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Property Rights
It is common today for scholars to argue that democracies will enjoy higher levels of eco-
nomic growth than dictatorships because democracies are characterized by the rule of law 
and the protection of property rights (North 1990; North and Thomas 1973). According to 
these scholars, democracy places limits on the ability of governments to engage in the arbi-
trary seizure of private property. As a result, democracy encourages investment and, in turn, 
growth. In Chapter 6, one of the arguments for the emergence of democracy—or, at least, 
limited government—focused on the role that democratic institutions can play in providing 
a credible commitment mechanism to asset holders who wish to invest in the economy but 
who worry that the government will later seize their investments. As you’ll recall, we illus-
trated this argument by examining the emergence of limited government in England during 
the seventeenth century. Although the emergence of a democratic form of government in 
England at this time was not originally brought about with the specific intention of promot-
ing economic growth, it does appear to have had precisely this effect. Indeed, the fact that 
England had a limited government in early modern Europe but France did not offers a 
potential explanation for why the English economy grew so much faster during this period 
than the French one. In effect, the causal logic of this “property rights” argument (Figure 9.1) 

A Hypothesized Causal Path between Democracy and 
Economic GrowthFigure 9.1

 

Democracy

Rule of law

Stable property rights

Investment

  Growth


