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What do we understand by institutions in Economics? 

Definition: In economics, institutions refer to the set of 

rules, norms, and organizations that guide economic 

behavior in a society. These institutions establish the 

"rules of the game" within which economic activities take 

place, influencing how individuals and organizations 

interact and make decisions. 

They can be categorized into formal institutions, such as 

laws, regulations, and organizations like banks and 

government agencies, and informal institutions, which 

include cultural norms, social practices, and community 

expectations

A DEFINITION
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Institutions – why they matter: 

‘The central issue of economic history and of 

economic development is to account for the 

evolution of political and economic institutions that 

create an economic environment that induces 

increasing productivity.’

Why do they matter: 

- Establishing and protecting (or not) property rights. 

- Facilitating (or hindering) transactions. 

- Promoting (or impeding) Economic Cooperation. 

DOUGLASS NORTH – NOBEL PRICE 1993
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A revision of important papers on institutions that we have already seen in class

- Nunn (2008 – QJE), The long-term effects of Africa’s slave trades: areas where more people were enslaved (richer at the 

time) during the slave trade are poorer by the year 2000 + ethnic divisions – state centralization (curses 2).  

- Acemoglu, Johnson and Robinson (2001 - AER), The colonial origins of comparative development: an empirical investigation. 

Colonization, settler mortality, extractive or inclusive institutions and GDP today (lecture 1 – Introduction). 

- Ali et al (EJ – 2019), Britain’s divide-and-rule and decentralized power strategies: more ethnic identity (and rivalries), 

weaker norms against tax evasion, more corruption and crime, stronger traditional chiefs (as compared to French col.). 

- Banerjee and Iyer (2005 – AER), History, Institutions and Economic Performance: The Legacy of Colonial Land Tenure 

Systems in India: the different land tenure systems (landlord vs. non-landlord based) imposed by the British during the 

colonization period determine important economic outcomes today (presented by group 7 and discussed by group 8).

Empirical evidence that institutions matter for economic development + insights on how. 

DOUGLASS NORTH – NOBEL PRICE 1993
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Feyrer and Sacerdote 2009 (ReStat) - 1
WAS EUROPEAN COLONIZATION GOOD FOR DEVELOPMENT?
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- Was European colonization good for 

development?

- Use a database of islands throughout the 

Atlantic, Pacific and Indian Oceans.

- Why?



Feyrer and Sacerdote 2009 - 2
WAS EUROPEAN COLONIZATION GOOD FOR DEVELOPMENT?

DEVELOPMENT ECONOMICS| INSTITUTIONS

- Instrument for length of colonization using variation in prevailing wind patterns.

- Authors argue that wind speed and direction had a significant effect on historical colonial rule but do 

not have a direct effect on GDP today. 

- Are these good assumptions?



Feyrer and Sacerdote 2009 - 3
WAS EUROPEAN COLONIZATION GOOD FOR DEVELOPMENT?
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Feyrer and Sacerdote 2009 -4
WAS EUROPEAN COLONIZATION GOOD FOR DEVELOPMENT?

DEVELOPMENT ECONOMICS| INSTITUTIONS



Feyrer and Sacerdote 2009 – 5 results
WAS EUROPEAN COLONIZATION GOOD FOR DEVELOPMENT?
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- A robust positive relationship (arguably causal) between the number of years spent as an European 

colony and current GDP per capita (conditional on being colonized).

- Years as a colony after 1700 are more beneficial than earlier years.

- Years under US, British, French and Dutch rule having more beneficial effects than Spanish or 

Portuguese rule.

- Main potential problem with this study? 



Feyrer and Sacerdote 2009 – 6
WAS EUROPEAN COLONIZATION GOOD FOR DEVELOPMENT?

DEVELOPMENT ECONOMICS| INSTITUTIONS

Larger islands have lower GDP per capita and (other table) more centuries as colonies



Jones and Olken (2005 – QJE) - 1
DO LEADERS MATTER?
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- What is the effect of the death of a leader while 

in office on economic growth?

- The Great Man view (John Keegan) vs 

deterministic historical interpretations (Hegel, 

Marx, Tolstoi). 



Jones and Olken (2005 – QJE) - 2
DO LEADERS MATTER?
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- Identification: Natural Experiment

- Focus attention on cases where the leader’s rule 

ended at death due to either natural causes or an 

accident: 57 “random” leader transitions.

- Used all national leaders worldwide in the post World 

War II period, from 1945 to 2000, for whom growth 

data was available in the Penn World Tables.



Jones and Olken (2005 – QJE) - 3
DO LEADERS MATTER?
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Jones and Olken (2005 – QJE) - 5
RESULTS
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- Effects of individual leaders in autocratic settings 

where there are fewer constraints on a leader’s power

- Robust evidence that leaders matter for growth: 

annual growth rates rising by as much as 3 

percentage points following the deaths of highly 

autocratic leaders. 

- Impact on GDP growth through: 

- Changes in monetary and fiscal policy. 

- Changes in institutions: increases in democracy. 

- Small increases in democracy and positive 

impact on growth. 

- Full transitions to democracy and negative 

impact on growth. 



Institutions – what have we learnt?
RESULTS
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- Institutions are highly persistent over time and important for economic development – North, property rights 

protection, Banerjee and Iyer and land tenure regimes in India. 

- Slave trade and extractive institutions imposed by colonization harmful for development. 

- Different “colonization”, lengths, countries and period, result in different outcomes. 

- Leaders are also important. 



Topic 5.2: Democracy
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A Greek word: demos (the people) kratos (rule), i.e. The People Rule



A huge variability within the term
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The Economist Intelligence Unit: the 2024 Democracy Index mapGEOGRAPHICALLY



Evolution of political regimes over time
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http://www.systemicpeace.org/polity/polity4x.htm

Global trends in political systems, 1800-2018, Polity IV

Population

https://ourworldindata.org/grapher/people-living-in-democracies-autocracies

http://www.systemicpeace.org/polity/polity4x.htm


Support for Democracy in Africa
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- On average across 39 countries, support for democracy remains robust: Two-thirds (66%) of Africans say they prefer 

democracy to any other system of government. 59% to 52% in LA, very heterogeneous in Asia. 

- But support for democracy has declined by 7 percentage points over the past decade, including by 29 points in South Africa 

and 23 points in Mali.

- Opposition to military rule has weakened by 11 points, most dramatically in Mali and Burkina Faso (by 40 and 36 points, 

respectively).

- More than half of Africans (53% across 39 countries) are willing to accept a military takeover if elected leaders “abuse power 

for their own ends.”

- Growing majorities call for government accountability and the rule of law, and support for other democratic norms

has held steady over the past decade, including presidential accountability to Parliament, multiparty competition, 

presidential term limits, and media freedom.

- But support for elections has dropped by 8 percentage points across 30 countries, though a large majority still consider it the 

best method for choosing their leaders.

African insights 2024: Democracy at risk – the people’s perspective

https://www.afrobarometer.org/feature/flagship-report/


Some theory: one voter
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Some theory: two voters
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Some theory: the people
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Some theory: a policy
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Some theory: an election – the rule of the people
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Some theory: an election – a policy for the median voter
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Some theory: the median voter theorem
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- Suppose an odd number of voters with single-peaked preferences (decreasing utility as policy 

moves away from the peak): then the median voter’s most preferred level of the policy always wins 

in direct democracy with an open agenda.

- Meaning: Democracy yields balanced policy outcomes (arguably pro-poor/growth-enhancing?)

Two big assumptions:

1. Elections express the will of the people.

i.e., elections are well-run.

2. People vote for policies and politicians commit to implement those policies.

i.e., there is policy accountability.

Implicit: pluralism – there are political options willing to implement those policies. Good 

information and competition.



Why did the West Extend the Franchise? Democracy, Inequality and Growth in 
Historical Perspective – Acemoglu and Robinson 2000
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Many interesting political economy theoretical papers not covered here – ask me if interested.

Eg. Acemoglu and Robinson’s Model of Political Transition (QJE 2000, AER 2001, APSR 2006).   



Topic 5.2.1: Elections
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Elections: not well-run in many contexts
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Typical electoral problems:

1. Clientelism – Wantchekon 2003, Benin: 

- Clientelism works! Less for women and cosmopolitan districts and those 

more informed. 

2. Vote-buying;

3. Violence/Intimidation;

4. Ballot fraud.

‘In many of the newly democratic, low-income countries, the only 

aspect of democracy that has been introduced is elections. There are 

neither checks and balances upon the use of power nor effective 

regulations to conduct the election itself” Vicente and Collier (2014). 



Vote buying
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Vote-buying makes little sense under secret voting; two questions:

1. Does it really change voter behavior?

2. If yes, how does it happen? Possible explanations: 

- Turnout buying, 

- Mechanical enforcement (photos, paper substitution), 

- Reciprocity. 



Vote buying: Vicente (2013 - EJ) - 1
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Vicente (2014) run an RCT in Sao Tome and Principe based on:

A voter education campaign against vote buying, including door-to-door leaflet distribution and 

discussion. 40 enumeration areas, randomly. 1034 respondents to interview.

It included a legalistic component (vote-buying is illegal) and a pragmatic component (accept the 

money but vote according to your conscience).

Measurement at the household level for perceptions of vote buying and voting behavior, as well as at 

the location level (actual electoral results) for voting behavior.



Vote buying: Vicente (2013) - 2
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Vote buying: Vicente (2013) - 3
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Vote buying: Vicente (2013) - 4
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Main results are:

The campaign decreased the perceived influence of cash offers on voting (more voting in conscience).

Small effect on vote-buying frequency.

Voter turnout decreased.

The score of the challenger decreased and the score of the incumbent increased.

Main implications: despite likely substitution between vote-buying and public-good provision, vote-buying 

increases participation and competition!



Electoral Violence
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- For low levels of development democracy considerably increases 

proneness to civil confict (Collier and Rohner 2008): political intimidation 

and violence during times of election. 

- Studying electoral violence and ways to counter it => improving electoral 

conduct and increasing political accountability. 



Electoral violence: Collier and Vicente (2014 - EJ) - 1
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An RCT in Nigeria, 2007 elections (300 people killed in 2 

days) based on:

A campaign against political violence by NGO ActionAid 

International Nigeria, empowering citizens. 

Research questions:

Can an NGO-conducted campaign against electoral violence 

help in undermining this phenomenon? By giving a sense of 

security? By increasing voter turnout?

Does it lead to a decrease in violence?

Who are the candidates that are perceived as violent?



Electoral violence: Collier and Vicente (2014 - EJ) - 2
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Main message, crucially uniform countrywide:

‘NO TO ELECTION VIOLENCE’, ‘Vote Against Violent Politicians’.

- Appealed to vote against “violent politicians”. 

Means:

Distribution of materials targeted primarily at surveyed households:

T-shirts, Caps, Hijabs;

Posters, Stickers, Leaflets.

Road shows (using jingles in Yoruba, Hausa, Pidgin English).

At least one Community Meeting at each location.

At least one Popular Theatre representation at each location (same 

script used in all).



Electoral violence: Collier and Vicente (2014 - EJ) - 3
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TOWN MEETINGS AND POPULAR THEATRES



Electoral violence: Collier and Vicente (2014 - EJ) - 4
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DISTRIBUTION OF MATERIALS AND ROADSHOWS



Electoral violence: Collier and Vicente (2014 - EJ) - 5
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ELECTORAL VIOLENCE CAN BE COUNTERACTED

Main findings:

Perceived security increased (measured through survey questions); empowerment against electoral violence also 

increased (measured through survey questions and a behavioral activity).

Voter turnout increased (by 11 pp).

Voting for the incumbent increased; suggestive that smaller groups are related to the violence.

Actual violence decreased (by 47%), as reported by local journalists => the campaign was able to influence the behavior 

of violent politicians.



Electoral violence: Collier and Vicente (2014 - EJ) - 5
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ELECTORAL VIOLENCE CAN BE COUNTERACTED



Electoral violence: Collier and Vicente (2014 - EJ) - 6
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ELECTORAL VIOLENCE CAN BE COUNTERACTED



Ballot fraud
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- Electoral observers have been tasked with preventing ballot fraud; note recent innovations such as parallel vote tabulations.

- Some quasi-experimental studies and RCTs have found that incumbents (most likely to commit fraud) are harmed by the 

presence of observers (e.g., Hyde, 2007).

- These effects are typically granted through a decrease in voter turnout, which is indicative of a reduction in ballot stuffing.

- Some studies document relocation of ballot fraud to neighboring locations (Ichino and Schundeln, 2012).

- When comparing domestic and international observers, the former seem to be more effective, possibly due to geographical 

selection (electoral tourism effect; Leeffers and Vicente, 2019).



Ballot fraud: Aker, Collier and Vicente (2017 –ReStat) - 1
DEVELOPMENT ECONOMICS| DEMOCRACY

- Field experiment around the 2009 election in Mozambique, including 160 locations in four provinces, testing impacts of 

three :

- An SMS hotline for reporting and disseminating electoral problems – to be shared by the media and other individuals.

http://www.verdade.co.mz/eleicoes2009/

- Civic education treatment: Information SMS about the election.

- Distribution of a free newspaper (previously distributed only in the capital), which included a hotline.

https://www.youtube.com/watch?v=UyMozYTg3tc

IS INFORMATION POWER? USING MOBILE PHONES AND FREE NEWSPAPERS DURING AN ELECTION INMOZAMBIQUE



Ballot fraud: Aker, Collier and Vicente (2017 –ReStat) - 2
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INTERVENTION MATERIALS AND FIELDWORK



Ballot fraud: Aker, Collier and Vicente (2017 –ReStat) - 2
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FINDINGS

- All interventions increased electoral participation, with different perceptions about the quality of the electoral procedure.

- Only the newspaper increased accountability (behavioral measure – sending open letter –sms- to newly elected official 

proposing policy priorities) and decreased electoral problems – measures at polling stations, 4 sources of data.



Topic 5.2.2: Accountability
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Policy Accountability: the really big challenge. Ferraz and Finan (2008, 2011)
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Interestingly, we do not have so much convincing (causal) evidence of the full cycle of policy accountability 

through elections, which is fundamental to our understanding of democracy.

Ferraz and Finan (2008, 2011) study the case of Brazil, where government audits allowed measuring corruption 

at the municipality level.

First paper analyzes the effect of publicly releasing information about corruption before/after the 2004 elections 

on electoral outcomes.

Main result is that the release of the audit outcomes had a significant impact on incumbents’ electoral 

performance, and that these effects were more pronounced where local radio was present.



Policy Accountability: the really big challenge. Ferraz and Finan (2008) - 1
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Interestingly, we do not have so much convincing (causal) evidence of the full cycle of policy accountability 

through elections, which is fundamental to our understanding of democracy.

Ferraz and Finan (2008, 2011) study the case of Brazil, where a corruption program randomly audits municipal 

governments, making the findings public, allowed measuring corruption at the municipality level.

First paper analyzes the effect of publicly releasing information about corruption before/after the 2004 elections 

on electoral outcomes.

Main result is that the release of the audit outcomes had a significant impact on incumbents’ electoral 

performance, and that these effects were more pronounced where local radio was present.



Policy Accountability: the really big challenge. Ferraz and Finan (2008) - 1
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Policy Accountability: the really big challenge. Ferraz and Finan (2008) - 1
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Ferraz and Finan (2011) - 1
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The second paper (Ferraz and Finan, 2011) tests whether electoral accountability affects the corruption 

practices of incumbent politicians.

The study finds significantly less corruption in municipalities where mayors can get re-elected; mayors with re-

election incentives misappropriate 27 percent fewer resources than mayors without re-election incentives.

These effects are more pronounced among municipalities where the likelihood of judicial punishment is lower.



Social media, eco chamber and political accountability
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- Social psychology, tribalism in politics: framing, endorsement, in-group vs. out-

group and political opinions. 

- Levy 2021 (AER): random exposure to counter-attitudinal news decrease 

negative attitudes toward the opposing political party – no evidence on political 

opinion. Algorithms may limit exposure to counter-attitudinal news and 

increase polarization.  

- Cinelli et al 2021 (PNAS): technology/platform matters. 100 million pieces of 

content across Gab, Facebook, Reddit and Twitter. Homophilic clusters 

dominate on Facebook and Twitter, over Reddit. 



Thanks for your attention and contributions!
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