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Chapter 5
The International Monetary Fund and the Prospects

for Democracy in the Developing World
Stephen Nelson and Geoffrey Wallace

Introduction

Few winners have emerged from the global financial crisis, but the International
Monetary Fund (IMF) is one of them. This is an unexpected victory for the
Fund. In 2005 the economist Barry Eichengreen compared the IMF to a “rudder-
less ship adrift on a sea of liquidity.” By 2007 interest payments on outstanding
loans—the institution’s lifeblood—had all but dried up. The IMF’s Executive
Board announced plans to cut the institution’s staff by 15 percent and to sell a
portion of its gold reserves just to stay solvent. The Fund was moving at an ad-
vanced rate down a path to irrelevance.

Jump ahead to April 2010. The IMF’s resources are once again in high
demand: since the global credit crisis erupted in September 2008, the IMF has
negotiated new standby arrangements' with twenty-one countries, freeing up
slightly more than $50 billion in resources for member countries navigating a
turbulent economic environment. The crisis of 2008—Ilike previous events in
1982 and 1997—tevealed why the world needs a central monetary authority.
Battered by the credit crunch and facing uncertain prospects in the near term,
powerful countries turned inward. Pakistan’s inability to convince the United
States or China to give bilateral loans as President Zardari’s government tee-
tered on the brink of default in November 2008 provided a stark lesson: we can-
not always count on sovereign states with varied political goals to generate solu-
tions to complex global problems. .

The IMF will be on the front lines as many low- and middle-income
countries struggle to emerge from the crisis.” Conditional lending—providing
financial resources in exchange for policy commitments—has been and will
continue to be the institution’s main lever of influence in the developing world.
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tionship. In this chapter we present preliminary evidence that suggests a strong
positive association. Our findings can be briefly summarized: on average, coun-
tries under IMF programs have higher democracy scores than nonborrowers; the
main- continuous measures of democratic quality (Freedom House and Polity
scores) improve as the cumulative number of years spent under IMF lending
arrangements increases; and authoritarian regimes that negotiate many condi-
tional loans face a greater risk of a democratic reversal than autocratic counter-
parts that manage to avoid the IMF. Before presenting this evidence, we sketch
two varieties of causal mechanisms that link the IMF to changes in regime type
and the quality of democracy. We also consider obstacles to drawing valid caus-
al inferences from the patterns we observe in the data. The paper concludes by
reviewing the arguments and evidence and linking the findings to ongoing de-
bates about the role of the IMF in world politics.

The IMF and the Politics of Hard Choices

IMF programs are costly. In exchange for access to financial resources, the IMF
asks for painful, but presumably salutary, policy changes to correct the mis-
guided policies that brought the prospective borrower to the institution’s door-
step. While recent work to measure the extent of conditionality in IMF agree-
ments reveals a surprisingly wide degree of variation (Copelovitch 2010; Gould
2003; 2006; Nelson 2009; Stone 2008) there is an underlying model of the
economy used by the IMF’s staff to generate policy targets. Based largely on
experiences in Mexico and Chile in the late 1940s and early 1950s, an economist
in the IMF’s research department named Jacques Polak proposed a simple eco-
nomic approach that focused on excess domestic demand as the key source of
balance of payments disequilibrium.” The so-called “Polak Model” formed the
intellectual grounding for the conditional lending facilities of the next half cen-

tury.®

aggravated payments crises, and that Mmacroeconomic reforms were not likely to
be sustainable in the absence of deeper reforms.’ By the time the Structural Ad-
justment Fund was established in 1986,' many programs included conditions
related to domestic credit creation, government spending (and sometimes reve-
e creation), foreign borrowing, and exchange restrictions, as well as structural
tonditions for eliminating subsidies, freeing prices of goods, trade liberalization,
and privatization of state-owned enterprises,

For the IMF, targeting the monetary and fiscal sources of excess de-
Mand and structyral policies that distort price signals is simply good textbook
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What conclusions about the prospects for democracy follow from the
evidence that established democratic regimes put the burden of adjustment on
the poor to a greater degree than autocrats? If spending cuts lead to greater eco-
nomic inequality, and inequality is harmful to democracy (Houle 2009), then we
would expect to see measures of democratic quality among established demo-
cracies that seek IMF funding to decline. In the next section we present simple
descriptive statistics to see whether the pattern is present in the data. But what
does the counterintuitive finding that nondemocracies under IMF programs allo-
cate more resources to social programs imply for autocratic survival?

One plausible possibility is that, absent the representative institutions
and fair elections that are the hallmarks of democratic rule, nondemocratic gov-
emments lack legitimacy and, consequently, rest on wobbly foundations. Going
to the IMF involves paying a “sovereignty cost” (Vreeland 2003), since it im-
plies the surrender of economic management to an external authority. In order to
compensate for this cost, perhaps authoritarian leaders under the IMF become
populists: they seek to expand their base of support through selective spending
increases that target wider swathes of the population. The problem for autocrats

is that the pie is shrinking rather than growing, and they are simply shifting the
sizes of the slices. If social spending is increased in the midst of an austerity
program, it means that deep spending cuts have to be applied to other areas of
the national budget. Interestingly, Nooruddin and Simmons report that spending
on the military goes up in democracies and down in autocracies under IMF pro-
grams (2006, 1022-24). Over time, this pattern of spreading the pain of fiscal
adjustment can undermine authoritarian governments® ability to retain power,
since it weakens the coercive apparatus that is responsible for controlling pro-
democracy forces. The mechanism posited here suggests that what makes sense
in the short term for autocrats can actually reduce their ability to stay in power
in the medium term. In this model, authoritarians that spend a significant propor-
tion of time under IMF programs face a higher risk of losing power in a demo-
cratic reversal because the way in which authoritarians prefer to manage the
costs of IMF-imposed austerity saps the coercive power of the state over time.

The IMF as a Strategic Actor

The mechanisms described in the previous section tend to treat the IMF as an
ATM machine (albeit one that has some stringent conditions for withdrawals).
By contrast, there is a large literature on the IMF as a strategic actor driven by
political considerations. This literature has implications for the puzzle of the
IMF-democracy relationship that motivates this paper.

The IMF is not immune from power politics; in fact, there is a built-in
transmission belt for powerful states to shape the Fund’s policies.'! The Execu-
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scribed by Schultz and Weingast (2003), representative institutions enhance the
credibility of commitments made by democracies. If the IMF is a strategic actor,
domestic factors, including democratic institutions and practices, should influ-
ence its treatment of borrowers: the design of programs should reflect the level
of predictable political risk that the IMF takes on when it extends a loan.'® Larg-
er loans with fewer conditions and less rigorous enforcement of those conditions
should help prevent backsliding by democratizing borrowers.
Does the strategic actor model offer plausible mechanisms linking the
IMF to improvements in democracy among the pool of borrowers? Nelson
(2009) suggests an alternative view of the IMF as a purposive actor in world
politics that is relatively unconstrained by systemic pressures and is driven by a
set of economic ideas in a quest to solve difficult problems it confronts. Because
the IMF is unconstrained by systemic pressures, its behavior can only be under-
stood by looking at the ideas that the institution’s staff and management share:
In Nelson’s explanation of decision-making in the Fund, neoliberal economic
ideas shape how the IMF’s staff and management define problems and suggest
solutions, and, perhaps more importantly, how the Fund’s officials navigate the
unpredictable political dynamics that can drive borrowers off course. If the
IMF’s staff could compute the risk of failure in different settings with a reason-
ably high degree of accuracy, then its decisions could be made purely on the
basis of rational calculation. But IMF loans are negotiated in complex, fragile,
and dynamic settings. The Fund has not developed a way to systematically as-
sess the prospects for programs in varying political and institutional environ-
ments among borrowers. So the staff and management fall back on rules of
thumb to make informed guesses about the prospects for success at the outset of
a program. The IMF’s officials have a political affinity for policy teams com-
posed of likeminded officials in borrowing countries. Working with a sample of
503 IMF agreements signed between 1980 and 2000 and a measure of the influ-
ence of neoliberals over economic policymaking in 90 low- and middle-income
countries, Nelson (2009) shows that the IMF’s doles out loans with larger dis-
bursements and fewer (and less rigorously enforced) conditions to governments
in which neoliberals hold the top economic policy posts.'’

Nelson’s findings suggest that the IMF’s political agenda is considera-
bly narrower than fostering democracy. Rather, the IMF fixates on a coterie of
high-level economic policy makers (typically the finance minister and central
_wmar governor). Nelson reports statistical results which reveal that the propor-
tion of neoliberals in control of economic policymaking is higher among demo-
cratic developing countries. Evidence of preferential treatment for democracies
needs to take account of this possible confounding factor.

To summarize, this section has presented a set of plausible mechanisms
through which IMF programs affect democracy in low- and middle-income
Countries. Nooruddin and Simmons’ (2006) work suggests that the repression
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model is too simplistic, since regimes can choose how to distribute the costs of
adjustment. Similarly, Nelson’s (2009) analysis implies that modeling the IMF
as either a tool of U.S. power or as a strategic and sophisticated agent respond-
ing to domestic institutional arrangements which provide information about the
credibility of commitment is flawed. In sum, our review of the various argu-
ments suggests that the most likely avenue through which IMF lending behavior
impacts democracy is the following: autocrats living under IMF programs re-
spond to dual pressures to retain power and to meet fiscal targets by shifting
resources away from the security forces and toward social services that reach a
broader swathe of the population. Over time, this decision erodes the ability of
the state to control the prodemocratic opposition forces, which hastens the re-
gime's demise. In the next section we turn to providing some very simple tests
to see what the data reveal about the relationship.

Evidence

We start with two figures that compare the difference in average democracy
scores when an indicator of the presence of an active IMF program in a country
in year ¢ equals one and when it equals zero. The data span the years between
1970 and 2000; we restrict the sample to non-OECD countries for reasons de-
scribed in note 2. The binary measure of IMF involvement is taken from Vreel-
and (2003). We rely on the two most commonly used continuous indicators

No IMF Agreement

IMF Agreement

— ! / :
0 -1 . i =
Average Polity Score

Figure 5.1 Average Polity Scores Stratified by IMF Involvement.
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Figure 5.2 Average Freedom House Scores Stratified by IMF Involvement.

of democracy, the Polity IV scores (which range from -10 to +10) and a rescaled
_....R&.QE House index, which combines the scores for political rights and civil
liberties and ranges from 0 (least democratic) to 12 (most democratic). The first
two mmcz.u reveal that average democracy scores are better in no:mimm that are
under active IMF lending arrangements. Table 5.1 displays difference of means

Sma»,olrogoc . i i i
= subgroups, which reveal that the differences are highly signifi-

DEMOCRACY | UNDER IMF AGREEMENT?
INDICATOR Yes No T-stat for diff of
Polity -0.52 2.85 “wo.wﬂm ==
— (N=1412) (N=2287) (0.0000)
edom 5.25 3.98 11.17
House (N=1412) (N=2287) | (0.0000)

Table 5.1 Average Democracy Scores Stratified by IMF Involvement, 1970-2000.

In Figures 5.3 and 5.4 we look at
. 5. average democracy scores in
%Mmzﬁ two groups of countries—those under the watchful aww of the EWmH..L
. ::M without an IMF program—plotted over the entire thirty-year period that
our observation window. The figures reveal that, on average, the Polity
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Figure 5.3 Average Annual Polity Scores Stratified by IMF Involvement, 1970-2000.
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Figure 5.4 Average Annu
2000.
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What drives the differences we observe in average democracy scores between
IMF and non-IMF cases? Do scores improve when well-established democracies
negotiate loan agreements or is the effect limited to changes in autocratic re-
gimes, as suggested by the mechanism outlined in the previous section? To get a
handle on this question we looked at average democracy scores for IMF and
non-IMF observations in two subsamples: a pool of countries that meet Prze-
worski et al’s (2000) minimal definition of democracy and a pool of autocratic
regimes. Figures 5.5 through 5.8 demonstrate the differences in mean Polity and
Freedom House scores among the democracy-only subsample and the autocra-
cy-only subsample. Among democratic regimes, going to the IMF does not ap-
pear to make much difference in the quality of democracy. But there is an ap-
parently positive relationship in the pool of autocracies: both the Polity and
Freedom House scores improve, on average, by about one point for countries
under IMF programs. Significant t-statistics (# = 4.35 for the difference in aver-
age Polity scores among the nondemocratic sample and # = 7.97 when Freedom
House is used to measure democratic quality) show that the difference cannot be
rejected as random noise in the data.

No IMF Agreement

IMF Agreement

0 2 4 8 g
Average Polity Score

L

Figure 5.5 Average Polity Scores Stratified by IMF Involvement (Democratic Sample).
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No IMF Agreement
IMF Agreement
2 4 5
0 Average Polity Score
Figure 5.6 Average Polity Scores Stratified by IMF Involvement (Autocratic Sample).
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T ]
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Figure 5.7 Average Freedom House Scores Stratified by IMF Involvement (Demo

Sample).
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IMF Agreement

T - r
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Average Freedom House Score

En:w»m.w><oqwmom.32_o.:=o=mom8_.ommHBmmna_uv;nga.o_ﬁEoE 3:82»&8
Only Sample). -

Our preferred mechanism suggests that the longer autocratic govern-
ments live with IMF-enforced austerity, the better the prospects are for a demo-
cratic transition. Figures 5.9 and 5.10 present a different cut at the data. We con-
struct an indicator of the intensity of IMF involvement by counting the
cumulative number of years spent under active conditional lending programs
between 1970 and 2000." We then take the average democracy score for each
year of involvement across our sample of low- and middle-income countries,
The two figures display a striking pattern: as the number of years that a country
spends under IMF programs increases, the average democracy scores improves.
The size of the difference is impressive. For example, the average Polity score
for the 3,407 country-year observations that lie between zero and fifteen years
under IMF agreements is -2.38; that increases by four points (to 2.58) when Pol-
ity is averaged over all the couniry-year observations when the cumulative IMF
mvolvement indicator is greater than fifteen.

Our final piece of evidence is drawn from data on democratic transi-
tions. We use Svolik’s (2008) data on the timing of democratic reversals (see
Appendix for a complete list) to generate Kaplan-Meier survivor functions for
all autocratic regimes in low- and middle-income countries between 1970 and
2000. The figures illustrate the proportion of autocracies that “failed” (became
democracies) as time (measured in days) passed. Figure 5.11 displays survivor
functions stratified by the presence or absence of the IMF,
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of transitioning toward democracy (Ray 2003, 4-5). Other scholars in this vo-
lume show a similar concem for this problem, such as the impact of additional
factors on the role of foreign aid, or the prevalence of NGOs, and subsequent
democratization (see Scott, chapter 2 and Murdie, chapter 7, in this volume).
Our preliminary results indicate a strong association between IMF programs and
democracy, but this is only based on a bivariate analysis between the two va-
riables without taking into account any possible confounding factors. If any of
these unexplored confounders plays a decisive role, then the purported relation-
ship between the IMF and democracy may simply be spurious. The promising
democracy-building role for the IMF would instead be a function of the pre-
existing democratizing predispositions of those countries that turn to the IMF in
the first place rather than any autonomous effects created by the Fund’s activi-
ties.

In many respects the very conditions leading countries to rely on IMF
assistance suggest potentially important differences between borrowing and non-
borrowing countries. In a similar manner to that described in the chapter in this
volume on economic coercion, factors that make it more likely for a country to
be sanctioned in the first place may also affect the democratization process (see
Peksen and Drury, chapter 3 in this volume). Such conditions may in turn have
implications for evaluating the general causes of any subsequent democratic
transition, in particular for the impact of the IMF. Obtaining funds from the IMF
comes with a host of costs ranging from budgetary restrictions to the overhaul of
entire sectors of the economy. Accepting IMF conditionality is far from a popu-
lar decision and for many countries represents the choice of last resort. Prospec-
tive IMF borrowers are often facing a serious macroeconomic crisis at home
involving singularly or in combination balance of payments problems, high le-
vels of inflation, pressures on the exchange rate, and declining terms of trade
(Bird 1996). Countries dealing with such severe economic turmoil look to the
IMF . for help not necessarily because they want to, but because they feel they
have no altemative.

Of course, not all countries in the midst of an economic crisis end up
borrowing from the IMF. Similarly, not all IMF borrowers are experiencing dire
economic straits when they turn to the Fund. Vreeland (2003) suggests that
some reformist governments, in an effort to raise the costs of opposition, may
negotiate with the IMF even when reserves are plentiful and macroeconomic
fundamentals are sound, but this appears to be the exception rather than the
rule.” Most countries relying on the IMF are facing a severe economic crisis
that has been brewing for some time. Understanding the prior conditions leading
Countries to enter into IMF agreements is relevant for evaluating the IMF-
democracy relationship because economic crises, in particular, and economic
factors more generally, are generally thought to play a major role in the stability
of regimes. Scholars have pointed to a variety reasons why economic crises may
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The IMF and Borrowing Countries: A Mutually Selective Re-
lationship

The probability that borrowing and nonbormrowing countries may differ
in significant ways reflects a broader concem that countries are not randomly
assigned to IMF programs. Countries select themselves into the group of IMF
borrowers and this may have consequences for determining the causes of any
subsequent outcomes. Even though many borrowers face economic difficulties,
they are nevertheless making a strategic decision to apply to the IMF for help.
Likewise, the IMF also acts strategically when deciding whether or not to en-
gage an applicant, since it is under no obligation to provide lending to all pros-
pective borrowers. As in the case of confounding factors, the chapters by several
of the other contributors to this volume demonstrate that selection effects are a
serious concern for studies of democracy promotion (e.g., Scott, chapter 2; Pek-
sen and Drury, chapter 3; Murdie, chapter 7 in this volume).

A mutual selection effect is evident whereby the consent of the IMF
and borrowing countries is necessary for an agreement to occur. As many scho-
lars have noted, the conditions by which countries join an international agree-
ment, whether it be an alliance, treaty, or IMF loan, fundamentally affects their
future conduct separate from their actual commitment to the agreement
(Simmons 1998). Without taking into account the selection dynamics leading a
state to join the agreement, we may mistakenly infer that the agreement is hav-
ing an independent effect on subsequent state conduct. This issue is particularly
salient with questions concerning the IMF. Past research shows that taking into
account the process by which states commit to Article VIII of the IMF Articles
of Agreement, which deals with controls on the current account, reduces the
purported constraining effect of the treaty on later decisions by states on whether
or not to impose current account restrictions (von Stein 2005).% If selection ef-
fects influence the economic consequences of the IMF for borrowing countries,
then they may potentially shape any political changes as well.

The problems of selection effects are likely even more serious when in-
vestigating the relationship between the IMF and democracy. Commitment to
Article VIII remains a unilateral decision on the part of member states since they
either decide to join or abstain, while in the case of IMF lending both the candi-
date borrower and the IMF may be strategic actors. A similar dual selection dy-
Damic is evident in other democracy-related processes, such as the joint decision
for a sender to impose economic sanctions and the target to refuse to back down,
or the relationship between the European Union and prospective members (Pek-
Sen and Drury, chapter 3; Kentmen, chapter 6 in this volume). On the part of the
IMF, the greatest danger to the validity of the observed IMF -democracy link is if



the IMF is strategically choosing to lend money only to countries that are most
likely to democratize. It is unlikely however, that the institution is selecting bor-
rowers solely or even primarily based on their democratizing potential. The
Fund appears to be motivated more by supporting likeminded policy makers in
candidate countries who share its commitment to neoliberal economic ideology
rather than democracy per se (Nelson 2009). Nevertheless, the concern remains
that the process through which the IMF makes its initial decision to offer help to
particular countries rather than others is more important for understanding later
changes in a borrowing country’s domestic politics than any consequences flow-
ing directly from the actual IMF program.

Unmeasured (and potentially unobservable) domestic political condi-
tions, such as “political will,” may also affect which countries seek IMF funding
(Vreeland 2003). Perhaps policy makers who are more reform-minded are more
willing to turn to the IMF and accept the harsh conditionality and other econom-
ic changes that often go along with the institution’s programs. If commitment to
economic reform is correlated with commitment to eventual political reform as
well, then observing participation in IMF programs may simply be a symptom
of a borrowing country’s broader commitment to democratization rather than a
genuine cause of regime change down the road.

Our data do not explicitly take into account selection dynamics, since
we only look at whether or not a country has borrowed from the IMF and the
cumulative number of years a country spends under IMF lending arrangements.
Incorporating evidence regarding the prior decisions by both the IMF and bor-
rowing countries to enter into agreement will provide a better opportunity to
discern the degree to which the IMF has a subsequent meaningful impact on

democracy promotion in the developing world.

Considering Differences in the Effectiveness of IMF Lending

Even if the IMF does have a positive influence on democracy in the de-
veloping world, there are several reasons to believe the effect of the IMF is not
uniform across time or across all countries. IMF lending might be beneficial for
democracy promotion in some cases, but have little effect or even counteracting
tendencies in others.

First, the IMF certainly possesses a set of preferred policy prescriptions
it usually employs, but as noted earlier lending programs can differ substantially
along three dimensions: generosity, conditionality, and enforcement
(Copelovitch 2004; Gould 2006; Nelson 2009; Stone 2008). IMF programs are
clearly not created equal. Agreements requiring more conditions, particularly
those involving wrenching structural changes, could be more likely to under-
mine the coercive apparatus of autocratic regimes and their ability to reward
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doom for borrowers unlucky enough to fall into its grasp. The record of the
Fund in rehabilitating economies in turmoil is certainly far from bright. Across a
wide range of economic and social indicators, the general consensus is that the
IMF has in fact made things worse rather than better for most borrowing coun-
tries (Vreeland 2003). Yet even as the attention of the Fund and its critics in-
creasingly focuses on how to craft better economic policies, the domestic politi-
cal effects of the institution’s activities should not be overlooked. Although the
high times of IMF lending is generally associated with widespread economic
ills, our analysis suggests the recent burst of IMF activity might actually augur
well for democracy in the developing world.

Our research question is straightforward: does the IMF help or hinder
democracy in the developing world? The available evidence indicates more sup-
port for the view that the IMF acts as a facilitator rather than an obstacle to de-
mocracy promotion in borrowing countries. Countries under the IMF record
greater improvements in the quality of democracy than nonborrowers, and this
democratization dynamic only becomes more pronounced the longer a lending
program endures. While the effects are fairly modest for existing democracies,
autocratic governments who turn to the IMF are more likely to experience a
democratic transition than their authoritarian counterparts who avoid entangling
themselves with the Fund. Across a variety of measures and fests, the IMF is
associated with greater levels of democracy in developing countries.

Despite these benefits to domestic politics in developing countries, the
Fund might best be described as an “inadvertent democratizer.” Unlike many
other actors examined in this volume, such as NGOs or liberal-minded foreign
governments, the IMF does not explicitly focus on democracy promotion as one
of its core objectives. For the Fund, in particular, fostering democracy is far
down the list of priorities compared to many other international actors. Demo-
cratization is rather a byproduct of the Fund’s activities, which often impose
severe economic constraints on borrowing countries through conditional lend-
ing. We propose that fiscal austerity and other structural adjustments may be a
bitter economic medicine for borrowers, but provide certain beneficial political
side effects. While other scholars focus on how IMF programs can actually in-
crease a government’s repressive domestic policies (Abouharb and Cingranelli
2009), we are concerned more with identifying the impact of the Fund on the
longer term stability of the ruling regime. IMF programs have the ability to re-
duce the overall coercive power of authoritarian governments over time, as well
as their ability to pay off key supporters. Authoritarian governments might turn
to repression to contain rising dissent, but the resulting IMF-led austerity ap-
Pears to reduce the effectiveness of any repression. Taken together, this can bol-
Ster the domestic opposition and make an eventual transition toward democracy
more likely than in countries that do not experience IMF conditionality.
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than determining whether the IMF either improves or constrains democracy in
borrowing countries, the more appropriate question might be under what condi-
tions is the IMF more or less likely to support democracy building efforts? We
sought to provide a theoretical and empirical first cut at the relationship between
the IMF and democracy that suggests some promising avenues for future re-
search, but much more work remains to be done. Just as the IMF overwhelming-
ly favors the use of conditionality in some form or another, it seems appropriate

that the effect of the Fund on the politics of developing countries is also likely to
be conditional in nature.

Notes

1. The IMF makes a variety of conditional loans available to prospective borrowers,
including the standby arrangement (SBA), the extended fund facility (EFF), and, for the
institution's poorest member states, the poverty reduction and growth facility (PRGF,
formerly known as the enhanced structural adjustment facility (ESAF) and before that
simply the structural adjustment facility.

2. The IMF’s reach may be expanding to the rich industrial countries, as loans to
lceland and negotiations for an imminent loan to Greece attest. But this is a recent inno-
vation: between the late 1970s, when the IMF signed agreements with the UK and lialy,
and 2008, when the financial crisis forced Iceland to turn to the Fund, none of the weal-

thy democracies associated with the Organization for Economic Cooperation and Devel-
opment (OECD) sought IMF support.

3. Recent exceptions include Brown (2009), who test that association between IMF
conditionality and Freedom House’s democracy ratings in twenty-three Latin American
countries between 1998 and 2003; and Hinny and Michaclowa (2009), who test the im-
pact of the IMF’s and World Bank'’s poverty reduction programs on the quality of democ-
racy in eighty countries (1974-2007).

4. On the distributional consequences of devaluation in small, open economies, see
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mid-1980s, most of the staff and management were in agreement that structural reforms
were necessary o restore economic growth. Memorandum to the Executive Board,
SM/01/60, supplement 2, February 16, 2001.
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Appendix

U.oEoe.m:n Transitions
List of transitions and dates are taken from Svolik (2008)

Albania 1992
Argentina 1973, 1983
Bangladesh 1986
Benin 1991

Bolivia 1979, 1982
Brazil 1979

Bulgaria 1990
Burundi 1993

Cape Verde 1991
Central African Republic 1993
Chile 1990

Comoros 1990
Congo-Brazzaville 1992
Cote d’Ivoire 2000
Ecuador 1979

El Salvador 1984
Ghana 1970, 1979, 1993
Grenada 1984
Guatemala 1986
Guinea-Bissau 2000
Guyana 1992

Haiti 1994

Honduras 1982
Hungary 1990
Indonesia 1999
Lesotho 1993
Madagascar 1993
Malawi 1994

Mali 1992

Mexico 2000

Moldova 1996
Mongolia 1990
Z.nvm_ 1991
Nicaragua 1984
Niger 1993, 2000
Nigeria 1979, 1999
__“m_ﬁﬁ 1972, 1988
anama 1990
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Peru 1980, 2000
Philippines 1986

Poland 1989

Romania 1991

Russia 1993

Senegal 2000

Sierra Leone 1996, 1998
South Africa 1994
South Korea 1988

Sri Lanka 1991

Sudan 1986

Suriname 1988, 1991
Taiwan 1996

Thailand 1975, 1983, 1992
Turkey 1983

Uganda 1980

Uruguay 1985

Zambia 1991

Chapter 6
European Union Membership and

Democracy Promotion: The Case of Turkey
Cigdem Kentmen

Introduction

Although early research on democratization suggested that the willingness and
interests of domestic actors and the level of economic development are the most
important factors that explain democratization (Lipset 1960; Schmitter 1996),
later research discounted this argument by demonstrating that external actors
such as the United States, North Atlantic Treaty Organization (NATO), and the
United Nations (UN) also play a determining role in the pace and direction of
transformation processes (Schmitz 2004). The European Union’s (EU) efforts to
encourage democratic consolidation in Greece, Spain, Portugal, and Central and
Eastern European countries (CEECs), in particular, triggered considerable re-
search on the performance of the EU as a promoter of democracy. However, the
analyses demonstrate competing results as the EU’s understanding of democra-
cy, expectations from nonmember and candidate countries, and mechanisms to
promote democracy show variation. Those mixed findings suggest that there is a
need for further investigation into the question of to what extent the EU is able
to foster democracy and respect for human rights abroad.

This chapter focuses on how the EU has shaped Turkey’s democratiza-
tion process. Turkey is an interesting case for several reasons. Turkey is among
the few recent candidate countries that do not have a communist history-—others
being Cyprus and Malta, which already joined the EU in 2004. Turkey has had a
democratic constitution since 1921 (albeit a single party regime until 1945), but
the European Community (EC) and then the EU has been denying its candidacy
Status until 1999 mostly because of weaknesses in Turkish democracy. Thus, the
Turkish case allows us to examine how and to what extent the EU fosters the
Consolidation of democracy, rather than the transition to democracy as in Central
and Eastern European postcommunist candidate countries, in a nonmember
State. Moreover, Turkey’s long history with the EU, which started in 1959 with
Turkey’s application for membership to the European Economic Community
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