ¢ (AW)

and democratizes otherwise.
In times of peace, the rich knows that the poor revolt if and only if <
< % and preserve the autocracy otherwise. Since the rich is better o under
autocracy, the rich would democratize only if < < %

2.4.6 The Decision to Start a War

If revolt is imminent in times of peace, then the rich can preemptively start a
war if that will lead to consolidation of power in a postwar period. The rich
start a war if and only if in times of peace revolt is imminent and the payoas
from afterwar autocracy are greater than the payozs of democracy in times of
peace, that is:

The rich start awar ifandonly if < < % and

M 1 (WAR)

Notice that inequality (WAR) makes inequality (AW) redundant.

Let us study how the dicerent values of s, , and ¢ determine the decisions
of the rich to start wars, democratize and/or ocer to share the costs of war:

First we focus on the cases where bpoor = 0.

Clearly, since bpoor =0, — = —222€ > 1 >1 ¢, so AW and WAR always
hold.

Claim 7 Whens 1 ¢ :

If A) orifB) < and % then the rich preserves autocracy
in both peace and war, proposes = 0 and never starts a war. If C) <
and % < % then the rich starts a war, preserves autocracy and proposes

=0.

It follows froms 1 ¢ that the poor would join the war ecort even
if bpoor = 0. In A) revolt either too costly and in B revolt is unfeasible. In C)
the poor would revolt in times of peace. Since the rich can transfer all the war
costs to the poor it can strenghten its domestic position by starting a war.

Now let us consider the cases where bpoor = % In this case, AW
holds if and only if

s+ +c 1
—)C
G—=—)x | .

which may be reexpressed as
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If B) 3 eand (1 )(1 c¢)<s, autocracy is preserved in times
of peace and the rich democratizes in times of war.

If C) 1,¢ <zfandl ¢ s, the rich start a war and preserve
autocracy by omering =<1 to the poor.
If D) ;¢ <Zfandl c <s (1 ¢)(@ ), the rich democratize

in times of peace and preserve the autocracy in times of war by oaering %
to the poor but do not start war.

If E) ;¢ <Zlands>(1 c¢)(1 ) therich democratize both in times
of war and peace.

In A) and B) autocracy is secure in times of peace but can only be preserved
in times of war if s is su¢ ciently low. In C), D) and E) autocracy is not secured
in times of peace. If s is su¢ ciently low then the rich can use war to preserve
autocracy (C), if s is of an intermediate range, then the rich is actually worse
oz by war but it allows the rich to preserve autocracy by making the poor bear
the majority of the costs (E). Finally, if s is su¢ ciently high then the rich has
to democratize in either case.

A similar analysis can be made for those cases in which bpoor = ——.

Now the rich preserve the autocracy in times of war if and only if

(=) 1

which can be reexpressed as

1 o (AW™)

and when revolt cannot be prevented in times of peace, the rich start a war
if and only if

() 1

which can be reexpressed as

(WAR¥*)

The following analysis can be constructed:
Claim 11 When 1.6 <s<1 ¢ and < +c

If A) 3 3¢ and (1 c) then autocracy is preserved both in war
and peace, and the rich oner —— to the poor.

If B) 3 2¢and < (1 c) then autocracy is preserved in times of
peace and the rich democratizes in times of war.

If C) % < % and , then the rich start a war and preserve
autocracy by oaering —— to the poor.

If D) ;¢ <zand (1 ) < , then the rich democratize in times

of peace and preserves the autocracy in times of war by onering —— to the poor.
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If E) 1¢ <Zand < (1 c) the rich democratize both in times or

peace and war.

The analysis is similar to the previous claim, the main dicerence is that now

the rich is trying to make revolt undesirable by oering = —.

Claim 12 Whens 1 ¢ and < +cand <55

If A) the rich start a war to preserve autocracy and oser —— to the
poor.

IfB) (1 ¢ < the rich democratize in times of peace and preserve

the autocracy by overing —— to



to preserving the autcoracy. Case C) is the corner of Case B) when revolt is
always desirable (i.e. there is no level of  to prevent revolt). Case D) is the






the decision to preserve the autocracy becomes independent from war. For that
reason, the rich are able to preserve the democracy. In case A) s is su¢ ciently
low that < , so that as the poor bear most of the costs from war, they
are no longer capable of revolting. In case C) s is at an intermediate level,
which causes < < , so the rich are forced to omer =



3 Conclusions

This paper presents a model which studies the link between internal cond&ct,
external condict and democratization. In contrast to the standard view which
suggests that cond&ct in general contributes to democratization, this paper stud-
ies the conditions under which external threats may contribute to democrati-
zation. In particular, if the elite is either very entrenched or very vulnerable,
the decision to go to war does not directly acect political outcomes. On the
other hand, at intermediate levels of stability, an external war may either de-
bilitate or strenghten the domestic regime leading to either democratization or
consolidation. There are three possibilities: as suggested by Ticchi and Vindigni
(2008), war may destroy an otherwise stable democracy by making it unfeasible
(Proposition 4.D-E) or undesirable (Proposition 4.A-C) for the rich to sustain
the autocracy. In contrast, if war is bestowed upon autocrats, then the costs of
Oghting it become sunk and to the extent that the rich can share the war burden
with the poor in such a way as to make revolt either undesirable, by reducing
inequality to a point where revolutionary costs are greater than the beneOts
from expropriation (Proposition 5.B-D) or unfeasible, by making debilitating
the poor through war (Proposition 5.A). Finally, if the beneOts from preserv-
ing the autocracy, the rich may be tempted to start costly wars to prevent
democratization.

This result is interesting, because it sheds insight as to why autocratic
regimes may be more prone to war. While Powell (2006) has already proposed
a similar idea, this model endogeneizes the payoss from joining the war ecort
for the losing domestic party and shows how the decision to join the war ezort
is acected. This idea that autocrats may start wars to prevent democratization
links interestingly with the work by Hess and Orphanides (1995) Hess and Or-
phanides (2001) on democracies, and Glaeser (2006) on both democracies and
non-democracies, in which leaders may enter in unproOtable wars. Its value is
larger in studying why non-democracies may be more likely to enter into con&icts
that they can lose, an empirical regularity suggested by Bueno De Mesquita and
Siverson (1995). Furthermore, it provides a more feasible explanation for the
phenomenon: Bueno De Mesquita and Siverson (1995) argue that autocracies
may be more willing to start wars and less committed to winning them since
their political survival is less linked to military success than democracies where
bad military outcomes may prompt the people to vote leadership out. This idea
misses the point that in contrast to democracy, political survival is closely linked
to physical survival in non-democracies. This of course raises the stakes of war
for the individual in power, so that explanation seems unlikely. In contrast, if
political survival is endogenous to the distribution of power in non-democracies,
then it is likely that the internal exects of wars on the distribution of power may
have be a more important consideration on the decisions to start a war. This
point raises an empirical discussion: are stable or unstable autocracies more
likely to start wars? If stable autocrats are more likely to start wars, this would
provide evidence in favor of Bueno De Mesquita and Siverson (1995), whereas
the opposite would suggest that the view espoused by this paper and by Powell
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(2006) is more likely.
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4 Appendix 1: Proofs

Proof of Lemma 1. If the poor do not revolt, their payos is }— If %

revolt fails. The payos to the poor are: 0 < +—. If <1 the payo= would be

2O o

Proof of Lemma 2. 2 [0;1]. Assuming that revolt is feasible, it is desirable

if and only if 10— > 12 & X O > + c If then no value of
canmake > + chold. If 2 (; +c]Jthen > + cifand only
< ——. Finally, if > +cthen > + c. Clearly if revolt is not

feasible, the poor do not revolt as the payo= of a failed revolt is 0 versus a value

T & ¢ > 1 of preserving the autocracy. Revolt is feasible if and only if

1 1 > cQ <i&zce |f > then <l 2e
even if =1 1If < % then the value holds even if = 0, Onally, when
2 L& 120 then <1 Zcifandonlyif > 251, orin other words,
revolt is unfeasible as longas =2-¢1. m

Proof of Corollary 1. If =) and it follows from lemma 2
that revolt is not feasible. If =) revolt is not desirable. m
Proof of Claim 1. It follows from lemma 2 that the poor would not revolt if
either or % The rich must ocer the minimum value that ensures
war participation. It follows from inequality WJ1 that this value is bpgor = 0 if
s 1 ¢ and from WJ2 that it is bpgor = 1 otherwise. m

Proof of Claim 2. It follows from WJ1 that if s 1 c, =0and
it follows from applying RF2 to lemma 2 that =0 and therefore, as
long as the rich omer bpoor = = 0 the poor join war and do not revolt. =
Proof of Claim 3. It follows from 2( ; +cland 2[%%; 3¢ and s >
1 c,that =-—_—, ~=231and = s*e* 1 are interior values as
RD2, RF2 and WJ2 hold. Revolt is feasible and desirable at bpoor = if and
only if < < which holds if and only if 251 < s*e*r 1 <
which holds if and only if % <s<1 c . When these conditions are
met, the rich cannot make revolt non-feasible. For that reason, they must ocer

Ppoor = = —— to make revolt non-desirable. If % <s<1l ¢ then




Proof of Claim 4. It follows from % > that RF3 holds so there is no
value of which can make revolt unfeasible. The only way to prevent revolt is
to make it undesirable. The rich therefore require to make sure that a) revolt
is undesirable and b) the poor are willing to join. That is, they need to choose

bpoor = maxt i g. Since 2(; +c]itfollows from RD2 that = —.
Notice that if WJ1 holds, then clearly =0asWJland > imply
thats<1 ¢ . So the interesting case arises if WJ2 holds, in which case,
Bpoor = = % if and only if ifandonlyifs 1 ¢ and
]

Proof of Claim 5. It follows from > + ¢ that RD3 holds so there is
no value of which makes revolt undesirable. The only way to prevent revolt

is by by making it unfeasible. Since 2 [1:¢;13¢], it follows from RF2 that

=2 ;g L It follows from WJ2 that sinces 1 ¢ , the rich must ocer

at least = % to ensure war participation from the poor. At this




s<(1 Y1 ¢). =
Proof of Claim 9. It follows from Proposition 1.11.C) that if % s >

1 ¢ , < and ¢ ¢ bpoor = =1 In times of war,
the rich democratize if and only if s > (1 )@ c) butsince < % then
(1 )@ c¢)>LE>s, s0 the rich never democratize. A) if 1 e

then it follows from lemma 1 that the poor do not revolt in times of peace
and therefore the rich do not start war, nor do they democratize. B and C)
If £ 3¢ then it follows from lemma 1 that the poor revolt in times
of peace. Since in times of war, the poor do not revolt, the rich must decide
whether to democratize in times of peace or start a war. If the rich democratize

they earn 1, if they start a war, they earn ¥ so the rich democratize if and

onlyiftst<1(s>1 ¢ and start a war otherwise. =
Proof of Claim 10. It follows from Proposition 1.11.D that whens 1 ¢
and < +cand ;¢ 1 Ppoor = 1. A-B) If 1, it

follows from lemma 1 that the poor do not revolt in times of peace, for that
reason, the rich never start a war. If a war has taken place, then the rich prefer
Bpoor = % to democratization if and only if AW*** holds which holds if
andonlyifs (1 )1 c). C-E) In times of war, autocracy is preserved if and
onlyifs (1 )(1 «c). Intimes of peace, it follows from lemma 1 that when
% < % since < , it follows that the rich cannot preserve the revolt in
times of peace. The rich therefore decide between democratizing and starting a
war. The rich start a war if WAR*** holds, thatis, ifs 1 ¢ . Now clearly,
sincel ¢ <( c)@ ), itfollows that there can be three possibilities: if
s >f



times of peace (i.e. if < ), but a war starts sporadically, the rich may prefer
to preserve the autocracy and ozer bpeor = —— if and only if (1 c¢)and
democratize otherwise. m

Proof of Claim 13. A)Since < +c< < 3¢ <1 to follows from lemma
1 that the poor always revolt in times of peace and from Proposition 1.1V.A)
that the poor always revolt in times of war, so the rich must democratize in
order to prevent revolt. B) Since < +c< and < % it follows from
lemma 1 that the poor always revolt in times of peace. Since +c¢ < and
e 3 < € and s > L&, It follows from Proposition 1.1VB) that
if there is no value to ensure war participation and prevent revolt in times of
peace, so the rich is forced to democratize. C) Smce 5 1“2“" the poor do
not revolt in times of peace. Finally, since 1,¢ < 1 ¢and +c< and
s> ¥ It follows from Proposition 1. IVB) that if there |s no value to ensure
war part|C|pat|on and prevent revolt in times of peace, so the rich is forced to
democratize. m

Proof of Proposition 2. A) follows from Claim 10.E), B) follows from Claim
11.E), C) follows from Claim 13.B). D) follows from Claim 12.C) and E) follows
from Claim 13.A). =

Proof of Proposition 3. A) and B) follows directly from Claim 7.A) and B)
respectively. C) and D) follow from Claim 8.A) and B) respectively. E) follows
from claim 9.A). F) follows from Claim 10.A) and G) follows from Claim 11.A).
u

Proof of PropositCID65(1)-327(f)-1(ol)1(1)-32s4..spect(1)cm and



5 Appendix 2 Figures
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