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Abstract Using the POLITY IV and Freedom House indices, Rowley and Smith (Public
Choice 139(3—4):273, 2009) found that countries with Muslim majorities enjoy less free-
dom and are less democratic than countries in which Muslims are a minority. Because the
POLITY IV and Freedom House indices have been criticized on several grounds, I reinvesti-
gate Rowley and Smith’s finding using the new Democracy-Dictatorship data from Cheibub
et al. (Public Choice 143(1-2):67, 2010). The empirical results confirm that countries with
Muslim majorities are indeed less likely to be democratic.
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1 Introduction

Rowley and Smith (2009) found that countries with Muslim majorities enjoy less freedom
and are less democratic than countries in which Muslims are a minority.! The authors es-
tablished their result by employing the POLITY IV and the Freedom House indices as the
means of measuring democracy. These indices have, however, been criticized on several

IStudies by Barro (1999), Ross (2001), and Borooah and Paldam (2007) also find that democracy and Islam
are negatively associated. Gassebner et al. (2009) show that oil producing Muslim countries are less likely to
become democracies. Facchini (2010) shows that Islam and institutions of freedom are negatively associated.
On economic performance in Islamic countries, see Kuran (1997) and Hillman (2007a). For an overview of
the relation between democracy and economic development, see Hillman (2007b). See Maseland and Van
Hoorn (2010) on the attitudes towards democracy in the Muslim world. See Berggren and Bjgrnskov (2010)
on religion and social trust.
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grounds (Cheibub et al. 2010).> The new Democracy-Dictatorship (DD) measure of politi-
cal regimes by Cheibub et al. (2010) avoids the problems inherent in the POLITY IV and
the Freedom House indices. The DD measure basically distinguishes between regimes in
which executive and legislative offices are allocated via contested elections and those in
which they are not. In this minimal definition of democracy, the variable takes on the value
one for democracies and zero otherwise. See Cheibub et al. (2010) for a more encompassing
discussion on classifying democracies and dictatorships.

Cheibub et al. (2010) show that the choice of democracy measure matters by replicating
studies such as Rodrik and Wacziarg (2005), Fearon and Laitin (2003) and Epstein et al.
(2006). Against the background of the criticism on the POLITY and the Freedom House
indices, I reinvestigate whether countries with Muslim majorities are less democratic em-
ploying the Democracy-Dictatorship data from Cheibub et al. (2010) and the data on reli-
gion from Alesina et al. (2003). I confirm that having a Muslim majority is an impediment
to democracy. Section 2 presents the empirical strategy. Section 3 describes the empirical
results. Section 4 concludes.

2 Empirical strategy
I specify a probit model of the following form:
Democracy; = a + BMuslim Share; + X ;s x;; + XidRegion;, + X,y Legal Originm;; 4 u;

withi=1,...,191; j=1,2;k=1,...,4;1 = 1,2 where Democracy; is the DD measure
by Cheibub et al. (2010) for country i. I employ a cross section of 191 countries for the
year 2007.3 Muslim Share; describes the proportion of Muslims in the total population of
each country. I employ the data on religious fractionalization by Alesina et al. (2003). This
database reports for each country for the period 1980-1998 the percentage of the popula-
tion belonging to the three most widespread religions in the world. However, the database
contains many missing observations. The most complete data are available for Islam. In
Alesina’s data base the category “Muslim” is for some countries subdivided in “Shia Mus-
lim” and “Sunni Muslim”, for other countries this sub-division is not recorded. I therefore
combine the available data to obtain a single variable that describes the share of Muslims
in the total population of each country. X;{x;; describes two economic control variables.
I include the logarithm (log) of real GDP per capita (referring to the year 2007) and an oil
exporter dummy variable that takes on the value one if exports of oil exceed 50% of total
exports (Easterly and Sewadeh 2001). X;§Region;, is a set of regional dummy variables that

2See also Munck and Verkuilen (2002), Vreeland (2008). For example, Munck and Verkuilen (2002: 28)
arrive at the conclusion that Freedom House is an index “which [exemplifies] problems in all areas of con-
ceptualization, measurement, and aggregation.” The POLITY IV index has been criticized for similar reasons,
but “the usefulness of the POLITY IV dataset lies in its components” (Cheibub et al. 2010: 76). The POLITY
index has five components. In particular, the Chief Executive variable “provides useful information about
whether the chief executive has unlimited authority, whether there is a legislature with slight or moderate
ability to check the power of the executive, whether the legislature has substantial ability to check the ex-
ecutive, or whether the executive has parity with or is subordinate to the legislature” (Cheibub et al. 2010:
76).

31 choose the year 2007 as most recent year because of availability of data for GDP as control variable.
The 191 countries included are the countries represented in the United Nations General Assembly, except
Monaco, for which the Democracy-Dictatorship variable is not available.

@ Springer



Public Choice (2012) 151:185-192 187

take on the value of one when a country belongs to a particular region and zero otherwise.
I distinguish five different regions: Africa, Asia, Europe, America and Oceania. To avoid
multicollinearity between the regional dummies, one of them denotes the reference category
(here Africa). The estimated effects of the other regional dummies are deviations from the
reference category. ;v Legal Origin;; is a set of legal origin dummy variables (La Porta et
al. 1999). I distinguish between three different legal origins: French, British and Socialist
(all countries with German and Scandinavian legal origin are democracies so that I cannot
include variables describing German and Scandinavian legal origin). The reference category
is French. Table 1 shows descriptive statistics of all variables included. A table showing the
values of the democracy variable and the Muslim share variable for the individual countries
is available in the working paper version. I estimate a probit model with robust standard
errors.

3 Empirical results
3.1 Basic results

Table 2 shows the regression results of the coefficient estimates. The dependent variable is
coded such that democracies take on the value one and dictatorships take on the value zero.
Positive coefficients of the explanatory variables thus mean that the explanatory variable in-
duces a positive influence on democracy and vice versa. Column (1) shows results without
control variables. In column (2), I have included log GDP per capita and the oil exporter
dummy variable as basic economic control variables, which somewhat reduces the sample
size because of the absence of observations on GDP. Column (3) presents the results when
all control variables are included. Log GDP per capita has a positive sign and is statistically
significant at the 1% level in column (2), but does not turn out to be statistically significant
in column (3). In a similar vein, the oil exporter dummy variable has the expected negative
sign and is statistically significant at the 5% level in column (2), but does not turn out to
be statistically significant in column (3). The regional variables “America” and “Europe”
are statistically significant at the 1% level and the regional variable “Oceania” is statisti-
cally significant at the 10% level. The variable “Asia” does not turn out to be statistically
significant. As expected, the regional dummy variables indicate that democracy has been
more pronounced in America, Europe and Oceania than in Africa (reference category). The
Socialist legal origin variable is statistically significant at the 1% level and indicates that
democracy was less pronounced in countries with a socialist legal origin compared to coun-
tries with a French legal origin. The British legal origin variable does not turn out to be
statistically significant.

The results in Table 2 show that the share of Muslims in a society has a negative influence
on democracy: the coefficient of the Muslim share variable has a negative sign and is statis-
tically significant at the 1% level in columns (1) and (2) and at the 5% level in column (3).
Based on the coefficient estimates, we can calculate the marginal effects of the independent
variables on the probability of being a democracy. Table 3 shows the change in probability of
being a democracy when the Muslim share variable changes. The results in Table 3 indicate
that when the Muslim population share increases by one percentage point, the probability of
being a democracy decreases by about 0.4%. In other words, a country with no Muslims is
by about 40% more likely to be democratic than an otherwise identical but purely Muslim
country. The marginal effects for the full model (column 3 of Table 3) are somewhat smaller
but remain statistically significant at the 1% level. The marginal effects clearly show that the
probability of being a democracy decreases when the share of Muslims increases.
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Table 2 Regression results.

Probit, robust standard errors. Variable €] (@) (3)
Dependent variable:
Democracy-Dictatorship Dummy — Muslim —0.0163"""  —0.0132"""  —0.0087""
[5.63] [4.23] [2.48]
log GDP per capita 0.2304™  —0.0504
[2.49] [0.39]
0il Exporter —0.9802""  —0.6720
[2.17] [1.41]
Asia 0.3789
[1.13]
America 1.5760""
[3.59]
Oceania 0.8350"
[1.71]
Europe 2.1248""
[4.07]
Legal origin (British) —0.2467
[0.93]
Legal origin (Socialist) —0.9187""
Absolute value of ¢ statistics in e p [2.21]
brackets Constant 0.6389""  —1.4035" 0.4615
*signiﬁcant at 10% [5.53] [1.66] [0.44]
e significant at 5% Observations 191 177 176
Pseudo R-squared 0.14 0.18 0.32

o significant at 1%

Table 3 Marginal effects. Muslim on democracy

@ 2) 3)
—0.005™" —0.004™" —0.002"**
(7.87) [5.05] 2.60]

Absolute value of ¢ statistics in brackets

i gnificant at 1%

3.2 Robustness tests

I checked the robustness of the results in several ways. Democracies can be coded more
expansively. Cheibub et al. (2010) have conservatively coded countries as democratic only
if there has been alternation in power. Some countries appear, however, to have “contested”
elections for the executive and legislature, but there has never been an alternation of the gov-
ernment in power (e.g., Botswana). The data by Cheibub et al. (2010) also allow considering
these cases as democracies in addition to their conservative coding. I use the more expan-
sive democracy variable (type 2) as dependent variable (also referring to the year 2007). The
results in Table 4 show that the Muslim share variable retains a negative sign and is statis-
tically significant at the 1% level in columns (1) to (3). The oil exporter dummy variable
has a negative sign and is statistically significant at the 1% level in columns (2) and (3).
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Table 4 Regression results.
Probit, robust standard errors.
Dependent variable:
Democracy-Dictatorship Dummy
(expansive)

Absolute value of 7 statistics in
brackets

*si gnificant at 10%
i gnificant at 5%

i gnificant at 1%

Variable 1 2 A3)
Muslim —0.0137""  —0.0128""  —0.0100""
[4.91] [3.94] [2.66]
log GDP per capita —0.0341 —0.0717
[0.34] [0.53]
0il Exporter —1.3275""  —1.3628"""
[3.33] [3.00]
Asia —0.5332
[1.39]
America 0.7500
[1.34]
Oceania 0.1645
[0.26]
Europe 0.5164
[0.88]
Legal origin (British) —0.4731
[1.60]
Legal origin (Socialist) —0.6034
[1.36]
Constant 1.3100"" 1.7376" 2.2858™"
[8.86] [1.84] [2.06]
Observations 191 177 176
Pseudo R-squared 0.14 0.21 0.30

Table 5 Marginal effects. Muslim on democracy (expansive)

(1) 2) (3)
—0.003"** —0.003™** —0.002"**
[5.84] [4.42] [2.68]

Absolute value of ¢ statistics in brackets

***signiﬁcant at 1%

Log GDP per capita, the regional dummy variables and the legal origin variables do not turn
out to be statistically significant, however. The marginal effects in Table 5 show that when
the Muslim population share increases by one percentage point the probability of being a
democracy decreases by about 0.2% or 0.3%.

The reported effects could be driven or mitigated by idiosyncratic circumstances in in-
dividual countries. For this reason, I tested whether the results are sensitive to the inclu-
sion/exclusion of particular countries. Inferences do not change when excluding an individ-

ual country.
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The results could suffer from omitted variable bias. The association between democracy
and the Muslim share is, however, so pronounced that potential omitted variable bias is very
unlikely to change the inferences.*

4 Conclusion

By employing the new Democracy-Dictatorship variables by Cheibub et al. (2010), I have
reinvestigated how the presence of Islam affects democracy. The findings confirm the con-
clusion of Rowley and Smith (2009) that the greater the share of Muslims in a population,
the smaller the likelihood that a country will have democratic institutions.

A large Muslim population share, apart from having a direct negative influence on human
development and economic performance thus also gives rise to a reinforcing indirect effect
working through the political institutions.’ Democratic institutions provide political and eco-
nomic freedom, which are foundations for economic development. By compromising these
democratic institutions, countries with Muslim majorities tend to have relatively low living
standards. To be sure, Muslim societies may willingly choose their non-democratic institu-
tions and the corresponding living standards. However, the non-Muslim population living
in democracies may confront the end of democracy and also the end of accompanying high
incomes if there is sufficient demographic change.
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