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For the institution-builders—past, present, and yet to
come—
who understood that freedom is not a natural resting state
but a structure that must be constructed, maintained,

and, when it fractures, rebuilt.

And for those who defend democratic institutions
in the hours when defence is most costly

and least rewarded.
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Executive Summary

S omething is happening to political freedom that we do not yet fully understand.
Over the past two decades, democratic institutions in every region of the world
have weakened, hollowed out, or collapsed entirely. This much is widely reported.
What has not been widely understood is that the decline may be far harder to reverse
than the optimistic post-Cold War consensus assumed. This book presents evidence
that political freedom behaves less like a pendulum—swinging back after each retreat—
and more like a ball on a landscape of hills and valleys, where rolling past certain

thresholds makes return not merely difficult but statistically improbable.

Political Topology is the product of a two-year research programme at Cambridge
Governance Labs. We assembled a dataset covering 91 countries across 225 years,
from 1800 to 2025, yielding 1,656 country-period observations. Each observation was
scored on three dimensions—Liberty (L), Tyranny (T), and Chaos (C)—constrained to
sum to 100. This deceptively simple framework, which we call the LTC model, allows
us to map every country at every point in time onto a single triangular coordinate
space, a political topology in the literal sense: a landscape with peaks, valleys, basins of
attraction, and thresholds from which recovery becomes vanishingly rare.

48 3.0% 39

Global Mean Liberty Score Recovery Rate Below L=52 Capable Autocracies

4.7yr

Credit Market Lag

Part I: The Framework

The book opens by establishing the theoretical architecture. Chapter 1 introduces the
tristable basin model: the observation, grounded in data, that political systems tend to
cluster around three attractors rather than distributing smoothly along a single
democracy-autocracy continuum. Liberty, Tyranny, and Chaos are not merely labels;
they are gravitational wells in the political landscape. Countries near the centre of each

basin tend to stay there. Countries between basins are unstable, and the direction of



their drift is more predictable than conventional political science typically
acknowledges. Chapter 2 identifies what we call the event horizon—a Liberty threshold,
located empirically at approximately L=52, below which the probability of a country
recovering to full democratic governance in any subsequent decade drops to 3.0
percent. This is not a theoretical conjecture. It is a statistical regularity observed
across two centuries of data. Chapters 3 and 4 detail the eight institutional
mechanisms that drive the descent from Liberty toward Tyranny, and the

methodological foundations of the analysis respectively.

Part II: The Evidence

Part II presents the empirical core. Chapter 5 surveys 225 years of political topology,
showing how the global distribution of countries across the LTC space has shifted over
time—the great expansion of Liberty after 1945, the second wave of democratisation
after 1989, and the steady contraction since approximately 2006 that has now erased
nearly two decades of gains. Chapter 6 documents what we regard as the most
strategically consequential finding in the dataset: the great decoupling of state
capability from political freedom. As of 2025, 39 countries qualify as capable
autocracies—states with high institutional effectiveness, advanced infrastructure, and
growing economies, but with Liberty scores below 35. This number now equals the
count of states that are both free and capable. For the first time in the modern era,
autocracy has achieved parity with democracy as a governance model for delivering
material prosperity. The implications for the ideological competition between open
and closed societies are profound. Chapter 7 maps the atlas of political freedom across
regions, and Chapter 8 provides deep dives into the trajectories of specific regions and

country clusters.

Part III: Markets and Money

Part III turns to the intersection of governance and sovereign credit. Chapter 9 asks
why credit markets have been so poor at pricing the risk of democratic erosion, finding
that bond spreads lag measurable governance decline by an average of 4.7 years. This
delay is not a minor inefficiency; it represents a systematic blind spot in the way
sovereign risk is assessed. Chapter 10 models the strategic interaction among three
players—governments, creditors, and citizens—showing how each can be captured or
sidelined during institutional decay. Chapter 11 identifies four distinct pathways from

democratic decline to sovereign default, and Chapter 12 presents a prototype



sovereign credit model that incorporates governance trajectory alongside

conventional fiscal and macroeconomic indicators.

21 225 1,656

Countries Studied Years of Data Observations

Part IV: The American Case

Part IV applies the full analytical framework to the United States. Chapter 13 examines
the "American exception"—the long-standing assumption, embedded in political
science and market pricing alike, that the United States is structurally immune to the
patterns of democratic erosion observed elsewhere. We test this assumption against
the data and find it wanting. The institutional safeguards that have historically
distinguished the American system—an independent judiciary, a free press,
federalism, a professional civil service—are eroding at rates consistent with early-stage
democratic backsliding in other consolidated democracies. Chapter 14 measures the
velocity of this decline and finds that the United States is moving away from its
historical Liberty baseline faster than any other consolidated democracy in the
dataset. Chapter 15 constructs probability cones for the American trajectory over the
next decade under various policy scenarios, and Chapter 16 stress-tests these findings

against the strongest available counter-arguments.

Part V: The Audit

Part V subjects our own work to the scrutiny we apply to others. Chapter 17 identifies
the findings that survived rigorous stress-testing: the tristable basin structure, the
event horizon threshold, the great decoupling, and the credit market lag. Chapter 18,
with equal candour, details what was refuted or weakened upon closer examination—
including certain overly precise probability estimates and some claims about the
irreversibility of decline that the data ultimately could not support at high confidence.
Chapter 19 presents the recalibrated framework: the model as it stands after
subjecting every claim to adversarial review. Chapter 20 looks forward, identifying the
research agenda that follows from these findings and the policy interventions that the

evidence suggests are most likely to matter.



This is a stress test, not a prediction. Our purpose is to map the terrain,
identify the thresholds, and measure the distances—so that those who wish to
defend democratic institutions can do so with clear eyes and better tools.

A Note on Interpretation

We wish to be explicit about what this book does and does not claim. It does not
predict that any particular country, including the United States, will collapse into
authoritarianism. Probabilistic models describe likelihoods, not certainties. A 3
percent recovery rate means that 3 countries in 100 do recover; it does not mean
recovery is impossible for any given state. What the data does show, with considerable
robustness, is that the terrain of political freedom is not flat. There are hills and
valleys. There are thresholds beyond which the physics of recovery change
dramatically. Ignoring this topography—assuming that democratic norms will reassert
themselves automatically, that institutions will self-correct, that the arc of history
bends reliably toward justice—is not optimism. It is a navigational error, made by

travellers who have not consulted the map.

This book is that map. It is imperfect, as all maps are. Some of its contours will be
revised as new data arrives and as the research community engages with its methods.
But we believe it is substantially more accurate than the flat-earth model of politics
that has governed most democratic complacency for the past three decades. We offer it
in the spirit of informed vigilance—not as counsel of despair, but as equipment for the

work of institutional defence.



How to Read This Book

T his is a long book. It spans mathematics, political history, financial markets, and
case-study analysis across five continents and more than two centuries. Not every
reader will need every chapter, and not every chapter demands the same kind of
attention. We have designed the book to support multiple reading paths, depending on
your time, your interests, and the questions you bring to the material. Below are four
suggested routes through the text, each self-contained, each offering a different depth

of engagement with the research.

Before choosing a path, a word about the book's structure. The twenty chapters are
organised into five parts, each of which builds on the preceding one but can also be
read semi-independently. Part I establishes the theoretical framework—the tristable
basin model, the event horizon concept, and the methodology. Part II presents the
global evidence. Part III explores the financial implications. Part IV applies everything
to the American case. Part V audits the entire project, separating what held up from
what did not. The front matter you are now reading and the back matter that closes the

volume provide orientation and reference.

Each chapter opens with a brief summary box that states, in three to four
sentences, what the chapter argues and what evidence it marshals. If you are reading
selectively, these boxes will help you decide whether a given chapter merits a full
reading or a skim. Cross-references throughout the text point you forward and

backward to related arguments; you need not follow them linearly.

Path 1: The Quick Read (approximately 2 hours)
Route: Executive Summary — Chapter 1 — Chapter 6 = Chapter 13 — Chapter 17

This path is for the reader who needs the core argument and its most important
evidence in a single sitting. The Executive Summary provides the full architecture
in compressed form. Chapter 1 introduces the tristable basin model—the book's
central theoretical contribution. Chapter 6 presents the great decoupling, our
most strategically significant empirical finding. Chapter 13 applies the framework
to the United States, the case that will matter most to the majority of readers.
Chapter 17 tells you what survived our own stress tests. At the end of this path,
you will understand the book's central claims, its strongest evidence, and its

honest assessment of its own limitations. You will not have the full evidentiary



base or the financial analysis, but you will have enough to engage meaningfully

with the argument and to decide whether a deeper reading is warranted.

Path 2: The Policy Reader (approximately 4 hours)

Route: Executive Summary — Part I (Chapters 1-4) — Part IV (Chapters 13-16) —
Chapter 20

This path is designed for policymakers, civil servants, journalists, and anyone
whose primary concern is the health of democratic institutions. Part I gives you
the complete theoretical framework, including the methodology, so you can
evaluate the claims on their merits. Part IV applies the framework to the United
States in granular detail, covering the velocity of decline, scenario projections, and
the counter-arguments that challenge our conclusions. Chapter 20 closes with the
forward-looking agenda: what interventions the evidence suggests might matter,
and what institutional defences have historically proven effective. This path skips
the global evidence chapters and the financial analysis; if time permits, adding
Chapter 6 (the great decoupling) and Chapter 8 (regional deep dives) will

substantially enrich the reading.

Path 3: The Investor (approximately 3 hours)
Route: Executive Summary — Chapter 6 — Part III (Chapters 9-12) — Chapter 16

This path is for sovereign credit analysts, portfolio managers, and anyone who
prices country risk for a living. Chapter 6 establishes the great decoupling—the
divergence of state capability from political freedom—which has direct
implications for how governance should be weighted in credit models. Part III is
the financial heart of the book: the 4.7-year credit market lag, the three-player
game between governments, creditors, and citizens, the four roads to default, and
the prototype sovereign credit model that incorporates governance trajectory.
Chapter 16 provides the stress tests, including the arguments against our
framework that an investor would want to evaluate before adjusting any model.
This path does not require the theoretical chapters in Part I, though readers who
find the credit model compelling may wish to return to Chapters 1 and 2 for the

underlying mechanics.



Path 4: The Full Journey (approximately 8 hours)
Route: Cover to cover

The book was written to be read in sequence, and the full reading experience is,
we believe, the most rewarding. Each part builds on the preceding one. The
theoretical framework in Part I gains force from the evidence in Part II. The
financial analysis in Part III is more compelling once the global patterns have
been established. The American case study in Part IV carries greater weight when
read against the cross-national data. And the audit in Part V—where we turn our
methods on ourselves—is most meaningful for the reader who has followed the
full argument and can judge for themselves what should have survived and what
should not have. This is also the reading that will leave you best equipped to
engage with, critique, or extend the research. We encourage scholars, graduate
students, and dedicated generalists to take this path. The chapters are designed to
be read in one or two sittings per part, with natural resting points at the part

boundaries.

A Note on the Mathematics

The book uses mathematics, but it is not a mathematics book. We have kept formal
notation to a minimum in the main text, relying instead on visual representations—
scatter plots, trajectory maps, probability cones—to convey the quantitative findings.
Readers comfortable with statistics will find that the Technical Appendix provides the
full formal treatment, including regression specifications, robustness checks, and code
references. Readers without a quantitative background should find the main text fully
accessible; the core arguments can be followed without engaging the equations. Where
a formula appears in the main text, it is because the elegance of the mathematics
illuminates the argument in a way that words alone cannot. The constraint L + T + C =
100 is the most important equation in the book, and it requires no mathematics

beyond arithmetic to understand.

On Terminology

A few terms recur throughout the book and are worth defining at the outset. Liberty (L)
refers to the composite score measuring political rights, civil liberties, institutional

constraints on executive power, and the rule of law. Tyranny (T) measures the degree of



centralised authoritarian control, repression, and institutional capture. Chaos (C)
captures state fragility, civil conflict, institutional collapse, and the absence of effective
governance. These three dimensions are constrained to sum to 100 for each country at
each observation point, creating a zero-sum compositional framework. A country that
gains Liberty must lose either Tyranny or Chaos (or some of both); a country that falls
into Chaos does so at the expense of whatever order—free or authoritarian—previously
prevailed. The event horizon refers to the Liberty threshold (approximately L=52) below
which recovery rates drop dramatically. The great decoupling denotes the post-2000
divergence between state capability and political freedom. These terms are defined

more precisely in Chapters 1 and 4.

We have aimed throughout for clarity over jargon. Where we have borrowed
terminology from physics, topology, or dynamical systems, we have done so because
the analogies are precise, not merely decorative. The political landscape genuinely
behaves like a dynamical system with multiple attractors. To describe it otherwise

would be to sacrifice accuracy for false modesty.



The Framework

A New Way to Map Political Systems



CHAPTER ONE

The Tristable Basin

Liberty, Tyranny, Chaos

"The test of a first-rate intelligence is the ability to hold two opposed ideas in mind at the same time
and still retain the ability to function. One should, for example, be able to see that things are hopeless
and yet be determined to make them otherwise."

— F. Scott Fitzgerald, The Crack-Up (1936)

magine a marble on a landscape. Not a flat plane but a terrain of valleys and ridges,

dips and plateaus—a surface shaped by invisible forces that pull the marble toward
certain resting places and push it away from others. Drop the marble anywhere, give it
a nudge, and it will roll. Where it ends up depends not just on the push but on the
shape of the ground beneath it. Some valleys are deep and steep-walled: once the
marble settles, it takes an enormous shove to dislodge it. Others are shallow, barely
more than dimples on the surface, where the slightest tremor sends the marble

skittering toward a deeper basin.

This is the central metaphor of this book. The marble is a country. The landscape is
the political topology—the hidden terrain that shapes where nations settle, how easily
they move, and what happens when they are pushed. For half a century, political

scientists have mapped this terrain as though it had only two valleys: democracy on



one side, dictatorship on the other. Countries shuttled back and forth between them,
and the great intellectual project of comparative politics was to explain the shuttling.
Samuel Huntington charted three "waves" of democratization, each followed by a
reverse wave. Daron Acemoglu and James Robinson built an elegant game-theoretic
model in which elites chose between democracy (with redistribution) and dictatorship
(with repression), and transitions between the two were driven by threats of

revolution.

The two-valley model is intuitive, influential, and wrong—or at least, seriously
incomplete. When we fit the actual data to the landscape, something unexpected

emerges. There are not two valleys. There are three.

Why Three Dimensions, Not Two

Consider two countries, both of which score near zero on any standard freedom index:
Russia and Somalia. Russia in 2025 is a functioning state with a powerful, centralized
apparatus that exercises extensive control over its citizens. The trains run, the borders
are patrolled, the security services are formidable. Somalia in 2025 has virtually no
effective central state at all. Its low freedom score reflects not the presence of
organized oppression but the absence of governance. A one-dimensional freedom
index gives these two countries similar scores, yet their political realities are as
different as night and day. To confuse Russia with Somalia is to confuse a prison with

an abandoned building.

The Political Topology framework resolves this confusion by introducing a third
dimension. Instead of measuring politics along a single axis from "free" to "not free,"

we decompose the governance space into three components:

Liberty (L) measures political freedom and civil liberties: meaningful elections, a free

press, an independent judiciary, protected rights. High Liberty means an open society.

Tyranny (T) measures organized state coercion deployed against citizens: repression,
surveillance, political imprisonment, the systematic concentration of power. High

Tyranny means a controlled society.

Chaos (C) measures state failure and ungoverned space: violence, lawlessness, the
absence of effective governance in any form. High Chaos means an ungoverned

society.

These three components are bound by a simple but powerful constraint:



L+T+C=100

This equation says that at any moment, a country's governance can be decomposed
into these three forces, and they must sum to 100. More of one necessarily means less
of the others. A gain in liberty must come at the expense of tyranny, chaos, or both. The
constraint reduces the three-dimensional space to a two-dimensional simplex—the
ternary diagram familiar from chemistry and geology—on which every country

occupies a unique point at every point in time.

Technical Note: The Ternary Constraint

The L + T + C = 100 constraint is a modelling assumption, not a law of nature. It imposes
the structure that political power is a zero-sum allocation across three modalities. This is
defensible as a first-order approximation—a country that builds democratic institutions
typically does so at the expense of either state coercion or ungoverned space—but it may
not hold perfectly in every case. We adopt it because it imposes discipline on the analysis
(preventing overfitting), creates a geometrically tractable space for visualisation and
computation, and provides a useful simplification that captures the dominant dynamics.
Where it breaks down, we acknowledge the limitation honestly. As we will discuss in
Chapter 4, developing independent measures of all three components—rather than

computing Tyranny as a residual—is a priority for future research.

Now we can see Russia and Somalia clearly. Russia scores approximately L = 13, T =
78, C = 9: low liberty, high state coercion, but a functioning state. Somalia scores
approximately L = 5, T = 22, C = 73: near-zero liberty, modest coercion, and massive
state failure. Finland, the perennial top scorer, sits at L. = 100, T = 0, C = 0. These three
countries occupy entirely different regions of the political landscape, and the ternary

framework captures their differences in a way that no one-dimensional index can.



POLITICAL ECONOMY - INTERACTIVE VISUALIZATION

Political Power Topology: Regime Trajectories, 1995-2030

Ternary phase-space coordinates derived from Freedom House and Fragile States Index
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Figure 1.0. The ternary phase space. Every country at every point in time occupies a unique position within this
triangle, determined by its allocation across Liberty, Tyranny, and Chaos. The three vertices represent the theoretical
extremes: pure liberty, pure tyranny, and pure chaos. No real country occupies a vertex, but the clustering of

observations reveals the three attractor basins that structure the political landscape.

The ternary framework reveals information that existing indices cannot capture.
Consider the distinction between China and Saudi Arabia. Both are firmly autocratic,
with Liberty scores below 15. But their governance profiles differ in important ways.
China scores approximately L = 8, T = 82, C = 10: an extremely high level of organised
state coercion with relatively low chaos. Saudi Arabia scores approximately L = 10, T =
75, C = 15: also deeply autocratic, but with marginally more ungoverned space and
marginally less institutional penetration. These differences matter for investment
decisions, diplomatic strategy, and risk assessment. They matter even more for the
citizens who live under these regimes, because the particular blend of tyranny and
chaos determines the texture of daily life—whether the danger comes from an
omniscient surveillance apparatus or from the arbitrary violence of local power-

holders operating beyond any institutional constraint.
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The ternary framework also captures a distinction that is crucial for understanding
state failure. Afghanistan in 2021, after the Taliban takeover, might be scored at
approximately L. = 3, T = 55, C = 42. Syria in 2015, at the height of the civil war, might
be scored at L. = 2, T = 30, C = 68. Both are catastrophically unfree, but in radically
different ways. Afghanistan under the Taliban is an organised tyranny with significant
ungoverned periphery. Syria during its civil war was a fragmented chaos with multiple
competing centres of coercion. The policy implications are entirely different: in
Afghanistan, the challenge is to create political space within an intact coercive
apparatus; in Syria, the challenge was to establish any functioning governance at all. A
one-dimensional freedom index treats both as "not free" and provides no guidance for

distinguishing between them.

Three Attractor Basins

With the ternary framework in hand, we can return to the landscape metaphor and ask
the question that drives this entire project: how many valleys does the political terrain

actually have?

To answer this, we fitted Gaussian Mixture Models—a standard statistical technique
for identifying distinct clusters in data—to the pooled distribution of liberty scores
across 91 countries and 225 years: 1,656 country-year observations in total. We tested
models with one, two, three, four, and five clusters, and used the Bayesian Information
Criterion (BIC) to determine which number of clusters best explains the data without

overfitting.

The answer was unambiguous. The three-cluster model was decisively preferred,
with a BIC advantage of 193.9 over the two-cluster model and 574.3 over the single-
cluster model. The four-cluster model offered only a marginal, statistically unjustified

improvement. Political regime space is not bistable. It is tristable.

3 193.9 0.96

Attractor Basins ABIC vs. 2 Basins AR(1) Persistence

The three clusters correspond to three distinct attractor basins—three valleys on the

political landscape:
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The Democratic Plateau (L > 80). Centred at a liberty score of approximately 89,
with a narrow standard deviation of about 8 points. This is the basin of consolidated
liberal democracy: Finland, Norway, New Zealand, Canada, and about 31 other
countries reside here. It is not the deepest valley in the landscape—a point whose
implications we will explore shortly—but it is stabilised by institutional redundancy.
Free press, independent courts, competitive elections, and civil society organisations

each independently resist erosion. If one institution weakens, the others compensate.

The Hybrid Trap (L = 20-70). Centred at approximately L = 47, with a wide
standard deviation of about 16 points. This is the basin of competitive
authoritarianism, partial democracy, and political instability. Roughly one-third of all
country-year observations in our dataset fall here—a striking finding that contradicts
the common assumption that the hybrid zone is a small, residual category containing a
handful of ambiguous cases. It is, in fact, as populous as either of the other two basins.
Singapore, Hungary, Mexico, Nigeria, India, and Turkey have all spent significant time
here. The hybrid trap is not a way-station between democracy and dictatorship. It is a
destination.

The Tyranny Well (L < 20). Centred at approximately L. = 11, with a narrow
standard deviation of about 8 points. This is the basin of consolidated autocracy:
China, Russia, Saudi Arabia, North Korea, Iran. It is the deepest valley in the landscape.
Countries that fall here face the highest energy barriers to escape. Without
extraordinary external shocks—war, economic collapse, the death of a dictator—they

rarely leave.

The hybrid zone is not a way-station between democracy and dictatorship. It is
a destination—a distinct attractor with its own gravitational pull, capturing
roughly one-third of all country-year observations in the modern era.

The Hybrid Trap Is Real

This is arguably the single most important finding in the entire project: the hybrid
zone is a genuine attractor basin, not merely a transient middle ground through which
countries pass on their way to one pole or the other. This insight has been articulated
qualitatively by scholars of competitive authoritarianism—most notably Steven

Levitsky and Lucan Way, whose landmark 2010 study demonstrated that competitive
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authoritarian regimes can persist for decades. But it has never been formally
incorporated into the dynamical models that govern our understanding of regime

transitions.

The Gaussian Mixture Model provides the formal vindication. The hybrid cluster is
not an artifact of noisy data or imprecise measurement. It is a statistically distinct
component of the distribution, with its own mean, its own variance, and its own mixing
weight (approximately 34.5% of all observations). The BIC decisively rejects the two-

component model in favour of the three-component model. The hybrid trap is real.

Why does it exist? Because aspiring autocrats have learned that they do not need to
abolish democratic institutions to stay in power. They merely need to hollow them out.
Elections continue, but they are tilted. Courts exist, but they are compliant. Media
operates, but it is constrained. Opposition parties are legal, but they are harassed. The
appearance of democracy provides international legitimacy and domestic pressure
relief; the reality of autocratic control provides security of tenure. It is, as Viktor Orban
famously declared, "illiberal democracy"—a stable equilibrium in which the forms of

freedom persist long after its substance has been drained away.

The Physics of Political Drift

Having established that the political landscape has three basins, we can now ask how
countries move across it. The mathematical framework we use is the Langevin
stochastic differential equation—a model borrowed from physics that describes the
motion of a particle drifting through a potential landscape while being buffeted by

random shocks.
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The Langevin Equation in Plain Language

Think of it this way: at every moment, a country is being pulled in two directions
simultaneously. First, there is a drift—a slow, steady pull toward the nearest basin, like
gravity pulling the marble toward the bottom of a valley. This drift is determined by the
shape of the political landscape: the positions of the attractor basins and the ridgelines
between them. Second, there are shocks—random, unpredictable events like wars,
financial crises, assassinations, pandemics, and elections that push the country in
unexpected directions. The Langevin equation combines both: dL = -V'(L)dt + sigma dW,
where V'(L) is the gravitational pull of the landscape and sigma dW represents the
random shocks. The country's trajectory is the sum of these two forces: determined

partly by structure, partly by chance.

The beauty of the Langevin framework is that it connects the dynamics (how countries
move) to the statics (where countries end up). The stationary distribution—the long-
run pattern of where countries settle—is simply the exponential of the negative
potential landscape. This means we can estimate the potential landscape directly from
the observed distribution of liberty scores, without assuming its shape in advance. We
compute it as V(L) = -log p(L): the negative logarithm of the observed probability
density at each liberty score.
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Skip to content
POLITICAL TOPOLOGY - FRAMEWORK 2 OF 10

Stability Wells

Political systems settle into three attractor basins—not two. The democratic plateau (elevated but fenced), the hybrid trap (shallow but genuine), and the tyranny well (deepest, hardest to escape).
Between them lie ridgelines of maximum volatility where small shocks produce large transitions.

DEMOCRATIC PLATEAU HYBRID TRAP TYRANNY WELL
stay in basin (10yr) stay in basin (10yr) stay in basin (10yr)
1. CLASSIFICATION NOTE: Zone velocities use ending-zone assignment (countries classified by period-end score). Starting: i yields materially different results (e.g., Tyranny Basin: +0.72/yr starting-zone vs -0.64/yr

ending-zone). This sensitivity means zone velocity claims should be interpreted with caution. The "gravitational pull" narrative depends on the classification method chosen.

£ Ls0 To

CRITICAL INSTABILITY
L 52-55 - Criticaj Instability Zone

Ridgeline 1 Ridgeline 2

DEMOCRATIC

Plateau

HYBRID TRAP -18/yr
Shallow Well

TYRANNY
Deepest Well

The Physics: Imagine a marble on this curved surface with three wells. In the democratic plateau (left), the marble sits elevated but fenced by institutional barriers—it takes sustained erosion to push it over the ridgeline. The hybrid trap
(center) is a shallow but genuine attractor—countries like Hungary and the US get caught here, neither fully democratic nor fully authoritarian. The tyranny well (right) is the deepest—once a marble rolls in, escape requires extraordinary
force. The US marble is currently caught in the hybrid trap, with momentum carrying it toward the tyranny well.

DEMOCRATIC PLATEAU HYBRID TRAP TYRANNY SLOPE TYRANNY WELL
L70-100 L20-69 L10-19 L0-9
82% 67 % 78% 98 %
10yr retention genuine attractor toward basin nearly absorbing

THE US POSITION: CAUGHT IN THE HYBRID TRAP
At Score 48 (Feb 2026), the United States is lodged in the hybrid trap—the shallow third attractor basin (L=57) that the previously theorized bistable (now tristable) model missed entirely. The marble has crossed the

critical instability zone and is decelerating at -18 pts/year (2yr window; 10yr: -4.2/yr). The hybrid trap may temporarily slow the descent, but without intervention (elite d i ic shock), carries it
toward the tyranny well floor by 2028-2030.

ENGAGEMENT WITH REGIME TRANSITION LITERATURE

Svolik (2012), The Politics of Authoritarian Rule. Svolik identifies two fund 1 probl that authoritarian rulers must solve to survive: the problem of authoritarian power-sharing (managing threats from insiders

within the ruling coalition) and the problem of authoritarian control (preventing mass mobilization from below). These two problems map directly onto the stability mechanisms that give the tyranny well its extraordinary
depth in the basin model. The 98% ten-year retention of Stage 8 (Totalitarian, L=0-9) and 91% retention of the tyranny basin overall reflect the successful resolution of both Svolik problems: surveillance and atomization

solve the control problem, while networks and coup-proofing solve the pe haring problem. The stability wells framework extends Svolik's analysis by revealing that these mechanisms create not merely
regime persistence but a gravitational attractor—the tyranny well is the deepest basin precisely because the solutions to Svolik's two p are mutually rei; ing. Fear prevents ination (solving control), while
the absence of coordination makes power-sharing among elites the only viable political strategy (solving p haring). This self-rei ing loop is what makes the well deep: each increment of repression increases the

cost of opposition, which further stabilizes the regime, which enables further repression. The formal model captures this as a high gravitational constant (k=0.15), meaning that deviations from the tyranny equilibrium are
rapidly corrected. Svolik's framework explains why k is so high in this basin; the stability wells model shows how high it is and what escape requires.

Levitsky & Way (2010), Competitive Authoritarianism. The hybrid trap—the shallow third basin at L=47 with 67% ten-year retention—is the feature of the stability wells model that most directly validates and extends
Levitsky and Way's scholarship. Before their work, the dominant paradigm (reflected in both Polity and the earlier "transition paradigm" critiqued by Carothers, 2002) treated hybrid regimes as inherently transitional —
way stations on a path toward either democracy or autocracy. Levitsky and Way demonstrated that competitive authoritarian regimes could persist for decades, featuring real but unfair elections, constrained but not
eliminated opposition, and rule by law rather than rule of law. The stability wells model confirms this empirically: the hybrid trap is a genuine attractor basin, not a transitional slope. The GMM identifies a distinct cluster
at p=25.0 (and the broader hybrid zone at L=20-70), and the retention rate of 67% over ten years shows that countries entering this zone tend to stay. However, the model also reveals what Levitsky and Way's qualitative
framework left ambiguous: the hybrid trap is the shallowest of the three basins (k=0.05 vs. k=0.10 for democracy and k=0.15 for tyranny). This means that while it is a genuine attractor, it is less stable than either
endpoint—countries in the hybrid trap are more susceptible to shocks, more likely to transition, and more volatile in their trajectories. The implication is that Levitsky and Way were right that competitive authoritarianism
is a stable regime type, but the stability wells model adds a crucial qualification: it is the least stable of the three equilibria, and its long-term survival depends on the absence of large shocks more than on its own

structural resilience.

Source: Analysis of 91 countries (1972-2025) - Retention = % remaining in same zone after 10 years - Basin depths calibrated to historical transition matrices from Freedom House data - GMM K=3 validates three attractor basins (u=7.3, p=25.0, j=69.2)

Related Articles

Figure 1.1. The political landscape. Local minima represent attractor basins where countries tend to settle. The

depth of each basin indicates its stability: deeper basins are harder to escape. The tyranny well (L = 10) is the
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deepest basin in the system—a sobering finding explored in detail throughout this book.

The resulting landscape reveals something that should give every democrat pause.
The tyranny well is the deepest basin. The democratic plateau is elevated—an
intermediate-depth basin, stabilised by institutional redundancy but not by the raw
topology of the landscape itself. The hybrid trap is the shallowest basin, which is why
countries in this zone exhibit such high volatility: they are perched in a gentle
depression, easily displaced by small perturbations. The implication is stark: in the
absence of sustained institutional investment, the natural resting state of the political

system favours autocracy.

To grasp why this matters, consider what the depth of a basin means in practical
terms. The depth corresponds to the amount of energy—the magnitude and duration of
shocks—required to dislodge a country from its current position. Finland sits in a
basin that is deep enough to absorb substantial perturbations: a severe recession, a
political scandal, even a neighbouring country's invasion of its territory. These shocks
push Finland's marble up the side of the democratic basin, but not over the ridge. The
institutional infrastructure—free press, independent judiciary, strong civil society,
proportional representation, constitutional protections—creates sufficient friction and
self-correction to pull the marble back. North Korea sits in a basin that is deeper still.
No internally generated perturbation—no famine, no defection of elites, no popular
discontent—has yet been sufficient to push its marble over the wall of the tyranny well.
The regime has survived the death of two leaders, economic catastrophe, and

international isolation, precisely because the basin walls are so steep.

The hybrid trap, by contrast, is a shallow bowl. Countries there are in constant
motion, buffeted by elections, coups, economic crises, and external interventions, any
of which can push them toward one of the deeper basins. The standard deviation of the
hybrid cluster (approximately 16 points) is twice that of the other two clusters
(approximately 8 points each), confirming that the hybrid zone is a zone of volatility
rather than stability. This is why the median residence time in the hybrid zone is 7 to
10 years, compared to 35 years for the democratic plateau and 48 years for the tyranny

well. The hybrid trap is a real attractor, but it is a weak one.

The stability of consolidated democracies is not a natural equilibrium but an
engineered one, maintained by the redundancy of institutional checks. The
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tyranny well, not the democratic plateau, is the deepest basin on the political
landscape.

The Stubbornness of Position

One of the most striking features of the data is the sheer persistence of political
regimes. When we estimate a simple autoregressive model—predicting each country's
liberty score from its score in the previous period—the persistence parameter comes
out at beta = 0.96. This means that 96% of a country's current political position is
explained by where it was last period. Only 4% is attributable to all other factors
combined: economic growth, international pressure, leadership changes, popular

mobilisation, everything.

This finding has a dual interpretation. On one hand, it means that democratic
institutions, once established, tend to persist. Finland does not suddenly become an
autocracy; Norway does not wake up one morning under military rule. The weight of
institutional history is enormous, and consolidated democracies can absorb
substantial shocks without collapsing. On the other hand, it means that autocracies
also persist. North Korea has been in the tyranny well for seven decades. China has
been there for even longer. The same institutional inertia that protects democracy also

protects dictatorship.

The persistence parameter also means that the AR(1) model—a model with just
three parameters—dramatically outperforms all stage-based transition models. The
gap is not close: the delta-AIC exceeds 300, well beyond any conventional threshold for
decisive model preference. This suggests that political dynamics are governed
primarily by continuous drift rather than by discrete jumps between categorical states.
Countries do not leap from one basin to another. They slide, gradually and often
imperceptibly, under the combined influence of institutional momentum and

stochastic shocks.
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Finland: The Democratic Plateau

Finland has occupied the democratic plateau for essentially the entire modern
era. Its Liberty score has hovered between 95 and 100 for decades, fluctuating
within a narrow band that reflects minor adjustments in Freedom House's
assessment of press freedom or judicial independence rather than meaningful
changes in the quality of governance. Finland's position illustrates the self-
reinforcing nature of the democratic plateau: independent courts, free media,
competitive multiparty elections, strong civil society organisations, and universal
education create overlapping institutional constraints that resist erosion from
any single direction. If the media is pressured, the courts can intervene. If the
courts are threatened, civil society mobilises. If civil society is constrained, the
press reports on it and the electorate responds. The institutional ecology is

redundant, and that redundancy is the source of stability.

Russia: The Tyranny Well

Russia entered the hybrid zone briefly in the 1990s, with Liberty scores reaching
the mid-40s during the Yeltsin era. But the basin was shallow and the shocks
were violent: economic collapse, oligarchic capture, and the Chechen wars
created the conditions for Vladimir Putin's consolidation of power from 2000
onward. Russia's Liberty score has declined steadily, reaching approximately L =
13 by 2025. It now sits deep in the tyranny well, with all the characteristics that
make escape near-impossible: total media control, a captured judiciary, a
security apparatus loyal to the leader, and a decimated civil society. The Langevin
framework predicts that Russia will remain in the tyranny well for decades
absent an extraordinary exogenous shock—and the historical record confirms
this prediction. Consolidated autocracies have median survival times of

approximately 48 years.
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Turkey: The Hybrid Trap

Turkey is the paradigmatic hybrid-trap country. Its Liberty score has oscillated
between 30 and 65 for decades, never consolidating democratic institutions and
never collapsing into full autocracy. Under Erdogan, Turkey progressed through
several stages of democratic erosion—from media capture and judicial pressure
to legislative subordination—before the failed coup of 2016 provided the pretext
for a dramatic acceleration. By 2025, Turkey sits at approximately L = 18,
approaching the boundary of the tyranny well. Turkey's trajectory illustrates the
volatility of the hybrid zone: small perturbations (a failed coup, a contested
election, an economic crisis) can push a country rapidly toward either basin. As
we will see in Chapter 2, the direction of travel matters as much as the position
itself.

What the Landscape Tells Us

The tristable model changes how we think about several fundamental questions in

comparative politics.

It changes how we think about democratic consolidation. The conventional
wisdom, rooted in Huntington and refined by Przeworski, held that democracies
consolidate above a certain income threshold—that no democracy above $6,000 per
capita GDP had ever collapsed. The tristable model suggests a more nuanced picture:
democratic consolidation is not merely a matter of reaching a threshold but of
climbing above the saddle point that separates the hybrid trap from the democratic
plateau, estimated at approximately L. = 68. Countries above this ridgeline are pulled
upward toward the democratic plateau; countries below it are pulled downward toward
the hybrid trap.

It changes how we think about "waves" of democratisation. Huntington's three
waves are not mysterious macro-historical forces; they are correlated shocks that push
multiple countries over saddle points simultaneously. The post-World War II
settlement, decolonisation, and the collapse of the Soviet Union each created clustered
perturbations that dislodged countries from the tyranny well and pushed them into the
hybrid zone or, in some cases, all the way to the democratic plateau. Reverse waves are
the same phenomenon in the opposite direction: correlated shocks (economic crises,

the rise of authoritarian models) that push countries back down the slope.
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The tristable model offers a more precise account of why the third wave of
democratisation, which began with Portugal's Carnation Revolution in 1974, produced
such uneven results. Of the roughly 40 countries that democratised between 1974 and
2000, approximately one-third consolidated on the democratic plateau (the Central
European states that joined the EU, plus South Korea, Taiwan, and Chile). Another
third stalled in the hybrid trap (many post-Soviet states, several African cases, and
much of Southeast Asia). And the remaining third either slid back into the tyranny well
(Belarus, Central Asia) or oscillated between the hybrid trap and lower positions. The
tristable model explains this dispersion: the third wave provided correlated shocks of
sufficient magnitude to dislodge countries from the tyranny well, but not all of those
shocks were sufficient to push countries all the way over the L = 68 saddle point onto
the democratic plateau. Countries that received sustained external support (EU
accession candidates) crossed the threshold. Countries that did not (most post-Soviet

states outside the Baltics) settled into the hybrid trap, where many remain.

The model also explains a puzzle that has vexed democratisation scholars: why do
some authoritarian regimes survive for decades despite economic development,
urbanisation, and expanding education—all factors that modernisation theory
predicted would drive democratisation? The answer is that these factors reduce the
depth of the tyranny well but do not necessarily create a strong enough perturbation to
push the marble over the barrier. China is the paradigmatic case: three decades of
extraordinary economic growth have not produced democratisation, because the
economic growth has occurred within a regime that has simultaneously deepened the
tyranny well through institutional consolidation, surveillance technology, and strategic
cooptation of potential opposition. The marble is in a well that has been engineered to
be self-reinforcing, and economic development alone does not provide the escape

velocity required to breach its walls.

And it changes how we think about the future. The asymmetric basin structure—
with the tyranny well deeper than the democratic plateau—implies that in the long run,
without sustained institutional investment, the distribution of political regimes will tilt
toward autocracy. Democracy is not the natural endpoint of political development. It is,
as we will argue throughout this book, an engineering achievement that requires

constant maintenance.
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Mean First-Passage Times: How Long Does It Take?

The Langevin framework permits us to compute something extraordinarily useful: the
expected time for a country to transition from one basin to another. This is the mean
first-passage time (MFPT), and it depends exponentially on the height of the barrier
between basins. The Kramers formula, derived from the physics of thermally activated
escape over energy barriers, tells us that escape time grows exponentially with barrier
height. Small increases in the barrier produce large increases in the time required to

escape.

This exponential relationship explains several well-known empirical patterns.
Consolidated democracies have a median survival time of approximately 35 years.
Consolidated autocracies survive even longer: approximately 48 years. These long
durations reflect the depth of the two terminal basins—the tyranny well and the
democratic plateau—and the height of the barriers that separate them from the hybrid
zone. The hybrid trap, by contrast, has a much shorter median residence time of 7 to
10 years, reflecting its shallow depth: the barriers on either side are low enough that

stochastic shocks can push countries out relatively quickly.

But "quickly" in which direction? This is the asymmetry that matters most. The
barrier between the hybrid trap and the tyranny well (located at approximately L = 28)
is lower than the barrier between the hybrid trap and the democratic plateau (located
at approximately L. = 68). This means that a country in the hybrid trap is more likely to
fall into the tyranny well than to climb to the democratic plateau. The landscape is
tilted against democracy. The transition from hybrid to tyranny requires less energy—
fewer shocks, less institutional disruption—than the transition from hybrid to

democracy.

The Saddle Points

The two saddle points—the ridgelines separating adjacent basins—are located at
approximately L. = 28 (between tyranny and hybrid) and L = 68 (between hybrid and
democracy). These are the positions of maximum instability, where the slightest
perturbation determines the direction of travel. The asymmetry between the two barrier
heights explains why Huntington's "waves of democratisation" tend to be weaker and
shorter-lived than the "reverse waves" that follow them: climbing the steeper barrier

requires more sustained effort than falling down the gentler slope.
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The Democratic Plateau as Engineered Stability

Perhaps the most profound implication of the tristable model is what it reveals about
the nature of democratic stability. The democratic plateau is not the global minimum
of the potential function. It is an elevated basin—a local minimum, not the deepest
valley. In the absence of institutional reinforcement, the natural resting state of the
system would be the tyranny well. The stability of consolidated democracies is
therefore not a natural equilibrium but an engineered one, maintained by the

redundancy of institutional checks.

This insight has a direct and discomfiting implication: democracy requires
continuous energy input to maintain. It is not a state that, once achieved, persists by
inertia. It is more like a ball balanced on an elevated shelf than a ball settled at the
bottom of a valley. The institutional ecology of democracy—free press, independent
judiciary, competitive elections, civil society, rule of law, separation of powers—creates
a self-reinforcing dynamic, but only so long as a sufficient number of these institutions
remain functional. When enough of them are degraded, the shelf collapses, and the

ball rolls downhill toward the deeper attractor.

As we will see in Part II (Chapters 5 through 8), the countries that have maintained
their positions on the democratic plateau share certain characteristics: institutional
redundancy, a culture of democratic norms, economic development above a threshold
level, and integration into international networks that reinforce democratic
governance. The countries that have slid off the plateau share a different set of
characteristics: concentrated executive power, weakened courts, captured media, and
a degraded civil society. The tristable model provides the mathematical framework for
understanding why the second set of characteristics leads to collapse rather than
recovery: once enough institutional checks have been removed, the remaining checks

cannot compensate, and the positive feedback loop of erosion takes over.

A Note on What "Stability" Means

Before we leave the tristable model and turn to the event horizon, it is worth pausing to
clarify what we mean by "stability" in this context, because the word carries
connotations that can mislead. In the Langevin framework, a "stable" basin is simply
one from which escape is unlikely in the absence of large perturbations. This is a
descriptive statement, not a normative one. The tyranny well is "stable" in the sense

that countries rarely leave it. This does not make it good. The democratic plateau is
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"stable" in the sense that its institutional redundancy resists erosion. This does not

make it permanent.

The distinction matters because one of the most persistent errors in political
commentary is the conflation of stability with desirability. When analysts praise an
authoritarian regime for "providing stability," they are identifying a real feature of the
political landscape—the depth of the tyranny well does indeed resist perturbation—but
they are drawing a normative conclusion that the mathematics do not support. A well-
engineered prison is also stable. The question is not whether a political configuration
resists change but whether it serves the people who live under it. That question—
whether the basins of the political landscape correspond to basins of human
flourishing—is the subject of Part III of this book, where we introduce the Human
Capabilities Index and ask whether the countries in the tyranny well actually deliver
better outcomes for their citizens than the countries in the hybrid trap or on the

democratic plateau.

The preliminary answer, for those who wish to skip ahead, is no. But the
relationship between political freedom and human flourishing is more complex than

either democratic triumphalists or authoritarian apologists would have you believe.

With the landscape mapped and the basins identified, we turn now to the most
consequential feature of the terrain: the point beyond which recovery becomes nearly

impossible.

33



CHAPTER TWO

The Event Horizon

Why Recovery Gets Harder

"The point of no return is not a wall you crash into. It is a line you cross without feeling it, after which
every path leads the same way."

— Adapted from Karl Schwarzschild, on the geometry of spacetime

I n 1915, Karl Schwarzschild, serving on the Russian front during World War I,
solved Einstein's field equations for the gravitational field around a spherical mass.
His solution contained a mathematical singularity at a specific radius—what we now
call the Schwarzschild radius, or the event horizon of a black hole. Inside this
boundary, the escape velocity exceeds the speed of light: nothing that crosses in can
ever cross out. The event horizon is not a physical barrier. It is not a wall or a
membrane. It is a mathematical boundary defined by the topology of spacetime itself.
An astronaut crossing it would notice nothing locally unusual—no flash, no impact, no
visible threshold. Yet the global structure of spacetime ensures that every possible

trajectory from that point forward leads inward, toward the singularity.

We propose that an analogous structure exists in the political landscape. As a
democracy erodes—as its institutions are captured, its norms violated, its press

constrained, its courts packed—it crosses through a critical instability zone beyond
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which the probability of recovery collapses. Like the astrophysical event horizon, this
political threshold is not experienced as a dramatic discontinuity. There is no single
moment when a country "becomes" an autocracy. The erosion is gradual, each step
individually defensible, each new encroachment on liberty explained away as
exceptional or temporary. The formal institutions of democracy may persist for years
after the substance has been drained. But the mathematics of the landscape has
turned against recovery, and the probability of self-correction has fallen from "likely"

to "nearly impossible."

Where the Mathematics Turns

We arrived at the critical threshold through three independent methods, each
exploiting different features of the data. Their convergence on the same narrow range
—Liberty scores of approximately 52 to 55—is the strongest evidence we have for the

existence of a genuine discontinuity in the political landscape.

Method 1: Survival analysis. We computed the proportion of country-year
observations at each liberty score that subsequently recovered to L greater than or
equal to 70 within a 15-year window. The 15-year window was chosen because it
corresponds roughly to a full generation of political leadership and because shorter
windows produce noisier estimates without changing the qualitative conclusion. The
results were dramatic: above L = 55, approximately 82% of observations recovered.
Below L = 55, only 3.0% did. The drop is not gradual. It is a cliff. Between L. =56 and L. =
54—a span of just two points on the hundred-point scale—the recovery rate falls by
more than two-thirds. In statistical terms, this is a phase transition: a small change in
the input variable produces a discontinuous change in the output. The bootstrap 95%
confidence interval for the threshold location, computed from 1,000 resamples, is
[50.8, 56.1], confirming that the discontinuity is not an artifact of a particular sample

split.

Method 2: Markov transition matrices. We estimated the probability of upward
versus downward transitions at each liberty level, constructing a transition matrix in
which each cell gives the probability of moving from one liberty-score decile to
another within a five-year window. Above L = 55, the probability of upward transition
exceeded the probability of downward transition: countries were, on average, more
likely to improve than to deteriorate. Below L = 55, the relationship reversed: countries
were more likely to continue declining than to recover. The reversal point corresponds

to a zero-crossing in what physicists call the "drift function"—the deterministic
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component of the Langevin equation. Above the zero-crossing, the landscape slopes
upward toward the democratic plateau. Below it, the landscape slopes downward
toward the tyranny well. The Markov approach makes fewer parametric assumptions
than the survival analysis and exploits different features of the data, yet it arrives at

the same threshold.

Method 3: Potential function analysis. The empirical potential landscape V(L) = -
log p(L) exhibits an inflection point—a ridgeline separating two basins—at
approximately L. = 52. Above this ridgeline, the "gravitational" pull is upward, toward
the democratic plateau. Below it, the pull is downward, toward the hybrid trap and
ultimately the tyranny well. The potential function approach is the most theoretically
grounded of the three methods, because it connects directly to the Langevin
framework developed in Chapter 1. The ridgeline is the local maximum of the potential
function, and its height determines the energy barrier that a country must overcome to
transition between basins. The estimated barrier height at L = 52 is 0.83 units of
potential (in natural log scale), which the Kramers escape formula translates into a
mean first-passage time of approximately 25 years for a country starting at the bottom
of the hybrid trap. This is consistent with the empirical observation that successful
democratic transitions from the hybrid zone typically require a generation of

sustained effort.

52-55 3.0% 82%

Critical Threshold (L) Recovery Below Recovery Above

The convergence is remarkable. Three methods, making different assumptions,
exploiting different features of the data, all point to the same narrow range. The
bootstrap 95% confidence interval for the threshold location is [50.8, 56.1], and the
recovery rate below the threshold has a bootstrap distribution with median 3.0% and
95% confidence interval [0.7%, 6.0%]. The odds ratio is approximately 27:1—countries
above the threshold are twenty-seven times more likely to recover than countries

below it.
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Three independent methods converge on a critical threshold at L = 52-55.
Above it, 82% of countries recover. Below it, 3%. The odds ratio is 27 to 1. This
is not a statistical curiosity. It is the event horizon of democracy.

The Recovery Cliff

The data reveal what we call a "recovery cliff"—a sharp drop in the probability of
democratic reversal that occurs within a narrow range of liberty scores. The Markov
transition analysis makes this particularly vivid. At Stage 4 (competitive authoritarian,
L = 60-69), the reversal probability is 28%. At Stage 5 (electoral autocracy, L. = 50-59),
it drops to 12%—a 57% proportional decline over a single stage transition. This is the
steepest gradient in the entire sequence, and it corresponds precisely to the event

horizon range identified by the other methods.

Below Stage 5, the probabilities continue to fall, but more gradually: 8% at Stage 6,
4% at Stage 7, 2% at Stage 8. The drama is concentrated in the transition from
"contested but viable" to "effectively irreversible." This is the zone where the
institutional checks that enable self-correction—an independent judiciary, a free press,
competitive elections, civil society organisations—have been sufficiently degraded that
the remaining institutions cannot compensate. It is the point at which the erosion of
any one institution accelerates the erosion of all others, creating a positive feedback

loop that drives the country downward.
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Figure 2.1. The recovery cliff. The probability of democratic recovery (defined as reaching L = 70 within 15 years)
exhibits a sharp discontinuity at L = 52-55, falling from approximately 82% to 3% over a narrow range of liberty

scores.

Direction Matters More Than Position

One of the most important findings from the event horizon analysis is the decisive

rejection of the Markov assumption—the assumption that a country's future depends
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only on its current position, not on how it got there. The data show that direction of
travel carries independent information about future outcomes, and the effect is

enormodus.

Consider two countries, both at a Liberty score of 40—deep in the hybrid zone.
Country A arrived at L. = 40 by declining from L = 60: it was a flawed democracy that
has been sliding for years. Country B arrived at L = 40 by improving from L = 25: it was
a near-autocracy that has been gradually opening. According to the Markov

assumption, both countries face the same odds. But the data tell a very different story.

At Stage 6 (L = 35-49), the path-dependence effect is at its most dramatic.
Countries arriving via decline exhibit net momentum of -77.8%: an overwhelming
tendency toward further autocratisation. Countries arriving via improvement exhibit
net momentum of +25.5%: a moderate tendency toward continued democratisation.
The gap is 103.3 percentage points—statistically significant at the 1% level and

substantively enormous.

Path Dependence at Stage 6

Two countries at the same Liberty score face radically different futures depending on
their trajectory. A declining country at L. = 40 has a 78% probability of continued decline.
An improving country at the same score has a 25% probability of continued
improvement. The "state" of the system is not fully captured by the current Liberty score;
the velocity and direction of change carry independent, consequential information about

future dynamics.

The implication is that the effective event horizon is not a fixed line. It is lower for
countries on an improving trajectory (approximately L. = 35-40) and higher for
countries on a declining trajectory (approximately L. = 55-60). A declining democracy
must be "caught" earlier—at higher Liberty scores—than a simple state-based model
would suggest, because the downward momentum itself degrades the probability of

recovery.

This finding connects to a point that Levitsky and Ziblatt made qualitatively in How
Democracies Die: the erosion of democratic norms creates a self-reinforcing dynamic. In
a declining country, the norms have been actively eroded, the opposition has been
weakened, the media has been captured, and the institutional landscape has been

reshaped to favour incumbents. In an improving country, norms are being rebuilt, civil
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society is strengthening, and institutional reforms are creating new constraints on
executive power. The same Liberty score corresponds to very different institutional

configurations depending on the direction of travel.

The path dependence finding also has implications for how we interpret the event
horizon itself. The critical threshold is not a single line but a band whose effective
location depends on the direction of approach. For a country declining from the
democratic plateau—say, a Hungary that has slid from L = 89 to L. = 55—the effective
event horizon is at approximately L = 55-60. The downward momentum has degraded
the institutional substrate faster than the Liberty score has fallen, because
institutional quality deteriorates nonlinearly: the loss of the third institutional check is
far more consequential than the loss of the first, because each remaining check must
bear a larger share of the total constraint burden. For a country improving from the
hybrid trap—say, a Ghana that has climbed from L = 35 to L. = 55—the effective event
horizon is at approximately L = 35-40. The upward momentum has rebuilt
institutional capacity faster than the Liberty score has risen, because new institutions
benefit from a demonstration effect: each successful reform makes the next reform

more politically feasible and more credible to citizens.

This asymmetry has a direct policy implication that we will return to throughout
the book: it is easier to sustain democratic improvement than to reverse democratic
decline. Once a country begins declining, the window for intervention closes faster
than most observers expect, because the effective threshold is moving upward even as
the country is moving downward. The two trends converge, and the moment of
crossing arrives sooner than a static threshold model would predict. This is why the
cases we discuss in Chapters 5 through 8 emphasise early warning: by the time a
declining democracy is widely recognised as being "in trouble," it has often already

crossed the effective event horizon for its trajectory.

The 2006 Structural Break

There is a further complication, and it is not a reassuring one. The dynamics of the
critical threshold region have changed over time. Our analysis identifies a structural
break circa 2006, after which the recovery prospects for countries in the event horizon

zone deteriorated dramatically.

Before 2006, countries at Stage 5 (L. = 50-59)—the electoral autocracy zone that

contains the event horizon—showed a net recovery momentum of +38%. More
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countries at this stage were improving than declining. After 2006, the momentum
reversed to -23.3%. More countries were declining than improving, and the ones that

were declining were declining faster.

The swing is 61.3 percentage points, and it is statistically significant. It represents a
fundamental change in the global dynamics of democratic recovery—not merely a

cyclical downturn but a structural shift in the political landscape itself.

What caused it? The evidence points to four converging factors. First, authoritarian
learning: aspiring autocrats have become more sophisticated, learning from successful
cases like Russia, Hungary, and Venezuela, and sharing techniques through networks
of authoritarian cooperation. The diffusion of "foreign agent" laws from Russia to over
40 countries since 2012 is one visible manifestation. Second, declining external leverage:
the weakening of Western democratic conditionality, the rise of alternative patrons
(China, Russia, Gulf states), and the erosion of democratic norms within Western
democracies themselves have reduced the effectiveness of international pressure for
democratic recovery. Third, digital authoritarianism: advances in surveillance
technology, social media manipulation, and digital censorship have provided new tools
for regime consolidation that were unavailable before 2006. Fourth, the democratic
recession itself: the generalised weakening of democratic institutions, norms, and
international support structures has created a less favourable environment for

democratic recovery across all cases.

These explanations are not mutually exclusive. The most parsimonious
interpretation is that the structural break reflects their convergence, creating a
qualitatively different global environment for democratic recovery after the mid-
2000s.

The timing is worth examining more closely. The year 2006 does not mark any
single dramatic event; rather, it sits at the inflection point of several slow-moving
trends. China's GDP crossed $2.7 trillion in 2006, making it the world's fourth-largest
economy and providing an alternative economic partner for countries that might
otherwise have been vulnerable to Western democratic conditionality. Russia, flush
with petrodollars from oil prices that had more than tripled since 2002, was entering
its most assertive phase of foreign policy, offering arms, energy subsidies, and political
protection to autocratic allies. The Iraq War, entering its most violent phase in 2006,
had severely damaged the moral authority of the United States as a promoter of

democracy and provided a cautionary tale against externally imposed regime change.
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And the European Union, which had been the most powerful engine of democratic
consolidation through its accession process, completed its massive 2004-2007
enlargement and entered a period of "enlargement fatigue" that reduced its leverage

over remaining candidate countries.

Meanwhile, the technological environment was shifting. Facebook opened to the
general public in September 2006. Twitter launched in July 2006. YouTube had
launched in December 2005. Within five years, these platforms would transform the
information environment in ways that initially seemed to favour democratic
movements—the Arab Spring of 2011 was heralded as a "social media revolution"—but
ultimately proved more useful to authoritarian regimes that learned to weaponise
algorithmic amplification, coordinate troll networks, and use platform data for
surveillance. The structural break of 2006 may therefore mark the beginning of a
transition from an information environment that, on balance, favoured democratic

mobilisation to one that, on balance, favours authoritarian consolidation.

Hungary: Crossing the Event Horizon

Hungary under Viktor Orban is the textbook case of a country crossing the event
horizon. When Fidesz won its two-thirds supermajority in 2010, Hungary's
Liberty score was approximately 89—comfortably on the democratic plateau.
Over the next 15 years, Orban methodically dismantled democratic institutions
in sequence (a process we detail in Chapter 3), and Hungary's score declined to
approximately 52 by 2025. It has crossed the event horizon. The country's
position near the boundary means that recovery is still theoretically possible—
but the mathematics are now working against it. The institutional checks that
would enable self-correction (independent courts, free media, competitive
elections) have been systematically degraded, and the trajectory is downward.
Hungary's case illustrates a crucial point: the event horizon is crossed not in a
single dramatic moment but through years of incremental erosion, each step

individually defensible, cumulatively devastating.
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Poland: Pulling Back from the Edge

Poland provides the most significant counter-example—a country that
approached the event horizon and pulled back. Under PiS rule (2015-2023),
Poland experienced systematic democratic erosion: judicial capture (the
Constitutional Tribunal crisis, the Disciplinary Chamber), media politicisation
(TVP as government propaganda), and partial legislative subordination. By 2023,
Poland's Liberty score had declined to approximately 72—approaching but not
yet crossing the critical threshold. The 2023 election, with its record 74.4%
turnout, brought the opposition to power. The reversal was facilitated by three
factors: external pressure (EU Article 7 proceedings and frozen recovery funds),
opposition coordination (a broad anti-PiS coalition), and the crucial fact that
Poland had not yet reached Stage 5. The reversal is real but incomplete; as of
early 2026, restoring judicial independence remains contested, and the PiS-
aligned president creates institutional friction. Poland's case demonstrates both
that reversal is possible when intervention comes before the event horizon and

that even partial erosion leaves lasting scars.

What Recovery Looks Like

If the event horizon defines where recovery becomes nearly impossible, it is worth
examining the rare cases that defy the odds—the countries that have pulled back from
the brink. The recovery cases share three common features, and their consistency is

striking.

First, external anchor. In 78% of successful reversals at Stage 3 or beyond,
significant external pressure played a decisive role. Most commonly, this took the form
of EU accession conditionality—the lever that helped pull Slovakia back from
Meciarism in 1998, that kept Romania on a democratic trajectory in the late 1990s,
that helped Serbia recover from Milosevic in 2000, and that created the conditions for
Poland's reversal in 2023. NATO membership conditionality has played a similar role
in some cases. The implication is sobering: countries without access to an external
anchor—countries that lack the prospect of EU or NATO membership, that have no
powerful democratic patron conditioning its support on governance reforms—face

substantially lower reversal probabilities at every stage. Our data show that countries
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without external leverage exhibit reversal rates approximately 15 percentage points

lower at each stage than those with such leverage.

Second, opposition coordination. Successful reversals require the formation of broad
opposition coalitions that overcome the ideological fragmentation that authoritarian
incumbents actively cultivate. Divided oppositions lose. United oppositions can win,
even in tilted electoral environments—as the Polish opposition demonstrated in 2023
by assembling a coalition spanning the centre-left to the centre-right. The formation of
such coalitions is itself a collective action problem, and authoritarian regimes invest
heavily in preventing it through selective prosecution of opposition leaders, the co-
optation of potential coalition partners, and the strategic promotion of fringe parties

that fragment the anti-regime vote.

Third, electoral mobilisation. Successful reversals are associated with voter turnout
at least 10 percentage points above the preceding election. The mean differential in
our sample is +12.3 percentage points (p < 0.01). This suggests that the citizens who
can make the difference in a reversal election are those who are normally disengaged—
the marginal voters whose participation requires extraordinary motivation. High
turnout overwhelms the structural advantages that authoritarian incumbents build
into the electoral system. It is harder to steal an election when 75% of the electorate

participates than when 55% does.

The rarity of successful reversals beyond Step 4 reinforces a point that cannot be
made too often: prevention is not merely preferable to cure; it is, in most cases, the
only realistic option. The international community devotes enormous resources to
post-crisis democratic rebuilding—constitutional conventions, election monitoring,
institution-building programmes—while investing comparatively little in early warning
and prevention. The data suggest that this allocation is backwards. A dollar spent on
sustaining judicial independence at Step 2 is worth far more than a hundred dollars
spent on rebuilding it at Step 6, because at Step 2 the institutional substrate still exists
and merely needs support, while at Step 6 it must be reconstructed from scratch in a

hostile political environment.

The Fifteen-Year Recovery Rates

To give the reader a concrete sense of what the data show, consider the 15-year
recovery rates by Liberty score band. Recovery is defined as reaching L greater than or

equal to 80 within 15 years. The numbers are stark. At L. = 90-100, the recovery rate is
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96%—these countries are already on the democratic plateau and almost certainly stay
there. At L = 80-89, it is 84%. At L. = 70-79, it drops to 48%—a coin flip. At L. = 60-69, it
is 23%. At L. = 50-59, it is 7.6%. At L. = 40-49, it is 3.8%. At L = 30-39, it is 2.4%. And

below L = 30, it is effectively zero.

The gradient is clear: the sharpest inflection occurs between the 50-59 band and
the 60-69 band, where the recovery rate triples from 7.6% to 23.1%. This is the event
horizon in tabular form. Above this zone, recovery is improbable but possible. Below it,

recovery is vanishingly rare.
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Time as the Enemy

There is one final dimension to the event horizon that deserves emphasis: the role of

time. Democratic erosion is cumulative. Each year spent below the critical threshold
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makes recovery less likely, not because the Liberty score necessarily declines further,
but because the institutional degradation deepens. A country at L. = 50 in its first year
of decline still has institutional memories, professional civil servants, experienced
independent journalists, and judges who remember what judicial independence felt
like. A country at L. = 50 after a decade of authoritarian rule has none of these. The
human capital of democracy erodes alongside the formal institutions, and it takes

longer to rebuild.

This is why the AR(1) persistence parameter of 0.96 is both reassuring and
terrifying. It is reassuring because it means that established democracies are resistant
to sudden collapse. It is terrifying because it means that once a country has settled into
a lower equilibrium, the same persistence works against recovery. A country that has
spent twenty years in the tyranny well has accumulated twenty years of institutional
memory that favours autocracy, twenty years of cadres who know how to operate
under the current system, twenty years of citizens who have internalised the norms of
un-freedom. The Langevin equation predicts this: the deeper the well, the higher the
barrier to escape, and the exponential dependence of escape time on barrier height
means that each additional year of entrenchment makes the eventual escape

exponentially less likely.

If you are reading this in a country at L. = 60, the mathematics suggest that you have
perhaps five years before the landscape turns against you. If you are at L. = 55, the
window is narrower still—perhaps two or three years before recovery becomes an
improbability rather than a difficulty. And if you have already crossed below L = 52, the
historical evidence is sobering: only 3% of countries in your position have ever

recovered. The odds are not impossible, but they are overwhelming.

The Paradox of Gradual Decline

The event horizon concept helps explain a puzzle that has fascinated observers of
democratic erosion: why don't people notice? When a country's Liberty score drops
from 89 to 85, no citizen experiences the change directly. When it drops from 85 to 78,
political commentators may note a "concerning trend" but rarely sound the alarm.
When it reaches 65, there is vigorous debate about whether the country is "still a
democracy" or has become a "hybrid regime," but the debate itself becomes a signal of
normalisation—the very fact that the question is being asked calmly, in newspaper
columns and academic seminars, indicates that the erosion has been absorbed into

the background texture of political life. By the time the score reaches 52 and the event
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horizon is crossed, the erosion has been ongoing for years, and each individual step

has been explained, rationalised, or dismissed as temporary.

This is the paradox of gradual decline: the very features that make the erosion
survivable in the short run—its incrementalism, its legality, its ambiguity—are what
make it lethal in the long run. A sudden coup triggers immediate resistance. A gradual
erosion triggers adaptation. Citizens adjust their expectations downward. They learn
to self-censor, to avoid political topics, to accommodate the new reality. The press
learns which stories to pursue and which to avoid. Judges learn which rulings are
politically safe and which invite retaliation. The institutional ecology adapts to the new
equilibrium, and each adaptation makes the next step of erosion easier and more

natural.

The Langevin framework captures this dynamic through the concept of "drift
velocity." Near the top of the democratic plateau, the drift is inward—the institutional
ecology actively resists displacement. But as the country approaches the saddle point,
the drift velocity approaches zero: the institutional ecology has been sufficiently
degraded that it no longer actively resists erosion but merely fails to accelerate it. And
below the saddle point, the drift reverses direction: the degraded institutional ecology
now actively pulls the country downward, because each weakened institution makes it
easier to weaken the next one. The event horizon is not the point where decline begins.

It is the point where decline becomes self-sustaining.

How does a country actually cross the event horizon? The erosion follows a pattern
—a sequence so consistent that it can be mapped step by step. That is the subject of the

next chapter.
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CHAPTER THREE

The Eight Steps to Tyranny

How Democracies Die, Step by Step

"First they came for the journalists. We don't know what happened after that."

— Anonymous, widely circulated in Central European media circles

B udapest, April 2010. Viktor Orban's Fidesz party has just won a two-thirds
parliamentary supermajority—the kind of mandate that comes along once in a
generation. Hungarian voters, exhausted by corruption scandals under the ruling
Socialists, have delivered a landslide so overwhelming that it gives Fidesz the power to
rewrite the constitution without a single opposition vote. Orban, a former liberal
activist who has reinvented himself as a national-conservative populist, declares a

"revolution in the polling booth." Within months, the revolution will begin in earnest.

But it will not look like a revolution. There will be no tanks in the streets, no
midnight arrests of opposition leaders, no suspension of the constitution. Instead,
there will be a media council with licensing power over all outlets. A new constitution
adopted by simple party-line vote. Retirement-age rules that conveniently remove
independent judges. Ownership changes that place 90% of media in regime-friendly
hands. Tax regulations that pressure universities into relocation. Registration

requirements that silence civil society organisations. Electoral redistricting that
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ensures structural advantages for incumbents. Each step will be individually legal,
individually defensible, individually explained as an exercise of the democratic

mandate that voters conferred in 2010.
Collectively, they will dismantle Hungarian democracy.

What makes Hungary's story so instructive is not that it is unique but that it is
typical. When we analysed 38 backsliding episodes across 91 countries—from
Venezuela under Chavez to Turkey under Erdogan, from India under Modi to El
Salvador under Bukele—we found that the sequence of institutional capture follows a
remarkably consistent pattern. Democracies do not die randomly. They are dismantled
in a specific order, driven not by conspiratorial design but by the strategic logic of
power consolidation: each institution is attacked in the order that minimises

resistance and maximises control for the subsequent stage.

The sequence is consistent in 84% of the 38 backsliding episodes we analysed. That
statistic deserves unpacking. "Consistent" means that the steps occurred in the order
listed, with no more than one transposition of adjacent steps. Perfect sequential
fidelity—every step in exact order—was observed in 61% of cases. Another 23%
exhibited a single transposition, most commonly the reversal of Steps 2 and 3 (some
regimes capture the judiciary before fully capturing the media, particularly in
countries with strong public broadcasting traditions). In the remaining 16% of cases,
one or more steps were skipped entirely—El Salvador under Bukele being the most

dramatic example, as we discuss below.

The 84% consistency rate is striking because no one planned it this way. There is
no autocrat's manual that prescribes the sequence (though some observers have
noted, only half in jest, that Orban's Hungary increasingly serves as one). The
consistency emerges from the strategic logic of power consolidation: each institution
is attacked in the order that minimises the risk of institutional pushback and
maximises the benefit for subsequent captures. It is, in a sense, a Nash equilibrium of
authoritarian strategy. Any aspiring autocrat who deviates significantly from the
sequence—who, for example, tries to manipulate elections before capturing the
judiciary—faces a higher probability of being checked by the institutional veto points
he has not yet neutralised. The sequence is not a conspiracy; it is a convergent

strategy.
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The Eight Steps

Here are the eight steps, with their mean onset times (measured from the beginning of

the backsliding episode) and the probability of democratic reversal at each stage.

Step 1: Norm Erosion (Year 0 | Reversal Probability: 82%)

It begins not with an assault on institutions but with an assault on norms. The informal
guardrails of democracy—what Levitsky and Ziblatt call "mutual toleration" and
"institutional forbearance"—are violated without consequence. Political opponents are
treated not as legitimate rivals but as enemies of the nation. The executive tests
institutional boundaries, exploiting procedural loopholes, issuing loyalty tests for civil
servants, and attacking the impartiality of non-partisan institutions. The formal
institutional architecture remains intact; what erodes is the willingness to abide by its

spirit.

Step 1 in Practice: Hungary, 2010-2011

Orban declared a '"revolution in the polling booth" and framed political
opponents as enemies of national sovereignty. Forbearance norms collapsed as
Fidesz exploited its supermajority to bypass consultative processes that had been
routine in Hungarian politics. The formal institutions were still functioning, but

the willingness to operate within their spirit had evaporated.

Step 2: Media Capture (Mean Onset: 1.2 years | Reversal: 71%)

The media landscape is captured through ownership consolidation, advertiser
pressure, licensing threats, and state disinformation campaigns. The objective is not
full censorship but the creation of an information environment in which the regime
narrative dominates, critical journalism becomes commercially unviable, and self-
censorship spreads. In the digital age, social media platforms are co-opted through
algorithmic manipulation, troll farms, and selective enforcement of content

moderation.
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Step 2 in Practice: Venezuela, 2003-2007

Hugo Chavez's government progressively squeezed independent media through
regulatory harassment and ownership pressure, culminating in the non-renewal
of RCTV's broadcast licence in 2007—a watershed moment that eliminated the
country's largest independent television network. The pattern was not outright
censorship but the creation of an information ecosystem in which critical voices

were economically unsustainable.

Step 3: Judicial Capture (Mean Onset: 2.4 years [ Reversal: 45%)

This is the decisive step. Courts are packed, expanded, or politically neutralised.
Judicial appointments are politicised. Constitutional review is weakened or
circumvented. Independent judges are removed, transferred, or intimidated. The
judiciary is the last institutional veto point with the formal authority to reverse
executive overreach. Once courts are captured, subsequent erosion becomes,

paradoxically, "legal."

Step 3—judicial capture—is the event horizon of democratic erosion. It is the
moment when the last institutional mechanism capable of reversing executive
overreach is neutralised. Everything that follows becomes dramatically easier,

and dramatically harder to reverse.
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Step 3 in Practice: Poland, 2015-2016

The PiS government's seizure of the Constitutional Tribunal in late 2015—
refusing to seat legally appointed judges and installing party loyalists—was the
critical juncture in Poland's erosion episode. The subsequent creation of a
Disciplinary Chamber for judges and the restructuring of the Supreme Court
followed logically: once the constitutional court could not check the executive, the
subordination of the entire judiciary became merely a matter of time and
political will. That Poland managed to reverse course in 2023 is attributable

precisely to the fact that this process was not yet complete.

Step 4: Legislative Subordination (Mean Onset: 3.8 years [ Reversal: 28%)

The legislature becomes a rubber stamp. Opposition is marginalised through
procedural manipulation, prosecution of opposition leaders, or disqualification of
opposition parties. Supermajorities enable constitutional changes without meaningful
deliberation. Legislative oversight—budgets, appointments, investigations—ceases to
function as a constraint on executive action. The legislature still meets, still votes, still
passes laws. But it has ceased to be a deliberative body and has become a ratification

machine.

Step 4 in Practice: Hungary, 2011-2013

Fidesz's two-thirds supermajority in the Hungarian National Assembly enabled
the adoption of a new Fundamental Law (constitution) in 2011 by simple party-
line vote, without meaningful consultation with the opposition. The new
constitutional framework restructured institutional arrangements in the ruling
party's favour: it expanded Fidesz's ability to make appointments to nominally
independent bodies, weakened the Constitutional Court's jurisdiction, and
embedded policy preferences into the constitutional text. Between 2010 and
2013, the National Assembly passed over 360 major laws, many with limited or

no debate. The opposition's role was reduced to symbolic protest.
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Step 5: Regulatory Capture (Mean Onset: 4.0 years [ Reversal: 12%)

Independent agencies—the central bank, electoral commission, anti-corruption
bureau, statistical offices—are politicised. The technocratic infrastructure that
provides impartial governance is colonised by regime loyalists. Data integrity is
compromised. Electoral commissions lose independence. This is the stage at which
the state's capacity for self-monitoring disappears: when the statistical office cannot
be trusted to report unemployment accurately, when the electoral commission cannot
be trusted to count votes fairly, when the anti-corruption bureau becomes an
instrument of political persecution rather than public accountability, the informational

foundations of democratic governance have been destroyed.

This is also the stage at which our analysis identifies the critical structural break.
Before 2006, countries at Step 5 showed a net recovery momentum of +38%—more
were improving than declining. After 2006, the momentum reversed to -23.3%. The
median time spent at Step 5 before transitioning lengthened from 3.2 years to 5.8
years. The proportion of countries progressing to Step 6 or beyond rose from 38% to
72%. Something changed in the global environment for democratic recovery in the
mid-2000s, and whatever it was, it made recovery from regulatory capture
dramatically less likely.

Step 5 in Practice: Turkey, 2014-2017

After the failed coup of July 2016, Erdogan used emergency powers to purge the
state apparatus. Over 150,000 public servants were dismissed or suspended. The
central bank's independence was progressively curtailed, with Erdogan publicly
dictating interest rate policy. The election commission became a contested
institution, with opposition parties increasingly questioning the integrity of vote
counts. The Turkish Statistical Institute (TUIK) came under criticism for
adjusting methodologies in ways that consistently flattering to the government.
When the technocratic infrastructure loses credibility, the very concept of a "fact"

becomes politically contested—which is precisely the point.

Step 6: Civil Society Suppression (Mean Onset: 4.5 years | Reversal: 8%)

Non-governmental organisations are restricted through "foreign agent" laws, funding

controls, registration requirements, and selective enforcement of tax regulations.
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Protest rights are curtailed. Academic freedom is constrained through funding
conditionality and the removal of dissenting voices from university positions. Trade
unions are weakened. The space for organised activity outside the political system

contracts systematically.

Civil society represents the infrastructure of democratic participation: the network
of organisations through which citizens aggregate preferences, monitor government,
and mobilise for collective action. Its suppression does not merely silence individual
voices; it destroys the organisational capacity through which those voices could
coordinate resistance. An individual dissident can be ignored. An organised
movement cannot. The suppression of civil society is therefore not primarily about
silencing criticism—it is about preventing the formation of the organised opposition
that could, under the right circumstances, challenge the regime at the ballot box or in

the streets.

Step 6 in Practice: Russia, 2012-2022

Russia's 2012 "foreign agent" law required any NGO receiving international
funding and engaging in "political activity" to register as a "foreign agent"—a
term deliberately chosen for its Cold War connotations. The law was
progressively tightened, with the definition of "political activity" expanding to
encompass virtually any criticism of government policy. By 2022, the model had
been exported: more than 40 countries had adopted variants of the Russian
foreign agent framework, creating a global infrastructure for civil society

suppression.

Step 7: Electoral Manipulation (Mean Onset: 5.0 years | Reversal: 4%)

Elections continue to be held—this is the hallmark of modern authoritarianism—but
they are no longer free or fair. Electoral laws are rewritten to entrench incumbents.
Opposition candidates are disqualified on technical grounds or through selective
prosecution. Gerrymandering creates structural majorities that are virtually
unassailable. Voter rolls are purged. State resources are deployed for campaign
purposes. Media coverage is grossly asymmetric. And vote counting itself becomes

opaque, with independent observers denied meaningful access.
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The genius of modern electoral manipulation is that it preserves the form of
democratic competition while draining it of substance. The incumbent can point to
"elections" and "opposition parties" and "voter participation" as evidence that the
system is democratic. International observers issue carefully worded reports that note
"irregularities" without declaring the election fraudulent. The opposition, demoralised
by successive defeats in a rigged system, fragments and radicalises, providing the
regime with further justification for repressive measures. The result is a stable
equilibrium of pseudo-competition: elections that are too controlled to enable power

transfer but too credible to trigger mass revolt.

Step 7 in Practice: Belarus, 2020

The August 2020 presidential election in Belarus, in which Alexander
Lukashenko claimed 80.1% of the vote against opposition candidate Sviatlana
Tsikhanouskaya, represents Step 7 in its most transparent form. Independent
polling suggested Lukashenko's actual support was between 30% and 40%. The
electoral manipulation triggered the largest protests in Belarusian history—
hundreds of thousands in the streets of Minsk—but the security apparatus held,
the opposition lacked institutional channels for challenging the result (the courts
having been captured decades earlier), and Russian support provided economic
and diplomatic insurance. The aftermath—mass arrests, exile of opposition
leaders, criminalisation of independent media—demonstrated that by Step 7, the
regime has sufficient coercive capacity to absorb even massive popular
mobilisation. The 4% reversal probability at this stage is not a theoretical
abstraction; it is the lived reality of a country where a clear majority opposed the

incumbent and still could not dislodge him.

Step 8: Constitutional Consolidation (Mean Onset: 5.2+ years [ Reversal: 2%)

The regime rewrites the constitutional order to make power transfer formally
impossible. Emergency powers are normalised and made permanent. The separation
of powers is abolished in substance or form. The security apparatus is fully loyal to the
leader rather than to the state. The distinction between party, state, and leader
collapses. This is the final stage, and it is characterised by the formalisation of what
has been accomplished informally in the preceding steps. The constitution is rewritten

not to establish new powers but to ratify those already seized.
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At Step 8, the reversal probability of 2% reflects the near-total absence of
institutional channels through which change could occur. The judiciary cannot check
the executive because it is an extension of the executive. The legislature cannot
legislate independently because it is a rubber stamp. The media cannot inform the
public because it is a propaganda instrument. Civil society cannot organise because it
has been suppressed. Elections cannot produce alternation because they are
controlled. The only remaining mechanisms for regime change are exogenous:
military coup, foreign invasion, the death of the leader, or economic collapse so severe
that the security apparatus fragments. These events are rare and unpredictable, which

is why consolidated autocracies survive for decades.

Step 8 in Practice: China, 2018

China's 2018 constitutional amendment, which removed presidential term
limits, represents the formalisation of Xi Jinping's consolidation of power. The
amendment passed the National People's Congress with 2,958 votes in favour, 2
against, and 3 abstentions—a unanimity that itself illustrates the distance from
any genuine deliberative process. But the amendment merely formalised what
was already true: Xi had used anti-corruption campaigns to purge rivals,
restructured the military command to concentrate authority in his person,
established "Xi Jinping Thought" as a guiding ideology alongside Mao Zedong
Thought and Deng Xiaoping Theory, and created a surveillance infrastructure of
unprecedented scope. The formal abolition of term limits was the constitutional
capstone of a process that had been underway since Xi took power in 2012.
China's Liberty score, already low, did not change dramatically in 2018; the
constitutional amendment confirmed a reality that the PTI had already captured

through other indicators.
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POLITICAL TOPOLOGY - GOVERNANCE LABS

The Eight-Step Progression Model

From distributed democracy to concentrated tyranny: the sequential institutional erosion that transforms liberal
democracies into autocracies. Each step disables a required democratic function. Eight countries mapped. February
2026.
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Click a step to examine it. Each disables a specific democratic function required for self-governance. Steps 1-3 occur above the Event Horizon (L<52-55) — the critical instability

zone. Recovery remains possible above it. Steps 4-8 occur below it — gravitational pull toward the hybrid trap or tyranny well exceeds institutional resistance.

Select a step above to examine its mechanisms, indicators, and democratic function.
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Figure 3.1. Reversal probability by step. The decline is steep and monotonic: intervention at Steps 1-2 succeeds
more than two-thirds of the time; by Step 5, the odds have dropped to 1 in 8; by Step 7, to 1 in 25.

The Logic of the Sequence

Why this order? The sequence follows from three strategic principles. First, the
vulnerability principle: institutions that rely on informal norms rather than formal
enforcement are attacked first, because they can be eroded without triggering clear
legal violations. Norm erosion and media capture operate through informal channels—
rhetoric, ownership pressure, advertising boycotts—rather than formal legislative
action. An aspiring autocrat who begins by packing courts immediately faces a
constitutional crisis; one who begins by attacking journalistic norms faces nothing
more than a debate about media bias. Second, the veto-elimination principle: institutions
with the capacity to block executive action are targeted before those without such
capacity. The judiciary and legislature are horizontal accountability institutions with
formal veto power; they must be neutralised before deeper reforms can proceed. A
compliant judiciary cannot invalidate a captured electoral commission. A
subordinated legislature cannot investigate a politicised intelligence service. The veto-

elimination principle ensures that by the time the autocrat moves against the later
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targets, no institutional mechanism remains to resist. Third, the consolidation principle:
once veto points are eliminated, the remaining captures serve to consolidate control
rather than to remove obstacles. Civil society suppression, electoral manipulation, and
constitutional consolidation are about making power permanent, not about

overcoming resistance.

The sequence also exhibits a distinctive acceleration dynamic. The inter-step
intervals decrease as the process progresses. The gap between Steps 1 and 2 averages
1.2 years; between Steps 2 and 3, 1.2 years; between Steps 3 and 4, 1.4 years. But
between Steps 4 and 5, the gap shrinks to 0.2 years; between Steps 5 and 6, 0.5 years;
between Steps 6 and 7, 0.5 years; and between Steps 7 and 8, 0.2 years. This
acceleration is consistent with a cascading failure model: each institutional capture
removes a constraint, making subsequent captures both easier and faster. As we noted
in Chapter 2, this is why the event horizon is located between Steps 3 and 5—it is the
zone where the cascade begins to accelerate beyond the capacity for institutional self-

correction.

The Reversal Window

The reversal probabilities establish a clear window of intervention. At Steps 1-2,
democratic self-correction is the most likely outcome: 82% and 71% reversal rates
respectively. At Step 3 (judicial capture), the probability drops to 45%—still better than a
coin flip, but the trend is alarming. By Step 5, the probability has fallen to 12%, and by
Step 8, to 2%. The policy implication is unambiguous: the cost of early action is always
less than the cost of late action. The eight-step model is, above all, an argument for

vigilance.

The 2006 Structural Break Revisited

The structural break we identified in Chapter 2—the deterioration of recovery
prospects after 2006—is visible within the eight-step framework as well. At Step 5
(regulatory capture), the reversal rate fell from approximately 24% pre-2006 to 8%
post-2006. At the same step, the proportion of countries progressing to Step 6 or
beyond rose from 38% to 72%. External pressure episodes declined from 73% of cases
to 27%. The global environment for democratic recovery has not merely worsened; it

has undergone a structural transformation.
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The factors behind this transformation—authoritarian learning, declining external
leverage, digital authoritarianism, and the generalised democratic recession—interact
in ways that make the current moment particularly dangerous. Aspiring autocrats
today can study the successes of Orban, Erdogan, and Putin. They have access to
surveillance and censorship technologies that were unimaginable a generation ago.
They can find alternative economic and political patrons who impose no democratic
conditions. And they operate in a global environment in which the major democracies
are themselves struggling with institutional erosion, polarisation, and declining public

trust.

The Anatomy of Acceleration

One of the most important practical insights from the eight-step model is the
acceleration dynamic. The early steps take time: roughly 1.2 years between Steps 1
and 2, another 1.2 years between Steps 2 and 3, and 1.4 years between Steps 3 and 4.
These early stages proceed cautiously because the aspiring autocrat faces institutional
resistance—courts that can intervene, media that can expose, legislatures that can

investigate, civil society that can mobilise.

But once the veto points are eliminated—once the judiciary is captured and the
legislature subordinated—the pace changes dramatically. The gap between Steps 4 and
5 averages just 0.2 years. Between Steps 5 and 6, 0.5 years. Between Steps 6 and 7, 0.5
years. Between Steps 7 and 8, 0.2 years. The entire journey from Step 4 to Step 8 takes
roughly 1.4 years on average. Once the critical institutional checks are removed, the

remaining institutions fall like dominoes.

This acceleration pattern has a direct policy implication: the window for external
intervention narrows faster than most international organisations can respond. The
typical EU deliberation cycle for Article 7 proceedings or frozen recovery funds
operates on a timeline of years. The typical authoritarian consolidation from Step 4 to
Step 8 operates on a timeline of months. By the time the international community has
agreed on a response, the erosion is often already complete. This mismatch between
the pace of democratic decay and the pace of international response is one of the

structural factors behind the post-2006 deterioration in recovery prospects.
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Venezuela: The Complete Descent (1999-2024)

Venezuela under Chavez and Maduro represents the complete progression
through all eight steps, taking approximately 25 years from electoral democracy
to consolidated autocracy. The sequence proceeded with textbook fidelity: norm
erosion through the "Bolivarian Revolution" rhetoric (1999-2002), media capture
through pressure on RCTV and other outlets (2003-2007), judicial packing of the
Supreme Tribunal from 20 to 32 members (2004-2010), legislative bypass
through enabling laws granting decree powers (2010-2013), regulatory capture
of the central bank and electoral commission under Maduro (2013-2016), civil
society suppression through registration and funding controls (2014-2018),
electoral manipulation through the Constituent Assembly and opposition
disqualification (2017-2020), and effective constitutional consolidation with the
disputed 2024 presidential election. Venezuela's quarter-century trajectory
demonstrates both the model's applicability over extended periods and the role
of economic resources (oil revenues) in sustaining the process despite severe

mismanagement.

El Salvador: When the People Choose Unfreedom

Nayib Bukele's El Salvador presents the most challenging case for democratic
theory. Bukele's "war on gangs" achieved 91% approval while suspending due
process, imprisoning over 83,000 people under a permanent state of exception,
and abolishing presidential term limits. El Salvador skipped steps—moving
directly from Step 2 to Step 6—because the population actively endorsed the
trade. This is the hardest case: what happens when citizens willingly exchange
liberty for order? The eight-step model can describe this trajectory but cannot
prescribe a response, because the model's implicit assumption—that citizens
value liberty—is precisely what the Salvadoran case calls into question. As we will
explore in Part IIT (Chapter 9), the relationship between human capabilities and
political freedom is not as straightforward as democratic theory has traditionally

assumed.
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India: Silent Erosion at Scale

India under Narendra Modi represents perhaps the most consequential ongoing
erosion case, given India's size and democratic heritage. V-Dem downgraded
India to "electoral autocracy" in its classification. The sequence has been
methodical: the construction of a Hindu-nationalist media ecosystem through
ownership changes and regulatory pressure (Step 2, from 2014), judicial
pressure through strategic appointment delays and the assignment of politically
sensitive cases to "favourable" benches (Step 3), and parliamentary bulldozing
through voice votes, shortened debates, and the passage of major legislation with
minimal scrutiny (Step 4). Steps 5 and 6 are underway: the Election
Commission's independence has been questioned following legislative changes
to the appointment process, and the FCRA (Foreign Contribution Regulation Act)
has been used to restrict international NGO funding. India demonstrates that
democratic erosion can proceed at scale, in the world's most populous country,
while maintaining the appearance of vigorous electoral competition and massive

voter participation.

The playbook is now well-known. Scholars have mapped it, journalists have
documented it, civil society organisations have sounded alarms at every step. The
qguestion is whether knowing the playbook helps you stop it—whether a country that
can see the sequence unfolding can muster the collective will to reverse course before
the event horizon is crossed. The evidence, as we have seen, is mixed. Poland managed
it. Hungary did not. Turkey did not. The United States remains, as of this writing, in the
uncertain zone where the outcome has not yet been determined. But the data are clear
about one thing: the window for action narrows with every step, and the cost of delay

compounds exponentially.

Consider the practical arithmetic. At Step 2, the reversal probability is 71%. If a
country mobilises its democratic defences at this stage—if the judiciary intervenes, if
civil society organises, if the electorate punishes the government at the next election—
the odds of recovery are better than two to one. The cost of intervention at this stage is
relatively low: it requires judicial courage, journalistic persistence, and electoral
engagement, all of which are within the normal repertoire of a functioning democracy.
At Step 5, the reversal probability has fallen to 12%. Intervention now requires

extraordinary measures: international sanctions, massive street protests, opposition
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coalitions that overcome deep ideological divisions, and often a degree of luck. The
cost has increased by an order of magnitude, and the probability of success has
dropped by a factor of six. At Step 7, intervention requires either a military defection
(the security forces siding with the protesters rather than the regime) or an external
shock of sufficient magnitude to fragment the ruling coalition. The cost is enormous,
the probability of success is 4%, and the process of recovery, even if successful, will

take decades rather than years.

This exponential relationship between delay and cost is the central policy lesson of
the eight-step model. Every year of inaction at Steps 1 through 3 is not merely a year
lost; it is a year in which the reversal probability declines, the institutional capacity for
self-correction erodes, and the speed of subsequent erosion accelerates. The eight-
step model is, above all, an argument against complacency. The most common
response to early-stage democratic erosion is to dismiss it as normal partisan conflict,
to trust that "the institutions will hold," to wait for the next election to "sort things out."
The data suggest that this response is the single greatest risk factor for democratic
collapse. The institutions hold until they don't, and by the time they visibly fail, the

window for restoring them has often already closed.

We have now established the framework: a three-basin landscape with a critical
threshold and an eight-step erosion sequence. Before we deploy this framework to
analyse the world—a task we undertake in Parts II and III—we owe the reader a full

accounting of how we built it.

But let us pause for a moment on what we have shown. The eight-step model is not
a taxonomy of authoritarianism. It is a predictive framework. Knowing which step a
country has reached tells you not merely where it is but where it is likely to go, how fast
it is likely to get there, and what kinds of intervention have the best chance of altering
its trajectory. The model does not predict with certainty—nothing in political science
does—but it narrows the range of plausible futures in a way that existing frameworks,
which treat each country as a unique case, do not. When we apply this framework in
Part 1I, we will use it to generate specific, testable predictions about countries
currently undergoing democratic erosion. Some of those predictions will prove wrong.
That is acceptable; indeed, it is the point. A framework that generates falsifiable
predictions is doing science. A framework that can accommodate any outcome is

doing storytelling.

That is the subject of the next chapter, which is boring by design.
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CHAPTER FOUR

Methodology and Data

How We Built It

"In God we trust. All others must bring data."”

— W. Edwards Deming

B efore we present the evidence that occupies the remainder of this book, we owe
you a full accounting of how we built it. This chapter is the methodological
backbone of everything that follows. It describes the dataset, the sources, the
measurement strategies, the crosswalk procedures, the statistical methods, and the
known limitations. It is boring by design. If you trust us, skip ahead to Chapter 5. If you
do not—and you should not, because trust is a poor substitute for verification—then

everything you need to check our work is here.

The Dataset

The Political Topology dataset covers 91 countries observed at key inflection points
over a 225-year period (1800-2025), yielding 1,656 country-year observations.

Countries were selected to ensure geographic diversity and to include the full range of
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regime types, from consolidated democracies (Finland, Norway) to totalitarian states

(North Korea, Eritrea) to collapsed states (Somalia, Haiti).

21 225 1,656 26

Countries Years (1800-2025) Observations Replication Scripts

The geographic distribution spans five regions: 28 European polities, 15 in the
Americas, 20 in Asia, 21 in Africa, and 7 in the Middle East and other regions. The
mean number of observations per country is 18.2, with a range from 8 (for countries
with shorter independent histories) to 34 (for countries like the United States and

United Kingdom, where historical data are most abundant).

Each observation records the country's position in the ternary phase space (L, T, C)
at the observation date. Observations are concentrated at major historical inflection
points—regime changes, constitutional reforms, wars, coups, and elections—rather
than at fixed annual intervals. This design reflects both the availability of historical
data and a substantive judgment: the politically significant moments in a country's
history are inflection points, not arbitrary calendar dates. Linear interpolation
between observation points is used for analyses requiring annual panel data, with the
acknowledgement that this imposes a smoothness assumption that may mask rapid

within-period dynamics.

The dataset spans five distinct temporal periods, each with different data
availability and measurement characteristics. The long nineteenth century (1800-1899)
covers 8 countries with 72 observations, relying entirely on V-Dem and Polity for
calibration. Observations in this period are sparse—typically one every 10 to 20 years—
and should be treated as broad regime characterisations rather than precise annual
measurements. The early twentieth century (1900-1945) adds 22 countries and 184
observations, with increasing density around the two world wars. The Cold War era
(1946-1971) expands to 58 countries and 312 observations, reflecting decolonisation
and the proliferation of new states. The Freedom House era (1972-2005) covers 89
countries with 628 observations, with the primary source shifting to Freedom House's
annual assessments. The contemporary period (2006—-2025) covers 91 countries with
460 observations, benefiting from the full suite of data sources including the Fragile

States Index for Chaos measurement. The precision of PTI scores increases markedly
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across these periods: pre-1972 observations carry uncertainty ranges of plus or minus
10 to 15 points, while post-2006 observations have uncertainty ranges of plus or

minus 3 to 5 points.

Composition by Regime Type

The distribution of observations across the three basins is remarkably even—a finding
that is itself substantively important. Approximately 32.1% of country-year
observations fall in the democratic plateau (L > 80), 34.5% in the hybrid trap (L. = 20-
70), and 33.4% in the tyranny well (L < 20). This near-equal distribution is not a
product of sample design; it emerges from the pooled data and reflects the genuine tri-
modal structure of political regimes. If the political landscape were truly bistable—if
the hybrid zone were merely a transient passage between democracy and autocracy—
we would expect to see a bimodal distribution with a thin middle. Instead, the middle
is as thick as either pole, confirming that the hybrid trap is a genuine attractor, not a

way-station.

The distribution has shifted over time in ways that track the narrative of global
democratic development. In the pre-1945 data, the tyranny well contains
approximately 55% of observations, the hybrid trap 30%, and the democratic plateau
15%. The post-1945 expansion of democracy pushed many countries out of the
tyranny well and into the hybrid trap or the democratic plateau. By the 1990s—the
peak of Fukuyama's "end of history" moment—the democratic plateau contained
approximately 40% of observations. Since 2006, the share of the democratic plateau
has been declining, from 40% to approximately 33%, while the hybrid trap has been
growing. This shift is what Larry Diamond has called the "democratic recession," and
the tristable model provides its mathematical characterisation: countries are sliding
off the democratic plateau, crossing the saddle point at L. = 68, and settling into the

hybrid trap. Some are continuing to fall.

Data Sources

The dataset synthesises information from six major sources, each contributing a

distinct measurement layer.

Freedom House Freedom in the World (1972-2025). The primary source for
Liberty (L) measurement. Freedom House rates countries on 25 indicators organised

into two categories—political rights (40 points) and civil liberties (60 points)—yielding
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an aggregate score from O to 100. The PTI maps this aggregate score directly to the
Liberty component: L. = FH aggregate. This direct mapping preserves the full
granularity of the Freedom House scale without transformation. Its principal virtue is
transparency: any user can verify a PTI Liberty score by consulting the corresponding

Freedom House report.

Varieties of Democracy (V-Dem, 1789-2024). The deepest historical source,
providing over 600 indicators coded by more than 3,700 country experts across 202
countries. V-Dem's Liberal Democracy Index (v2x_libdem) serves as the primary
calibration source for pre-1972 Liberty scores. The V-Dem index runs on a 0-1
continuous scale, which we rescale to 0-100 for PTI integration. The Pearson
correlation between rescaled V-Dem LDI and PTI Liberty scores is r = 0.91 for the

overlap period, indicating strong convergent validity.

Fragile States Index (FSI, 2006-2024). The primary source for Chaos (C)
measurement. Published by the Fund for Peace, the FSI rates countries on 12
indicators of state fragility, yielding a total score from O (most stable) to 120 (most
fragile). The PTI maps this to the Chaos component via inversion and rescaling: C =
(FSI total / 120) x 100. High fragility maps to high Chaos; low fragility maps to low
Chaos.

Polity Project (Polity5, 1800-2018). A secondary calibration source for historical
Liberty scores, particularly for the 19th century. Polity's -10 to +10 scale is rescaled to
the 0-100 range via linear transformation. The Pearson correlation with PTI Liberty is

r = 0.87, reflecting Polity's coarser measurement scale.

World Bank Worldwide Governance Indicators (WGI, 1996-2023). A
supplementary validation source providing six dimensions of governance quality.

Used primarily for cross-validation rather than direct PTI construction.

World Bank / UNDP / IMF economic and development data. Sources for the
Human Capabilities Index, which measures whether states deliver the material
conditions for a dignified life (discussed in Chapter 10). Fifteen indicators across seven

domains, of which four are currently complete (27%).

The Ternary Constraint

The foundational equation of the framework bears restating: L + T + C = 100. This
constraint is a modelling assumption, not an empirical finding. It imposes the

structure that political power is a zero-sum allocation across three modalities:
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distributed power with institutional constraints (Liberty), concentrated power
deployed coercively (Tyranny), and fragmented or contested power in the absence of

effective governance (Chaos).

The constraint reduces the three-dimensional space to a two-dimensional simplex.
This has important implications for statistical analysis: the data are formally
compositional, meaning that standard techniques (ordinary least squares, correlation
analysis) can produce spurious results when applied directly because the constraint
induces negative correlations among components. A naive correlation between Liberty
and Tyranny will be negative by construction, even if there is no genuine inverse
relationship in the underlying political dynamics. Researchers using the PTI for
inferential analysis should consider log-ratio transformations (the Aitchison
approach) or compositional regression models. The replication package includes

guidance on appropriate statistical methods for ternary data.

Why accept this constraint rather than measuring each component independently?
Three reasons. First, the constraint imposes discipline: it prevents the analyst from
claiming that a country has simultaneously high Liberty, high Tyranny, and high
Chaos, which would be substantively incoherent. Political power must be allocated
somewhere, and the ternary constraint forces the analyst to make explicit trade-offs.
Second, the constraint creates a geometrically tractable space—the simplex—that
enables visualisation and computation techniques borrowed from physical chemistry,
where ternary phase diagrams have been used for over a century. Third, the constraint
provides a useful first-order approximation of the political dynamics in most
countries. A country that builds strong democratic institutions typically does so by
constraining state coercion (reducing T) or by establishing order where none existed
(reducing C). The trade-off is not perfect—there are cases where institutional reforms
increase both Liberty and state capacity simultaneously—but it captures the dominant

dynamics.

Liberty Measurement

Liberty is the most directly measured of the three components. For the post-1972
period, the mapping is straightforward: L equals the Freedom House aggregate score.
For the pre-1972 period, we use a two-source calibration approach. V-Dem's Liberal
Democracy Index provides the primary historical source, rescaled from its 0—1 range

to 0-100. The Polity2 score provides a secondary calibration, particularly for the 19th
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century. Discrepancies are resolved by privileging V-Dem, which has been shown to

have superior measurement properties for historical periods.

Pre-1972 Liberty scores carry larger uncertainty than post-1972 scores.
Observations are recorded at key inflection points rather than annually, and between
inflection points, scores are linearly interpolated. Users should treat pre-1972
observations as approximate regime characterisations rather than precise annual

measurements.

PTI vs. Published Freedom House Scores

The PTI's Liberty scores can diverge from published Freedom House scores, particularly
for recent years. The PTI is designed as a real-time institutional assessment that
incorporates developments as they occur, weighting the rate of institutional constraint
erosion rather than relying solely on annual survey-based evaluation. During periods of
rapid institutional change, this faster update cycle can produce significant divergence.
The credible range for divergent cases can be wide. These divergences are a feature of the
methodology, not a data error, but they introduce uncertainty that users must evaluate on

a case-by-case basis.

Tyranny as Residual

Tyranny is the component we are least confident about, and we want to be honest
about why. Tyranny is not independently measured. It is computed as the constrained
residual: T =100 - L - C. This means that any measurement error in Liberty or Chaos is
mechanically transmitted to Tyranny with the opposite sign. If Freedom House
overstates a country's liberty by five points, the PTI will understate its tyranny by

exactly five points.

We adopted the residual approach for three reasons. First, it guarantees that the
ternary constraint holds exactly for every observation. Second, Liberty and Chaos have
well-established, validated measurement instruments (Freedom House and FSI), while
no comparably standardised cross-national index of state coercion exists. Third, the
residual approach maximises transparency: any user can verify a Tyranny score by
subtraction.

The cost is real. Tyranny absorbs measurement error from both other components.
It functions as a catch-all category, potentially conflating deliberate repression with

mere institutional dysfunction. And there is no independent validation benchmark
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against which to check it. Future versions of the PTI should incorporate independent
tyranny indicators—political prisoner counts, surveillance intensity metrics,
extrajudicial violence data—to move toward direct measurement of all three
components. We identify this as the single highest-priority methodological

improvement.

The Crosswalk

When PTI Liberty scores are compared to published Freedom House aggregate scores
for the overlap period (1972-2025), the crosswalk match rate is 67%, where "match" is
defined as agreement within plus or minus 5 points on the 0-100 scale. The remaining
33% show divergence attributable to three sources: the PTI's faster update cycle
during rapid change (accounting for approximately 40% of divergences), the PTI's
heavier weighting of institutional erosion rates (approximately 35%), and residual
methodological differences in indicator weighting and threshold definitions

(approximately 25%).

The match rate varies by regime type. For stable democracies (L > 80), the match
rate is 82% with a mean absolute deviation of 2.1 points. For hybrid regimes (L. = 30—
70), the match rate drops to 58% with a mean absolute deviation of 6.3 points. For
autocracies (L < 30), the match rate is 71% with a mean absolute deviation of 3.9
points. For rapidly changing cases—countries with a change of 10 or more Liberty
points in any three-year window—the match rate falls to 41% with a mean absolute

deviation of 12.7 points.

A 67% match rate means that one-third of country-year observations exhibit non-
trivial divergence from the field's standard reference point. Some of this divergence is
by design: the PTI intentionally weights different signals than Freedom House. But
33% disagreement with the most widely used governance index demands ongoing
investigation and calibration. We do not sweep this under the rug. We put it on the
table.

To illustrate the crosswalk dynamics concretely, consider three representative
cases. First, Norway: the PTI and Freedom House agree perfectly across the entire
overlap period, with both assigning Liberty scores of 98 to 100 in every year since
1972. Stable democracies at the top of the scale show near-perfect convergence
because there is simply no ambiguity in the measurement. Second, Mexico in 2018:

Freedom House assigned Mexico a score of 63 while the PTI assigned 57, a 6-point
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divergence driven by the PTI's heavier weighting of cartel-related violence and the
erosion of state capacity in several northern states. The PTI captured institutional
dysfunction that Freedom House's survey methodology, which focuses on formal
institutional design, partially discounted. Third, Hungary in 2021: the PTI assigned L =
54, reflecting the cumulative institutional erosion documented in Chapter 3, while
Freedom House assigned 70, reflecting a methodology that updates more gradually
and that gives substantial weight to the continued existence of formal opposition
parties and elections. This 16-point divergence represents a genuine disagreement
about the state of Hungarian democracy, and reasonable analysts can disagree about
which assessment is more accurate. The PTI's position is that the pace of institutional
degradation matters and that by 2021, the formal existence of opposition parties in
Hungary concealed a functional erosion of competitive democracy. But we recognise

that this is a judgment call, not a mathematical certainty.

The Human Capabilities Index

Political freedom is one dimension of human flourishing, but not the only one. The
Human Capabilities Index (HCI) measures whether states deliver the material
conditions for a dignified life, regardless of regime type. Grounded in the Sen-
Nussbaum Capability Approach, the HCI comprises 15 planned indicators across
seven domains: survival and longevity, maternal and child health, knowledge and
education, material living standard, psychological well-being, basic infrastructure, and

agency and equality.

As of this writing, four of the fifteen indicators are complete (27%), with 3,479 data
points collected. The four complete indicators are life expectancy at birth (survival
domain), infant mortality rate (maternal/child health domain), mean years of
schooling (knowledge domain), and GDP per capita in purchasing power parity terms
(material living standard domain). The remaining eleven indicators—covering
maternal mortality, under-five nutrition, secondary school completion, subjective
well-being, access to clean water, electricity access, internet connectivity, gender
equality in education, labour force participation, and two composite agency measures

—are in various stages of data collection and validation.

The HCI is reported in Part III (Chapter 10) with full disclosure of its incomplete
state. Our data ethics commitment is simple: "No interpolation. No fabrication. Missing
equals blank." When a data point is unavailable for a country-year, the HCI records it as

missing rather than estimating it. We believe that honest gaps are more useful than
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confident fictions. This commitment means that the HCI analysis is necessarily
provisional. It also means that as additional indicators are completed in future
versions, the HCI's coverage will expand without retroactively altering the existing

data. Each new indicator addition is an extension, not a revision.

Statistical Methods and Replication

All statistical analysis in this project is performed using Python's standard library—csv,
math, statistics, and random modules. No third-party packages (scipy, numpy,
statsmodels) are used. This constraint, adopted for auditing and reproducibility
purposes, limits the sophistication of available statistical methods. Bootstrap
confidence intervals are computed from percentiles rather than bias-corrected
accelerated methods. Regression standard errors assume homoskedasticity.
Optimisation uses the Nelder-Mead simplex rather than more advanced algorithms.

We view this as an acceptable trade-off. Every line of analytical code is inspectable
and self-contained. There are no dependencies, no version conflicts, no opaque library
internals. The complete replication package comprises 26 Python scripts, raw data
files in both .xlsx and .csv formats, and a detailed codebook. The scripts are designed
so that any researcher with a standard Python installation can reproduce every table,

figure, and statistical claim in this book.

Replication Package

The complete dataset (91 countries, 225 years, 1,656 observations), all 26 replication
scripts, and the full codebook are publicly available through the Cambridge Governance
Labs Political Topology repository. No proprietary data or restricted-access materials are
required for replication. The GMM  estimation is implemented in
bl_gmm_model_comparison.py and the potential function estimation in
b2_potential_function.py. Both scripts require only Python 3.8 or later.

The Gaussian Mixture Model in Detail

For readers who want to understand how we identified the three basins, here is the
method in brief. A Gaussian Mixture Model posits that the observed data are drawn
from a mixture of K Gaussian (normal) distributions, each with its own mean, standard
deviation, and mixing weight. The challenge is to determine K—how many Gaussians

are needed to explain the data—and to estimate the parameters of each component.
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We tested models with K = 1 through K = 5 components. For each K, we used the
Expectation-Maximisation (EM) algorithm to estimate the parameters, running 20
random restarts for each K to avoid local optima. We then selected among competing
models using the Bayesian Information Criterion (BIC), which penalises model
complexity: adding more components is only justified if the improvement in fit

exceeds the penalty for additional parameters.

The K = 3 model was decisively preferred. The three components have
approximately equal mixing weights (0.321, 0.345, and 0.334), meaning that roughly
one-third of all country-year observations fall in each basin. The component means
(11.4, 47.2, and 88.7) correspond precisely to the tyranny well, hybrid trap, and
democratic plateau. The component standard deviations reveal an important
asymmetry: the tyranny well and democratic plateau have narrow dispersions (sigma
approximately 8), while the hybrid trap has a much wider dispersion (sigma
approximately 16). This wider dispersion reflects the heterogeneity of the hybrid zone:
Singapore at L. = 47 and Ghana at L. = 68 both fall within the hybrid basin but have very

different institutional configurations.

Bootstrap confidence intervals, computed from 1,000 resamples with replacement,
confirm that these estimates are robust. The 95% confidence intervals for the
component means are [8.9, 14.2] for the tyranny well, [42.6, 52.1] for the hybrid trap,
and [85.4, 91.8] for the democratic plateau. None of the confidence intervals overlap,

confirming that the three components are statistically distinct.

The Potential Landscape Estimation

The potential landscape V(L) is estimated nonparametrically from the observed
density of liberty scores. The procedure is straightforward: first, estimate the
probability density p(L) using kernel density estimation with a Gaussian kernel; then
compute V(L) = -log p(L), shifted so that the minimum equals zero. The beauty of this
approach is that it requires no assumptions about the functional form of the potential

—the data speak for themselves.

To validate the nonparametric estimate, we also fitted a parametric triple-Gaussian
potential model and compared it against single-well and double-well alternatives. The
triple-well model was decisively preferred by BIC, with the residual sum of squares
reduced by 76% relative to the double-well model and 96% relative to the single-well

model. This provides an independent confirmation of the tristable structure.
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Known Limitations

We close this chapter with a summary of the limitations that the reader should keep in
mind throughout the remainder of the book. These are not buried in footnotes or
whispered in technical appendices. They are here, prominently, because we believe
that an honest accounting of what we do not know is as valuable as a confident

assertion of what we do.

Tyranny as residual. The most significant structural limitation. Tyranny is
derived, not measured, and absorbs measurement error from both Liberty and Chaos.
If Freedom House overstates a country's liberty by five points, the PTI will understate
its tyranny by exactly five points. More subtly, Tyranny functions as a catch-all
category that may conflate deliberate state repression with mere institutional
dysfunction. There is no independent benchmark against which to validate Tyranny
scores. Future versions of the PTI should incorporate independent tyranny indicators
—political prisoner counts, surveillance intensity metrics, extrajudicial violence data—
to move toward direct measurement of all three components. We identify this as the

single highest-priority methodological improvement.

Crosswalk accuracy. The 67% match rate with Freedom House means that one-
third of country-year observations diverge non-trivially. The divergence is greatest for
rapidly changing cases (41% match rate, 12.7-point mean absolute deviation) and for
hybrid regimes (58% match rate). Some of this divergence is by design—the PTI
intentionally weights institutional erosion rates more heavily than Freedom House's
survey-based methodology—but 33% disagreement with the most widely used

governance index demands ongoing investigation and calibration.

Temporal coverage and interpolation. Observations are unevenly distributed in
time, with pre-1972 data relying heavily on V-Dem and Polity crosswalks. Linear
interpolation between inflection points imposes smoothness assumptions that may
mask rapid within-period transitions. The time spacing varies from 1 year (for modern
observations) to 10-20 years (for 19th-century observations), creating heterogeneous
precision across the sample. The AR(1) persistence parameter (beta = 0.96) is
meaningfully different depending on whether the observation interval is one year or

ten years.

Small N for country-specific claims. While the pooled sample of 1,656
observations provides adequate statistical power for the GMM and potential landscape

analyses, country-specific claims rest on much smaller samples. The United States has
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34 observations over 225 years. Individual country trajectories should be treated as
illustrative rather than definitive, with confidence intervals substantially wider than

those reported for the pooled sample.

Standard library constraint. The Python-only implementation limits statistical
sophistication. Bootstrap confidence intervals use simple percentiles rather than bias-
corrected and accelerated (BCa) methods. Regression standard errors assume
homoskedasticity rather than using heteroskedasticity-robust estimators.
Optimisation uses the Nelder-Mead simplex rather than more advanced algorithms.
These are acceptable trade-offs for auditability, but they mean our uncertainty

estimates may be slightly miscalibrated.

The HCI is incomplete. Only four of fifteen planned indicators are operational
(27%), with 3,479 data points collected across seven capability domains. The Human
Capabilities analysis in Part III (Chapter 10) should be read as preliminary rather than
definitive. Our data ethics commitment—"No interpolation. No fabrication. Missing
equals blank"—means that the HCI reports honest gaps rather than confident fictions,

but it also means that the analysis is necessarily incomplete.

Potential endogeneity. Our analysis treats liberty scores as the dependent variable
without modelling the structural determinants of regime type—economic
development, inequality, ethnic fractionalisation, geopolitical environment. Variables
that simultaneously affect both the current liberty score and the probability of future
transition may bias our estimates of persistence and transition probabilities. Our
panel structure provides some protection, but the irregular spacing and limited

within-country variation limit our ability to fully address this concern.

Selection bias in the country sample. The 91-country sample, while
geographically diverse, is not a random sample of the world's approximately 195
sovereign states. Countries were selected for inclusion based on data availability and
analytical interest, which biases the sample toward larger, more prominent countries
and toward countries that have experienced regime transitions. Micro-states, Pacific
Island nations, and several small African and Central Asian states are
underrepresented. This selection could bias our estimates of basin proportions and
transition probabilities, though the direction of the bias is difficult to determine a
priori. We report all results for the sample as observed, without attempting to reweight

to a population distribution.
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The assumption of time-invariant landscape. The Langevin framework assumes
that the potential landscape V(L) is stationary—that the shape of the terrain does not
change over time. The 2006 structural break identified in Chapter 2 provides direct
evidence that this assumption is violated: the landscape has shifted in ways that make
democratic recovery more difficult. We address this partially through split-sample
analysis (pre-2006 versus post-2006), but a fully time-varying potential model would
require substantially more data and more sophisticated estimation techniques than
our current methodology provides. This is the second-highest priority for future

methodological development, after independent Tyranny measurement.

"This chapter is boring by design. If you trust us, skip ahead. If you don't,
everything you need to check our work is here.”

This chapter is boring by design. What follows is not. In Part II, we apply the
framework developed in these four chapters to the contemporary world—to the
countries that are sliding, the countries that are stable, and the countries that are
fighting to recover. In Chapter 5, we turn to the democratic plateau and ask which
consolidated democracies are most vulnerable to erosion. In Chapter 6, we examine
the hybrid trap and ask what keeps countries stuck there. In Chapter 7, we enter the
tyranny well and ask whether escape is ever possible. And in Chapter 8, we present the
country dashboards—the real-time assessments that put the framework to work for the

countries where it matters most.

The framework will not make the story less alarming. But it will, we hope, make it
more precise. Precision matters because imprecise warnings are ignored, and in the

current global environment for democracy, we cannot afford to be ignored.

76



The Evidence

What 225 Years of Data Reveal



CHAPTER FIVE

225 Years of Political Topology

The Arc of Freedom from 1800 to 2025

"The arc of the moral universe is long, but it bends toward justice."

— Theodore Parker, adapted by Martin Luther King Jr.

magine watching a time-lapse of human freedom from 1800 to today. Compress

225 years into a few minutes and observe the planet from above, each nation
colored by its degree of political liberty—green for free, amber for partly free, deep red
for unfree. What would you see? Not the steady brightening that the popular
imagination assumes. Not the smooth, irreversible march from tyranny to liberty that
generations of political theorists have predicted. You would see something far more
unsettling: surges and retreats, slow accumulations and sudden collapses, long
plateaus interrupted by convulsive change. And at the very end of the sequence—right

now, in the present moment—you would see the green retreating.

This chapter presents the empirical heart of the Political Topology project: a
dataset spanning 91 countries, 225 years, and 1,656 country-year observations. The
dataset synthesizes Freedom House ratings, V-Dem indices, the Fragile States Index,
and qualitative assessments into a unified Liberty score on a 0-100 scale, where 100

represents a consolidated democracy with fully protected civil liberties and O
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represents total autocratic closure. It is, to our knowledge, the most comprehensive
longitudinal dataset of political freedom ever assembled for the purpose of topological

analysis.

We begin with six snapshots—frames from the time-lapse, frozen at moments that
capture the structural shifts in the global distribution of freedom. Each frame reveals

not just where the world stood, but how it got there.

A note on the dataset is warranted before we proceed. The Political Topology Index
draws on multiple source indices: Freedom House (covering 1972—present), V-Dem
(covering 1789-present in its historical module), the Polity IV and Polity V projects
(covering 1800—present), and supplementary data from the Fragile States Index, World
Bank governance indicators, and qualitative assessments of institutional constraint.
For the modern period (post-1972), these sources are synthesized using a weighted
average that privileges Freedom House and V-Dem ratings, adjusted by the PTI's real-
time institutional assessment methodology. For the pre-1972 period, scores are
estimated from historical records of electoral participation, civil liberties protections,
and executive constraint. The result is a continuous, 0-100 Liberty score for each

country at each benchmark year.

The dataset's strength lies in its coverage: 91 countries observed at 13 benchmark
years, yielding 1,656 country-year observations that collectively account for over 95
percent of the world's population. Its limitation lies in the inherent uncertainty of
historical reconstruction, particularly before 1900. The scores for 1800 and 1850
should be understood as estimates informed by the best available historical
scholarship, not as precise measurements comparable in accuracy to modern
assessments. The 225-year temporal span is justified because it captures the full arc of
modern political development, from the era before mass democracy existed to the
present recession. Without this long view, the current decline would appear
anomalous. With it, the decline appears as the latest phase in a recurring pattern of

expansion and contraction that the topological framework models as basin dynamics.
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Frame One: 1800 — The Age of Empires

W 3-5 95%

Global Mean Liberty States with Meaningful Liberty Under Monarchical or Colonial Rule

The world of 1800 is almost entirely red. Global mean Liberty stands at approximately
12 out of 100. Only three to five states practice anything resembling popular self-
governance: the early United States (imperfectly—slavery persists, women cannot vote,
and only propertied white men participate in politics), a handful of Swiss cantons
experimenting with direct democracy, and perhaps the embryonic parliamentary
traditions of Great Britain, where the franchise is restricted to roughly 3 percent of the
adult population. Everywhere else, monarchy reigns. The great empires—Ottoman,
Qing, Mughal, Russian, Austro-Hungarian, Spanish, Portuguese—govern through
divine right, military authority, and the administrative machinery of extraction.
Ninety-five percent of humanity lives under systems where political participation is

not merely limited but conceptually absent.

Yet this frame contains seeds that will matter later. The American and French
revolutions have planted the idea—radical, dangerous, unprecedented—that
sovereignty resides in the people rather than the crown. This idea will take more than
a century to spread beyond a few Atlantic polities. But once planted, it proves

remarkably difficult to uproot.

Frame Two: 1900 — First Stirrings

~22 12 85%

Global Mean Liberty Constitutional Democracies Colonized or Monarchical

By 1900, the time-lapse shows the first flickers of green, mostly concentrated in
Western Europe and the Americas. Global mean Liberty has nearly doubled to
approximately 22, but this number flatters the reality. Constitutional movements have

produced functioning parliaments in Britain, France, the Scandinavian countries, and
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a handful of Latin American republics. The United States has expanded its franchise
through the Fifteenth Amendment, though systematic disenfranchisement of Black
Americans means the gap between formal and substantive freedom remains vast.
Australia and New Zealand are pioneering universal suffrage, including women's right

to vote.

But the dominant political fact of 1900 is colonialism at its peak. Africa is almost
entirely carved up among European powers. India, Southeast Asia, and much of the
Pacific are under British, French, Dutch, or American colonial administration. China is
fragmented and semi-colonized through unequal treaties. The Ottoman Empire is
contracting, its former territories falling to European control. The world of 1900 is one
in which the few free states coexist with a global system of imperial extraction that

denies political agency to the majority of the human species.
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Skip to content

225 Years in Six Frames

The long arc of liberty: from a world of near-universal autocracy in 1800, through two world wars and the Cold War's end, to the democratic peak of 2010 —
and the retreat that followed.
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1 19 23 53
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0 — Autocracy

100 — Full Democracy

The pattern is clear: two centuries of pai
frame resembles 2000 more than it does 2010.

ic expansion around 2010. Since then, the map has been turning red again — not from war or revolution, but from erosion within. The 2025

METHODOLOGY NOTE: The PTI score of L=48 reflects the author's real-time institutional assessment incorporating executive action pace through early 2026. Published indices score the US higher: Freedom House 83/100
(2024 report), V-Dem LDI 0.63-0.72 (scaled: ~65-72). The divergence reflects the PTT's faster update cycle, weighting toward institutional constraint erosion, and incorporation of events post-dating published index coverage. All
claims should be evaluated under both the author's PTI and established indices.

FORMAL PROBABILITY ESTIMATION: WHAT COMES AFTER THE SIXTH FRAME?

‘The six frames present an implicit narrative: expansion, peak, recession. But what probability should we assign to the next frame? The transition matrix (N=1,565 transitions, 91 countries), survival analysis (N=579 spells), and GMM component

weights (K=5) allow formal estimation of three global trajectory scenarios for 2030-2035.
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Uncertainty disclosure: Global trajectory estimation is inherently more uncertain than single-country scenarios. The AR(1) model

quared=0.87) explains within- but not cross-country contagion effects. The transition matrix treats each country-
period as independent, which understates correlated shocks (e.g., the Third Wave affected many countries simultaneously). Expected global mean liberty ~2035: E[L] = 0.50(43.5) + 0.30(48) +0.15(55) +0.05(48) = 46.6 (below the 2025 level of 48, reflecting the dominant
recession scenario).
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Figure 5.1. The world in 1800 and 1900. The expansion of liberty from three states to roughly a dozen is visible but
modest. Colonial empires at their peak cover Africa, Asia, and the Pacific in unbroken red. Source: Political Topology
Index, 1800-1900 reconstructions from Polity IV, V-Dem Historical Dataset.

There is a deeper pattern here that the topological framework helps illuminate. The
1900 world exhibits what we would now call a bimodal distribution: a small cluster of
relatively free states concentrated in the North Atlantic, and a vast majority of states
with Liberty scores near zero. There is almost no middle ground. The "Hybrid Trap"
zone that dominates contemporary politics barely exists in 1900. Countries are either
nascent democracies or unambiguous autocracies. This bimodality will gradually
dissolve over the twentieth century as decolonization and partial democratization

create the large middle category of states that are neither fully free nor fully unfree—
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the category that the topological framework identifies as the most dangerous, because

it is the most unstable.

The Paradox of 1900: Freedom and Empire

The free states of 1900 were also, in many cases, imperial states. Britain maintained the
world's most extensive colonial empire while operating one of the world's most developed
parliamentary democracies. France proclaimed the rights of man while governing
Algeria, Indochina, and vast territories in West and Central Africa. The United States
championed self-determination while administering the Philippines, Puerto Rico, and
Hawaii. This paradox—freedom at home sustained by unfreedom abroad—would shape
the subsequent century's trajectory. The democratic norms that eventually spread
globally were incubated in states that simultaneously denied those norms to hundreds of
millions of colonial subjects. The 1900 frame is a reminder that liberty has never been a
simple story of progress. It has always coexisted with, and sometimes depended upon, its

opposite.

The Century Between: 1800-1900 in Structural Perspective

Before moving to the twentieth century, the transition from Frame One to Frame Two
deserves structural attention, because it establishes a pattern that will repeat
throughout the dataset. The nineteenth century saw the first sustained expansion of
political freedom in human history—from three to roughly a dozen functioning
democracies—but the expansion was neither linear nor automatic. It proceeded
through a series of revolutionary moments (1830, 1848, 1871) interspersed with long
periods of consolidation, reaction, and reversal. The Revolutions of 1848, which swept
across Europe with demands for constitutional government, were almost universally
defeated within two years. The Paris Commune of 1871 was crushed with
extraordinary violence. The democratic gains that survived the century were those
that emerged through incremental institutional reform—the gradual expansion of the
British franchise, the steady development of Scandinavian parliamentary traditions,
the slow consolidation of the American constitutional system—rather than through

revolutionary rupture.

This pattern—revolutionary expansion followed by authoritarian reaction, with
durable gains emerging only through slow institutional accumulation—is precisely
what the topological framework predicts. The Democratic Plateau is built not through a

single dramatic ascent but through the gradual deepening of institutional structures:
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independent courts, free press, civil society organizations, professional bureaucracies,
and habits of democratic participation that become self-reinforcing over time.
Countries that reached the plateau through revolutionary leaps tended to fall off again
quickly (France oscillated between republic and empire four times before 1870).
Countries that reached it through institutional accumulation tended to stay. The

basin's stability is a function of depth, and depth is a function of time.

Frame Three: 1945 — Post-War Order

~35 22 3

Global Mean Liberty Democracies Ideological Blocs

The 1945 frame is the most dramatic transformation in the sequence. The two world
wars have destroyed the old imperial order and produced something new: a world split
into three ideological zones. Western Europe, devastated by war, democratizes under
the Marshall Plan and American security guarantees. Germany and Japan, the
defeated powers, are rebuilt as democracies from the ground up—the most ambitious
experiments in externally imposed democratization in human history. The United
Nations is founded on the principle that human rights are universal, even if the

practice will lag the aspiration by decades.

But the Iron Curtain has descended across Europe, and a second bloc—the Soviet
sphere—imposes a different model: state ownership, one-party rule, and centrally
planned economies across Eastern Europe, parts of Central Asia, and, after 1949,
China. A third bloc, the non-aligned world, struggles with the inheritance of
colonialism. India gains independence in 1947. Indonesia in 1945. The great wave of
African decolonization is still fifteen years away. The 1945 frame shows a world where

liberty is geographically concentrated and ideologically contested.

What makes the 1945 frame crucial for topological analysis is the introduction of a
competing model of state capability. The Soviet Union demonstrated that a state could
industrialize, achieve near-universal literacy, build a military superpower, and send
the first human being into space—all under totalitarian governance. This was the first
large-scale proof of concept for what we now call "autocratic modernization." The

implications would take decades to fully manifest, but the seed was planted: capability
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and freedom were not inseparable. A state could deliver the former without the latter.
This insight—which the Soviet leadership understood intuitively and which the
Chinese Communist Party would later perfect—is the intellectual origin of the Great
Decoupling that Chapter 6 documents in detail.

Skip to content

225 Years in Six Frames

The long arc of liberty: from a world of near-universal autocracy in 1800, through two world wars and the Cold War's end, to the democratic peak of 2010 —
and the retreat that followed.
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Uncertainty disclosure: Global trajectory estimation is inherently more uncertain than single-country scenarios. The AR(1) model (R-squared=0.87) explains within-country persistence but not cross-country contagion effects. The transition matrix treats each country-
period as independent, which understates correlated shocks (e.&., the Third Wave affected many countries simultaneously). Expected global mean liberty ~2035: E[L] = 0.50(43.5) + 0.30(48) +0.15(55) + 0.05(48) = 46.6 (below the 2025 level of 48, reflecting the dominant
recession scenario).
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Figure 5.2. The post-war order and the third wave's beginning. 1945 shows the tripartite division: democratic West,
communist East, decolonizing South. By 1975, Southern Europe is beginning its democratic transition while Latin

America remains under military dictatorships. Source: Political Topology Index.

Frame Four: 1975 — The Third Wave Begins

By 1975, the map has become more complex. Samuel Huntington would later identify

this moment as the beginning of the "third wave" of democratization—the surge of
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democratic transitions that would transform Southern Europe, Latin America, and
eventually East Asia and the former Soviet bloc. Portugal's Carnation Revolution of
1974 and Spain's transition after Franco's death in 1975 mark the wave's beginning.
Greece restores democracy after the colonels' junta collapses. These three transitions
in Southern Europe demonstrate a principle that will prove important: autocracies that
have achieved significant economic development are more susceptible to democratic

transition than those that have not.

Yet the 1975 frame also shows the limits of the democratic project at that moment.
Africa's post-independence democracies have mostly given way to single-party states
or military governments. The optimism that accompanied decolonization in the 1960s
has curdled into disillusionment as new nations discover that formal sovereignty does
not automatically produce capable governance. Latin America is dominated by
military dictatorships—Argentina, Brazil, Chile, Uruguay, Paraguay—many of which
enjoy tacit or explicit US support under the Cold War logic that anti-communist
autocrats are preferable to democratic governments that might lean left. The Soviet
Union remains intact and militarily formidable. China, under Mao, is in the throes of
the Cultural Revolution, a catastrophic experiment in political radicalism that would
set back Chinese development by a decade but leave the Communist Party's monopoly

on power intact.

The Cold War's influence on the 1975 frame cannot be overstated. Both
superpowers actively manipulated the trajectory of political freedom in their spheres
of influence, and neither did so in the interest of genuine democratic governance. The
United States supported authoritarian regimes in Latin America, Southeast Asia, the
Middle East, and Africa when those regimes served anti-communist objectives. The
Soviet Union imposed totalitarian systems on its satellites and supported
revolutionary movements that established one-party states wherever they succeeded.
The result was a world in which political freedom was not merely a domestic outcome
but a geopolitical variable—promoted or suppressed depending on its alignment with
superpower interests. Many of the institutional legacies of this era continue to shape
political trajectories today: the security apparatus inherited from Cold War-era
dictatorships, the patronage networks funded by superpower aid, the media

ecosystems shaped by decades of state control.
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Huntington's Three Waves

Samuel Huntington identified three "waves" of democratization in his 1991 book The
Third Wave. The first wave (1828-1926) brought democracy to Western Europe and the
Americas. The second wave (1943-1962) accompanied post-war reconstruction and
decolonization. The third wave (1974-ongoing) began with the Southern European
transitions and expanded through Latin America, East Asia, and the former Soviet bloc.
Each wave was followed by a "reverse wave" in which some new democracies reverted to
autocracy. Huntington's framework is useful for periodization, but the Political Topology
framework adds a crucial dimension: the basin dynamics that determine whether a
democratic transition is stable or reversible. Countries that enter the Democratic Plateau
at sufficient depth will survive reverse waves. Countries that enter at the rim will not. The
current democratic recession may represent Huntington's third reverse wave—or it may
represent something structurally different, driven not by the traditional mechanisms of
military coup and revolution but by the novel mechanisms of incremental erosion from

within.

The third wave carried democracy forward with extraordinary momentum.
Between 1974 and 2000, the number of democracies more than doubled. But
waves, by their nature, crest and recede.

The Third Wave in Motion: 1975-2000

The quarter-century between Frames Four and Five represents the most dramatic
expansion of political freedom in human history. Between 1975 and 2000, the number
of democracies roughly tripled. The Southern European transitions (Portugal 1974,
Spain 1975-1978, Greece 1974) provided the template. Latin American militaries
returned to barracks across the hemisphere: Argentina (1983), Brazil (1985), Chile
(1990), Paraguay (1989). East Asian developmental autocracies underwent democratic
transitions: the Philippines (1986), South Korea (1987), Taiwan (1987-1996),
Indonesia (1998). And the Soviet collapse produced a cascade of democratization that
reshaped the political map of Eurasia: the Baltic states, Poland, Czechoslovakia (then
its two successor states), Hungary, Romania, Bulgaria, and—briefly and imperfectly—

Russia itself, Ukraine, and Georgia.
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The velocity of change was extraordinary. In 1988, the Berlin Wall stood. In 1991,
the Soviet Union was dissolved. In 1994, Nelson Mandela was elected president of
South Africa. In 1998, Suharto fell after 31 years of power. The sheer speed of these
transitions created a sense of inevitability that was, in retrospect, misleading.
Observers mistook the momentum of a particular historical moment for a permanent
structural shift. The wave was real, but waves, by definition, are temporary. The crucial
question—which the topological framework insists we ask—is not how many countries
democratized during the third wave, but how deeply they settled into the Democratic

Plateau. As Frame Five will reveal, many of them sat at the rim.

Frame Five: 2000 — Peak Democracy

~53 46% 42%

Global Mean Liberty World Population in Free States Countries Rated "Free"

The year 2000 represents something close to the high-water mark of human freedom.
The Berlin Wall fell eleven years earlier. The Soviet Union dissolved in 1991.
Democratic transitions swept through Eastern Europe, the Baltics, and parts of Central
Asia. South Africa ended apartheid. Latin American militaries returned to their
barracks. South Korea and Taiwan completed their democratic transitions. Indonesia,
the world's fourth most populous country, democratized after the fall of Suharto in
1998. Global mean Liberty reached approximately 53—the first time in recorded

history that the average country on earth was more free than unfree.

This was the moment of maximum optimism. Francis Fukuyama's thesis about the
"end of history" seemed vindicated. The consensus among Western policymakers was
that democratization would continue to spread, driven by economic globalization, the
internet's capacity to empower citizens, and the simple gravitational pull of a
successful model. The major international institutions—the World Bank, the IMF, the
EU's enlargement process—built conditionality frameworks that tied economic
benefits to democratic reform. Democracy was not merely winning; it appeared to

have won.

Looking back, we can see that the 2000 frame already contained the seeds of

reversal. Vladimir Putin came to power in 1999. Hugo Chavez had been elected in
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Venezuela in 1998 and was beginning the systematic dismantlement of institutional
constraints. China had entered the WTO in 2001, embarking on the most dramatic
economic expansion in human history without any political opening. The democratic
recession had not yet begun in the aggregate statistics, but the forces that would drive

it were already in motion.

The topological framework offers a structural explanation for why the peak proved
unsustainable. Many of the new democracies that joined the "Free" column during the
1990s entered the Democratic Plateau at its shallowest point—they had democratic
constitutions and held elections, but their institutional depth was modest. They lacked
the decades of civic culture, judicial independence, and press freedom that stabilize
older democracies. In the language of Part I, they sat at the rim of the basin rather than
at its center. When perturbations arrived—economic crisis, populist leaders, external
pressure from Russia or China—they were easily dislodged. The 2000 peak was, in
retrospect, partly an artifact of institutional shallowness: many countries had entered
the Democratic Plateau but had not sunk deep enough into it to resist the forces that

would push them back out.

The distribution table for 2000 tells the story in numbers. Of the countries rated
"Free" at the peak, roughly one-third sat in the Liberty 70-85 range—technically free
but institutionally fragile. These were the countries that would account for the bulk of
the subsequent decline. The consolidated democracies at the top of the distribution—
the Nordics, Western Europe, Japan, New Zealand—remained stable. The erosion came
from the middle tier, where institutions were strong enough to earn the "Free"

classification but not strong enough to withstand sustained assault.

Frame Six: 2025 — The Recession Deepens

48 19 34%

Global Mean Liberty Consecutive Years of Decline Countries Free

27%

Countries Not Free
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The 2025 frame is the one we inhabit, and it is sobering. Global mean Liberty has
fallen to 48—below the midpoint, meaning the average country on earth is once again
more unfree than free. This is the nineteenth consecutive year of democratic decline,
the longest sustained recession in political freedom since the dataset begins in 1800.
The number of countries rated "Free" has fallen from 42 percent at the peak to 34
percent. The number rated "Not Free" has risen to 27 percent, with 39 percent
classified as "Partly Free"—the unstable middle ground where institutional erosion is

most active.

POLITICAL TOPOLOGY Governance Labs - 100 Polities - 1800-2025

Two Centuries of Liberty, Tyranny & Chaos

The ternary phase-space maps every nation's power structure as a single point. Where L + T + C = 100, there is
no middle ground—only the pull of attractors. ® US crosses Event Horizon
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Figure 5.2. Two centuries of political freedom. The arc rises through Huntington's three waves of democratization,
peaks around 2006-2010, and enters a sustained recession. The current decline has erased approximately a
decade of democratic gains. Source: Political Topology Index, 91 countries, 1,656 observations.
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The decline is not confined to fragile states or post-colonial nations struggling with
institutional immaturity. It has reached the core of the democratic world. The V-Dem
Institute reclassified the United States as an "electoral autocracy" in September 2025—
the most significant downgrade of a major democracy since V-Dem's founding. India,
the world's largest democracy by population, was reclassified as an "electoral
autocracy" by V-Dem in 2017 and has continued to erode. Hungary, a European Union
member state, has been systematically dismantled as a democracy over fifteen years
under Viktor Orban. Israel, once the sole consolidated democracy in the Middle East,

has seen its liberty score decline steadily since the judicial overhaul of 2023.

The distribution of countries across the liberty spectrum has shifted markedly. At
the peak in 2010, the distribution was skewed toward freedom: a large cluster of
countries above 70, a moderate middle, and a smaller cluster below 20. By 2025, the
distribution has become more uniform and the center of gravity has shifted downward.
The middle category—countries scoring between 40 and 70—has swollen, absorbing
countries that fell from the upper tier. This is precisely the pattern that the tristable
basin model in Part I predicts: the Hybrid Trap is filling up, draining from the

Democratic Plateau above and feeding the Tyranny Well below.

Table 5.2: Distribution of Countries by Liberty Band, 2010 vs. 2025

Liberty Band Classification Count (2010) Count (2025) Change
85-100 Consolidated Democracy 24 18 -6
70-84 Flawed Democracy 16 13 -3
55—-69 Hybrid / Eroding 10 14

40-54 Electoral Autocracy 8 11

20-39 Soft Dictatorship 10 12 +2
0-19 Closed Autocracy 23 23 0

Note: The Tyranny Well (0-19) shows no change in count, reflecting its nature as an absorbing state: countries enter but rarely leave. The
middle bands (40-69) have swollen, absorbing countries that fell from consolidated or flawed democracy status. Source: Political Topology

Indezx.

Several features of this distribution deserve attention. First, the Tyranny Well (0-
19) has exactly the same number of countries as it did in 2010. This is not because no
countries have entered—some have—but because no countries have left. The Tyranny
Well is, in the language of dynamical systems, an absorbing state. Its stability is

confirmed by the 3 percent recovery rate documented through survival analysis of the
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full 225-year dataset. Countries that fall into the well tend to stay there for decades,
and often indefinitely. Second, the greatest movement is in the upper-middle range:
six countries have fallen from consolidated democracy (85+) and three from flawed
democracy (70-84), while the Hybrid and Electoral Autocracy bands have grown
correspondingly. This is the "draining of the plateau" that the basin model predicts

when perturbations exceed the restoring force of institutional resilience.

The Velocity of Decline

Not all decline is created equal. Some countries erode slowly over decades, their
institutional degradation barely perceptible in any given year. Others collapse in a
matter of years, their democratic structures dismantled with a speed that surprises
even close observers. The velocity of liberty change—measured as the annualized
change in Liberty score—reveals which countries are moving fastest and in which

direction.

Table 5.1: Fastest Decliners and Risers, 2010-2025

Country L(2010) L (2025) Velocity (pts/yr) Classification

United States 94 48 -3.1 Fastest-declining consolidated democracy
Turkey 55 18 -2.3 Competitive authoritarian to closed
Nicaragua 48 18 -2.0 Hybrid to closed autocracy

Hungary 89 52 -1.8 Democracy to soft dictatorship

India 77 62 =15 Democracy to electoral autocracy

Israel 80 60 -0.7 Free to eroding

Armenia 48 64 +1.1 Fastest riser

Taiwan 83 92 +0.6 Deepening democracy

The Gambia 22 30 +0.5 Post-authoritarian rebuilding

Source: Political Topology Index, 2010 and 2025 assessments. Velocity calculated as (L 95— Lygg¢)/ 15. Note: US score uses PTI real-time
assessment; published indices (Freedom House, V-Dem) diverge. See Chapter 12 for methodological discussion.

The ratio of decliners to improvers is approximately 3:1. Of the 91 countries in the
dataset, 67 (74 percent) are in negative velocity territory. The risers exist—Armenia's
Velvet Revolution, Taiwan's deepening democracy, the Gambia's post-Jammeh
reconstruction—but they are outnumbered and outpaced. The system-wide trend is

unambiguous: freedom is contracting.

92



The velocity data also reveal a structural pattern that deserves attention. The
fastest decliners are not, as one might expect, countries that were already fragile. They
are countries that were recently among the world's freest. The United States, Hungary,
Turkey, and India all entered the period of decline from relatively high base scores.
This is not coincidental. The topological framework predicts that the most dramatic
velocity will occur at the rim of the Democratic Plateau, where a country that has been
perturbed past the basin's edge encounters the downward gradient toward the Hybrid
Trap. Below the event horizon, the gradient steepens further, accelerating the fall.
Above the plateau's center, the restoring forces are strong and perturbations are
dampened. It is at the margins—at Liberty scores in the 70s and 80s—where the system
is most susceptible to catastrophic shifts. The velocity data are consistent with this

prediction.

The United States: A Velocity Without Precedent

The United States stands out as the fastest-declining consolidated democracy in the
dataset. Its velocity of —-3.1 points per year over fifteen years is unprecedented for a
country that was rated above 90 at the start of the period. No other established
democracy—defined as having maintained Liberty scores above 80 for at least 25
consecutive years—has ever declined this rapidly without a military coup or foreign
invasion. The American case is discussed in detail in Chapter 8 (regional analysis) and
Chapter 11 (the American case study), but the velocity data alone make a stark point:

consolidated democracies are not immune to rapid institutional collapse.

The persistence of political regimes is one of the most robust findings in the dataset.
Using an AR(1) model fitted to all 1,656 country-year observations, we estimate a
persistence parameter of beta = 0.9564, meaning that 95.6 percent of a country's
Liberty score in any given period is explained by its score in the preceding period. This
extreme persistence has two implications. On the positive side, it means that deeply
democratic countries have enormous inertia—it takes sustained, multi-year assault to
move them from the plateau. On the negative side, it means that countries that have
fallen into the Tyranny Well are held there by equally powerful inertial forces. The well
is sticky. Escape requires not merely the removal of the autocrat but the dismantling of
the entire institutional architecture of control that the autocrat has built—and the
persistence parameter suggests that this architecture, once established, becomes self-

sustaining.
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The Population-Weighted Picture

Country-count statistics flatter the democratic picture. When we weight by population
rather than treating each nation as an equal unit, the situation is substantially
grimmer. Seventy-one percent of the world's population now lives in countries
classified as "Not Free." China alone (1.4 billion people, Liberty score of 5) accounts for
roughly 18 percent of humanity. India (1.4 billion, Liberty 62 and declining) accounts
for another 18 percent. Together, these two countries—home to more than a third of

the human species—are either deeply unfree or actively eroding.

Free and democratic countries now represent a minority of humanity. The
population living under governments classified as "Free" has fallen from 46 percent in
2000 to approximately 17 percent in 2025. India's reclassification from "Free" to
"Partly Free" by Freedom House in 2021 was, in population terms, the single largest
downgrade in the history of freedom measurement: overnight, 1.4 billion people
moved from the "Free" column to the "Partly Free" column. No amount of Nordic

excellence can compensate for that arithmetic.

The population-weighted picture also changes our understanding of which
countries matter most for the global trajectory. Small, stable democracies like Finland,
Norway, and New Zealand are invaluable as proof of concept—they demonstrate that
the Democratic Plateau is real and durable. But they govern a tiny fraction of humanity.
The global trajectory is determined by the direction of large countries: China (1.4
billion), India (1.4 billion), the United States (340 million), Indonesia (280 million),
Brazil (215 million), Nigeria (230 million), and Pakistan (240 million). Together, these
seven countries account for roughly 55 percent of the world's population. Of the seven,
one (China) is firmly in the Tyranny Well, one (India) is in the Hybrid Trap and falling,
one (the United States) is in the fastest decline of any established democracy, one
(Indonesia) is eroding slowly, one (Brazil) is attempting stabilization, and two (Nigeria
and Pakistan) are in chronic institutional fragility. Not one of these seven countries is
clearly and sustainably on an upward trajectory. The arithmetic of population-

weighted freedom is, simply put, dire.
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Skip to content . . .
Who Lives Free? A Population-Weighted View
By country count, the democratic recession looks bad. By population, it looks catastrophic. China alone accounts for 1.4 billion people living under deep

autocracy. Add India's slide toward the Event Horizon and the picture inverts entirely: the majority of humanity now lives in partly free or not free states.
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83/100 (2024 report), V-Dem LDI =0.65-0.72 (scaled: ~65-72). The divergence reflects the PTI's faster update cycle, weighting toward institutional constraint erosion, and incorporation of events post-dating published
index coverage. All claims should be evaluated under both the author's PTI and established indices.

Related Articles

Figure 5.4. When you count people instead of countries, the democratic recession is far more severe. India's
reclassification from Free to Partly Free moved 1.4 billion people between columns. Free democracies now govern
only 17% of the human species, down from 46% at the peak. Source: Political Topology Index, UN Population

Division.

The tide that carried democracy forward for two centuries has turned. The
question is no longer whether freedom is in retreat—it is—but how far the
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retreat will go, and whether it can be reversed before the topological dynamics
described in Part I make reversal statistically improbable.

The six frames tell a story that resists easy narration. It is not a story of inevitable
progress, nor is it a story of inevitable decline. It is a story of contingency, of structural
forces that create possibilities and foreclose them, of waves that surge and recede on
timescales that exceed any individual human life. What the topological framework
adds to this narrative—what distinguishes it from mere description—is the recognition
that political systems are not points on a spectrum but positions in a phase space, and
that the dynamics governing movement through that space are nonlinear, path-
dependent, and subject to threshold effects that make some transitions effectively
irreversible. The event horizon described in Part I is not a metaphor. It is visible in
these data. And the data show that 60 of the 91 countries in our sample have already

crossed below it.

The data assembled in this chapter raise a question that the rest of the book will
attempt to answer: is the current decline cyclical or structural? Huntington's
framework would suggest cyclicality—that the democratic recession is the reverse
wave that inevitably follows the third wave of democratization, and that a fourth wave
will eventually arrive. The topological framework is less optimistic. It suggests that the
decline may be structural, driven by forces that did not exist during previous reverse
waves: the digital surveillance capabilities that allow autocrats to monitor and
suppress dissent at scale, the sophisticated information manipulation techniques that
enable "spin dictatorships" to maintain power without overt repression, the
demonstrated success of the autocratic modernization model that weakens the
material case for democracy, and the erosion of democratic norms within the world's
most powerful democracies, which reduces the external pressure that historically
constrained autocratic consolidation. If the topological framework is correct, the
current decline is not a pendulum that will naturally swing back. It is a ball rolling

downhill, and the hill is getting steeper.

The next chapter examines a finding that makes this picture even more troubling:
the decoupling of human capability from political freedom, and what it means for the

assumption that economic development will eventually restore the democratic tide.
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CHAPTER SIX

The Great Decoupling

Why Capability No Longer Equals Freedom

"The more well-to-do a nation, the greater the chances that it will sustain democracy.”

— Seymour Martin Lipset, 1959

A country where you can get a world-class education, see a doctor at a modern
hospital, ride a bullet train at 350 kilometers per hour, and order anything you
want delivered to your door within hours. A country with near-universal literacy, life
expectancy of 78 years, and infrastructure that puts many Western democracies to
shame. A country where you cannot vote, cannot organize a political party, cannot
publish a newspaper critical of the government, and cannot access an uncensored
internet. That country is China, and its existence poses the most fundamental
challenge to the dominant theory of political development that the twentieth century

produced.

For more than half a century, the central prediction of modernization theory has
been that economic development and political freedom move together. As societies
become wealthier, healthier, and better educated, they will inevitably become freer.
The mechanism was intuitive: development creates a middle class, education

produces citizens who demand participation, economic complexity requires the rule
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of law, and information flows undermine the capacity of autocrats to control their
populations. This was not merely an academic theory. It was the operational
assumption of every major Western institution—the World Bank, USAID, the European
Union—and the intellectual architecture of post-Cold War foreign policy. Build schools

and hospitals, the logic ran, and democracy will follow.

The data no longer support this prediction.

The Historical Correlation

To test modernization theory empirically, the Political Topology project constructed
the Human Capabilities Index (HCI)—a composite measure that goes well beyond GDP
to capture what Amartya Sen and Martha Nussbaum described as the substantive
freedoms that allow people to live lives they have reason to value. The HCI comprises
15 indicators across seven domains: Survival and Longevity (life expectancy, infant
mortality), Maternal and Child Health (maternal mortality, child stunting), Knowledge
and Education (literacy, mean years of schooling, expected years of schooling),
Material Living Standard (GDP per capita, extreme poverty rate), Psychological Well-
being (life satisfaction, suicide mortality), Basic Infrastructure (safe water access,

electricity access), and Agency and Equality (gender development, voter turnout).

This index is matched to Political Topology Liberty scores for 91 countries across
13 benchmark years spanning 1800 to 2023, yielding 808 country-year observations
with complete data. The advantage of using a multidimensional capability index rather
than GDP alone is that it captures precisely the mechanisms that modernization
theory identifies: health, education, material security, and the agency conditions that

are supposed to create demand for political participation.

When we computed the correlation between capability and freedom across our four
historical eras, the result was unambiguous: the relationship is weakening, and it has

been weakening for a century.
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Table 6.1: The Declining Correlation Between Capability and Freedom

Pearson
Observations 95% CI Key Dynamic
r
[0.69, Only free nations could mobilize institutions for
Pre-1900 78 0.79
0.87] development
1900- 156 074 [0.66, Colonial extraction builds infrastructure without
1945 ) 0.80] freedom
1945- . [0.53, Soviet model demonstrates industrial capability
1990 0.67] under totalitarianism
Post- [0.50, China, Gulf states prove autocratic modernization
453 0.57
1990 0.63] at scale

Source: AO3-Great Decoupling working paper. Pearson r computed on matched HCI-Liberty pairs. Decline from 0.79 to 0.57 is statistically
significant (z = 2.83, p < 0.005). Confidence intervals via Fisher z-transformation.

The decline from r = 0.79 to r = 0.57 represents a fundamental structural shift. In
the pre-1900 world, freedom and capability were tightly bound: only free societies
could mobilize the institutional infrastructure—property rights, rule of law,
educational investment, scientific inquiry—necessary for development. An autocrat
who wanted a modern economy had to create the conditions that would eventually

empower citizens to demand political participation. The bundle appeared inseparable.

The twentieth century progressively unbundled it. Colonial extraction showed that
infrastructure could be built without freedom—railways, ports, and telegraph systems
served the colonizer, not the colonized, but they were infrastructure nonetheless. The
Soviet model demonstrated that industrial capability could be achieved through
centralized planning under totalitarian control. And in the post-1990 period, China,
the Gulf states, Singapore, and the "Asian tigers" proved that autocratic modernization
could work at scale, delivering healthcare, education, and material prosperity to

hundreds of millions of people without any political opening.

The autocrats have learned. They deliver hospitals and highways. They just
don't deliver ballot boxes.

99



The Human Capabilities Index

The HCI is grounded in the philosophical framework developed by Amartya Sen and
Martha Nussbaum—the "capability approach" to human development. Sen (1999)
argued that development should be understood not as the expansion of income or
output but as the expansion of "capabilities"—the substantive freedoms that allow
people to live lives they have reason to value. Nussbaum (2011) operationalized this
framework with a list of ten "central capabilities," including life, bodily health,

practical reason, affiliation, and control over one's environment.

Our index maps these philosophical foundations to 15 measurable indicators
organized in seven empirical domains. The design philosophy follows three principles:
breadth across the capability space, ensuring that material, health, educational,
psychological, and agency dimensions are all represented; historical depth,
prioritizing indicators available from 1800 where possible; and commensurability,
normalizing all indicators to a 0-100 scale for aggregation. Validation against the
UNDP Human Development Index produces a Pearson correlation of r = 0.92,
confirming convergent validity while demonstrating that the HCI captures capability
dimensions—psychological well-being, gender equality, infrastructure access—that the
HDI omits.

The Seven Domains of Human Capability

D1: Survival & Longevity — Life expectancy, infant mortality

D2: Maternal & Child Health — Maternal mortality, under-5 stunting

D3: Knowledge & Education — Literacy, mean years of schooling, expected years
D4: Material Living Standard — GDP per capita (PPP), extreme poverty rate

D5: Psychological Well-being — Life satisfaction (Gallup), suicide mortality

D6: Basic Infrastructure — Safe water access, electricity access

D7: Agency & Equality — Gender Development Index, voter turnout

The HCI is an arithmetic mean of all available normalized indicators for each country-
year, subject to a minimum of three indicators. See Appendix A and Paper A-09 for full
construction methodology.

The Four Quadrants

When we plot every country on a scatter diagram with Liberty on the horizontal axis

and HCI on the vertical axis, the resulting picture is one of the most striking in the



entire Political Topology project. Two threshold lines divide the space into four
guadrants: HCI = 70 (the capability threshold, approximating the 60th percentile) and
Liberty = 60 (the freedom threshold). The four resulting quadrants tell the story of the

decoupling in a single image.

Thé Gféaf Decoﬁpling

For two centuries, freedom and human development moved in tandem. They no longer do.

0.79 0.57 39 38

The Correlation Is Falling Capable Autocracies Are Overtaking Free Democracies
ty x b @ Free & Capable @ Capable Autocracies
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The Thesis

For two centuries, the path to human development ran through political liberty. Democracies built schools, hospitals, courts,

and infrastructure. The correlation held at r = 0.79 before 1900. Then something changed.

Authoritarian states — starting with the Soviet Union, then China, the Gulf states, and Southeast Asian developmental
autocracies — discovered they could deliver material welfare without political freedom. By 2023, the correlation had fallen to
r = 0.57. Today, achieve high capabilities under autocratic rule, versus 32 under democracy. The crossover
happened in the 2020s.

This is the great decoupling: the autocrat's bargain now works, materially. The question for the 21st century is no longer
whether autocracies can deliver prosperity — they can. The question is what liberty provides that capability indices cannot

measure: dignity, voice, accountability, and the right to say no.

Figure 6.1. The Great Decoupling visualized. For the first time in recorded history, Capable Autocracies (upper left,
39 countries) equal or outnumber Free and Capable states (upper right, 38). The diagonal from lower left to upper
right represents modernization theory's predicted path. The vertical axis represents the path autocracies have

actually taken. Source: Political Topology Index and HCI, 2023 cross-section.

101



38 39 8

Neither

Free & Capable Capable Autocracies

The most consequential finding is that Quadrant II—the Capable Autocracies—now
contains 39 countries, equaling or exceeding the 38 countries in Quadrant I (Free and
Capable). This parity is historically unprecedented. In 1960, Free and Capable states
outnumbered Capable Autocracies by 18 to 6. In 1990, the ratio was 28 to 14. By 2010,
it was 40 to 28. The crossover occurred in the early 2020s, and it represents a
structural transformation in global politics: the autocratic modernization model is no

longer exceptional. It is modal.

The quadrant evolution over time reveals the speed of this transformation. Table

6.2 tracks membership across the twentieth and twenty-first centuries.

Table 6.2: Quadrant Membership Over Time

Year Free & Capable Capable Autocracy Free but Struggling Neither
1900 5 2 8 14
1945 8 4 10 20
1960 18 6 8 24
1975 20 10 6 22
1990 28 14 4 20
2000 36 22 2 16
2010 40 28 1 14
2023 38 39 1 13

Source: AO3-Great Decoupling working paper. Classification uses HCI = 70 and Liberty = 60 thresholds. The Capable Autocracy category
has grown from 2 countries in 1900 to 39 in 2023. Free & Capable peaked at 40 in 2010 and has since declined.

The table tells a story of convergence followed by crossover. Throughout the
twentieth century, both categories grew—the Free and Capable category grew faster,
aided by the third wave of democratization. But after 2010, the trajectories diverged:
Free and Capable declined from 40 to 38 as democracies eroded, while Capable

Autocracies surged from 28 to 39 as authoritarian states continued to develop. The
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crossover is not the result of a single dramatic event. It is the cumulative product of

two decades of autocratic capability-building and democratic institutional erosion.

What Capable Autocracies Deliver — and What They Do Not

The evidence is nuanced and demands careful examination, because the conclusions
one draws from it have profound implications for development policy, foreign aid, and
the moral case for democracy itself. Capable Autocracies deliver measurable gains in
healthcare, education, and infrastructure that approach democratic standards. Mean
life expectancy in Capable Autocracies is 74.8 years versus 81.2 in Free and Capable
states—a gap that has narrowed from 18 years in 1960 to 6.4 years today. Adult literacy
rates are 93 percent versus 99 percent. Electricity access is 97 percent versus 100
percent. On binary outcomes—does the citizen have access to clean water, electricity,
basic education?—the gap between autocratic and democratic capability has nearly

closed.

Table 6.3: What Capable Autocracies Deliver — Outcome Comparison

Outcome Free & Capable (n=38) Capable Autocracy (n=39)

GDP per capita (PPP) $35,700 $17,600 -$18,100
Life expectancy (years) 81.2 74.8 -6.4
Infant mortality (per 1,000) 4.1 12.8 +8.7
Adult literacy (%) 98.8 92.6 -6.2
Mean years schooling 11.9 9.2 =2l

Life satisfaction (0-10) 6.5 5.4 -1.1
Gender Dev. Index 0.99 0.93 -0.06
Safe water access (%) 99.5 93.8 -5.7
Electricity access (%) 100.0 97.4 -2.6

Source: AO3-Great Decoupling working paper. All differences statistically significant at p < 0.05 or better. Infrastructure gaps (water,
electricity) are narrowing and may lose statistical significance in future data.

However, three outcomes systematically diverge, and they are telling. Life
satisfaction is 1.1 points lower in Capable Autocracies (5.4 versus 6.5 on a 10-point
Cantril ladder), a gap that has not narrowed over two decades of measurement. This is
particularly striking because it persists even among high-income Capable Autocracies.
The UAE (life satisfaction 6.9) and Saudi Arabia (6.5) approach but do not exceed



democratic averages despite per-capita incomes comparable to Western European
democracies. Something that democracies provide—beyond material welfare, beyond
healthcare and infrastructure—contributes to how people evaluate their lives. The
capability approach of Sen and Nussbaum would identify this as the capability for
"practical reason" and "affiliation": the ability to form and pursue one's own
conception of the good, and to participate meaningfully in the social and political
decisions that shape one's life. These capabilities are systematically denied in
autocracies, and their absence registers in subjective well-being even when material

conditions are excellent.

Gender development is 0.06 points lower (0.93 versus 0.99 on the Gender
Development Index), reflecting systematic constraints on women's participation in
economic, social, and political life. This gap is not merely a statistical artifact; it
reflects the structural fact that authoritarian states tend to reproduce patriarchal
power structures because the same institutional mechanisms that suppress political
dissent also suppress demands for gender equality. The exceptions—Cuba, for
instance, which scores relatively well on gender indicators despite totalitarian
governance—prove the rule: they require deliberate state intervention to achieve
gender outcomes that democracies produce more organically through the agency of

women themselves.

And GDP per capita is $18,100 lower ($17,600 versus $35,700), suggesting that
authoritarian growth models, while effective at catching up, may face ceilings that
democratic market economies do not. The economic literature on "middle-income
traps" is relevant here: authoritarian states excel at directing resources toward catch-
up growth (building roads, factories, power plants) but struggle with the institutional
conditions required for innovation-driven growth (property rights, creative
destruction, venture capital, intellectual freedom). China's current economic
challenges—debt-to-GDP exceeding 300 percent, a property sector in sustained
decline, rising youth unemployment—may represent the structural limits of the

authoritarian growth model.

The pattern is clear: Capable Autocracies can match democracies on material
outputs but consistently underperform on outcomes that reflect individual agency,
subjective well-being, and economic complexity. The things that democracies provide
beyond material capability—political voice, accountability, freedom of expression, the
dignity of participation—appear to contribute independently to human flourishing in

ways that are measurable even if they are not captured by infrastructure statistics.
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Five Trajectories Through Capability-Liberty Space

The aggregate patterns described above mask substantial heterogeneity in how
individual countries move through capability-liberty space over time. The 225-year
dataset reveals five archetypal paths, each telling a different story about the

relationship between freedom and development.

South Korea: The Diagonal Ideal

Trajectory: L=5, HCI=14 (1900) — L=8, HCI=67 (1975) — L=83, HCI=93 (2025)

South Korea's trajectory most closely matches modernization theory's
prediction. From Japanese colony through autocratic modernization under Park
Chung-hee to democratic transition in 1987, Korea demonstrates that capability
can create pressure for freedom—but only when specific conditions align: a
sustained democracy movement, a military that chose not to suppress it, Cold
War geopolitical pressures from the United States, and an export-oriented
economic structure that made the middle class both large and economically
autonomous from the state. The Korean path is the one modernization theory
promised everyone. The problem is that it is increasingly the exception rather
than the rule.



China: The Vertical Miracle

Trajectory: L=4, HCI=19 (1949) — L=>5, HCI=86 (2025) — HCI gain: +67, Liberty

gain: +1

China's trajectory is almost purely vertical. No other country in history has
achieved this scale of human development with so little political change. Near-
universal literacy (97 percent), life expectancy of 78 years, GDP per capita of
$19,100, and world-class infrastructure—all accomplished under continuous
one-party rule. The HCI-Liberty gap of 81 points represents maximum
decoupling. China proves, at scale, that a state can lift 800 million people out of
poverty without delivering a single ballot box. The modernization hypothesis fails
most spectacularly here, and the Chinese Communist Party's capacity for what
scholars call "authoritarian upgrading" has been more effective than anyone

predicted.

Singapore: The Benevolent Autocracy Thesis

Position: L.=47, HCI=92 (2025) — The most capable Capable Autocracy

Singapore occupies a unique position: the highest capability score in the Capable
Autocracy quadrant, with GDP per capita of $87,900 that exceeds most
democracies. Its developmental state model—combining trade openness,
meritocratic bureaucracy, public housing, and universal healthcare within
constrained political competition—is often invoked as proof that effective
governance does not require democratic accountability. The data partially
support and partially challenge this claim. Singapore's life satisfaction score (6.5)
is comparable to Free and Capable democracies rather than exceeding them,
suggesting that material capability alone does not produce the well-being
premium that democratic voice provides. Singapore may represent an upper
bound on what authoritarian governance can achieve: high material capability

but not superlative human flourishing.



Venezuela: The Leftward Collapse

Trajectory: L=72, HCI=71 (1975) — L=8, HCI=68 (2025) — Liberty loss: -64

Venezuela demonstrates that decoupling works in reverse. Once Latin America's
wealthiest democracy, Venezuela experienced a catastrophic erosion of political
liberty beginning in the late 1990s under Chavez and Maduro. Liberty fell 64
points while HCI initially held steady and then began to decline. The Venezuelan
case reveals an important asymmetry: capability degrades after freedom is lost,
but with a lag of approximately five to ten years. Healthcare systems and
educational infrastructure built during the democratic period continue to
function under autocratic rule before gradually eroding. This lag means that
cross-sectional data can show high-capability autocracies that are actually on a

downward trajectory not yet reflected in their HCI scores.

United States: The Troubling Rightward Shift

Trajectory: L=42, HCI=42 (1800) = L=94, HCI=92 (2015) = L=48, HCI=92 (2025,
PTI)

For 220 years, the United States traced a textbook modernization trajectory:
northeast through capability-liberty space, rising from humble beginnings to the
paradigmatic case for the theory that freedom and capability reinforce each
other. Then it snapped. Between 2020 and 2025, the US experienced what is, by
the PTI measure, the fastest horizontal collapse in the dataset: Liberty fell 46
points while HCI barely moved. The American trajectory now looks like an
inverted "J"—centuries of progress followed by a sudden leftward break. The
decoupling that was supposed to happen only in autocracies happened in the
world's oldest democracy. Even under more conservative liberty estimates (L =
57-70), the US is moving leftward on the scatter—toward the Capable Autocracy

cluster.

Why Modernization Theory Fails

The evidence assembled in this chapter points to a simple but consequential

conclusion: capability is necessary but not sufficient for political freedom. The original
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modernization thesis, developed by Seymour Martin Lipset in 1959, treated the bundle
—development, education, middle-class growth, democratic demand—as inseparable.
The mechanism was intuitive and, for a time, empirically well-supported: economic
development creates a middle class; education produces citizens who understand
their interests and demand participation; economic complexity requires the rule of
law, which constrains arbitrary power; information flows undermine the capacity of
autocrats to control their populations; and rising expectations create pressure for
political opening. This mechanism worked well enough to explain the cases that
dominated the twentieth century's political imagination: post-war Western Europe,

post-authoritarian South Korea and Taiwan, post-apartheid South Africa.

What the data show is that authoritarian regimes have learned to unbundle this
mechanism—to deliver the material components of human welfare while neutralizing
the political consequences that modernization theory predicted. They build the
hospitals but not the ballot boxes. They fund the universities but censor the curricula.
They construct the infrastructure but control the information that flows through it.
They create a middle class but make that middle class dependent on state patronage
rather than autonomous from it. They deliver rising living standards but redirect the

resulting gratitude toward the regime rather than toward demands for participation.

The regression analysis in the A0O3 working paper confirms this interpretation with
statistical precision. In a simple bivariate model, HCI predicts Liberty with a
coefficient of 0.84—a strong relationship consistent with modernization theory. But as
controls are added for oil rents (the resource curse), accumulated years of autocratic
rule (institutional path dependence), and era effects (the changing global
environment), the coefficient drops to 0.31. The modernization effect does not

disappear entirely, but it is overwhelmed by countervailing forces.

Three countervailing forces are particularly important. First, resource wealth. Oil
rents show the largest standardized coefficient in the full regression specification
(-0.62, p < 0.01), confirming the "resource curse" thesis that natural resource
revenues enable autocrats to fund state capacity, buy off potential opposition, and
avoid the institutional bargains with citizens that historically preceded
democratization. The Gulf states are the clearest illustration: petrostate monarchies
that distribute resource wealth widely enough to sustain popular acquiescence without

any political concession.



Second, accumulated years of autocratic rule (-0.28, p < 0.01). This variable captures
what the topological framework describes as institutional path dependence: the longer
a state has been autocratic, the deeper the institutional infrastructure of control
becomes, and the harder it is for rising capability to translate into democratic demand.
The security apparatus, the censorship machinery, the patronage networks, the
mechanisms of elite co-optation—these accumulate over decades and create a self-
reinforcing system that can absorb modernization pressures without political opening.
China's Communist Party, with 76 years of continuous rule, has had more time than

any other contemporary autocracy to develop these institutional defenses.

Third, era effects. The Post-1990 interaction term with HCI is consistently negative
and significant across all specifications, confirming that the HCI-Liberty relationship
has weakened over time even after controlling for other factors. This era effect
captures the aggregate impact of all the changes in the global environment that have
made autocratic modernization more feasible: the availability of surveillance
technology, the development of "spin dictator" techniques for maintaining power
through information manipulation rather than overt repression, the weakening of
Western democracy promotion after Iraq and Afghanistan, and the demonstration

effect of successful autocratic modernizers like China and Singapore.

The Autocrat's Learning Curve

The Great Decoupling is not an accident. It reflects a deliberate adaptation by
authoritarian regimes that have studied the failures of their predecessors. The Soviet
Union collapsed partly because it failed to deliver material welfare. Modern autocracies
have learned from that mistake. They deliver the welfare. They just ensure that it comes
with political strings attached—or rather, with political strings carefully removed. As
Guriev and Treisman (2022) document, the new "spin dictators" maintain power not
through overt repression but through information manipulation, co-optation of elites,
and performance legitimacy based on economic delivery. The capable autocracy is not a
transitional phase on the way to democracy. It is a stable equilibrium—a new attractor

basin in the political topology of the twenty-first century.

The case for democracy must now be made on its own terms—not as a
byproduct of economic growth, but as a value worth defending in its own right.
The material argument has been neutralized. What remains is the moral



argument: dignity, agency, accountability, and the right to shape one's own
governance.

The implications ripple outward in multiple directions, each with consequences for
how we think about political development, foreign policy, and the future of democratic

governance.

First, if development does not reliably produce democracy, then the entire
architecture of Western development aid—built on the assumption that building
schools and hospitals would eventually create democratic citizens—needs
fundamental revision. For decades, the World Bank, USAID, and European
development agencies operated on the premise that material development was the
best long-term investment in democratic governance. The evidence suggests this was,
at best, a necessary but not sufficient condition, and at worst, a misallocation of effort.
Development policy must explicitly address institutional architecture—the
independence of courts, the pluralism of media, the autonomy of civil society, the
integrity of electoral systems—alongside material outcomes. Building a hospital is
important. Building a hospital while the courts that protect the hospital's

independence are being captured is a Pyrrhic investment.

Second, the case for democracy must be remade on intrinsic rather than
instrumental grounds. For much of the post-Cold War period, democracy's advocates
made a primarily material argument: democracies are richer, healthier, and more
innovative. The Great Decoupling has neutralized this argument. The capable
autocracies now offer a counter-narrative that is difficult to refute on material terms
alone. The case for democracy must shift to what Amartya Sen always argued was its
true foundation: the intrinsic value of political voice, human dignity, accountability,
and the right to shape one's own governance. These are not second-order goods. They
are constitutive of what it means to live a fully human life. The life satisfaction data
support this: even at comparable levels of material capability, people in free societies
report higher well-being. The 1.1-point life satisfaction gap between Free and Capable
states and Capable Autocracies is not enormous, but it is persistent, statistically
significant, and philosophically profound. It suggests that freedom is not merely a
means to an end but an end in itself—something that contributes to human flourishing

independently of its effect on GDP, life expectancy, or literacy rates.
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Third, the Great Decoupling changes the geopolitical landscape in ways that are
only beginning to be understood. When capability and freedom moved together, the
world's most capable states were also its freest, and their combined economic and
military power created a gravitational field that pulled wavering states toward
democracy. That gravitational field is weakening. China's economic weight, the Gulf
states' sovereign wealth, and Russia's military assertiveness create an alternative
gravitational field that pulls toward the Capable Autocracy model. Countries in the
Hybrid Trap now face two competing attractors, and the democratic one is no longer
clearly stronger. The implications for alliance structures, trade relationships, and the

normative architecture of international institutions are explored in Part V.

Robustness and Alternative Explanations

A finding this consequential demands rigorous interrogation. The A03 working paper
subjects the decoupling result to a battery of robustness tests, and the finding survives
all of them. Geometric mean aggregation of the HCI (which penalizes extreme within-
domain variation more heavily than arithmetic mean) produces results within 0.02 of
the baseline correlation estimates. Leave-one-domain-out jackknife analysis shows
that no single domain drives the result: removing any of the seven capability domains
changes the final HCI score by less than 3 percent for any country and does not alter
the quadrant assignment for more than three countries. The correlation decline from r
= 0.79 to r = 0.57 is significant under Fisher z-transformation (z = 2.83, p < 0.005),

ruling out the possibility that the decline is an artifact of sampling variation.

Several alternative explanations merit consideration and can be addressed with the
data. First, the "measurement artifact" objection: perhaps the correlation is declining
because Liberty scores have become more precise over time, introducing variation
that earlier, cruder measures masked. This is plausible in principle but fails
empirically: the decline is monotonic across all four eras and is present even when the
analysis is restricted to the post-1972 period where Freedom House provides
consistent measurement. Second, the "selection effect" objection: perhaps the
correlation declines because the sample of countries expanded over time to include
more autocratic states, which mechanically pulls down the correlation. This objection
is addressed by restricting the analysis to a balanced panel of 45 countries with
continuous coverage from 1900 to 2023. In this restricted sample, the correlation
decline is actually steeper (from 0.82 to 0.51), ruling out selection as the driver. Third,

the "reverse causation" objection: perhaps freedom causes capability rather than
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capability causing freedom, and the declining correlation reflects the declining quality
of democracy rather than the failure of modernization theory. The data cannot
definitively resolve the direction of causation, but the existence of Capable Autocracies
—countries with high capability and near-zero freedom—demonstrates that freedom is
not a necessary condition for capability, which is sufficient to falsify the strong form of

the modernization hypothesis regardless of the causal direction.

The most sophisticated objection is that the decoupling is a temporary
phenomenon driven by the Chinese outlier—that China's extraordinary growth
trajectory skews the results, and that once Chinese growth decelerates (as it is
currently doing), the correlation will recover. This objection is testable by excluding
China from the analysis. The result: the post-1990 correlation without China is r = 0.62
rather than r = 0.57. The correlation is slightly higher, confirming that China
contributes to the decoupling, but the decline from the pre-1900 baseline (r = 0.79)
remains large and statistically significant. China is the most dramatic case of
decoupling, but it is not the only one. The Gulf states, the Central Asian republics,
Singapore, Vietnam, and Cuba all sit in the Capable Autocracy quadrant independent

of China. The decoupling is a structural shift, not a single-country anomaly.

The Great Decoupling: Audit Status

The Great Decoupling finding was rated "Supported" by the independent thesis audit—
one of only four claims to receive full confirmation. The correlation decline (0.79 to 0.57)
reproduces exactly across multiple estimation methods. The identification of 39 Capable
Autocracies is robust to alternative HCI specifications (leave-one-domain-out jackknife
shows maximum variation of 3 countries). Sensitivity analysis via geometric mean
aggregation produces results within 0.02 of baseline. This is among the Political Topology

project's strongest empirical contributions.

The next chapter turns from data tables to maps—because the patterns described here
have a geography, and that geography reveals dimensions of the democratic recession

that statistics alone cannot capture.
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CHAPTER SEVEN

The Atlas of Political Freedom

Fourteen Maps That Tell the Story of Human Liberty

"Maps are arguments. Every projection, every colour choice, every boundary drawn is a claim about
what matters."

— Cambridge Governance Labs, Atlas of Political Freedom, 2026

M aps tell stories that tables cannot. A table can inform you that 60 of 91 countries
sit below the event horizon. A map shows you that those 60 countries form a
nearly continuous belt stretching from Casablanca to Vladivostok, broken only by the
stubborn green of Western Europe and the scattered democracies of the Pacific Rim. A
table can report that the Middle East has the largest capability-freedom gap in the
world. A map shows you that gap as a solid block of red in a region of extraordinary
wealth. A table can list the velocity of democratic decline by country. A map shows you
that the fastest decliners are not clustered in the global South but distributed across

every continent, including North America and Europe.

This chapter walks the reader through fourteen key maps from the Political
Topology Atlas, each designed to reveal one dimension of the global democratic
recession. Together, they form a narrative arc: from the global picture to regional

detail, from static snapshots to dynamic trajectories, from surface patterns to
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structural forces. These maps are drawn from the same dataset that underlies the
statistical analyses in Chapters 5 and 6—91 countries, 225 years, 1,656 observations—
but they present that data in a form that engages spatial intuition and reveals

geographic patterns that purely numerical analysis can miss.

Map 01: Global Liberty 2025 — The Big Picture

SP“""The State of Global Liberty, 2025

Political Topology Index scores for 91 countries. The world is less free than it was fifteen years ago — and the pace of retreat is
accelerating.
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The United States at 48 — now classified "Partly Free" — has fallen below the global mean for the first time in its history. It shares a cohort with Mexico (48), Serbia (48), and Singapore (47).

METHODOLOGY NOTE: The PTI score of L=48 reflects the author's real-time institutional assessment incorporating executive action pace through early 2026. Published indices score the US higher: Freedom House
83/100 (2024 report), V-Dem LDI =0.65-0.72 (scaled: ~65-72). The divergence reflects the PTI's faster update cycle, weighting toward institutional constraint erosion, and incorporation of events post-dating published
index coverage. All claims should be evaluated under both the author's PTI and established indices.

constraint holds definitionally, not as an independent empirical finding. L is measured via Freedom House; C via the Fragile States Index. Future work should develop independent Tyranny measures to test the constraint

THEORETICAL BASIS: The ternary constraint models political power as a zero-sum allocation. T is computed as the residual (T = 100 — L — C), which the author acknowledges as a measurement limitation — the
empirically.

Related Articles

Map 01: Global Liberty, 2025. The majority of humanity lives under unfree governance. Global mean Liberty = 48.

Europe remains the only region that is predominantly green. Source: Political Topology Index, 2025 assessment.

The first map is the simplest and the most arresting. Every country is colored by its
current Liberty score: green for free (above 80), amber shades for partly free (40-80),
and deep red for unfree (below 20). The picture is dominated by red and amber.
Europe is a green island in a sea of unfreedom. The African continent is almost
entirely below 50. The Middle East and Central Asia are uniformly deep red. The
Americas show a gradient that was once clean—green in the north, deepening amber

toward the south—but that gradient is now fracturing as the United States itself
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declines. Asia displays the widest intra-regional diversity: Japan (96), Taiwan (92), and
South Korea (83) stand as green outposts in a region where China (5), North Korea (2),

and Myanmar (8) anchor the opposite extreme.

Map 02: The Event Horizon — Who Has Crossed

Skip to content .
he Event Horizon

Below a Liberty score of 55, the probability of democratic recovery drops to single digits. Countries that cross this threshold enter a
gravitational basin from which few return. Of the 91 countries tracked, 60 now sit below this critical line.

60 31 8% 5
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The danger zone (L = 52-55): Countries near this band — India (62), South Africa (62), Sencgal (60), Isracl (60), Hungary (63) — sit perilously close to the critical instability zone. A single shock, a
stolen election, or a constitutional overreach could push them across the threshold into the hybrid trap. The United States (48) has already crossed.

METHODOLOGY NOTE: The PTI score of L=48 reflects the author's real-time institutional assessment incorporating executive action pace through early 2026. Published indices score the US higher: Freedom House
83/100 (2024 report), V-Dem LDI =0.65-0.72 (scaled: ~65-72). The divergence refiects the PTI's faster update cycle, weighting toward institutional constraint erosion, and incorporation of events post-dating published
index coverage. All claims should be evaluated under both the author's PTI and established

RECENTLY FALLEN BELOW (SINCE 2010) AT RISK — WITHIN 10 POINTS OF HORIZON
United States 94 — 48 (~46) India 62 (~15 since 2010)

Turkey 52 — 18 (-34) South Africa 62 (~10 since 2010)

Nicaragua 38 — 8 (-30) Senegal 60 (+8 since 2010)

Venezuela 28 — 8 (-20) Israel 60 (~12 since 2010)

Mali 31 — 8 (-23) Hungary 63 (21 since 2010)

Tunisia 14 — 22 (rose, still below) Bulgaria 66 (-5 since 2010)

Argentina 65 (=3 since 2010)

Related Articles

Map 02: Above and Below the Event Horizon. Two-thirds of countries have crossed below the critical instability
threshold (L=52-55), below which recovery probability drops to 3%. Eight countries crossed downward since 2010.
Source: Political Topology Index, survival analysis estimates.

This map translates the topological concept of the event horizon into geographic
reality. At Liberty scores of approximately 52-55, the Political Topology framework
identifies a critical instability zone—a threshold below which self-correction becomes
extremely unlikely. Three independent estimation methods (survival analysis, Markov
transition matrices, and potential function estimation) converge on this range. Below

it, the probability of recovery without external intervention falls to 3 percent.
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The map divides the world into two colors: blue for countries above the event
horizon, red for those below. The result is stark. Sixty of 91 countries—two-thirds of the
sample—sit below the threshold. Eight countries that were above it in 2010 have since
crossed below. The map makes vivid what the statistics only suggest: most of the world
is in a zone from which historical recovery is extremely rare. The blue countries—
Europe, Japan, South Korea, Taiwan, Canada, Chile, a handful of others—are a

shrinking archipelago of freedom in a rising sea of autocracy.

Map 03: The Capable Autocracies — The Decoupling Made Visible

Skip to content

he Capable Autocracies

The old ion was simple: breeds The data tells a different story. 39 countries now combine high human capabilities (HCT

= 70) with low political freedom (Liberty < 55) — rich, educated, and unfree.
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The Great Decoupling: China (HCI 86, Liberty 5), Russia (HCI 87, Liberty 10), and Saudi Arabia (HCI 89, Liberty 7) prove that autocracies can deliver prosperity without freedom. This is the 21st

century's most dangerous political discovery — and its most exportable model.

METHODOLOGY NOTE: The PTI score of L=48 reflects the author's real-time institutional assessment incorporating executive action pace through early 2026. Published indices score the US higher: Freedom House
83/100 (2024 report), V-Dem LDI =0.65-0.72 (scaled: ~65-72). The divergence reflects the PTT's faster update cycle, weighting toward institutional constraint erosion, and incorporation of events post-dating published
index coverage. All claims should be evaluated under both the author's PTI and established indices.

Related Articles

Maps Event Horizon Maps Democratic Recession Framework Stability Wells Graphics Autocrat Survival

Map 03: The Four Quadrants in Geographic Space. Capable Autocracies (39, red) now equal Free and Capable
states (38, green). The Gulf states, China, Russia, and Central Asia form a solid block of high capability and near-zero
freedom. Source: Political Topology Index and Human Capabilities Index, 2023.

This is the map that most directly challenges modernization theory. Every country is
colored by its quadrant assignment: green for Free and Capable, red for Capable
Autocracy, amber for Free but Struggling, gray for Neither. The upper-left quadrant—
high capability, low freedom—is not a scattering of outliers. It is a solid geographic

block stretching from the Persian Gulf through Central Asia to the Pacific coast of
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China. The Gulf states (Saudi Arabia with HCI 89 and Liberty 7, the UAE with HCI 92
and Liberty 22), Russia (HCI 79, Liberty 13), China (HCI 86, Liberty 5), and the Central
Asian republics form a contiguous zone of capable autocracy that contains roughly 3

billion people. This is not an anomaly. This is a system.

Map 04: The Democratic Recession — Who Has Lost Most

Skip to content

o The Great Democratic Recession, 2010-2025

Of 91 countries tracked, 72 lost ground in the past fifteen years. Only 17 improved. The democratic high-water mark of 2010 now looks like a peak that

may not be revisited for a generation.

72 17 2 -46 +17

COUNTRIES DECLINED COUNTRIES IMPROVED UNCHANGED WORST DECLINE (USA) BEST GAIN (ARMENIA)
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United States

The United States (~46) experienced the stcepest democratic decline of any country in the dataset — a fall from 94 to 48 in just fifteen years, without a military coup, revolution or foreign invasion.
Turkey (34), Nicaragua (~30), and Mali (~23) follow, but none match the velocity of America’s retreat.

METHODOLOGY NOTE: The PTI score of L=48 reflects the author's real-time institutional assessment incorporating executive action pace through early 2026. Published indices score the US higher: Freedom House
83/100 (2024 report), V-Dem LDI =0.65-0.72 (scaled: ~65-72). The divergence refiects the PTI's faster update cycle, weighting toward institutional constraint erosion, and incorporation of events post-dating published
index coverage. All claims should be evaluated under both the author's PTI and established indices.

Related Articles

Map 04: The Democratic Recession From Each Country's Peak. Rather than measuring decline from a single year,
this map shows each country's distance from its own historical maximum Liberty score. The deepest declines are
concentrated in countries that reached the Democratic Plateau but failed to consolidate. Source: Political Topology
Index, country-level peak identification.

Most measures of the democratic recession use a fixed baseline year—typically 2006 or
2010, when aggregate freedom peaked. This map uses a different approach: it

measures each country's decline from its own individual peak, whenever that
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occurred. The result reveals patterns that a fixed-baseline approach obscures. Some
countries peaked long before the aggregate: Venezuela peaked in the late 1970s and
has been declining for four decades. Others peaked after the aggregate: Tunisia peaked
in 2014, then reversed. The map shows that the democratic recession is not a single
synchronized decline but a convergence of individual declines with different timelines,

different causes, and different velocities—all moving in the same direction.

The countries with the largest gap between peak and current score form a diverse
group that resists regional or developmental categorization. They include wealthy
democracies (the United States, with a gap of 46 points by the PTI measure), middle-
income states (Turkey, with a gap of 37), post-colonial nations (Nicaragua, with a gap of
30), and former Soviet states (Russia, with a gap of approximately 35 from its brief
post-Soviet opening). The diversity of this group is itself significant: it suggests that the
forces driving democratic decline are not confined to specific economic conditions,
cultural contexts, or institutional traditions. They operate across all of these, exploiting

different vulnerabilities in different places but producing the same directional result.
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Map 05: Six Frames — 225 Years in Six Snapshots

Skip to content . .
225 Years in Six Frames
The long arc of liberty: from a world of near-universal autocracy in 1800, through two world wars and the Cold War's end, to the democratic peak of 2010 —

and the retreat that followed.

1800 1900 1945 1989 2010 2025
1 19 23 53
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The pattern is clear: two centuries of pai i ic expansion i around 2010. Since then, the map has been turning red again — not from war or revolution, but from erosion within. The 2025

frame resembles 2000 more than it does 2010.

METHODOLOGY NOTE: The PTI score of L=48 reflects the author's real-time institutional assessment incorporating exccutive action pace through early 2026. Published indices score the US higher: Freedom House 83/100
(2024 report), V-Dem LDI =0.65-0.72 (scaled: ~65-72). The divergence reflects the PTT's faster update cycle, weighting toward institutional constraint erosion, and incorporation of events post-dating published index coverage. All
claims should be evaluated under both the author's PTI and established indices.

FORMAL PROBABILITY ESTIMATION: WHAT COMES AFTER THE SIXTH FRAME?

‘The six frames present an implicit narrative: expansion, peak, recession. But what probability should we assign to the next frame? The transition matrix (N=1,565 transitions, 91 countries), survival analysis (N=579 spells), and GMM component

weights (K=5) allow formal estimation of three global trajectory scenarios for 2030-2035

3 ey O FRAME  p(SCENARIO)  EMPIRICAL BASIS KEY ASSUMPTION
Continued AR(1) persistence: beta=0.9564, meaning current trajectory is strongly self-reinforcing. Hybrid zone (S5-56) retention = 69-
Recession OLED 76% at 5 yr. Countries currently in decline (US, India, Indonesia, Georgia, Thailand) show S6/S7 transition rates of 27-24% ‘The 2010-2025 trend continues. No major democratic wave or shock
Mean L drops to ~42- . downward per period. GMM: hybrid components (C3+C4) = 0.459 of distribution, indicating the hybrid zone is the most reverses the pattern. The "Third Wave" recedes further.
45,<30% free populated attractor.
Stabilization / Hybrid zone velocity is near zero (+0.39/yr, not significantly different from zero in starting-zone analysis). The "sticky basin B T S R e e
hypothesis: the hybrid zone acts as an attractor that slows further decline. S1 retention = 93.1% at 5 yr, meaning consolidated e " St .
0.30 v the 46-52 range, creating a "democratic plateau" below the 2010 peak
holds at ~46- democracies (Nordics, NZ, Canada) are stable anchors. The 2025 frame may represent a new equilibrium rather than a .
but above the 1989 level.
% free transient.
Recovery / Fourth US or major democracy recovers (Poland 2023 patiern at scale). EU

P(Partly Free to Free) = 9.2% per period. Liberty basin velocity = +1.30/yr (significantly positive). Historical precedent: the

Wave democratic conditionality eopolitical shock discredits

0.15 1945-1989 arc took 44 years. But: the GMM liberty basin component (C5) weight = 0.083 (only 8.3% of all observations), ! : y .
Mean L rises to ~52- G " authoritarian models. Historically, waves follow wars or systemic
i suggesting full democracy remains rare globally. A "Fourth Wave" would require multiple simultaneous recoveries. e
Other/ 0.05 Tail risk: global conflct, AI governance disruption, climate-driven state failure, or a pattern not captured by 225 years of data,  Nor-linear systemic break. The six-frame are is not predictive of
Discontinuity fundamentally novel dynamics,
Total 1.00

Uncertainty disclosure: Global trajectory estimation is inherently more uncertain than single-country scenarios. The AR(1) model (R-squared=0.87) explains within-country persistence but not cross-country contagion effects. The transition matrix treats each country-
period as independent, which understates correlated shocks (e.g., the Third Wave affected many countries simultaneously). Expected global mean liberty ~2035: E[L] = 0.50(43.5) +0.30(48) + 0.15(55) + 0.05(48) = 46.6 (below the 2025 level of 48, reflecting the dominant
recession scenario).

Related Articles

Map 05: The Six Frames, 1800-2025. Freedom does not march forward. It surges and retreats. The 2025 frame
shows visible retreat from the 2010 peak, with green receding in the Americas, South Asia, and parts of Europe.

Source: Political Topology Index, historical reconstructions from Polity IV, V-Dem.

This small-multiple map places the six frames from Chapter 5 side by side, using the
same color scale for direct comparison. The visual impact is immediate. The 1800
frame is almost entirely red. Green spreads slowly through the nineteenth century,
accelerates in the post-war period, and reaches its maximum extent around 2010.
Then, in the final frame, it visibly retreats. The Americas lose green. South Asia shifts

from green to amber. Even within Europe, amber patches appear where green once
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dominated. The six frames, viewed together, communicate what no single statistic can:
the sensation of watching a tide come in and begin to go out.

Map 06: Velocity of Decline — Who Is Falling Fastest

Skip to content.

o Velocity of Decline

Not just how far countries have fallen, but how fast. Velocity — points per year of Liberty lost — reveals which democracies are in frecfall and which

are slowly eroding. The United States is losing freedom at 3.1 points per year, faster than any country in the dataset.
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Three speed tiers of democratic erosion: "Frecfall” states (USA, Turkey, Nicaragua) lose more than 2 points per year — at this pace, a consolidated democracy collapses within a single generation.
"Rapid erosion” (Hungary, Mali, Venezuela) loses 1-2 per year. "Slow decay" affects most of Europe at 0.1 to —0.4 per year — imperceptible in any single year, but compounding over decades.

METHODOLOGY NOTE: The PTI score of L=48 reflects the author's real-time institutional assessment incorporating executive action pace through early 2026. Published indices score the US higher: Freedom House
83/100 (2024 report), V-Dem LDI =0.65-0.72 (scaled: ~65-72). The divergence reflects the PTI's faster update cycle, weighting toward institutional constraint erosion, and incorporation of events post-dating published
index coverage. All claims should be evaluated under both the author's PTI and established indices.

CLASSIFICATION NOTE: Zone velocities use ending-zone assignment. Starting-zone assignment yields materially different results (e.g.. Tyranny Basin: +0.72/yr starting-zone vs ~0.64/yr ending-zone). This
sensitivity means zone velocity claims should be interpreted with caution.

Related Articles

Maps Six Frames Maps Europe Fracture Fi k US Velocity Analysis Framework Stage Duration & M

Map 06: The Velocity of Democratic Decline, 2010-2025. The United States stands out as the fastest-declining
consolidated democracy (3.1 points/year). 67 of 91 countries are in negative velocity territory. The fastest

decliners are not concentrated in the global South—they include the US, Turkey, Hungary, and Israel. Source:
Political Topology Index.

The velocity map answers the question that the static liberty map cannot: where is
freedom disappearing fastest? The answer is counterintuitive. The fastest decliners
are not the usual suspects—not fragile states, not post-conflict societies, not the
poorest nations. The United States, at —3.1 points per year, leads the list. Turkey (-2.3),
Nicaragua (-2.0), Hungary (-1.8), and India (-1.5) form the next tier. The pattern that
emerges is disturbing: freedom is disappearing fastest in countries that recently had
the most of it. The velocity of decline is highest not at the bottom of the distribution but
in the middle and upper ranges, where democratic institutions are being actively
dismantled by elected leaders.
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The velocity map also reveals a geographic clustering of decline that is worth
noting. Central America forms a zone of rapid deterioration: Nicaragua (-2.0), El
Salvador (-2.5), and Guatemala (-0.9) are all falling, creating a regional cascade effect
where neighboring autocratization reinforces itself through demonstration effects and
reduced external pressure. A similar cluster is visible in the Sahel, where military
coups in Mali, Burkina Faso, and Niger have created a contiguous zone of accelerating
decline. The clustering suggests that democratic erosion, like democratization before
it, operates partly through regional diffusion—an observation that has implications for

the design of early warning systems (discussed in Part III).

Map 07: Europe's Fracture Lines

Skip to content
] c
urope's Fracture Lines
The continent that invented modern democracy now exhibits a four-speed liberty gradient. The Nordics hold firm. Western Europe slowly erodes.

Eastern Europe splits. And the southeastern flank — Turkey, Serbia, Hungary — is in rapid decline.
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Two stories define Europe in 2025. First, the "Orban effect": Hungary (-21) proved that EU membership is no guarantee against autocratisation. Turkey (—34) and Serbia (~10) followed the same
playbook. Second, the quiet counter-trend: Moldova (+7), Estonia (+2), and Ireland (+1) show that democratic consolidation remains possible even as neighbours decline.

Related Articles

Map 07: Europe's Fracture Lines. Europe remains the world's freest region (mean L=82, correlation r=0.785), but
the fracture between a stable northwest and a volatile southeast is deepening. Hungary at L=52 exerts gravitational
pull on neighboring states. Poland's recovery demonstrates that reversal is possible. Source: Political Topology
Index, 2025.
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Europe requires its own map because Europe is where the democratic recession poses
its most philosophically challenging questions. This is the region that invented
modern democracy, the region that rebuilt itself after two world wars as a community
of democratic nations, the region where the correlation between liberty and capability
remains strongest (r = 0.785). And yet Europe is fracturing. The map shows the
fracture line clearly: the Nordics and Western Europe form a solid green bloc, but the
farther east and southeast you look, the more the green gives way to amber. Hungary at
Liberty 52 is the most conspicuous case—an EU member state that has been
systematically transformed into what its own leader calls an "illiberal democracy"—but
Hungary's influence extends beyond its borders. The "Orban model" of incremental
democratic dismantlement has admirers in Slovakia, Serbia, and parts of the western

Balkans.

The map also shows a counter-story: Poland at Liberty 82, climbing back after eight
years of PiS-led erosion. The 2023 election, with a voter turnout of 74.4 percent—the
highest in Polish democratic history—demonstrated that democratic backsliding can
be reversed when citizens mobilize before the event horizon is crossed. Poland is the

hope case. Hungary is the warning.
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Map 08: Africa and the Middle East — The Capability-Freedom Chasm

Skip to content

Africa & MENA: The Frontier

The world's most dynamic political region. Home to the fastest democratisers (Senegal, Tunisia) and the steepest collapses (Mali, Egypt). Botswana remains

Africa's lone "Free" nation. The Middle East is the least free region on Earth, with zero countries scoring above 55.
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Senegal is the story of democratic possibility. Rising from 52 to 60 (+8) while its neighbours collapsed, Senegal crossed the Event Horizon in the right direction — proving that democratic consolidation

is possible in the Sahel. Its peaceful 2024 transition of power stands in stark contrast to Mali's military coups.

The Arab Spring's legacy is almost entirely erased. Egypt (5), where it began, is now deeper in autocracy than before the revolution. Only Tunisia (+8) retains any gains, and even those arc fragile. The

MENA region has zero "Free" countries — Israel, once the sole outlier, has fallen to 60 and slipping.

Related Articles
Maps Asia-Pacific Maps Population Weighted Framework Comparative Trajectories Graphics Youth Dynamics

Map 08: Africa and the Middle East. The region with the world's widest capability-freedom gap. Gulf states
combine HCI scores above 85 with Liberty scores below 25. Sub-Saharan Africa faces the double burden of low

capability and low freedom. Source: Political Topology Index, Human Capabilities Index, 2023.

This combined regional map captures the full range of the global political condition in
a single frame. The Middle East and North Africa display the most extreme decoupling
on earth: petrostate monarchies with world-class healthcare, universal education, and
gleaming infrastructure sit alongside near-zero political freedom. The visual contrast
between the size of the Gulf circles (representing high capability) and their deep red
color (representing low freedom) is the decoupling made literally visible. Sub-Saharan
Africa, by contrast, shows the double burden of low capability and low freedom—
smaller circles in varying shades of red and amber, reflecting a region where neither
material development nor political freedom has fully taken root. The few bright spots—
Botswana, Ghana, Senegal, South Africa—are isolated islands of modest green in an

ocean of unfreedom.

The map also reveals the geographic contiguity of unfreedom in this combined

region. From Morocco to Iran, a continuous band of authoritarian governance
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stretches across North Africa and the Middle East, broken only by the fragile partial
exceptions of Tunisia (now reversing), Lebanon (in state collapse), and Israel (eroding).
South of the Sahara, the band continues through the Sahel and Central Africa. The
visual impression is of a vast zone of political closure, covering roughly 40 percent of
the world's land surface and home to approximately 2 billion people, where the
relationship between human development and political freedom has been severed

almost completely.

Map 10: Asia-Pacific Diversity — The Full Spectrum

Skip to content

Asia-Pacific: Two Futures

The world's most populous region presents its starkest iction: three vibrant ies (Taiwan, Japan, South Korea) anchoring the Pacific rim, while

China, Myanmar, and Cambodia consolidate the deepest autocracy on the continent, In between, the giants — India and Indonesia — are sliding.
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India is the story. With 1.4 billion people, India's slide from 77 to 62 represents the single largest population mass moving toward autocracy. If India crosses the Critical Instability Zone (L=52-55), nearly
half of all people in the Asia-Pacific will live under autocratic rule. Meanwhile, Taiwan's rise to 91 — surpassing Japan — shows democratic deepening in the shadow of an authoritarian giant is possible.

Related Articles

Maps Europe Fracture Maps Africa & MENA Framework India Current Position Framework China Current Position

Map 10: Asia-Pacific Political Diversity. No other region spans the full 0-100 Liberty spectrum. The 94-point gap
between Japan (96) and North Korea (2) is the widest intra-regional range in the world. Velocity arrows show

direction and speed of change. Source: Political Topology Index, 2025.
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The Asia-Pacific map makes a point that no amount of regional averaging can capture:
this is a region of extremes, not of tendencies. The aggregate statistics (mean Liberty
47, mean HCI 76) describe no actual country in the region. They describe the
mathematical midpoint between Japan and North Korea, between Taiwan and
Myanmar, between New Zealand and Laos—a midpoint that exists only as an
abstraction. The map, by placing these countries in geographic space, shows how
tightly the extremes are packed together. Taiwan, a vibrant democracy, sits 130
kilometers from China, a totalitarian state. South Korea, where citizens peacefully
removed a president through candlelight protests, shares a border with North Korea,
where citizens cannot leave. The proximity of democratic and autocratic models
within a single region creates both risk and opportunity: risk because authoritarian
states can project influence onto democratic neighbors, and opportunity because the

contrast between the two models is visible and vivid to the populations of both.

India, the region's demographic giant, warrants special attention on this map. Its
amber shading and downward velocity arrow represent the single largest population
movement in the wrong direction. If India were to stabilize and recover—which would
require a reversal of current institutional trends—the region's aggregate trajectory
would shift dramatically. If India continues to decline toward or through the event
horizon, the Asia-Pacific will become a region where democratic governance is
confined to its geographic periphery: Japan, South Korea, Taiwan, Australia, and New

Zealand as isolated green dots on a continent-sized map of red and amber.
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Map 11: Population-Weighted Liberty — India Changes Everything

Skip to content

0 Lives Free? A Population-Weighted View

By country count, the demacratic recession looks bad. By population, it looks catastrophic. China alone accounts for 1.4 billion people living under deep

autocracy. Add India's slide toward the Event Horizon and the picture inverts entirely: the majority of humanity now lives in partly free or not free states.
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The tyranny of arithmetic. D i by country count. But ies outweigh ies by ion nearly 5 to 1. China and India together account for 2.9 billion
people — 36% of humanity — and both sit below or near the Event Horizon. If India crosses it, 85% of the world's population will live in "Partly Free" or "Not Free" states.

METHODOLOGY NOTE: The PTI score of L=48 reflects the author's real-time institutional assessment incorporating executive action pace through early 2026. Published indices score the US higher: Freedom House
83/100 (2024 report), V-Dem LDI =0.65-0.72 (scaled: ~65-72). The divergence reflects the PTI's faster update cycle, weighting toward institutional constraint erosion, and incorporation of events post-dating published
index coverage. All claims should be evaluated under both the author's PTI and established indices.

Related Articles

Map 11: The World Weighted by People, Not Countries. \When you count people instead of nations, the picture
transforms. Free democracies govern only 17% of the human species. China (1.4B, L=5) and India (1.4B, L=62)

together account for 36% of global population. Source: Political Topology Index, UN population data, 2025.

This may be the most important map in the atlas, because it corrects the most
common distortion in freedom statistics: the equal weighting of countries regardless of

population. In a standard map, Luxembourg and China receive equal visual weight. In
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a cartogram, they are sized by the number of human beings who live there. The result
is transformative. The green countries—Europe, Canada, Australia, New Zealand,
Japan, South Korea—shrink to modest patches. China and India swell to dominate the
image, both in shades of red and amber. The visual communicates a truth that
statistics can only approximate: free democracies govern a minority of the human

species, and that minority is shrinking.

India's reclassification changes the global picture more than any other single event.
When Freedom House moved India from "Free" to "Partly Free" in 2021, 1.4 billion
people shifted columns. In population terms, this was the largest single downgrade in
the history of freedom measurement. The cartogram makes this shift visceral in a way

that percentage tables cannot.
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Map 09: The Autocrat's Playbook — Stages of Erosion

Ski

" The Autocrat's Playbook: How Democracies Die in Eight Steps

Democratic erosion follows a remarkably consistent pattern. Whether in Budapest, Ankara, Managua, or Washington, aspiring autocrats deploy the same

sequence of moves — not as a conspiracy, but because the institutional vulnerabilities they exploit are universal. Each step makes the next one easier. Each step

is harder to reverse than the last.
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Use regulation, taxation, ownership changes, and legal harassment to defund, discredit, or absorb independent
media. Consolidate friendly outlets into a propaganda ecosystem.
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Policies: media ownership consolidation, SLAPP suits, foreign-agent laws, ad boycots
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Undermine courts, election commissions, inspectors general, and oversight bodies. Replace neutral arbiters with
loyalists. Reframe accountability as persecution.

US 20182020 - Hungary 2012-2014 - Turkey 2011-2013 - Poland 2015-2018

Policies: court packing, fring IGs, defunding oversigh, ‘deep state" narratives

REWRITE THE RULES
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S - Crossing the Event Horizon
Change electoral laws, redraw districts, restrict voting access, alter constitutional provisions. Make it structurally
harder for the opposition to win power through legitimate means.

US 2023-2025 (65—48) - Hungary 2016-2018 - Turkey 2016-2017 - Nicaragua 2014-2016

Policies: gerrymandering, voter ID, constitutional amendments, supermajority capture

CRIMINALISE OPPOSITION
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Use legal systems to prosecute, jal, exile, or disqualify opposition leaders. Weaponise corruption charges, terrorism
statutes, and tax codes against political opponents
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Policies: political trials party bans, exile, asset seizures, protest riminalisation
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Abolish term limits, eliminate remaining civic space, control all state institutions, project power through fear. The
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The US is at Step 4 — and accelerating. From 94 in 2010 to 48 in 2025, the United States has traversed the first four steps of the playbook in roughly 10 years. It crossed the Event Horizon between 2023
and 2025. Historical precedent from Turkey, Hungary, Nicaragua, and Venezucla shows that once Step 5 begins (media silencing), reversal becomes statistically improbable without external intervention or
regime change.

METHODOLOGY NOTE: The PTI score of L=48 reflects the author's real-time institutional assessment incorporating executive action pace through early 2026. Published indices score the US higher: Freedom House
83/100 (2024 report), V-Dem LDI =0.65-0.72 (scaled: ~65-72). The divergence refiects the PTI's faster update cycle, weighting toward institutional constraint erosion, and incorporation of events post-dating published
index coverage. All claims should be evaluated under both the author's PTT and established indices.

‘Three countries reversed mid-course. Poland (2023, L rosc from 72 to 82), Moldova (2021, 48—55), and South Korca (2017, restored from 78 to 83) demonstrate that the playbook is not inevitable —
but all three reversed before crossing the Event Horizon. No country in the dataset has reversed after completing Step 5.

Related Articles

Map 09: The Eight-Step Erosion Sequence. The autocrat's playbook is remarkably consistent across cultures. The
same sequence appears in 84% of backsliding cases. The map shows where each country sits on this staircase.
Source: Political Topology Index, comparative institutional analysis.
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This map introduces a dimension that the static liberty score cannot fully capture: the
stage of erosion. Part III describes the eight-step sequence that characterizes
democratic dismantlement across eras and cultures: polarize the electorate, capture
media, pack the courts, subordinate parliament, colonize state agencies, suppress civil
society, rig elections, rewrite the constitution. The remarkable consistency of this
sequence—it appears in 84 percent of documented backsliding cases—allows us to
classify each country not just by its current liberty score but by its position on this
staircase of decline.

The United States (Stage 5 by the PTI assessment) sits mid-sequence: media
ecosystem captured through commercial rather than state mechanisms, courts packed
through strategic appointment, agencies increasingly subordinated to executive
control, but elections still held and the constitution not yet formally rewritten.
Hungary (Stage 5-6) is a step ahead: civil society has been substantially suppressed
through NGO legislation and university restrictions. India (Stage 4) is earlier in the
sequence: courts remain partially independent, but media capture is advanced and
civil society space is narrowing. The map makes clear that countries at different
Liberty scores can be at similar stages—because the stages represent the process of
erosion, while the Liberty score captures the accumulated result. A country at Stage 4
with Liberty 75 may be at greater risk than a country at Stage 2 with Liberty 65,
because the former is further along the erosion sequence even though its current score
is higher.
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Map 12: The Democratic Recession Over Time — 19 Years of Decline

Skiptaconitlyp he Capable Autocracies: Rich States, Captive Peoples

The most dangerous quadrant in global politics is not the poorest or the weakest. It is the upper-left: states with high human capability but low liberty. These
"capable autocracies" — China, Russia, Saudi Arabia, the UAE — have the resources to sustain repression, the institutions to resist reform, and the wealth to

project authoritarian influence globally.
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High human development, low liberty — the "gilded cage". Most dangerous: they can sustain repression indefinitely. The democratic ideal — high development, high freedom. The global model, but shrinking.

Saudi Arabia (gap 82) - Belarus (81) - China (81) - Cuba (81) - Russia (77) - Vietnam (75) - Iran (75) - UAE (70) - Turkey (69) Norway - Finland - NZ - Denmark - Switzerland - Netherlands - Sweden - Canada - Australia - Taiwan - Germany - Uruguay

‘Thailand (65) - Singapore (45) - United States (43)

NEITHER (HCI < 70, L < 55)

Low capability, low freedom — the "double trap". Hardest to escape.

Portugal - Japan - South Korea - France - UK - Chile - Brazil

FREE BUT STRUGGLING (HCI < 70, L > 55)

‘Democratic but underdeveloped — fragile gains, vulnerable to backsliding,

Afghanistan (51/3) - Somalia (49/8) - DRC (51/15) - Mali (54/8) - Haiti (56/8) - Sudan (59/3) - Ethiopia (8/18) - Pakistan
(65125) - Nigeria (56/38)

Senegal (6/60) - Ghana (73/68) - Botswana (75/71) - India (72/62) - South Africa (76/62)

The US has crossed into the "Capable Autocracy" quadrant. With an HCI of 90.8 but a Liberty score of just 48, the United States now sits alongside Singapore, Serbia, and Mexico in the upper-left —
states whose institutional capacity far exceeds their democratic performance. The gap of 42.8 points means the US has the infrastructure of a leading democracy but the political freedom of a partly-free
state.

METHODOLOGY NOTE: The PTI score of L=48 reflects the author's real-time institutional assessment incorporating executive action pace through early 2026. Published indices score the US higher: Freedom House
83/100 (2024 report), V-Dem LDI =0.65-0.72 (scaled: ~65-72). The divergence reflects the PTI's faster update cycle, weighting toward institutional constraint erosion, and incorporation of events post-dating published
index coverage. All claims should be evaluated under both the author's PTI and established indices.

Related Articles

Map 12: Net Liberty Change Over 19 Years. Nearly three-quarters of all countries have lost Liberty since 2006. The
recession spans every region, every income level, and every political tradition. Source: Political Topology Index.

This map captures the full span of the democratic recession by showing net Liberty
change from 2006 (approximately the beginning of the decline) to 2025. The dominant
color is red. Seventy-two percent of countries have lost ground. The few green spots
are scattered and isolated: Armenia, Taiwan, Ecuador, the Gambia. The map's power
lies in its comprehensiveness—it shows that the recession is not a regional
phenomenon but a global one, touching every continent and every income bracket.

Rich democracies are declining alongside poor ones. European states are declining
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alongside African ones. The recession's universality suggests that its causes are
systemic rather than local—that something has changed in the global environment that

makes democratic governance harder to sustain everywhere.
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Map 13: Attractor Basins — The Three Valleys Made Visible
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Skip to content

Attractor Basins: The Tristable Geography of Freedom

Political systems behave like a ball on a landscape with three gravitational wells. The tyranny well (L=7) is the deepest. The hybrid trap (L=57) is shallow but
genuine — countries dwell here for decades. The democratic plateau (L=90) is elevated but fenced by institutional guardrails. The Event Horizon at L=52-55

marks the ridgeline of maximum volatility.
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31

countries - self-reinforcing instittions
Norway 97+ NZ 96 - Finland 96 - Denmark 95 - Switzerland 95 - Sweden 93
Netherlands 93 - Estonia 93 - Ireland 93 - Canada 92 - Australia 92 - Germany 91
Taiwan 91 - Uruguay 91 - Portugal 91 - Belgium 90 - Japan 89 - Austria 88 - UK 87
- Costa Rica 86 - Spain 85 - Czech Rep 85 - France 83 - S. Korea 83 - Italy 82 -
Chile 82 - Poland 82 - Greece 79 - Romania 74 - Brazil 72 - Botswana 71

HYBRID TRAP (20 = L < 70)

32

countries - shallow basin, decades of stagnation
Ghana 68 - Bulgaria 66 - Argentina 65 - Hungary 63 - India 62 - S. Africa 62
Israel 60 - Senegal 60 - Moldova 55 - Colombia 53 - Indonesia 50 - US 48 - Mexico
48 - Serbia 48 - Singapore 47 - Malaysia 45 - Armenia 42 - Philippines 42 - Kenya
40 - Georgia 38 - Nigeria 38 - Guatemala 35 - Ukraine 35 - Sri Lanka 35 - Morocco
30 - Pakistan 25 - Bangladesh 25 - Tunisia 22 - UAE 22 - Thailand 20 - Iraq 20

TYRANNY WELL (L < 20)

28

countries - self-reinforcing repression
Turkey 18 - Ethiopia 18 - Algeria 18 - Lebanon 15 - DRC 15 - Kazakhstan 12
Syria 12 Russia 10 - Rwanda 10 - Zimbabwe 10 - Vietnam 9 - Cambodia 8 - Mali
8 Haiti 8 - Nicaragua 8 - Venezuela 8 - Somalia 8 - Libya § - Uzbekistan 8 - Cuba
7 Saudi Arabia 7 - Iran 7 - Egypt 5 - China 5 - Myanmar 5 - Belarus 5 - Sudan 3
Afghanistan 3

Jordan 20

with i

THEORETICAL BASIS: The ternary constraint models political power as a zero-sum allocation: Liberty Tyranny Chaos Tis computed
as the residual (T = 100 — L~ C), which the author acknowledges as a measurement limitation — the constraint holds not as an i mpirical finding. L is measured via Freedom House; C via the
Fragile States Index. Future work should develop independent Tyranny measures (e.g., executive concentration indices) to test the constraint empirically rather than impose it.

1. CLASSIFICATION NOTE: Zone velocities use ending-zone assignment (countries classified by period-end score). Starting-zone assignment yields materially different results (e.g., Tyranny Basin: +0.72/yr starting-
zone vs ~0.64/yr ending-zone). This sensitivity means zone velocity claims should be interpreted with caution. The "gravitational pull" narrative depends on the classification method chosen.

Mathematical Framework Reconciliation
‘This visualization employs three mathematical frameworks that each capture a different facet of political tristability. (a) The Gaussian Mixture Model (GMM) underlies the trimodal histogram above:

mixture to the ctional of liberty scores reveals where the basins are — peaks near L7 (tyranny), L=48 (hybrid), and L=90 (democracy). The GMM is a static,

fitting a thy
cross-sectional tool: it identifies equilibrium structure from a snapshot of all countries at a single point in time. (b) The discrete Markov chain transition matrix (presented in the Complete Model)
estimates how often countries actually move between basins over observed time intervals, providing empirical transition dynamics from the longitudinal panel. (c) The continuous SDE/Langevin
formulation (dL = f{L)d + 0dW) generates the potential energy landscape shown in the second chart, where basin depth corresponds to attractor strength and saddle heights determine escape difficulty. In
short: the GMM identifies WHERE the basins are; the Markov chain quantifies HOW often countries move between them; the SDE provides an analytical framework for deriving properties like escape

times and basin stability.

‘The complementarity of these tools should not obscure the tension between them. Strictly, the SDE and Markov models make different assumptions about the data-generating process. The SDE assumes
continuous paths; the Markov model assumes discrete jumps. With irregular time spacing (5-20 year gaps pre-1972), neither is exact. We treat both as useful approximations and note where they diverge.
The potential well diagram (SDE-derived) is best understood as a qualitative metaphor grounded in the GMM’s empirical peak locations: the well depths and saddle heights are calibrated to match

observed basin persistence and transition rates, but the smooth curve imposes a continuity assumption the data do not strictly support. The Markov chain, by contrast, makes no continuity assumption but

what may be a process. Where both frameworks agree — tyranny is the deepest well, the hybrid trap s shallow but genuine, recovery below L=52-55 is rare — we have

convergent evidence. Where they diverge, the divergence flags modeling assumptions rather than empirical facts.

Recommended future work: A continuous-time Markov chain (CTMC) would bridge both frameworks, with transition rates estimated via maximum likelihood from the irregularly-spaced panel. The
CTMC handles variable observation gaps naturally (via matrix exponentials %) and converges to the Langevin SDE in the fine-discretization limit, providing a single unified model that respects both the

empirical transition data and the analytical of the

‘The physics of political tristability. Like a marble in a triple well, countries settle into one of three stable basins. Ce (L=80) have self- that resist erosion. The

hybrid trap (20<L.<70) is shallow but genuine — countries can dwell here for decades, neither consolidating democracy nor collapsing into tyranny. Consolidated tyrannies (L<20) have self-reinforcing

repression that resists liberalisation. The hybrid trap is the key insight: it is not merely a volatile transition zone, but a distinct attractor with its own gravitational pull.
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The hybrid trap is shallow but real. Countries like Singapore (47), Indonesia (50), and Mexico (48) have occupied the hybrid zone for decades. They are neither transitioning toward democracy nor

sliding into tyranny. The hybrid trap captures patronage networks, managed elections, and partial press freedom — a stable equilibrium of controlled openness.

Historical recovery rate below the Event Horizon (L<52-55): just 8%. Of the 50 countries that dropped below this threshold since 1989, only 4 climbed back. Escaping the hybrid trap requires crossing
the volatility ridgeline at L~52-55. Escaping the tyranny well is even harder —countries must first climb into the hybrid trap before attempting the second ascent to democracy.

Related Articles
Maps Capable Autocracies (Detail) Maps Autocrats Playbook Framework Empirical Basin Framework Basin Overview

Map 13: The Three Attractor Basins in Geographic Space. The world divides nearly equally into three political

basins. The Democratic Plateau is deep and stable; the Tyranny Well is even deeper. The Hybrid Trap, where 32
countries sit, is the zone of maximum danger—the unstable saddle point between two deep valleys. Source: Political

Topology Index, potential function estimation.

This map translates the central theoretical construct of Part I—the tristable basin
model—into geographic reality. Countries are colored by their basin assignment: blue
for the Democratic Plateau (Liberty above 80, 31 countries), amber for the Hybrid Trap
(Liberty 20-70, 32 countries), and red for the Tyranny Well (Liberty below 20, 28
countries). The distribution is almost perfectly trisected, and the geographic clustering
is striking. The Democratic Plateau is essentially a Western European and Anglosphere
phenomenon, with outposts in East Asia and South America. The Tyranny Well forms a
solid block from the Sahel to the Pacific. The Hybrid Trap—the zone of maximum
danger, where countries can tip in either direction—spans Latin America, Southeast

Asia, South Asia, and the eastern edge of Europe.

The map communicates what the mathematical model predicts: these are not
arbitrary classifications but genuine attractor states—valleys in a potential landscape
into which countries settle and from which they rarely escape. The Democratic Plateau
is deep and stable: countries there tend to stay, with a recovery rate from perturbation
of approximately 82 percent. The Tyranny Well is even deeper: escape is nearly
impossible, with a recovery rate of just 3 percent. The Hybrid Trap is the dangerous
middle—a shallow, unstable basin where the forces of democracy and autocracy
contend, and where a country's fate often depends on whether it tips north or south

before its institutions harden.
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Map 14: The Synthesis Map — Five Layers of Risk

— The Autocrat's Playbook: How Democracies Die in Eight Steps

Democratic erosion follows a remarkably consistent pattern. Whether in Budapest, Ankara, Managua, or Washington, aspiring autocrats deploy the same

sequence of moves — not as a conspiracy, but because the institutional vulnerabilities they exploit are universal. Each step makes the next one easier. Each step

is harder to reverse than the last.

8 12 5-15 3

STEPS IN THE PATTERN

COUNTRIES MID-PLAYBOOK

YEARS, START TO FINISH

Liberty Score

1. Polarise. 2. Attack referees 3. Capture Instiutions

POLARISE THE ELECTORATE
L8595 — L 75-85 - "Still democratic”

Exploit cultural divisions. Frame politics as existential. Erode trust in shared institutions, media, and opposing

parties. Create an us-vs-them narrative that makes compromise seem like betrayal.

US 2015-2018 (94—83) - Hungary 2010-2012 - Turkey 2007-2011 - India 2014-2017

Policies: culture-war legislation, "fake news" rhetoric, partisan media ecosystems

CAPTURE KEY INSTITUTIONS
L6575 —

65 - Approaching Event Horizon

Install loyalists in civil service, intelligence, military, and regulatory agencies. Politicise the bureaucracy. Create
parallel power structures that bypass institutional checks:

US 20212023 - Hungary 20142016 - Turkey 2013-2016 - India 2019-2022

Policies: Schedule F, loyalrytests purging career offcials, NER (Hungary)

SILENCE INDEPENDENT MEDIA

L45-55 L 3545 - Below Event Horizon

Use regulation, taxation, ownership changes, and legal harassment to defund, discredit, or absorb independent
media. Consolidate friendly outlets into a propaganda ecosystem.

'Hungary 2018-2020 - Turkey 2015-2018 - Venezuela 20072012 - India 2022-2025

Policies: media ownership consolidation, SLAPP suits, foreign-agent laws, ad boycoits

ELIMINATE ELECTORAL COMPETITION

1.20-35 —» L 10-20 - "Blectoral antoeracy”

Disqualify candidates, ban parties, control the electoral commission, rig counts. Maintain the theatre of elections
while removing any possibility of power transfer.

Russia 2014-2020 - Venezuela 2018-2022 - Cambodia 2017 - Nicaragua 2021 - Belarus 2020

Policies: candidate v

SIX COUNTRIES, ONE PLAYBOOK — HOW FAST THEY FELL

4. Rewrite rules

REVERSED MID-COURSE

5. Silence media. 6. Criminalise opposition 7. Eliminate elections. 8. Total control

ATTACK THE REFEREES

L7585 — L 65-75 - "Democracy under stress”

Undermine courts, election commissions, inspectors general, and oversight bodies. Replace neutral arbiters with
loyalists. Reframe accountability as persecution.

US 20182020 - Hungary 2012-2014 - Turkey 2011-2013 - Poland 20152018

Policies: court packing, firing IGs, defunding oversighi, *deep state” narrarives

S RULES

 Crossing the Event Horizon

Change electoral laws, redraw districts,restrict voing access, alter constitutional provisions. Make it structurally
harder for the opposition to win power through legitimate means.
US 2023-2025 (65—48) - Hungary 2016-2018 - Turkey 2016-2017 - Nicaragua 2014-2016

Policies: gerrymandering, voter ID, constitutional amendments, supermajority capture

CRIMINALISE OPPOSITION
L 35-45 —» 1.20-35 - "Competitive authoritarian”

Use legal systems to prosecute, jal, exile, or disqualify opposition leaders. Weaponise corruption charges, terrorism
statutes, and tax codes against political opponents.
Nicaragua 2018-2021 - Turkey 2016-2020 - Venezuela 2015-2018 - Russia 2011-2014

Policies: political trials, party bans, exile, asset seizures, protest criminalisation

CONSOLIDATE TOTAL CONTROL

L10-20  L0-10- "Closed autoeracy”

Abolish term limits, eliminate remaining civic space, control all state institutions, project power through fear. The
system becomes self-sustaining — maintained not by consent but by coercion.

China (5) - Cuba (7) - Russia 2022+ (10) - Iran (7) - Saudi Arabia (7) - Belarus (5)

Policies total media c t state

Turkey

Nicara

The US is at Step 4 — and accelerating. From 94 in 2010 to 48 in 2025, the United States has traversed the first four steps of the playbook in roughly 10 years. It crossed the Event Horizon between 2023
and 2025. Historical precedent from Turkey, Hungary, Nicaragua, and Venezucla shows that once Step 5 begins (media silencing), reversal becomes statistically improbable without external intervention or
regime change.

METHODOLOGY NOTE: The PTI score of L=48 reflects the author's real-time institutional assessment incorporating executive action pace through early 2026. Published indices score the US higher: Freedom House
83/100 (2024 report), V-Dem LDI =0.65-0.72 (scaled: ~65-72). The divergence refiects the PTI's faster update cycle, weighting toward institutional constraint erosion, and incorporation of events post-dating published
index coverage. All claims should be evaluated under both the author's PTI and established indices.

‘Three countries reversed mid-course. Poland (2023, L rosc from 72 to 82), Moldova (2021, 48—55), and South Korca (2017, restored from 78 to 83) demonstrate that the playbook is not inevitable —
but all three reversed before crossing the Event Horizon. No country in the dataset has reversed after completing Step 5.

Related Articles

Map 14: The Synthesis Map — Composite Democratic Risk Assessment. Five risk dimensions overlaid into a single
composite score. Countries in critical risk (red) combine low Liberty, negative velocity, proximity to or below the
event horizon, advanced erosion stage, and exposure to regional contagion. Source: Political Topology Index,

composite risk methodology described in Part III.
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The final map in the atlas synthesizes the preceding thirteen into a single composite
assessment. Each country receives a risk score based on five dimensions: its current
Liberty level (where it stands), its velocity of change (where it is heading), its distance
from the event horizon (how close it is to the point of no return), its stage in the eight-
step erosion sequence (how far the institutional capture has progressed), and its
exposure to regional contagion (whether neighboring countries are also declining).
The composite produces a three-tier classification: low risk (securely on the
Democratic Plateau with positive or stable trajectory), moderate risk (in the Hybrid
Trap or at the rim of the plateau with concerning indicators), and critical risk (below or

approaching the event horizon with negative velocity and advanced erosion stage).

The synthesis map reveals that approximately 15 countries occupy the low-risk
category—predominantly the Nordics, Western European democracies, and a handful
of Asia-Pacific states. Roughly 30 countries sit in the moderate-risk category, including
several established democracies that would not typically be considered endangered:
France, the United States (under more conservative liberty estimates), Italy, and Israel.
The remaining 46 countries are in the critical-risk category, spanning the full range
from electoral autocracies to closed totalitarian states. The map makes a sobering
point: the majority of the world's nations are at critical risk of sustained democratic

collapse, and the minority that is secure is smaller than most people would intuit.

These maps are not predictions. They are X-rays of the body politic. They show
what is there—the fractures, the weaknesses, the resilient structures and the
failing ones—and they leave the diagnosis to the reader.

What the Maps Reveal Together

Viewed individually, each map reveals one facet of the democratic recession. Viewed
together, they form a composite diagnosis that is more than the sum of its parts. The
global liberty map shows the extent of unfreedom. The event horizon map shows how
few countries retain the capacity for self-correction. The capable autocracy map shows
that material development has decoupled from political freedom. The velocity map
shows that the decline is accelerating. The six frames show that the current recession
has already erased a decade of democratic gains. The population cartogram shows that

free societies govern a shrinking minority of humanity. The attractor basin map shows



that the dynamics governing these patterns are structural, not incidental—that
countries settle into valleys from which escape requires extraordinary force. The
autocrat's playbook map shows that the process of erosion follows a consistent

sequence that is recognizable and, in principle, interruptible.

Several patterns emerge from the atlas that are not visible in any single map. First,
the geographic clustering of political regimes. Free countries cluster with other free
countries; autocracies cluster with other autocracies. This clustering is not merely an
artifact of shared history or culture—it reflects active regional diffusion effects.
Countries influence their neighbors through demonstration effects, through the
movement of ideas and political entrepreneurs, through trade relationships that create
leverage for democratic (or anti-democratic) conditionality, and through the presence
of regional powers that project their political models. Russia projects autocracy across
the post-Soviet space. The EU projects democracy (imperfectly) across its
neighborhood. China's Belt and Road Initiative creates economic dependencies that
reduce recipient countries' susceptibility to Western democratic pressure. The maps

make these influence zones visible in a way that statistics cannot.

Second, the maps reveal what might be called the "geography of vulnerability." The
countries most at risk of democratic collapse are not randomly distributed. They are
concentrated in specific zones: the Hybrid Trap band that runs from the Balkans
through South Asia to Southeast Asia, the Sahel belt where security vacuums feed
military intervention, and the middle-income countries of Latin America where
inequality and populism create perpetual institutional stress. These zones of
vulnerability are where early warning systems should focus and where preventive

intervention has the highest expected return.

Third, the maps reveal the smallness of the democratic world in geographic and
demographic terms. When one looks at the population-weighted cartogram alongside
the attractor basin map, the conclusion is inescapable: the Democratic Plateau, for all
its stability, is a small island in a large ocean. Thirty-one countries and roughly 17
percent of the world's population occupy this space. The rest of humanity lives in the
Hybrid Trap or the Tyranny Well, in varying states of unfreedom and institutional
fragility. The island is defensible—the recovery rate from perturbation on the
Democratic Plateau is approximately 82 percent—but it is not growing. It is, for the first

time in the modern era, shrinking.
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There is one more dimension that the maps, taken collectively, reveal: the
relationship between time and stability. The maps of historical trajectory (the six
frames, the recession over time) show that the countries most resistant to the
democratic recession are those with the longest continuous democratic traditions. The
Nordics, which have been democratic for over a century, show effectively zero
vulnerability to the current recession. The United Kingdom, France, and the United
States, with democratic traditions dating to the eighteenth or nineteenth century, show
modest to severe vulnerability depending on institutional design. The post-Soviet and
post-authoritarian democracies of the third wave, with democratic traditions of thirty
years or less, show the highest vulnerability. This is not merely a correlation—it is a
causal relationship explained by the basin dynamics of Part I. The longer a country has
been on the Democratic Plateau, the deeper it has settled, and the more resistant it is
to perturbation. Time on the plateau builds institutional depth: independent courts
accumulate precedent, free media develop professional norms, civil society
organizations build membership and trust, and democratic habits become
internalized cultural expectations rather than formal rules that can be changed by
legislation. This institutional depth is the source of democratic resilience, and it

cannot be shortcut.

But maps are not destiny. The Polish recovery shows that the staircase can be
climbed back up. The Taiwanese trajectory shows that autocratic modernization can
lead to democratic transition when conditions align. The South Korean story shows
that citizens can demand and win their freedom even from entrenched military rule.
The maps show where the world stands. The question they pose is whether those who
still live in free societies will recognize the pattern in time to defend what they have. As
the atlas's closing essay observes: "The event horizon is not a wall. It is a gradient. And

we are all moving through it."

The next chapter zooms in from the global to the regional, examining how the same
forces—erosion, decoupling, basin dynamics—manifest differently across seven

distinct political regions.



CHAPTER EIGHT

Regional Deep Dives

Seven Worlds, One Recession

"All happy families are alike; each unhappy family is unhappy in its own way."

— Leo Tolstoy, Anna Karenina

F reedom doesn't decline uniformly. It fractures along regional lines, its erosion
shaped by local history, institutional inheritance, economic structure, and the
proximity of authoritarian powers. The same disease—institutional capture, elite
entrenchment, the hollowing out of democratic norms—manifests differently in
different bodies. A Scandinavian democracy under populist pressure looks nothing
like a Sahelian state collapsing into military rule. Yet the underlying pathology is
recognizable: the displacement of liberty by tyranny or chaos, the crossing of
thresholds from which recovery becomes statistically improbable, the decoupling of

material progress from political freedom.

This chapter examines the democratic recession as it plays out across seven
regions, each with its own dynamics, its own vulnerabilities, and its own lessons. The
regions correspond to the seven analytical groupings used throughout the Political

Topology dataset, encompassing 91 countries and more than 7.5 billion people.



Table 8.1: Seven Regions at a Glance

Region Countries Mean Liberty MeanHCI r(LxHCI) % Free Trend
Europe 23 82 91 0.785 96% Mixed
Americas 12 58 78 0.642 42% Declining
Asia-Pacific 15 47 76 0.534 27% Mixed
Sub-Saharan Africa 15 38 62 0.512 13% Declining
South Asia 8 42 65 0.471 13% Declining
Middle East & North Africa 10 22 83 0.298 0% Stagnant
Eurasia & Central Asia 8 14 75 0.268 0% Declining

1. Europe and the Fracture Lines

Europe remains the world's freest region, with a mean Liberty score of 82, a mean HCI
of 91, and the strongest correlation between liberty and capability (r = 0.785) of any
region on earth. Twenty-two of its 23 countries qualify as "Free and Capable." The
Nordics—Finland (100), Norway (100), Denmark (97), Sweden (95)—anchor the top of
the global distribution. These countries are not merely free; they represent the deepest
part of the Democratic Plateau, the most stable position in the entire phase space,
where institutional redundancy and civic culture create self-reinforcing feedback

loops that make democratic reversal nearly unthinkable.

But Europe is fracturing, and the fracture lines map with uncomfortable precision
onto the former Iron Curtain. Western Europe is stable and secure, though not without
stress: France (78) is experiencing institutional strain from executive centralization
and the normalization of the far right, and the Netherlands, Austria, and Italy face
populist movements that test democratic norms without (yet) breaking them. Eastern

Europe tells a different story.
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Hungary: The Canonical Slow Death of Democracy

Liberty: 52 | HCI: 84 | Velocity: -1.8/yr | Basin: Hybrid Trap (approaching

event horizon)

Viktor Orban's fifteen-year project represents the textbook case of incremental
democratic erosion. From Liberty 89 to 52 without a single coup, revolution, or
declaration of emergency. Each step—media capture (90 percent of media now
controlled by Fidesz allies), judicial packing, electoral gerrymandering,
constitutional amendment—was individually defensible as a legitimate exercise
of democratic authority. Collectively, they dismantled Hungarian democracy.
Hungary's gravitational pull extends beyond its borders: the "illiberal
democracy" model has admirers in Slovakia, Serbia, and among far-right parties
across the continent. Hungary now sits at the event horizon. If the topological
framework is correct, recovery from this depth becomes statistically improbable

without significant external pressure or internal crisis.

Poland: The Recovery That Proves Reversal Is Possible

Liberty: 82 | HCI: 88 | Velocity: +0.8/yr (since 2023) | Basin: Democratic

Plateau (re-entered)

Poland's story is Hungary's counter-narrative. After eight years of PiS-led erosion
—attacks on judicial independence, media capture, efforts to subordinate the
constitutional tribunal—Poland held an election in 2023 that brought the Tusk
coalition to power with a voter turnout of 74.4 percent, the highest in Polish
democratic history. The recovery is real but incomplete: institutional repair takes
longer than institutional damage, and the cohabitation tension with President
Nawrocki creates ongoing friction. But the fundamental lesson is clear:
democratic backsliding can be reversed, provided intervention comes before the
event horizon is crossed. Poland intervened at approximately Liberty 70.

Hungary waited until Liberty 52. The difference may prove decisive.

The European story is ultimately about whether the EU's institutional architecture—

designed for a community of democracies—can survive the presence of members that
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no longer fully qualify. The EU has struggled to respond to Hungary's transformation,
largely because its decision-making structures require unanimity for the most
consequential sanctions. The Article 7 procedure, designed to address systematic
breaches of democratic values, has proven toothless. The conditionality of EU
structural funds has been partially effective—the freezing of billions in cohesion funds
created economic pressure on Orban—but not effective enough to reverse the

institutional capture.

Europe's fracture lines are not merely geographic; they are institutional and
ideological. The rise of far-right parties across the continent—AfD in Germany (polling
above 20 percent in multiple state elections), RN in France (Marine Le Pen reaching
the presidential runoff twice), FdI in Italy (governing since 2022), PVV in the
Netherlands (coalition government since 2024)—creates a pattern of pressure on
democratic norms that, while not identical to the Hungarian model, shares its
underlying dynamics: the mobilization of cultural grievance against institutional
constraint. The Nordics, long considered immune to this pattern, are beginning to
show stress: Sweden Democrats entered government as a support party in 2022, and

Finland's coalition includes nationalist elements that test liberal norms.

Yet the European story also contains the most powerful counter-narrative in the
global dataset. The Nordic model—Finland (100), Norway (100), Denmark (97), Sweden
(95)—demonstrates that the Democratic Plateau is not merely stable but deeply stable.
These countries combine universal welfare states, strong labor unions, transparent
governance, robust public media, and deeply internalized democratic norms to create
an institutional architecture that has proven remarkably resistant to the populist
pressures that have eroded democracies elsewhere. The question that Part V will
address is whether the Nordic model contains generalizable lessons or whether it
depends on conditions (small population, ethnic homogeneity, resource wealth,

geographic isolation from authoritarian powers) that cannot be replicated.

2. Asia-Pacific: The Triangle of Divergence

Asia-Pacific is the world's most politically diverse region. The gap between the freest
country (Japan, 96) and the least free (North Korea, 2) is 94 points—the widest intra-
regional spread anywhere. The region contains the world's most successful autocratic
modernizer (China), its most vibrant young democracy (Taiwan), its largest eroding

democracy (India), and some of its most stable established democracies (Japan, South
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Korea, Australia, New Zealand). Any generalization about "Asia" is immediately

contradicted by counter-examples.

The region's dynamics can be understood through three key relationships. The first
is the China-Taiwan-Japan triangle, which represents the full spectrum of political
possibility in a single cultural sphere: a consolidated autocracy, a thriving democracy,
and a mature constitutional system. Taiwan (Liberty 92, velocity +0.6 per year) is the
region's most positive story—its democratic transition from KMT authoritarianism,
now three decades old, has produced a society that consistently ranks among the
world's freest, with the external threat from China paradoxically strengthening rather

than undermining democratic identity.

India: The Silent Erosion at Scale

Liberty: 62 | HCI: 68 | Velocity: -1.5/yr | Basin: Hybrid Trap (mid-zone)

India's erosion receives far less global attention than its scale warrants. The
world's largest democracy—1.4 billion people, the planet's most complex
electoral system—has been downgraded to "electoral autocracy" by V-Dem since
2017. Press freedom is severely constrained. Muslim minority rights have been
systematically curtailed through the Citizenship Amendment Act and related
legislation. Judicial independence is under sustained pressure. Yet the erosion
has been gradual, spread across multiple institutional fronts, and accompanied
by strong economic growth that masks the political deterioration. India's
trajectory parallels Hungary's in structure but exceeds it in scale by an order of
magnitude. If India crosses the event horizon, the population-weighted picture of

global freedom will shift dramatically.
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China: The Model That Changed Everything

Liberty: 5 | HCI: 86 | Gap: 81 points | Velocity: 0.0/yr | Basin: Tyranny Well
(deeply settled)

China is not merely a data point in the Political Topology dataset. It is the data
point that breaks the twentieth century's most influential political theory. With
HCI rising from 19 to 86—a gain of 67 points encompassing near-universal
literacy, life expectancy of 78 years, GDP per capita of $19,100, and world-class
infrastructure—while Liberty moved from 4 to 5, China demonstrates at a scale of
1.4 billion people that autocratic modernization can work. The Chinese
Communist Party's institutional innovations—meritocratic promotion within the
party, controlled experimentation in special economic zones, selective
technology adoption, and sophisticated information control—represent a
governing model that has proven more durable than modernization theorists
predicted. But China's current challenges—debt-to-GDP exceeding 300 percent, a
collapsing property sector, rising youth unemployment, and demographic
decline—raise the question of whether the model's success was cyclical rather
than structural. The topological framework notes that China sits at the deepest
point of the Tyranny Well, where even catastrophic economic failure may not
produce political opening, because the institutional architecture of control has

become self-sustaining.

ASEAN diversity is the region's other defining feature. The ten ASEAN members span
the full political spectrum, from Myanmar's military dictatorship (Liberty 8) to the
fragile democracy of Indonesia (Liberty 57). Singapore (Liberty 47, HCI 92) remains
the world's most capable autocracy, a developmental state that delivers prosperity
without political freedom. The Philippines under Marcos Jr. is on a downward
trajectory. Thailand oscillates between civilian and military governance in a pattern

that has repeated for nine decades.

Australia (Liberty 95) and New Zealand (Liberty 97) anchor the region's democratic
end, serving as proof that the Democratic Plateau is achievable in the Asia-Pacific
context. Japan (Liberty 96), despite its democratic credentials, faces its own
challenges: declining voter turnout, LDP dominance that approaches one-party rule in

all but name, and demographic pressures that may strain institutional capacity. South
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Korea (Liberty 83) has proven the most dynamic democracy in the region, with its
2016-2017 candlelight revolution demonstrating that citizen mobilization can remove
a sitting president through constitutional means—a counter-example to the erosion

narrative that deserves more attention than it typically receives.

The region resists simple narratives because simple narratives cannot
accommodate its contradictions. But one structural observation holds: the Asia-Pacific
contains both the world's most successful demonstration of the capability-freedom
link (South Korea's diagonal trajectory) and its most devastating refutation (China's
vertical trajectory). Both models are visible to every country in the region, and the
gravitational pull of each affects the trajectory of neighbors. This makes Asia-Pacific
the world's most consequential testing ground for the future of the capability-freedom

relationship.

3. Sub-Saharan Africa: Where the Sahel Is Collapsing

Sub-Saharan Africa faces a dual challenge that no other region confronts at the same
scale: both capability and freedom are below global averages. Mean Liberty is 38;
mean HCI is 62. The correlation between liberty and capability (r = 0.512) is moderate,
suggesting that the two remain partially linked in a region where neither has fully
developed. The democratic gains of the 1990s—when the end of the Cold War and the
collapse of single-party states produced a wave of multiparty elections across the

continent—have partially reversed.

The most alarming dynamic is the Sahel collapse. Mali, Burkina Faso, and Niger
have experienced military coups since 2020, part of a broader pattern in which
military juntas have seized power by exploiting popular frustration with civilian
governments' inability to provide security against jihadist insurgencies. The coups are
popular in the short term—crowds cheered the military in Niamey and Ouagadougou—
but the historical record suggests that military governments rarely transition back to
democracy voluntarily. The Sahel is entering the Tyranny Well, and the basin

dynamics described in Part I suggest that escape will be extraordinarily difficult.

Southern Africa presents a more stable picture, though "stable" is a relative term in
a region where no country has fully consolidated democratic governance. Botswana
(Liberty 72) has long been celebrated as Africa's democratic success story—multiple
peaceful transfers of power, a functioning judiciary, and mineral wealth managed

through transparent institutions. But Botswana's Liberty score has plateaued, and
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concerns about press freedom and the concentration of power in the presidency have
emerged. South Africa (Liberty 73) faces a different challenge: the ANC's decades-long
dominance has created patterns of patronage and corruption that erode institutional
quality even as the formal structures of democracy remain intact. The 2024 coalition
government marks a potential turning point, but the wunderlying structural
vulnerabilities—extreme inequality, persistent unemployment, declining state

capacity—create the conditions in which democratic erosion can accelerate.

East Africa is diverging sharply. Kenya (Liberty 48) oscillates between democratic
promise and political violence, with each election cycle testing whether the country's
institutions can manage the intense ethnic polarization that structures its politics.
Ethiopia, which seemed to be opening under Abiy Ahmed's 2018 reforms, has instead
collapsed into civil war and ethnic conflict, with the Tigray crisis demonstrating how
quickly institutional liberalization can reverse under security pressure. Tanzania and

Uganda remain under firmly autocratic governance, with little prospect of change.

Ghana and Senegal: West African Bright Spots

Ghana: L=68, HCI=65, Velocity: -0.3/yr | Senegal: L=66, HCI=58, Velocity:
+0.2/yr

Ghana and Senegal have been cited as West Africa's democratic success stories,
with multiple peaceful transfers of power and relatively free media landscapes.
But both face pressures. Ghana's liberty score has declined modestly from its
peak, reflecting concerns about media freedom and judicial independence.
Senegal's 2024 electoral crisis—resolved peacefully, but only after significant
tension—demonstrated both the resilience and the fragility of West African
democratic institutions. These countries sit in the Hybrid Trap, not the

Democratic Plateau, and their position is not guaranteed.
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The Sahel Cascade: Mali, Burkina Faso, and Niger

Mali: L=18 | Burkina Faso: L=15 | Niger: L=12 | All declining, all post-coup

The Sahelian military coups of 2020-2023 represent a regional cascade: each
coup encouraged the next, each junta drew legitimacy from the others, and the
collective effect was to create a contiguous zone of military governance stretching
across West Africa's interior. The coups were driven by a common dynamic:
civilian governments' inability to provide security against jihadist insurgencies,
combined with popular frustration with corruption and foreign (particularly
French) military presence. The juntas have expelled French forces, turned
toward Russian military assistance (Wagner Group), and shown no indication of
returning to civilian rule. In topological terms, the Sahel has entered the Tyranny
Well as a block, and the regional diffusion dynamics that drove the cascade will
make individual-country recovery even more difficult than the 3 percent baseline

rate would suggest.

4. South Asia: The Demographic Weight of Erosion

South Asia deserves treatment as a distinct region because its demographic weight
makes it decisive for the global trajectory. Eight countries—India, Pakistan,
Bangladesh, Sri Lanka, Nepal, Afghanistan, Myanmar, and Bhutan—account for nearly
a quarter of the world's population. The region's mean Liberty is 42, its mean HCI is
65, and its capability-freedom correlation (r = 0.471) is moderate, suggesting that the
bundle of development and freedom retains some force here but is weakening. Only
one country (Bhutan, Liberty 63) approaches the threshold for "Free" classification,
and even that is contested.

India dominates the regional picture so completely that the rest of the region
receives inadequate attention. But the non-Indian dynamics are instructive. Pakistan
(Liberty 28, HCI 55) has oscillated between military and civilian rule for its entire 78-
year history, with the military intervening directly in government four times and
exercising indirect control during most civilian periods. The Pakistani pattern—
civilian government, economic crisis, military intervention, controlled return to
civilian rule, renewed civilian government, renewed crisis—is the Hybrid Trap in its
purest form, an oscillation that has never approached either the Democratic Plateau or

the stable autocracy of the Tyranny Well. The topological framework predicts that such
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oscillation can continue indefinitely unless an external shock or internal

transformation pushes the system decisively in one direction.

Bangladesh (Liberty 32, HCI 61) has experienced its own democratic recession
since 2014, with the Awami League under Sheikh Hasina consolidating power through
electoral manipulation, press suppression, and the Enforced Disappearance Act that
human rights organizations have documented extensively. The country's garment-
export-driven economic growth has continued alongside political closure, providing
another data point for the decoupling thesis. Sri Lanka (Liberty 55, HCI 78) has shown
some recovery following the dramatic economic crisis and public uprising of 2022 that
ousted the Rajapaksa family, but the institutional damage from the Rajapaksa era

remains severe and the recovery is fragile.

Nepal (Liberty 45, HCI 56) represents a case where democratic transition (the
abolition of the monarchy in 2008 and the adoption of a federal republican
constitution in 2015) has not yet produced institutional consolidation. Political
instability, frequent changes of government, and the weakness of democratic norms
among political elites keep Nepal in the Hybrid Trap. Afghanistan (Liberty 3, HCI 32)
under Taliban rule since 2021 represents the most dramatic reversal in the region: the
complete destruction of twenty years of institutional development, the erasure of
women from public life, and the reimposition of theocratic governance. Myanmar
(Liberty 8, HCI 58), after the 2021 military coup against the democratically elected

NLD government, has descended into civil war and humanitarian crisis.

The South Asian picture is grimmer than any regional average suggests. Of the
region's 2 billion people, nearly all live under governance that is unfree or actively
eroding. The region contains no deeply consolidated democracy, no country securely
on the Democratic Plateau, and no clear positive trajectory. India's erosion, Pakistan's
oscillation, Bangladesh's closure, Afghanistan's collapse, and Myanmar's civil war
create a composite picture of a region where democratic governance has never fully

taken root and where the basin dynamics overwhelmingly favor continued decline.

5. Middle East and North Africa: Maximum Decoupling

The Middle East and North Africa is the region of maximum decoupling. Mean HCI of
83 paired with mean Liberty of 22 creates a capability-freedom gap of 61 points—the
largest anywhere in the world. The correlation between liberty and capability (r =

0.298) is the second weakest in the dataset, meaning that economic development,
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education, and healthcare investment have almost no predictive power for political

freedom in this region. Zero countries qualify as Free.

The Arab Spring's aftermath defines the contemporary regional picture and serves
as a devastating natural experiment in the durability of democratic transitions. Of the
four countries that experienced significant democratic openings in 2011—Tunisia,
Egypt, Libya, and Yemen—not one sustained democratic governance. Egypt returned to
military rule under Sisi within two years. Libya fragmented into warring factions.
Yemen descended into civil war and humanitarian catastrophe. And Tunisia, the sole

success story, reversed a decade later under Kais Saied.

Tunisia: The Hope That Died

Liberty: 32 (est.) | HCI: 76 | Velocity: -3.0/yr (since 2021) | Basin: entering
Tyranny Well

Tunisia's democratic decade (2011-2021) was the Arab Spring's single
vindication. A new constitution, free elections, a Nobel Peace Prize for the
national dialogue quartet, and a fragile but functioning multiparty system
demonstrated that Arab democracy was possible. Then Kais Saied suspended
parliament in July 2021, rewrote the constitution to concentrate presidential
power, imprisoned opposition figures, and hollowed out the institutions that had
sustained the democratic experiment. The reversal is particularly painful for
what it reveals about institutional depth. Tunisia's democracy was real but
shallow: civic culture had not yet deepened sufficiently, economic grievances
remained unaddressed, and the institutional architecture proved vulnerable to a
single leader exploiting popular frustration. In topological terms, Tunisia sat at
the rim of the Democratic Plateau—it had entered but had not settled deep
enough to resist the perturbation that Saied represented. The lesson for other
transitional democracies is sobering: formal democratic institutions are
necessary but not sufficient. Without deep civic culture, economic delivery, and

institutional redundancy, democratic gains remain reversible.

The Gulf model represents the region's other defining feature: wealthy petrostate
monarchies that deliver world-class material outcomes without any pretense of
political participation. The UAE (HCI 92, Liberty 22), Qatar (HCI 90, Liberty 15), and

Kuwait (HCI 85, Liberty 35) demonstrate that resource wealth can substitute for the
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institutional mechanisms that modernization theory assumes are necessary for
development. The Gulf model is not portable—it depends on oil and gas revenues that
most countries do not possess—but its visibility as a successful alternative to
democratic development weakens the normative pull of democracy across the region

and beyond.

Saudi Arabia: The Extreme Case of Decoupling

Liberty: 7 | HCI: 89 | Gap: +82 points | Velocity: 0.0/yr

Saudi Arabia represents the most extreme decoupling in the dataset: a country
where citizens have access to world-class healthcare, excellent infrastructure,
and high income—with near-zero political freedom. MBS's Vision 2030 invests
heavily in capability while tightening political control. Social liberalization
(women driving, entertainment openings) coexists with intensified political
repression (the Khashoggi murder, mass arrests of dissidents). The Saudi model
is the ultimate test case for whether capability can substitute for liberty

indefinitely. The data suggest it can—at least so far.

Israel: Democracy Under War Cover

Liberty: 60 | HCI: 92 | Velocity: -0.7/yr | Trajectory: eroding

Israel's judicial overhaul of 2023-2024 and the subsequent war provided cover
for accelerating institutional erosion. Three hundred and ninety-six anti-
democratic bills were introduced during wartime. The trajectory parallels
Hungary 2010-2015: incremental institutional capture under cover of
democratic legitimacy. Israel was once the sole consolidated democracy in
MENA; its current trajectory is the most concerning in the region precisely
because it began from the highest base. The question is whether Israeli civil
society—which mobilized hundreds of thousands of protesters against the

judicial overhaul—can arrest the decline before the event horizon is crossed.



6. Eurasia and Central Asia: The Deepest Basin

Eurasia is the world's least free region, with a mean Liberty of 14, and the one where
the capability-freedom decoupling is most complete. Every country in the region
qualifies as a Capable Autocracy. The correlation between liberty and capability (r =
0.268) is the weakest anywhere—meaning that capability has essentially zero
relationship to political freedom here. This is the endpoint of the decoupling process,

the asymptotic limit toward which the global trend is moving.

Russia sits deep in the Tyranny Well (Liberty 13, HCI 79). Under Putin, institutional
capture is complete—Stage 8 in the autocrat's playbook. The Ukraine war has
accelerated domestic repression while projecting the authoritarian model externally.
Russia is both a data point and an exporter: its playbook of NGO suppression, media
capture, "foreign agent" laws, and constitutional manipulation has been adopted
across the post-Soviet space and beyond. Russia's role as an exporter of autocratic
technology and technique is underappreciated. The "foreign agent" law that Russia
pioneered in 2012 has been replicated in whole or in part by at least 15 countries. The
media capture model that consolidated state control over Russian television has been
studied and adapted by aspiring autocrats from Hungary to Nicaragua. Russia does not
merely resist democracy at home; it actively works to undermine it abroad, through
information warfare, election interference, support for illiberal movements, and the
provision of security guarantees that insulate autocrats from domestic and

international pressure.

The five Central Asian states—Kazakhstan, Uzbekistan, Turkmenistan, Tajikistan,
and Kyrgyzstan—form a block of remarkably stable autocracies (mean Liberty 9, mean
HCI 71), sustained by resource wealth (in Kazakhstan and Turkmenistan) and Russian
and Chinese security guarantees that reduce external pressure for reform. These
states have been in the Tyranny Well for decades with effectively zero movement
toward the surface. Their stability is not the stability of contentment but the stability of
institutional lock-in: the security apparatus, the patronage networks, the information
control systems, and the elite bargains that sustain autocratic rule have become self-
reinforcing. The Central Asian experience suggests that the Tyranny Well is not merely
deep but deepening—that the longer a state remains at the bottom, the more entrenched
the institutional architecture of control becomes, and the harder escape becomes even

in theory.
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Armenia: The Exception That Illuminates the Rule

Liberty: 64 | HCI: 72 | Velocity: +1.1/yr | Basin: Hybrid Trap (rising)

Armenia is the region's sole positive data point, and its exceptionalism is
instructive. The 2018 Velvet Revolution brought Nikol Pashinyan to power
through mass peaceful protest, replacing a corrupt post-Soviet elite with a
reformist government. Liberty has risen from 48 to 64—the fastest improvement
in the dataset. But Armenia's trajectory is fragile. The 2020 defeat in the
Nagorno-Karabakh war and the subsequent Azerbaijani takeover of the region
weakened Pashinyan's position and created conditions for potential reversal.
Armenia demonstrates that escape from the post-Soviet autocratic basin is
possible but precarious—and that external shocks (military defeat, Russian
pressure) can rapidly undermine democratic gains. The 3 percent recovery rate
from the Tyranny Well may be an overestimate if it includes cases that
subsequently reversed.

Eurasia as the Decoupling Endpoint

Eurasia demonstrates that the Tyranny Well is not a temporary condition but a durable
equilibrium. States that reach this depth do not spontaneously emerge. The region's
complete decoupling (r = 0.268) means that economic development, education, and
healthcare investment have zero predictive power for political freedom here. This is the
world that the "Great Decoupling" creates at its logical endpoint: high-capability societies
with no prospect of political liberalization, where the autocrat's bargain has been

accepted, normalized, and institutionalized.

7. Latin America and the Caribbean: Populist Waves

Latin America's democratic trajectory is shaped by three competing forces: a deep
tradition of populist politics that periodically strains institutional norms, a legacy of
military dictatorship that serves as a cautionary memory, and profound economic
inequality that provides perpetual fuel for political mobilization. The region's mean
Liberty of 58 places it squarely in the Hybrid Trap, and the regional trend is downward.

The United States' decline has removed a crucial anchor. For decades, the US

served as the hemisphere's democratic reference point—imperfect but aspirational.
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With the US itself in rapid institutional erosion, that reference point has been
compromised. Latin American democrats who once looked north for institutional

models now see a cautionary tale.

Venezuela: The Completed Collapse

Liberty: 8 | HCI: 68 | Velocity: stabilized at bottom | Basin: Tyranny Well

Venezuela is the region's most complete democratic collapse. Liberty fell 64
points from peak. HCI held initially, then began declining as the economic crisis
destroyed the healthcare system, triggered mass emigration (7.7 million fled),
and collapsed the petroleum infrastructure. The Maduro regime survived the
2019 challenge when the military chose repression over transition. Venezuela is
now firmly in the Tyranny Well, and the basin dynamics suggest recovery will
require either regime collapse or sustained external pressure beyond anything
currently in prospect. Capital flight preceded the final institutional collapse by
approximately four years—a pattern that Part IV examines as a potential early

warning indicator.



El Salvador: The Security Bargain

Liberty: 35 | HCI: 72 | Velocity: -2.5/yr | Public approval: 91%

President Nayib Bukele represents the most explicit trade of freedom for security
in the contemporary world. His mega-prison for 83,000 gang suspects, his
suspension of constitutional rights under a rolling state of exception, and his
abolition of term limits (July 2025) have been conducted with overwhelming
popular support. El Salvador demonstrates a truth that democrats find
uncomfortable: democratic erosion can be popular when the alternative is
perceived as intolerable violence. Bukele's approval rating of 91 percent is the
highest of any national leader in the dataset. The challenge for democratic theory
is that his constituents are making a rational, informed choice to trade political
freedom for physical security. The topological framework classifies this as a
voluntary descent into the Tyranny Well-but the word "voluntary" forces a
reckoning with the relationship between democratic legitimacy and democratic

substance.

Brazil: The Near-Miss and Fragile Recovery

Liberty: 62 | HCI: 75 | Velocity: +0.3/yr (since 2023) | Basin: Hybrid Trap

Brazil's January 2023 insurrection—when Bolsonaro supporters stormed the
Congress, Supreme Court, and Presidential Palace in Brasilia—was the
hemisphere's most dramatic test of democratic resilience since the end of
military rule. The institutions held. The military did not intervene on the
insurrectionists' side. The Supreme Court prosecuted the perpetrators. Lula's
return to the presidency represents a partial stabilization, but the structural
conditions that produced Bolsonarismo—extreme inequality, evangelical
mobilization, social media radicalization, institutional distrust—have not been
resolved. Brazil sits in the Hybrid Trap at a score that provides no margin for
error. The next electoral cycle will test whether the recovery is durable or
whether Brazil, like so many countries in the Hybrid Trap, will oscillate between

democratic promise and authoritarian temptation.

154



Mexico (Liberty 60) under AMLO's successor faces the consequences of a judicial
reform that restructured the court system in ways that fundamentally weaken
independence. The reform, which introduced popular election of judges, was framed
as democratic deepening but functions as institutional capture: it replaces
professional judges with politically aligned ones. Chile (Liberty 88) navigated a
constitutional crisis through two referenda and emerged with its democracy intact—
perhaps the most encouraging data point in the hemisphere, demonstrating that
institutional stress tests can strengthen rather than weaken democratic norms when
the underlying civic culture is robust. Costa Rica (Liberty 87) and Uruguay (Liberty 93)
maintain strong democratic credentials and serve as regional anchors, but their small

populations mean they cannot offset the aggregate trajectory set by larger neighbors.

The region's deeper structural challenge is inequality. Latin America remains the
world's most unequal region by income distribution, and that inequality creates
perpetual demand for populist leaders who promise redistribution outside
institutional channels. The populist cycle—frustration with establishment parties,
election of an outsider, institutional erosion, economic crisis, return to establishment
rule, renewed frustration—has repeated across the hemisphere for decades. The
topological framework suggests that this cycle is not a bug but a feature of the Hybrid
Trap: the basin is shallow enough that countries oscillate rather than settling, and each

oscillation risks pushing the country past the event horizon.

8. North America: The Divergence That Should Not Exist

The United States and Canada share a continent, a language, an intertwined economy,
and a common legal tradition rooted in English common law. Their democratic
trajectories should be similar. They are not. Canada (Liberty 92, velocity approximately
stable) maintains a healthy democracy with strong institutions, a functioning
multiparty system, and robust civil liberties. The United States (Liberty 48-84
depending on the measure, velocity -3.1 per year by the PTI assessment) is in the

fastest institutional decline of any established democracy in the dataset.

The divergence demands explanation, and the topological framework offers one.
Canada and the United States entered the period of stress—the populist pressures, the
information ecosystem disruptions, the inequality-driven resentment—from different
structural positions. Canada's parliamentary system concentrates power in ways that
reduce veto points, but it also reduces the opportunity for a single leader to capture the

entire institutional architecture. The Canadian Senate, though appointed, provides a



check that does not depend on partisan alignment. The provinces maintain significant
autonomy. The media ecosystem, while not immune to polarization, has not been

captured to the extent that American media has.

The US, by contrast, entered the stress period with structural vulnerabilities that
the topological framework identifies as pre-conditions for rapid erosion: extreme
partisan polarization, a Supreme Court appointment system that enables generational
capture, a Senate that dramatically overrepresents rural (and disproportionately
conservative) states, a media ecosystem dominated by algorithmic amplification of
outrage, and a campaign finance system that ties political survival to donor coalitions
rather than median voter preferences. The perturbation that pushed the US toward the
event horizon did not need to be enormous. It needed only to exploit pre-existing

structural weaknesses—and it did.

The US-Canada comparison is instructive beyond the specifics of the two countries
because it illuminates a general principle: institutional design matters more than
political culture when stress is applied. Americans and Canadians share broadly
similar values on democracy, individual rights, and the rule of law. The divergence in
their democratic trajectories is not a product of cultural differences but of structural
ones. The US system, designed to prevent the concentration of power through
separation and checks, paradoxically created multiple veto points that could be
captured sequentially. The Canadian system, designed around responsible
government and parliamentary supremacy, is less vulnerable to sequential capture
because the executive derives its authority from the legislature rather than
independently of it. A would-be autocrat in Canada must command a parliamentary
majority and can be removed by a vote of no confidence; a would-be autocrat in the US
commands a separate power base and can govern through executive action even

without legislative support.

The comparison also highlights the role of the media ecosystem. Canada
maintained a public broadcasting system (CBC) and stronger media regulation that,
while imperfect, prevented the total capture of the information environment by
partisan interests. The US, through successive deregulation decisions (the elimination
of the Fairness Doctrine, the explosion of cable news, the rise of social media without
content moderation requirements), created an information ecosystem in which it
became possible to live in entirely separate factual universes. The topological

framework identifies information ecosystem integrity as a critical variable in



determining a country's vulnerability to erosion—and the US-Canada comparison

provides the most compelling natural experiment supporting that analysis.

The North American Divergence in Numbers

Canada: Liberty 92 | HCI 93 | Velocity: stable | Basin: Democratic Plateau (deep)

United States: Liberty 48—84 (depending on measure) | HCI 92 | Velocity: —-3.1/yr | Basin:
crossing event horizon

Key structural differences: Parliamentary vs. presidential system. Public broadcaster
vs. commercial-only media. Proportional representation in practice vs. winner-take-all.
Universal healthcare vs. market-based. Campaign finance limits vs. Citizens United.
These structural differences produced dramatically different resilience when the same
global stresses (populism, social media, inequality) were applied.

The same disease manifests differently in different bodies. But the underlying
pathology—institutional capture, elite entrenchment, the displacement of
liberty by tyranny or chaos—is recognizable across every region. The
topological dynamics do not respect borders. They respect only the depth of
institutional resilience—and in too many places, that depth has proven
shallower than anyone expected.

The Regional Gradient of Decoupling

One final pattern emerges from the regional analysis, and it is perhaps the most
structurally significant finding in this chapter. The capability-freedom correlation
weakens along a clear geographic gradient: from Europe (r = 0.785) through the
Americas (r = 0.642), Asia-Pacific (r = 0.534), Sub-Saharan Africa (r = 0.512), and South
Asia (r = 0.471) to MENA (r = 0.298) and Eurasia (r = 0.268). This gradient is not
random. It reflects the progressive spread of the autocratic modernization model.
Where authoritarian states have learned to deliver material welfare, the assumption
that development leads to freedom breaks down. The Great Decoupling is not a single

event but a gradient—and that gradient maps onto geography.
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Table 8.2: The Decoupling Gradient — Correlation Declining from West to East

Liberty-HCI Correlation Capability-Freedom Gap % Capable Autocracies

Europe 0.785 +9 4%
Americas 0.642 +20 25%
Asia-Pacific 0.534 +29 40%
Sub-Saharan Africa 0.512 +24 20%
South Asia 0.471 +23 25%
MENA 0.298 +61 80%
Eurasia 0.268 +61 100%

Source: Political Topology Index, Human Capabilities Index, 2023 cross-section. Gap = Mean HCI minus Mean Liberty. Regions sorted by
declining correlation.

The gradient tells a story about the future as much as the present. If the global
trend continues—if the correlation between capability and freedom continues to
weaken—then the world is moving from the left side of this table toward the right.
Europe's position at the top is not a permanent guarantee; it is a function of
institutional depth that must be actively maintained. The Americas are already in the
middle of the gradient, with the US decline accelerating the shift. Asia-Pacific is split
between the two poles. And at the far end of the gradient, MENA and Eurasia show
what the endpoint looks like: capable societies under total political control, where the
autocrat's bargain has been normalized and the prospect of democratic transition has

effectively vanished.

The gradient also suggests a mechanism. The regions where the correlation is
weakest are, in general, the regions where authoritarian states have had the longest to
develop institutional capacity for delivering material welfare without political opening.
Russia has been doing this since the Soviet era. The Gulf states have been doing it
since the oil boom of the 1970s. China has been doing it since Deng Xiaoping's reforms
of 1978. The correlation weakens not because freedom becomes less important to
human flourishing but because autocratic states become better at delivering the
material components of flourishing without the political ones. The gradient is, in
effect, a measure of autocratic learning—and it shows that the learning curve is steep

and the results are durable.



What the Regional Evidence Tells Us

Seven regions, seven stories, one recession. The evidence assembled in this chapter

leads to five conclusions that inform the remainder of the book.

First, the democratic recession is genuinely global. It is not a phenomenon
confined to fragile states, post-colonial nations, or the developing world. It has reached
established democracies in every region, including the oldest and wealthiest. The
velocity of decline is often highest in countries that recently had the most freedom,
because they are crossing from the Democratic Plateau into the Hybrid Trap, where

the gradient steepens.

Second, regional diffusion is real. Democratic erosion clusters geographically, just
as democratization did. The Sahel cascade, Hungary's influence on its neighbors,
China's gravitational pull on Southeast Asia, and Russia's export of autocratic
technique all demonstrate that a country's trajectory is shaped not only by its internal
dynamics but by the trajectory of its neighbors. Any strategy for defending democracy

must account for regional contagion effects.

Third, the decoupling gradient is structurally informative. The weakening of the
capability-freedom correlation from Europe to Eurasia is not random; it tracks the
spread and maturation of the autocratic modernization model. Regions where the
correlation remains strong (Europe) are regions where autocratic alternatives have not
yet demonstrated comparable material delivery. Regions where the correlation has
collapsed (Eurasia, MENA) are regions where they have. This suggests that the
decoupling will continue to spread unless democratic states find ways to reassert the
material case for freedom or to make the intrinsic case compelling enough to

withstand material competition.

Fourth, the few recovery cases—Poland, Armenia, Taiwan, the Gambia—share
common features. All involved massive citizen mobilization. All occurred before the
event horizon was crossed. All required specific enabling conditions (a military that
did not intervene, international pressure, economic incentives for reform). And all
remain fragile. The recovery rate is low, the conditions for recovery are demanding,
and the window for intervention is narrow. Early detection and early action are the

only strategies with a meaningful historical success rate.

Fifth, the population-weighted picture is far grimmer than the country-count
picture. The democratic recession is concentrated in the world's most populous

countries—China, India, the United States, Indonesia, Nigeria, Pakistan, Brazil—and



this concentration means that the lived experience of the recession is far more severe
than aggregate statistics suggest. A majority of the human species now lives under
governance that is unfree or eroding, and the trajectory of the largest countries is, with

few exceptions, downward.

The evidence presented in Part Il establishes the empirical foundation for
everything that follows. The world is in democratic recession. Capability has
decoupled from freedom. The topological dynamics described in Part I are
visible in the data. The event horizon is real, and most of the world has crossed
it. The question that Parts Il through V address is what, if anything, can be
done—and how much time remains to do it.

Part III turns from evidence to mechanism. Having established what is happening—the
recession, the decoupling, the regional fractures—we now examine how it happens. The
autocrat's playbook, it turns out, is remarkably consistent across cultures, continents,

and eras. Understanding its steps is the first requirement for disrupting them.



PART III

Markets and Money

How Credit Markets Sleep Through Democratic Collapse
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CHAPTER NINE

Bond Vigilantes — When Markets Sleep

The myth of market discipline and the 4.7-year silence

“The bond market is the most powerful force in the world. It can bring governments to their knees.”

— James Carville, 1993

I n theory, bond markets are the ultimate accountability mechanism. When a
government borrows money, it submits itself to the judgment of thousands of
creditors who, collectively, set the price of that government's promises. If institutions
weaken, if the rule of law erodes, if fiscal recklessness takes hold, yields should rise —
punishing bad governance with higher borrowing costs and, in extremis, cutting off
access to credit entirely. This is the bond vigilante thesis, and for three decades it has
been an article of faith among financial commentators, treasury officials, and political
scientists who believe that markets impose the discipline that voters sometimes

cannot.
In practice, bond markets sleep through revolutions.

This is not a polemical claim. It is an empirical finding, grounded in the most
comprehensive dataset of sovereign governance and bond yields ever assembled. The

Political Topology Project has matched Liberty Index scores — a composite measure of
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institutional quality drawn from Freedom House, V-Dem, Polity V, and the Economist
Intelligence Unit — to 10-year sovereign bond yields for 91 countries across 225 years
of political and financial history. The dataset encompasses 665 country-year
observations, 34 core default episodes, and every major instance of democratic

backsliding since systematic governance measurement began.

Across this dataset, we find that sovereign credit markets are systematically late,
frequently wrong-directional, and structurally incapable of pricing governance risk in
real time. The vigilante is not merely slow — it is, for all practical purposes, absent
during the critical years when institutional erosion could still be reversed. By the time
yields finally reprice, the democratic damage is done. The institutions have been
captured, the opposition suppressed, the judiciary packed, the media muzzled. And
the bond market, which should have sounded the alarm years earlier, shows up only to
survey the wreckage and demand higher yields from a government that no longer

needs to care what bondholders think.

The implications of this finding extend far beyond finance. If bond markets cannot
price governance risk in real time, then one of the most widely assumed mechanisms
of democratic accountability — the idea that capital markets will punish bad
governance through higher borrowing costs — is largely fictional. This matters because
policy frameworks, international institutions, and economic theories all assume,
explicitly or implicitly, that sovereign credit markets perform a disciplinary function.
They do not. And understanding why they do not is essential both for investors who
want to avoid being the last to know and for citizens who want to understand why

global capital flows subsidize the destruction of their institutions.

4.7 62% 665 -0.35

Year Median Lag Wrong Direction Observations Governance Beta

The 4.7-Year Lag

If bond markets priced governance risk efficiently, yield changes would track liberty
changes contemporaneously — or even lead them, as forward-looking investors
anticipated institutional erosion. The efficient markets hypothesis, in its semi-strong

form, holds that prices incorporate all publicly available information. Governance data



is publicly available. The Liberty Index components — Freedom House scores, V-Dem
indices, Polity V ratings, Economist Intelligence Unit assessments — are published
annually, reported by international media, and available to any credit analyst with an
internet connection. If markets were efficient with respect to this information,

governance changes would be priced within months.

Instead, we observe the opposite. The median lag between the onset of liberty
decline and the first statistically significant yield response is 4.7 years. The range
spans from 2 years (Argentina, where the market has learned from painful repetition)
to 12 years (Venezuela, where oil revenues masked the rot until default was inevitable).
The lag is not evidence of information unavailability. It is evidence of information
rejection. The market has access to governance data and chooses not to incorporate it —
because the market's analytical infrastructure is not designed to process institutional
quality as a credit variable, and because the incentive structures of sovereign credit
analysis systematically penalize analysts who deviate from consensus to incorporate

"soft" governance indicators.

This lag is not a minor calibration issue. It is a structural failure of the sovereign
credit market's risk-pricing mechanism. During the lag period, governments that are
actively dismantling democratic institutions continue to borrow at rates that reflect
their prior institutional quality — effectively receiving a multi-year credit subsidy for

autocratization. The autocrat borrows at the democrat's rate.

Consider the arithmetic. If a country's Liberty Index falls by 10 points over three
years, the governance-yield regression (discussed below) predicts a 350-basis-point
yield increase. But if the market takes 4.7 years to respond, the government has nearly
five years of borrowing at artificially low rates. For a country with sovereign debt at 80
percent of GDP, a 350-basis-point subsidy over five years amounts to roughly 14
percent of GDP in avoided interest costs. That is a subsidy large enough to finance an
entire apparatus of democratic suppression — and it is precisely what credit markets

provide, in their sleep, to autocratizing governments.

The lag is not uniformly distributed. It varies by region, by income level, and by the
type of institutional erosion. Advanced economies with established credit histories
tend to have longer lags (5—8 years) because the market gives them more "benefit of
the doubt." Emerging markets with histories of default have shorter lags (2—4 years)
because the market has been burned before and maintains a hair trigger. Countries

embedded in currency blocs (the eurozone) or with reserve currency status (the United
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States) have the longest lags of all, because structural demand for their bonds creates a
floor under prices that is independent of governance quality. The US, as we shall see, is
currently in year eight of its institutional decline with no measurable yield response —

the longest active lag in the dataset for a country with a decline this severe.

The distribution of lag lengths also tells a story about the transition from Asleep to
Alert. The shift is rarely gradual. In 78 percent of episodes where the market
eventually repriced governance risk, the repricing occurred in a compressed period of
6 to 18 months — far shorter than the lag that preceded it. The pattern is Hemingway's
bankruptcy: gradually, then suddenly. Years of complacent pricing followed by months
of panicked repricing. The bond vigilante does not wake up slowly. It snaps awake in a
cold sweat and sells everything at once.

The bond market does not discipline autocrats. It finances them — until the
day it doesn't, at which point the repricing is sudden, catastrophic, and too
late to prevent the damage that complacent capital helped cause.

The Governance-Yield Regression

The relationship between institutional quality and sovereign borrowing costs is not a
theory. It is an empirical regularity, confirmed by regression analysis across our full
dataset and validated by independent audit. The core finding is stark: a one-point
decline in the Liberty Index corresponds to a 35-basis-point increase in sovereign
bond yields, holding other macroeconomic variables constant.



Technical Note: The Core Regression
The bivariate specification is: Yield; ; = 33.05 - 0.35 x Liberty; ; + €; ;
B=-0.35|R?2=0.37 | n=665|p<0.001

Intercept = 33.05 (corrected from original thesis estimate of 18.7 during independent
audit). Standard error = 0.04. Heteroskedasticity-consistent standard errors confirm

significance at the 1% level.

A log-linear specification achieves R? = 0.51, reflecting the non-linear reality that yield
sensitivity to governance accelerates as countries move from democracy toward
autocracy. The marginal basis-point cost of losing a point of liberty is far greater for a
country at Liberty = 30 than for one at Liberty = 80.

The regression tells a clear story at the extremes. A fully free country (Liberty = 100)
has a model-predicted yield of roughly -2 percent — meaning governance risk
contributes essentially nothing, and borrowing costs are driven entirely by inflation
expectations and monetary policy. A full autocracy (Liberty = 0) has a predicted yield
of 33 percent — a rate that makes debt unsustainable and explains why such countries
either cannot access international capital markets or resort to forced domestic
lending. The danger zone is the middle: a hybrid regime at Liberty = 50 carries a
predicted yield of roughly 15.5 percent, high enough to create fiscal pressure but not
yet high enough to trigger crisis.

The danger zone maps directly onto the topology of political space developed in
Part I. The "hybrid trap" — the basin of attraction at Liberty = 20-55 that captures
countries in a stable but degraded governance equilibrium — corresponds precisely to
the yield range (10-20 percent) where borrowing costs are high enough to create fiscal
stress but not high enough to make borrowing impossible. Countries in this range face
a toxic combination: institutional quality too low to generate the economic growth
needed to service debt at these rates, but market access still sufficient to keep
borrowing. The result is a slow-motion debt spiral that can persist for decades,
punctuated by periodic crises that never quite resolve because the underlying
institutional problem is never addressed. Argentina has been in this zone for most of

the past century. Turkey entered it in 2018. The United States is approaching it.

The non-linearity of the log-linear specification has a practical implication that
deserves emphasis. A 10-point Liberty decline from 90 to 80 increases the model-

predicted yield by approximately 120 basis points. The same 10-point decline from 50



to 40 increases the predicted yield by approximately 650 basis points. This means the
yield consequences of institutional erosion are convex — they accelerate as governance
deteriorates. A country in the democratic zone can lose some institutional quality
without severe fiscal consequences. But a country that has crossed into the hybrid
zone faces rapidly escalating borrowing costs for each additional point of governance
decline. The implications for the United States — currently at Liberty = 48, just inside
the hybrid zone boundary — are stark: every further point of institutional decline now
carries a significantly higher yield penalty than the same decline would have carried at

Liberty = 94. The cost of governance deterioration is not linear. It compounds.

The R? of 0.37 in the linear specification means that governance quality alone
explains more than a third of the cross-country variation in sovereign yields. The log-
linear R? of 0.51 means governance explains roughly half. For a single variable in a
domain where dozens of macroeconomic, fiscal, and structural factors are at play, this
explanatory power is remarkable. It means that if you knew nothing about a country
except how free its citizens are, you could predict its borrowing costs with more
accuracy than many professional credit analysts achieve using their full toolkit of

macroeconomic indicators.

The Four Vigilante States

Not all governance-yield mismatches are created equal. We classify the current global
sovereign credit landscape into four states, based on the interaction between liberty
trajectory and yield response. This taxonomy, developed in Part I's framework

(Chapter 3), maps directly onto the political topology of institutional space.

Table 9.1: The Four Vigilante States

Definition Current Examples Yield Behavior Frequency
- Liberty falling, yields United States, Hungary, No governancerisk Most of the
slee
P flat or declining India priced time
Waki Liberty falling, yields Turkey, South Africa, Partial repricing Transition
akin
& rising slowly Mexico underway state
e Yields spiked, crisis Venezuela, Lebanon, Full or excessive Brief,
er
pricing Argentina repricing catastrophic
India 2015-20, Market rewarded 62% of

Wrong  Yields fell as liberty fell o ) ) .
Philippines, Brazil erosion episodes
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The most dangerous state is Asleep, because it is where the mispricing is largest and
the democratic damage accumulates fastest. The most consequential current example
is the United States, with a 46-point Liberty decline (from 94 to 48) and yields that
have barely moved. But the most intellectually troubling state is Wrong. In 62 percent
of institutional erosion episodes in our dataset, yields moved in the opposite direction
to the governance deterioration during the lag period. The bond market was not
merely failing to punish democratic backsliding — it was actively rewarding it with

cheaper credit.

In 62% of democratic backsliding episodes, bond markets sent the wrong
signal — lowering borrowing costs as institutions eroded. The bond vigilante
did not merely fall asleep. It rolled over and subsidized the autocrat.

Why Markets Get It Wrong

The 4.7-year lag is not irrational. It is the predictable consequence of how sovereign

credit analysis actually works in practice. Four structural factors explain the pattern.

First, backward-looking metrics. Sovereign credit models overwhelmingly rely on GDP
growth, debt-to-GDP ratios, fiscal balances, and current account positions — all of
which are lagging indicators. Institutional quality enters these models, if at all, through
credit rating agency assessments that change slowly and with significant conservatism
bias. Standard & Poor's downgraded Turkey's sovereign rating by three notches
between 2016 and 2020 — six years after the institutional erosion began in earnest.
The rating agencies, far from leading the market, trailed reality by even more than the

bond market itself.

Second, the autocrat's fiscal honeymoon. Newly empowered autocrats often achieve
short-term fiscal improvements. Centralizing power reduces policy uncertainty.
Eliminating opposition reduces legislative gridlock. Capturing the central bank
suppresses interest rates. Credit models read these signals as "stability" — precisely
when they should be reading them as risk. Erdogan's Turkey ran fiscal surpluses in
several of the years during which it was dismantling judicial independence. Orban's
Hungary maintained debt-to-GDP ratios that looked perfectly respectable, even as it
captured the media, packed the courts, and rewrote the constitution. The GDP

numbers were fine. The institutions were burning.



Third, herding and benchmark effects. Institutional investors are benchmarked against
indices — J.P. Morgan's EMBI for emerging markets, Bloomberg Barclays for developed
markets. As long as a country remains in the index, there is institutional demand for
its bonds regardless of governance trends. Removal from indices happens only after
crises — never as a preventive measure. The index methodology is itself backward-
looking: it admits or excludes countries based on market size and liquidity, not
institutional quality. An autocratizing country that maintains market access stays in
the index, which guarantees continued demand, which keeps yields low, which

maintains market access. The circularity is self-reinforcing.

Fourth, the GDP fixation. Credit analysts are trained to treat economic growth as the
master variable. A country growing at 5 percent is, in the standard credit framework, a
better credit than a country growing at 2 percent, regardless of institutional quality.
This creates a systematic blind spot for governance risk, because institutional erosion
often coexists with strong short-term growth. China, with a Liberty score of 5, has been
one of the most enthusiastically financed sovereign borrowers of the past two decades,
largely on the strength of GDP growth that the market treats as a sufficient proxy for
creditworthiness.

The GDP fixation is particularly damaging because of the temporal relationship
between governance and growth. Research by Acemoglu, Naidu, Restrepo, and
Robinson (2019) demonstrates that democracy causes growth over 25-year horizons,
but the relationship over shorter periods is ambiguous. Autocrats who centralize
decision-making can sometimes generate faster short-term growth than democracies,
where legislative compromise and institutional deliberation slow economic policy.
Credit models, calibrated on quarterly and annual data, systematically favor the
autocrat's short-term growth over the democrat's long-term sustainability. Funke,
Schularick, and Trebesch (2023) quantified this bias: populist governments reduce
GDP by approximately 10 percent over 15 years, but the damage is backloaded — the
first five years often look fine. Credit markets, operating on a 1-3 year analytical

horizon, see the first five years. They are blind to the fifteen.

These four structural factors — backward-looking metrics, the fiscal honeymoon,
herding, and the GDP fixation — are not independent. They reinforce one another in a
system that is, by design, incapable of detecting the slow, deliberate erosion of
institutions that characterizes modern autocratization. The first-generation autocrats
of the twentieth century seized power through coups and revolutions — events that

were visible, sudden, and impossible for markets to miss. The second-generation



autocrats of the twenty-first century erode power through incremental capture of
institutions — a process that is invisible to quantitative credit models, rewarded by
short-term fiscal indicators, and masked by structural demand for sovereign bonds.
The bond market was designed to detect the first-generation threat. It has no

mechanism for detecting the second.

Case Study: Turkey — The Vigilante That Overslept

Turkey's institutional erosion began in 2013, when the Erdogan government
moved against judicial independence following the Gezi Park protests. The
Liberty Index declined from 68 to 18 over the next decade — a 50-point collapse
that ranks among the steepest in our dataset. Bond markets were asleep for six
years. From 2013 to 2018, Turkish yields were stable or declining, even as
Erdogan fired the central bank governor, packed the constitutional court,
imprisoned journalists, and converted the parliamentary system into an
executive presidency. The "waking" began in 2018, triggered not by the
democratic collapse per se but by Erdogan's public campaign against the central
bank's interest rate decisions — a signal the market could not ignore because it
directly threatened inflation expectations. The full repricing came in 2021, when
Erdogan forced rate cuts in the face of surging inflation, collapsing the lira and
sending yields above 20 percent. By then, democracy in Turkey was over. The
vigilante arrived eight years late, and it arrived not to save institutions but to

demand payment for their destruction.
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Case Study: Hungary — The EU Sedative

Hungary presents an even more troubling pattern. The Liberty Index has
declined from 89 to 52 since Viktor Orban's return to power in 2010 — a 37-point
drop that places it firmly in hybrid regime territory. Yet Hungarian government
bond yields remain suppressed, trading at levels consistent with EU core
economy governance rather than the institutional reality of a captured judiciary,
neutered media, and gerrymandered electoral system. The mechanism is EU
membership itself. European Central Bank monetary policy suppresses yields
across the bloc. EU structural funds and the implicit sovereign guarantee of bloc
membership create a convergence premium that masks governance
deterioration. The market treats Hungary as a "European" credit, not a "hybrid
regime" credit, because the institutional architecture of the EU provides a
backstop that domestic institutions no longer do. The result: Orban's Hungary
borrows as if it were still a democracy, and European taxpayers unknowingly

subsidize its autocratization.

The Perverse Signal Problem

The Wrong -category deserves particular attention because it is the most
counterintuitive finding in the dataset and the one with the most disturbing
implications. When we say that 62 percent of erosion episodes saw wrong-direction
yield movements, we are not describing noise. We are describing a systematic bias in
which the bond market's price signal actively encourages democratic backsliding by

making it cheaper.

The mechanism is straightforward once understood. When an autocratizing
government centralizes power, several things happen simultaneously that credit
models interpret as positive signals. Political uncertainty declines (because opposition
is suppressed, so policy outcomes become more predictable). Fiscal deficits may
narrow (because the government no longer needs to negotiate spending with a
legislature). The central bank may lower rates (either because the government
pressures it to, or because reduced political uncertainty genuinely lowers risk
perceptions). And GDP growth may accelerate (because executive decision-making is

faster than democratic deliberation, and because captured regulatory agencies remove
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"friction" from economic activity). Each of these signals, read through the lens of a

traditional credit model, suggests improving creditworthiness. And so yields fall.

The perverse signal matters because it creates a feedback loop. Lower yields mean
lower borrowing costs. Lower borrowing costs mean more fiscal space. More fiscal
space means more resources for the autocrat to consolidate power. And more
consolidated power produces more of the "stability" signals that the credit model
rewards with still-lower yields. The bond market is not merely failing to penalize
democratic backsliding — it is actively creating a financial incentive structure that

rewards it.

India between 2015 and 2020 provides a clean illustration. As the Modi government
progressively undermined judicial independence, restricted press freedom, and used
regulatory authority to target political opponents, the Liberty Index declined from 77
to 65. During this same period, Indian 10-year government bond yields fell from 7.8
percent to 5.9 percent. The decline reflected genuine macroeconomic improvements
(lower inflation, stronger growth) that were, in part, enabled by the very centralization
of power that degraded institutional quality. The bond market saw falling inflation and
rising GDP. It did not see the institutional erosion that made those numbers possible —

and that would, over a longer horizon, undermine their sustainability.

This is the deepest failure of the bond vigilante thesis. The vigilante is supposed to
detect governance deterioration and impose a cost. Instead, in the majority of cases, it
detects the short-term fiscal benefits of governance deterioration and provides a

reward. The signal is not merely absent. It is inverted.
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The Episode Record

Table 9.2: Governance Erosion Episodes and Market Response

Country Erosion Period Liberty Decline Yield Lag Direction Outcome

Turkey 2013-2025 68 — 18 6 years Wrong Yields spiked 2018+
Venezuela 2002-2017 55— 8 10 years Wrong Default (2017)
Greece 2004-2010 82 - 65 10 years Wrong Default (2012)
Hungary 2010-2025 89 — 52 Ongoing Wrong Still mispriced
Argentina 2011-2019 72 = 45 3 years Correct Default (2020)
United States 2017-2025 94 - 48 Ongoing  Wrong Largest current gap
India 2017-2025 77 = 62 Ongoing Wrong Still mispriced
South Africa 2009-2023 83 — 64 5 years Mixed Waking

Brazil 2014-2018 80 — 60 2 years Wrong Partial recovery
Philippines 2016-2022 60 — 42 4 years Wrong Partial recovery

Lag measured from first year of sustained Liberty decline (=2 points over 3 years) to first year of statistically significant yield widening
(=50bp above trend). "Direction” indicates whether yields moved correctly (rising with governance decline) or incorrectly (falling or flat)

during the lag period.

What Would an Awake Vigilante Look Like?

To understand the depth of the market's failure, it is worth imagining what an efficient
governance-yield market would look like. In such a market, yields would begin to rise
within 6 to 12 months of the onset of measurable institutional erosion — roughly
contemporaneous with the governance data that our Liberty Index captures. The rise
would be gradual, proportional to the magnitude of the erosion, and distributed along
the yield curve with the greatest impact at longer maturities, where the cumulative
governance risk is highest. A country experiencing a 10-point Liberty decline over
three years would see yields widen by approximately 350 basis points during those

same three years, rather than five years later in a sudden repricing event.

In this hypothetical efficient market, the vigilante's early response would serve as a
real-time warning system. Rising yields would increase the fiscal cost of
autocratization, making it more expensive for the government to borrow. Higher
borrowing costs would create a political constituency for institutional preservation —

the business community, the financial sector, homeowners with variable-rate
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mortgages — all of whom would bear the direct costs of the governance premium. The
market would, in effect, create a price signal that translated institutional erosion into

economic pain, which would translate into political pressure for reform.

But the 4.7-year lag means this transmission mechanism does not function. The
autocrat has nearly five years of cheap credit before the market even begins to
respond. By the time yields rise, the institutions that would have channeled the
economic pain into political reform — the free press, the independent judiciary, the
competitive electoral system — have already been captured. The pain arrives too late to
generate reform, and instead generates only the debt crisis that the market was

supposed to prevent.

The practical implication is uncomfortable for anyone who believes in market-
based governance. If bond markets cannot provide real-time price signals on
governance quality, then the case for relying on markets to discipline sovereign
behavior is empirically unsupported. Other mechanisms — constitutional protections,
international institutions, diplomatic pressure, civil society mobilization — are
necessary precisely because the market mechanism fails. Part V of this book will

examine what those alternative mechanisms might look like.

Bond markets are excellent at pricing yesterday's risks. They are terrible at pricing
tomorrow's. The median 4.7-year lag between institutional erosion and yield repricing
represents both the market's greatest failure and, as we shall see in Chapter 12, the
informed investor's greatest opportunity. But the deeper implication is political, not
financial. The lag means that democratic decay receives a multi-year subsidy from
global capital markets — a subsidy that makes autocratization cheaper, easier, and
more sustainable than it would otherwise be. The bond vigilante is not merely asleep.

It is, unwittingly, an accomplice.

That complicity becomes even clearer when we examine the three-player game that
determines how autocrats, central banks, and bond markets interact — and why the

system is rigged in the autocrat's favor.
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CHAPTER TEN

The Game of Three Players

Autocrats, central banks, and the bond market's structural blindness

“Give me control of a nation's money supply, and I care not who makes its laws.”

— Attributed to Mayer Amschel Rothschild (apocryphal)

E very autocratic economy has three players: the ruler, the central bank, and the
bond market. Each thinks they are in control. The ruler believes he controls the
money because he appoints the central bank governor. The central bank believes it
controls inflation because it sets interest rates. The bond market believes it controls
the government because it sets the price of debt. The reality is that none of them
controls anything — they are locked in a strategic game where the outcome depends on
information asymmetries, credibility stocks, and the willingness of each player to call
the others' bluff. And in this game, the autocrat has a systematic advantage that the

textbooks rarely acknowledge.

The framework that best illuminates this dynamic comes not from
macroeconomics but from the political economy of banking. Charles Calomiris and
Stephen Haber, in their landmark Fragile by Design (2014), demonstrated that banking
systems are not designed by economists — they are bargains struck between three

parties with competing interests: the government (which wants cheap credit and
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political control), the bankers (wWho want profits and regulatory protection), and the
public (which wants access to savings, credit, and financial stability). The nature of the
bargain determines the structure of the system. And when the bargain breaks, the

question is not whether someone pays — but who.

We adapt this framework to sovereign credit markets. The three players are the
autocrat (or autocratizing government), the central bank, and the bond market. Each
has a distinct strategy, a distinct information set, and a distinct set of constraints. The
interaction between them produces the systematic mispricing documented in Chapter
9.

Player One: The Autocrat

The autocrat's strategic challenge is deceptively simple: dismantle democratic
constraints while continuing to borrow on international markets at reasonable rates.
This requires a delicate balancing act — enough institutional capture to prevent
electoral displacement, but not so much that credit markets panic. The successful
autocrat moves slowly, maintains fiscal discipline in the early years, and, crucially,

captures the central bank before capturing the fiscal apparatus.

Why the central bank first? Because central bank credibility is the single most
effective sedative for bond markets. As long as the central bank is perceived as
independent, inflation expectations remain anchored, and yields stay low. A captured
central bank that maintains the appearance of independence can suppress yields for
years, even as governance deteriorates across every other institutional dimension. The
bond market watches the central bank the way a patient watches a heart monitor — as
long as the beep is steady, everything seems fine. The autocrat's first move, then, is to

capture the monitor.

The data supports this sequencing hypothesis. In 14 documented cases of central
bank capture across our dataset, the capture of the central bank preceded the capture
of the fiscal apparatus in 12 cases (86 percent). In the two exceptions (Venezuela under
Chavez and Russia under Putin), the government already controlled fiscal policy
through other mechanisms before turning to the central bank. The pattern suggests a
strategic logic that is well understood by autocrats even if poorly understood by the
markets that finance them: monetary credibility is the key that unlocks cheap

borrowing, and cheap borrowing is the fuel that powers democratic erosion.
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The historical playbook is well-documented and follows a remarkably consistent
sequence. We have identified six stages of central bank capture, each representing a

deepening level of institutional erosion:

Stage 1: Political pressure. Public criticism of central bank decisions, demands for
lower rates, social media campaigns against "unelected bureaucrats." This stage is
noisy but operationally harmless. The US under multiple administrations, including

the current one, has operated at this stage intermittently.

Stage 2: Appointment capture. Loyalists appointed to the central bank board,
replacing independent technocrats. Unusual nominations, shortened terms, packed
boards. Orban achieved this in Hungary by 2013.

Stage 3: Mandate expansion. The central bank is given additional objectives —
employment, equity, climate, national development — that dilute its independence and
provide political cover for deviating from price stability. This is the most insidious

stage because it redefines the central bank's mission rather than overriding it.

Stage 4: Reserve weaponization. Central bank reserves deployed for fiscal purposes,
foreign exchange intervention directed by political objectives, or balance sheet used to
finance government priorities. Argentina under the Kirchners deployed BCRA reserves

to service foreign debt, crossing this threshold by 2010.

Stage 5: Operational capture. The government directs interest rate decisions,
overrides central bank staff, and replaces governors who resist. Rate decisions run
counter to inflation data. Erdogan crossed this threshold when he fired Naci Agbal in

2021 for raising rates.

Stage 6: Institutional destruction. The central bank becomes an arm of the treasury.
Independence exists only on paper. Hyperinflation, capital controls, currency collapse,
and professional brain drain follow. Venezuela under Maduro and, increasingly,

Turkey under Erdogan operate at this stage.

The six-stage framework matters for bond market analysis because each stage
corresponds to a different signal environment. At Stages 1-2, the market can still treat
central bank independence as credible. At Stage 3, the signal becomes ambiguous. By
Stage 4, informed analysts recognize the capture, but the institutional machinery of
sovereign credit markets has not yet adjusted. And by Stages 5-6, the capture is

obvious — but by then it is too late to protect either the institutions or the bondholders.
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Erdogan in Turkey maintained the TCMB's formal independence while applying
increasingly overt pressure on interest rate decisions for six years before the full
monetary capture of 2021. Orban in Hungary restructured the Magyar Nemzeti Bank's
governance to ensure a compliant governor while preserving its formal mandate. Modi
in India has maintained the Reserve Bank's institutional architecture while shifting its
operational priorities through strategic appointments. Bukele in El Salvador bypassed
the central bank entirely by adopting Bitcoin as legal tender, a decision that effectively
subordinated monetary policy to executive whim. In each case, the market treated
formal independence as actual independence — because the market's models measure

institutional structures, not institutional capture.

The Autocrat's Fiscal Honeymoon

Newly empowered autocrats often achieve short-term fiscal improvements that credit
models interpret as ‘"stability." Centralizing power reduces policy uncertainty.
Eliminating opposition reduces legislative gridlock. Capturing the central bank
suppresses interest rates. Credit models reward these signals. But what looks like
stability is actually the consolidation phase of autocratic capture — the calm before the
institutions are fully captured and the fiscal looting begins. Of the 34 default episodes in
our dataset, 23 were preceded by periods of "improving" fiscal metrics during the early

phase of democratic erosion.

Player Two: The Central Bank

Central banks occupy a unique and tragically vulnerable position in the three-player
game. They are simultaneously a target of autocratic capture (because controlling
monetary policy is essential for the autocrat's fiscal strategy) and a shield that protects
bond market pricing from governance reality (because as long as the central bank
appears independent, the market's inflation expectations remain anchored and yields

stay low).

This dual role creates a perverse dynamic. The more credible the central bank, the
more valuable it is to capture — because a captured-but-credible central bank provides
the autocrat with a longer runway of cheap borrowing. And the more gradually the
capture proceeds, the longer the credibility persists, because bond markets are

calibrated to detect sudden breaks in independence (a governor fired, a rate decision
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reversed) but not gradual erosion (compliant appointments, expanded mandates,

informal pressure).

Central bank independence is, in this framework, the canary in the coal mine of
democratic collapse — but it is a canary that sings more softly as it dies. The loss of
independence is both a governance risk and an inflation risk, but bond markets
typically price it only as the latter, and only after the erosion is unmistakable. By the
time the market recognizes that the central bank has been captured, the capture is

complete and the governance damage extends far beyond monetary policy.

Case Study: Turkey — The Central Bank Graveyard

Turkey has fired or forced the resignation of three central bank governors in five
years (2019-2024). Naci Agbal, appointed in November 2020, raised rates
aggressively to combat inflation and was fired four months later when Erdogan
publicly criticized the tightening. His successor, Sahap Kavcioglu, cut rates by
500 basis points as inflation rose above 20 percent, following explicit presidential
guidance. The TCMB's policy rate fell to 14 percent while inflation exceeded 80
percent — a negative real rate of more than 60 percentage points. The bond
market, which had tolerated six years of incremental pressure on the TCMB,
finally repriced Turkish governance risk — not because of the democratic
backsliding per se, but because the central bank capture became impossible to
reconcile with any inflation model. The lira lost 80 percent of its value against the
dollar between 2018 and 2023. The lesson: bond markets can ignore democratic
erosion for years, but they cannot ignore inflation. The central bank's capture is
the mechanism that converts governance risk into the one signal the bond

market cannot dismiss.
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Case Study: Hungary — The Captured Central Bank

Orban's approach to the Magyar Nemzeti Bank was subtler than Erdogan's but no
less effective. Rather than firing governors, Orban restructured the MNB's
governance, expanded its mandate, and appointed Gyorgy Matolcsy — a political
loyalist — as governor in 2013. Matolcsy implemented an "unconventional"
monetary policy toolkit that included a subsidized lending program channeled
through government-favored banks, large-scale asset purchases that suppressed
yields on government bonds, and a foundation structure that transferred central
bank assets to entities outside normal institutional oversight. The MNB
maintained the formal architecture of independence while operating as an
extension of fiscal policy. Hungarian yields remained suppressed, reflecting EU
membership and the appearance of institutional normality. The bond market's
models could not distinguish between genuine and captured independence —
and so Hungary continued to borrow at rates appropriate for a democracy, not a

hybrid regime.

Player Three: The Bond Market

Bond market participants are not unintelligent. They are structurally constrained. The
sovereign credit market's inability to price governance risk is not a failure of individual
analysts but a failure of institutional architecture. Four constraints combine to

produce systematic blindness.

Portfolio managers are evaluated on short-term performance against benchmarks.
A fund manager who underweights Turkish bonds in 2014 because of governance
concerns will underperform for years while the "wrong" signal persists, generating
career risk long before the thesis is validated. The market's time horizon is measured

in quarters; governance risk operates on a timescale of years and decades.

Credit analysts use quantitative models that privilege observable macroeconomic
data over institutional quality assessments. GDP growth, debt-to-GDP, fiscal balances,
current account positions, inflation — all of these enter the standard sovereign credit
model. Institutional quality enters, if at all, through credit rating agency assessments
that themselves are backward-looking and conservative. The models are calibrated on

data that reflects the world where the vigilante was already asleep.



The sell-side apparatus incentivizes positive views on sovereign issuers.
Investment banks that underwrite sovereign bond offerings have an institutional
interest in maintaining constructive research coverage. A "sell" recommendation on
Turkish sovereign bonds would jeopardize the bank's relationship with the Turkish
Treasury — and sovereign mandates are among the most lucrative in emerging market
fixed income. The conflicts of interest are structural and pervasive: the same
institutions that advise investors on sovereign credit risk are the institutions that
profit from sovereign bond issuance. The analogy to pre-2008 structured credit —
where rating agencies were paid by the issuers whose securities they rated — is

uncomfortably close.

Finally, the regulatory framework reinforces the status quo. Bank capital
regulations, insurance company solvency rules, and pension fund investment
guidelines all use sovereign credit ratings as inputs. A country rated BBB is treated
differently from a country rated BB, regardless of governance trajectory. These
regulatory thresholds create cliff effects — when a downgrade crosses the investment-
grade boundary, forced selling amplifies the repricing — but they also create long
periods of artificial stability, because rating agencies are reluctant to downgrade
unless absolutely necessary, and the regulatory consequences of downgrade make
them even more reluctant. The regulatory architecture, designed to promote stability,

instead promotes the accumulation of mispricing.

And the entire system operates under a collective action problem. Individual
analysts may recognize governance risk, but acting on it requires deviating from the
benchmark, accepting short-term underperformance, and explaining to clients why
the portfolio is positioned for an event that may not materialize for five years. The
easiest path is to wait for the consensus to shift, which means waiting for the event —

and arriving, like the vigilante, only after the damage is done.

The bond market's governance risk premium is roughly two to three times too
low relative to what the historical evidence would justify. Individual analysts
know this. Collectively, the market cannot act on it.

181



The Bond Market's Dilemma

The bond market faces a structural dilemma in autocratizing economies that goes
beyond analytical failures. Even when individual market participants correctly identify
governance risk, they often cannot act on it. The reason is that autocrats who have
captured sufficient institutional machinery can impose capital controls, restrict short-
selling, manipulate settlement systems, and use regulatory authority to punish market
participants who bet against the sovereign. You cannot short a country with capital

controls.

Turkey's experience is instructive. As Erdogan's capture of institutions progressed,
the government systematically restricted the ability of foreign investors to short the
lira and Turkish government bonds. Regulations on overnight lending in foreign
exchange markets, requirements for domestic settlement of government bond
transactions, and informal pressure on domestic banks to maintain government bond
holdings all combined to create a market in which the "price" of Turkish sovereign
debt reflected not the market's assessment of governance risk but the government's
ability to prevent that assessment from being expressed in prices. The bond vigilante

was not merely asleep. It was locked in a room.

This creates a reflexive dynamic that worsens the mispricing. Capital controls, by
preventing the expression of governance risk in bond prices, maintain the appearance
of market confidence, which reinforces the narrative that governance deterioration is
not a credit issue, which delays the repricing further. The autocrat's toolkit is not
limited to capturing institutions — it extends to capturing the price signal that should
reveal the institutional capture. In game theory terms, the autocrat is not merely

playing the game. He is rewriting the scoreboard.

The Information Asymmetry

There is a deeper asymmetry at the heart of the three-player game that deserves
attention. The autocrat knows his own stability better than the market does. He knows
which institutions he controls, which opposition figures he has neutralized, which
media outlets he has captured, and how secure his grip on power truly is. The bond
market, by contrast, relies on publicly available information that is curated, delayed,

and often deliberately misleading.

This creates an information advantage that the autocrat can exploit. A ruler who

knows he has captured the judiciary and can therefore prevent any legal challenge to
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his fiscal policies has material non-public information about the sovereign's credit
quality. He can borrow aggressively in the knowledge that the institutional safeguards
the market assumes are in place have already been neutralized. In the language of

finance, the autocrat is an insider trading on his own governance collapse.

The information asymmetry is exacerbated by the modern autocrat's sophisticated
approach to information management. Guriev and Treisman (2022) documented the
rise of "informational autocrats" — leaders who maintain power through media
manipulation and narrative control rather than outright repression. These rulers
invest heavily in managing international perceptions, hiring Western public relations
firms, -cultivating relationships with international financial institutions, and
presenting economic data in ways that foreground growth and stability while
obscuring institutional decay. The bond market, consuming this curated information
stream, cannot distinguish between genuine stability and manufactured appearances.
The informational autocrat's comparative advantage is precisely that he understands
the credit market's analytical framework better than the credit market understands

his regime.

The Endgame

The three-player game has a characteristic endgame, and it follows the same pattern
everywhere. The autocrat captures the central bank. The captured central bank
maintains the appearance of policy credibility. The bond market, reassured by central
bank "independence,” continues to lend at low rates. The autocrat uses cheap credit to
consolidate power. The cycle breaks only when inflation becomes unmistakable or
when the central bank's capture is so complete that even the most backward-looking

credit model cannot ignore it. By that point, the democratic damage is irreversible.

The endgame reveals the most disturbing feature of the three-player game: it is
asymmetric in its consequences. When the game ends well — when democratic
institutions hold, the central bank maintains independence, and the bond market
correctly prices risk — the outcome is boring. Yields reflect fundamentals, governance
is maintained, and the system hums along unremarkably. But when the game ends
badly, the costs are catastrophic and distributed in the worst possible way. The
autocrat retains power (the political damage is irreversible). The central bank's
credibility is destroyed (the monetary damage takes a generation to repair). And the
bond market's losses are socialized through default, restructuring, or inflation —

mechanisms that impose the heaviest costs on the most vulnerable: pensioners, small



savers, and citizens of countries whose governments did the borrowing and whose

children will do the repaying.

This asymmetry is the moral dimension of the three-player game. It is not merely a
financial market failure. It is a mechanism through which global capital flows
systematically subsidize the destruction of democratic institutions and distribute the
costs of that destruction to those least able to bear them. When we say the bond
vigilante is asleep, we are not making an abstract point about market efficiency. We are

describing a system that finances autocracy with the savings of democratic citizens.

Case Study: Argentina — The Serial Game

Argentina has played this game more times than any country in the dataset —
nine sovereign defaults since 1827, each following a recognizable version of the
three-player dynamic. The Kirchner era (2003-2015) provides a textbook case.
Nestor Kirchner appointed a compliant central bank president (Martin Redrado),
used BCRA reserves to service foreign debt, falsified official inflation statistics to
suppress bond yields, and borrowed aggressively while maintaining GDP growth
through commodity-fueled fiscal expansion. When the facade cracked under
Cristina Fernandez de Kirchner's second term, the repricing was savage:
Argentina's risk premium rose from 300bp to over 1,000bp in eighteen months,
and the country was locked out of international capital markets until a
restructuring was completed under Macri in 2016. The market's lag in Argentina
is shorter than average (3 years) — not because Argentine credit analysts are
better at detecting governance risk, but because the country has defaulted so
many times that "Argentina risk" is a permanent category in sovereign credit
analysis. Institutional memory, it turns out, is the bond market's only reliable

governance indicator.
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Case Study: Russia — The Sanctions-Insulated Market

Russia presents a unique variant of the three-player game in which the bond
market was physically excluded from playing. Following the 2022 invasion of
Ukraine, Western sanctions severed Russia's access to international capital
markets, froze central bank reserves, and cut the country off from the SWIFT
payment system. The CBR, under Elvira Nabiullina, responded with
extraordinary rate hikes (to 20 percent) and capital controls that stabilized the
ruble — but at the cost of converting the central bank into an instrument of
wartime economic management. Russian sovereign yields in the domestic
market fell to single digits, but this price tells us nothing about governance risk —
it reflects a closed system where the government is both the issuer and, through
institutional captivity of domestic savers, the primary buyer. Russia's case
demonstrates the ultimate failure mode of the three-player game: when
governance erosion is sufficiently severe, the bond market is not merely asleep —
it is expelled from the game entirely, and the autocrat finances himself through

financial repression.

The Calomiris-Haber Deals and Sovereign Credit Outcomes

The three-player framework maps onto the four "deal types" that Calomiris and Haber
identified in their analysis of banking systems. Each deal type produces a
characteristic pattern of sovereign credit behavior, and the transition between deal

types is the moment of maximum mispricing risk.

In a democratic deal, power is genuinely shared. The government borrows with
legislative oversight, the central bank operates independently, and the bond market
prices risk accurately because information flows freely through a free press and
independent institutions. Default is rare (our data shows a 3.1 percent default rate for
democratic deals over 225 years) and, when it occurs, is typically the result of an
exogenous shock rather than institutional failure.

In a populist deal, the government promises benefits to the public that exceed fiscal
capacity, borrowing to finance the gap. The central bank is pressured to accommodate,
and the bond market is initially complicit (because the borrowing generates growth
that the market rewards). Default risk is 3.2 times higher than under democratic deals,

and the timeline is typically 5 to 15 years from deal formation to crisis.



In an oligarchic deal, the government and bankers collude to extract rents, with the
public bearing the costs through financial repression, regulatory capture, and limited
access to credit. The bond market prices the sovereign based on the interests of the
oligarchy, which often aligns with short-term fiscal discipline (oligarchs want their
bonds repaid). But the underlying institutional weakness creates fragility that

eventually surfaces.

In an autocratic deal, the ruler controls both the government and the financial
system. The central bank is a tool of state policy, the bond market is either captured or
excluded, and sovereign credit risk is determined entirely by the ruler's choices.
Default risk is highest in this category, and the signal lag is longest because the ruler

controls the information environment.

The transitions between these deal types are where the three-player game
produces its most dangerous dynamics. When a country moves from a democratic deal
to a populist or oligarchic deal — as the United States may currently be doing — the
bond market continues to price the sovereign based on the prior deal type. The
market's institutional memory is of American democracy, not American populism.
The lag between the deal transition and the yield repricing is the same 4.7-year
median documented in Chapter 9 — and during this lag, the new deal type establishes

itself with the financing subsidy that the market's complacency provides.

Our dataset shows that 41 countries have changed deal types since 2000. Of these,
14 moved from democratic deals toward populist or oligarchic deals — and in 11 of
those 14 cases, sovereign yields failed to respond for at least three years. The deal
migration map is, in this sense, a leading indicator that the bond market systematically
ignores. As we noted in Chapter 9, the US now has the highest conflict index of any
major sovereign — a composite measure of trilateral tension that signals instability in
the current deal structure. The bond market has not priced this signal. The three-

player game suggests it will not price it until a crisis forces the repricing.

The three-player framework explains why bond markets systematically misprice
governance risk. But it does not explain what happens when the mispricing finally
corrects — when the music stops and all three players realize simultaneously that the
game is over. For that, we need to examine the pathways from institutional erosion to
sovereign default — and the uncomfortable reality that those pathways are fewer, and

more predictable, than most market participants believe.



CHAPTER ELEVEN

The Four Roads to Default

Every sovereign crisis follows one of four paths — and institutions determine which

one

“How did you go bankrupt?” “Two ways. Gradually, then suddenly.”

— Ernest Hemingway, The Sun Also Rises

C ountries don't default the same way. But the paths are fewer than you'd think.
Analysis of 203 sovereign default events in our dataset — spanning 49 countries
from 1800 to 2025 — reveals four distinct roads from governance erosion to credit
collapse. Each road has a different mechanism, a different timeline, a different winner,
and a different cost horizon. But all four roads share a common origin: institutional

failure. Every default is a failure of institutions before it is a failure of arithmetic.

This is the finding that traditional sovereign credit analysis misses most
consistently. The standard framework treats default as a fiscal event — a country
borrows too much, revenues fall short, and the arithmetic of debt sustainability
breaks. But in 203 episodes, the fiscal collapse was invariably preceded by institutional

collapse. The numbers went bad because the institutions that were supposed to
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prevent the numbers from going bad had already been captured, weakened, or

destroyed. The debt was merely the last symptom of a much deeper disease.

The four roads differ in mechanism, but they converge on the same truth:
institutional quality determines which shock triggers default, how severe the default
will be, and whether recovery is possible. A country with strong institutions can absorb
enormous fiscal shocks without defaulting (Japan, at 260 percent debt-to-GDP, has
never defaulted). A country with weak institutions can default at debt levels that would
be easily manageable for a well-governed state (Ecuador defaulted in 2008 at 22

percent debt-to-GDP). The difference is institutions. It is always institutions.

The pattern is visible in the data with striking clarity. Of the 203 default events in
our dataset, 73 percent occurred under oligarchic or autocratic deal types (as
classified by the Calomiris-Haber framework adapted in Chapter 10). Countries
operating under democratic deals — where power is genuinely shared between
government, bankers, and the public — almost never default. The default rate under
democratic governance is 3.2 times lower than under populist governance and more
than 5 times lower than under autocratic governance. The deal type at the time of
default is a better predictor of the outcome than the debt-to-GDP ratio, the current

account balance, or the fiscal deficit.

This statistical reality maps onto a simple institutional logic. Democratic
governance provides multiple redundant safeguards against the fiscal excess that
leads to default: independent parliaments that must approve borrowing, audit
institutions that monitor spending, free media that expose corruption, and electoral
accountability that punishes politicians who mortgage the future for short-term gain.
Each safeguard can fail individually. It is vanishingly rare for all of them to fail
simultaneously. Autocratization, by contrast, systematically disables these safeguards
— concentrating fiscal authority in a single executive who faces no institutional check
on borrowing. The path from institutional capture to fiscal excess to default is not

inevitable, but it is the most common path in the historical record by a wide margin.



203 73% 4

Default Events Under Weak Governance Roads to Default

3.2x%

Risk: Populist vs. Democratic

Road One: The Institutional Collapse

The most violent road, and the one that most clearly demonstrates the primacy of
governance over fiscal metrics. In an institutional collapse, a government
systematically dismantles democratic institutions — judiciary, media, opposition, civil
society — creating a governance vacuum that drives capital flight, depletes reserves,
and collapses the investment climate. The fiscal position may appear adequate on
paper (Venezuela ran primary surpluses in several years before default), but the
governance deterioration destroys the private economy, drives out domestic and
foreign capital, and ultimately erodes the tax base below the level needed to service
debt.

Road One is distinguished from the other roads by its cause. In the debt spiral (Road
Two), the proximate cause is fiscal. In the resource curse (Road Three), the proximate
cause is a commodity price shock. In the sanctions shock (Road Four), the proximate
cause is an external event. But in Road One, the cause is purely institutional. There is
no external shock, no fiscal trigger, no commodity crash. The government simply
destroys its own institutional infrastructure until the economy collapses under the
weight of governance failure. This is the purest expression of the governance-yield

thesis: institutions alone, without any macro shock, can drive a sovereign to default.

Road One defaults are also the most severe. The median GDP contraction in Road
One episodes is 32 percent, compared to 8 percent for Road Two, 12 percent for Road
Three, and 15 percent for Road Four. The recovery time is longest: a median of 14
years before GDP returns to pre-crisis levels, compared to 5 years for Road Two. The
reason is that Road One destroys the institutional infrastructure required for recovery.
The other roads damage the economy but leave institutions (partially) intact. Road One

damages the institutions themselves, which means that the recovery requires not just



economic adjustment but institutional reconstruction — a process that is measured in

generations, not years.

Road One: Venezuela — Governance Falls, Economy Follows

Venezuela's default in 2017 was the culmination of fifteen years of institutional
destruction. Hugo Chavez began dismantling judicial independence in 2003,
captured the electoral commission by 2005, and nationalized key industries
between 2007 and 2010. Maduro accelerated the process after 2013, packing the
Supreme Court, dissolving the elected National Assembly, and creating a parallel
constituent assembly loyal to the regime. Throughout this period, oil revenues
masked the governance deterioration — Venezuelan bonds traded at investment-
grade-adjacent levels until 2013 despite a decade of institutional destruction.
When oil prices collapsed in 2014-2016, there was no institutional infrastructure
to manage the fiscal adjustment. The result was not merely default but state
collapse: hyperinflation exceeding 1,000,000 percent, GDP contraction of 75

percent, and the displacement of seven million people.

Signal lag: 8-12 years. The longest of any road. Fiscal metrics mask the rot
because commodity revenues substitute for institutional quality — until they
don't.

Default probability: 26% of the 203 episodes (9 of 34 in our core sample)
followed this path.

Venezuela's bonds traded at investment-grade-adjacent levels until 2013 — a
decade after the institutional destruction began. The bond vigilante was not
just asleep. It had left the building.

Road Two: The Debt Spiral

The most common road — and the one that most directly contradicts conventional
sovereign credit analysis. A government — often populist, sometimes autocratic,
occasionally democratic but fiscally undisciplined — borrows beyond its institutional

capacity to manage. The key distinction from standard fiscal analysis is crucial and



bears emphasis: it is not the amount of debt that triggers default but the ratio of debt to

institutional quality.

This distinction transforms how we should think about sovereign debt
sustainability. The conventional approach defines a "debt ceiling" as some threshold of
debt-to-GDP above which default becomes likely — 90 percent is the commonly cited
figure, based on Reinhart and Rogoff's influential (and contested) empirical work. But
our data shows that this ceiling is not fixed. It moves with institutional quality. Japan at
260 percent debt-to-GDP with a Liberty score of 96 is a fundamentally different credit
proposition than Greece at 180 percent debt-to-GDP with a Liberty score of 65. The
debt is the same order of magnitude. The institutional capacity to manage it is not.
Well-governed countries can sustain debt levels that would destroy poorly-governed
ones, because the institutions required to manage high debt — efficient tax collection,
credible fiscal rules, independent audit, transparent budgeting — are precisely the

institutions that high governance quality provides.
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Road Two: Greece — Borrowed Against Declining Institutions

Greece's sovereign debt crisis (2010-2018) is conventionally narrated as a story
of fiscal profligacy enabled by eurozone membership. This narrative is
incomplete. Greece's institutional quality had been declining since EU accession
in 1981, with governance scores reflecting chronic weaknesses in tax
administration, regulatory quality, and judicial efficiency. Eurozone membership
in 2001 compressed spreads to near-German levels, creating an artificial
convergence premium that masked the governance discount Greece should have
been paying. The country borrowed at rates appropriate for German institutions
while operating with Greek institutions — and the gap between the two
accumulated as unrecoverable debt. When the global financial crisis exposed the
fiscal reality in 2009, the repricing was catastrophic precisely because it
represented not one year of reassessment but two decades of accumulated

governance mispricing.

Signal lag: 10 years (measured from eurozone accession to crisis). Eurozone
membership was the most powerful sedative in the European sovereign credit

market.

Default probability: 44% of the 203 episodes (15 of 34 in our core sample)

followed this path — making it the most common road to default.

Road Three: The Resource Curse Default

A commodity-dependent economy uses resource revenues as a substitute for
institutional development. When commodity prices are high, the economy appears
stable and creditworthy. When prices collapse, the governance gaps that commodity
revenues were masking are suddenly exposed — and there is no institutional
infrastructure to manage the adjustment. The resource curse default is particularly
insidious because it creates a false feedback loop: high commodity prices produce
fiscal surpluses, which produce low yields, which produce high credit ratings, which
produce more borrowing — all without any underlying improvement in governance

quality.
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Road Three: Angola and Ecuador — Commodity Crash Exposes Governance Gaps

Angola defaulted effectively in 2020 (restructured $10 billion in bilateral debt
with China) after the oil price collapse exposed a governance structure entirely
dependent on petroleum revenues. At peak oil prices, Angola's credit metrics
looked respectable — moderate debt-to-GDP, strong current account, growing
reserves. But the Liberty score of 22 told a different story: a captured judiciary,
no free press, no independent audit function, and an economy in which the
ruling party's interests were indistinguishable from the state's. When oil fell from

$115 to $30, the institutional void became fiscal reality.

Ecuador's serial defaults (1999, 2008, 2017, 2020) follow the same pattern. The
2008 default is particularly instructive: Ecuador defaulted at just 22 percent
debt-to-GDP — a level that would be comfortably manageable for a well-governed
state. President Rafael Correa declared the debt "illegitimate" and refused to pay,
not because the country lacked fiscal capacity but because the institutions that
would have constrained such a decision had been captured. Institutional quality,

not fiscal capacity, determined the default decision.
Signal lag: 5-8 years. Commodity revenues provide a false signal of fiscal health.

Default probability: 21% of the 203 episodes followed this path.

Road Four: The Sanctions Shock

External pressure — sanctions, trade embargoes, financial system exclusion — exposes
governance fragilities that were previously masked by access to international markets.
This is the newest and rarest road, but it is becoming more relevant as the
weaponization of the financial system accelerates. The use of financial sanctions as a
tool of geopolitical power has expanded dramatically since 2014, with the number of
sanctioned entities growing from approximately 6,000 to over 13,000. Each sanction
regime is, in effect, an exogenous governance test: it removes the external support
structures (market access, dollar clearing, trade networks) that may have been
substituting for domestic institutional capacity, revealing the true governance reality

underneath.

Sanctions do not cause institutional weakness; they reveal it. A well-governed

country can survive sanctions (South Korea survived the 1997 Asian crisis, which



functioned as an external liquidity shock, precisely because its institutions were
strong enough to implement rapid adjustment). A poorly-governed country under
sanctions spirals into crisis because the institutional capacity to adapt does not exist.
The distinction is crucial for understanding which sanctioned countries will muddle
through and which will collapse — and the Liberty Index, more than any

macroeconomic indicator, predicts the answer.

Road Four: Russia and Iran — External Pressure on Fragile Institutions

Russia's response to Western sanctions after 2022 demonstrates both the power
and the limits of this road. Russia avoided formal default on international bonds
(through technical channels, before being definitively cut off) but at enormous
cost: the economy was redirected toward autarky, the central bank's reserves
were partially frozen, and the financial system was severed from global markets.
Russia's Liberty score of 13 meant that the institutional capacity to manage this
shock was entirely concentrated in executive authority — specifically, in the
decision-making of Putin and a small circle of advisors. The economy survived in
the short term through state control and commodity revenues, but the long-term
institutional damage — brain drain, capital destruction, isolation from global

technology — will compound for decades.

Iran provides the longer-term example. Under sanctions since 1979 (with varying
intensity), Iran's economy has experienced chronic institutional degradation.
GDP per capita has stagnated relative to peers, the banking system operates in
isolation from global standards, and the central bank has been fully subordinated
to regime objectives. Iran has not formally defaulted because it cannot borrow on
international markets — the sanctions road, taken to its extreme, removes the
possibility of default by removing access to credit. The cost is borne not by
bondholders but by citizens, through inflation, currency depreciation, and the

slow erosion of living standards.

Signal lag: Immediate for the sanctions event itself, but the governance weakness

that sanctions expose typically has a lag of 5-15 years.

Default probability: 9% of the 203 episodes followed this path — the rarest road,

but with the most severe consequences for institutional development.
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The Common Thread

The four roads differ in mechanism, but they share a common architecture. In every
case, institutional quality determines which shock triggers default, how severe the
fallout will be, and whether recovery is possible. The shock itself — a commodity crash,
a banking crisis, a sanctions regime, a fiscal overshoot — is the proximate cause. But
the distal cause, the root cause, is always institutional. Countries with strong
institutions absorb shocks that would destroy weaker states. Countries with weak

institutions default on debts that stronger states would service without difficulty.

The common thread can be stated as a general principle: the probability of default
is a function of institutional quality multiplied by shock exposure, not either factor
alone. A country with perfect institutions faces zero default risk regardless of shock
magnitude (because institutions provide the adaptive capacity to manage any shock).
A country with zero institutional quality faces near-certain default regardless of shock
magnitude (because there is no mechanism to organize a response). Between these
extremes, the relationship is non-linear — institutional quality provides increasing
protection against shocks up to a threshold, beyond which the shock overwhelms even

reasonable governance.

This principle has profound implications for sovereign credit analysis. Traditional
models decompose credit risk into independent factors (debt, growth, inflation,
external balances) and sum them. The governance framework says these factors are
not independent — they are all downstream of institutional quality. A country with
weak institutions will eventually produce bad fiscal numbers, slow growth, high
inflation, and external imbalances, not because these are independent risks but
because they are symptoms of the same underlying disease. Pricing each symptom
separately, as traditional models do, double-counts the risk for countries with good
governance (where the symptoms are unlikely to co-occur) and underweights the risk
for countries with bad governance (where the symptoms are correlated because they

share a common institutional cause).

The four roads framework also reveals a pattern in crisis resolution that is rarely
discussed. The road a country takes determines not just who defaults but who pays.
Road One (institutional collapse) imposes costs primarily on citizens, through
hyperinflation and economic destruction. Road Two (debt spiral) imposes costs on
bondholders, through restructuring and haircuts. Road Three (resource curse)

imposes costs on future generations, who inherit depleted resources and



underdeveloped institutions. Road Four (sanctions shock) imposes costs on everyone,
but particularly on the civilian population, who bear the economic consequences of

their government's geopolitical choices.

In the Calomiris-Haber framework adapted in Chapter 10, the deal type determines
the crisis resolution pathway, and the pathway determines the distribution of losses.
When a democratic deal breaks (rare), costs tend to be shared through transparent
negotiation: bondholders take haircuts, fiscal adjustments are legislated, and the
political process distributes the burden through democratic deliberation. When an
autocratic deal breaks, the distribution is determined by the ruler: bondholders may
be repudiated entirely (Ecuador 2008), or the public may bear the full cost through
inflation and financial repression (Venezuela), or external creditors may be prioritized
at the expense of domestic citizens (many African restructurings). When a populist
deal breaks, the typical resolution is "extend and pretend" — postponing the crisis
through debt monetization, financial repression, and hope for a growth recovery that

rarely materializes.

The extend-and-pretend resolution deserves particular attention because it is the
most common response when a country cannot bring itself to accept the immediate
costs of restructuring. Japan has been on the extend-and-pretend path since the early
1990s — but Japan's institutional quality is high enough (Liberty = 96) to sustain the
strategy indefinitely, or at least for much longer than most analysts expected. The
question for countries with declining institutional quality is whether they can sustain
extend-and-pretend long enough for growth to resolve the debt arithmetic. The
historical evidence suggests not: of the 203 default episodes, approximately 37 percent
involved a period of extend-and-pretend before the ultimate default, and the final
resolution was typically more severe than it would have been if the restructuring had

occurred earlier.

Understanding which road a country is on is therefore not merely an analytical

exercise — it is a distributional question with moral and political dimensions.



Table 11.1: The Four Roads to Default

Mechanism Archetype Frequency Recovery Prospects

L. Governance falls, Worst —

1. Institutional ] 8-12 o
capital flees, economy  Venezuela 26% institutional

Collapse years . .
collapses rebuild required

. Borrowed against 3-5 Moderate — if

2. Debt Spiral ST Greece 44% o )

declining institutions years institutions survive

Commodity crash

3. Resource Angola, 5-8 Depends on
exposes governance 21% )
Curse Ecuador years commodity cycle
gaps
4. Sanctions External pressure on ) 5-15 Worst — isolation
. Russia, Iran 9%
Shock fragile institutions years compounds decay

The Governance Discount

If institutions determine default risk, then institutional quality should determine
borrowing costs. And it does — but with the lag and the systematic mispricing
documented in Chapter 9. The "governance discount" is the difference between what a
country actually pays to borrow and what it would pay if its institutional quality were
fully priced. For well-governed countries, this discount is negligible — the market
approximately prices their governance. For poorly-governed countries, the discount

can be enormous.

Consider two countries at 80 percent debt-to-GDP. Country A has a Liberty score of
85 (strong institutions) and borrows at 3.5 percent. Country B has a Liberty score of 40
(weak institutions) and borrows at 8 percent. The governance-yield regression says
Country B should be paying roughly 15 percent. The 700-basis-point gap between
what Country B pays and what governance fundamentals imply is the governance

discount — a subsidy from global capital markets to institutional mediocrity.

This discount is not free. It is financed by future default losses that bondholders will
absorb when the mispricing corrects. In this sense, every basis point of governance
discount is a transfer from bondholders to autocrats — a transfer that the bond market

makes unknowingly, year after year, until the music stops and the losses materialize.

The governance discount can be quantified across our full dataset. Countries in the

"Asleep" vigilante state — where liberty is falling but yields are flat or declining — carry
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an average governance discount of 420 basis points. This means the typical Asleep
country borrows at rates approximately 4.2 percentage points below what its
governance fundamentals would imply. For the median Asleep country with debt at 75
percent of GDP, this represents an annual interest cost saving of roughly 3.2 percent of
GDP — a subsidy that, compounded over the 4.7-year median lag, transfers wealth
equivalent to 15 percent of GDP from future bondholders to the current government.

The transfer is real, measurable, and systematic.

The governance discount also has a second-order effect that is rarely discussed.
Because the discount makes borrowing cheaper, it increases the total amount of debt
that the country accumulates during the lag period. A government that should be
paying 15 percent but actually pays 8 percent can afford to borrow roughly twice as
much — and frequently does. When the repricing finally arrives, the country has both
higher yields and more debt than it would have accumulated if the market had priced
governance correctly from the start. The discount thus amplifies the eventual crisis,
making the default or restructuring more severe than it needed to be. The governance
discount is not merely a transfer of wealth. It is an amplification mechanism for

sovereign crisis.

Every default is a failure of institutions before it is a failure of arithmetic. The
debt is merely the last symptom of a much deeper disease.

Serial Default: The Countries That Never Learn

One of the most striking patterns in the 203-episode dataset is serial default. Some
countries default once and learn — implementing institutional reforms that prevent
recurrence. Others are trapped in a cycle, repeating the same road, the same crash,
decade after decade. Venezuela has defaulted 12 times since 1826. Argentina has
defaulted 9 times. Ecuador 10 times. The question is whether default is a corrective
event — a painful lesson that prompts institutional improvement — or a chronic

condition that reinforces institutional weakness.

The data suggests the latter. Countries that have defaulted once are 4.6 times more
likely to default again than countries that have never defaulted. This is not simply a
selection effect (countries with weak institutions default more often). It is a

compounding effect: each default further degrades institutions. Default typically leads



to austerity, which leads to social unrest, which leads to political instability, which
leads to further institutional erosion, which increases the probability of the next
default. The road is circular, not linear. Countries do not travel down one of the four
roads and arrive at a destination. They travel the road, arrive at default, and then the

road circles back to the beginning.

The serial default pattern has implications for recovery time. Among the 203
episodes, the median time from default to the restoration of pre-crisis yield levels is
7.4 years for first-time defaulters but 12.8 years for serial defaulters. The market
demands a higher risk premium from countries with a history of default — the "scar"
persists in yield spreads for a decade or more after restructuring. This is one area
where the bond market's memory functions correctly: once a country has
demonstrated its institutional incapacity to manage sovereign debt, the market
charges a premium for the uncertainty. The problem is that this memory is

asymmetric — the market remembers defaults but does not anticipate them.

The serial default phenomenon also connects to the political topology framework.
In the language of Part I, serial defaulters are countries trapped in the hybrid trap zone
or oscillating between basins of attraction without ever settling into the democratic
equilibrium. Argentina is the canonical example: its Liberty score has oscillated
between 40 and 75 for decades, never stabilizing in the democratic zone long enough
to build the institutional infrastructure that would prevent the next default. Each
oscillation brings a new political economy — Peronist populism, military dictatorship,
market liberalism, populist resurgence — but none builds the cumulative institutional
depth required for sovereign debt sustainability. The country's position in political
topology space is inherently unstable, and the serial defaults are the financial
expression of that topological instability. The market can see the instability in the
default history. What it cannot see — or will not price — is the institutional dynamic

that produces it.

The Liberty-Default Relationship

The relationship between Liberty Index scores and default probability is not linear. It is
trimodal, with three distinct regimes that correspond to the topology of political space

mapped in Part L.

In the democratic regime (Liberty above 65), defaults are extremely rare. Of the 203

episodes, only 14 (7 percent) occurred at Liberty scores above 65 — and of those, 10



were banking crisis-related (Road Three) rather than governance-driven.
Democracies, when they encounter fiscal stress, have institutional mechanisms to
manage the adjustment: legislative compromise, transparent budget processes, and

electoral accountability that constrains the most extreme policy choices.

In the hybrid trap regime (Liberty 20 to 55), defaults are chronic. This zone accounts
for 47 percent of all default episodes despite containing only 28 percent of country-
years in the dataset. The hybrid trap is the governance equivalent of a debt trap:
institutions are too weak to prevent fiscal excess but too functional to trigger the kind
of state collapse that cuts off market access entirely. Countries in this zone can still

borrow, which means they can still default. And they do, repeatedly.

In the autocratic regime (Liberty below 20), defaults take a different form. Full
autocracies either default strategically (when the ruler calculates that the political cost
of repayment exceeds the political cost of default) or are excluded from international
markets entirely. The default rate in this zone is high (38 percent of episodes) but the
mechanism is different — it is not the slow erosion of fiscal discipline but the

deliberate calculation of a ruler who controls all three players in the game.

The trimodal pattern reinforces the central argument of this chapter: institutional
quality is not merely correlated with default risk. It is the primary determinant of
default risk, and it operates through mechanisms that are distinct at each level of
governance quality. Traditional sovereign credit models, which treat governance as a
single continuous variable, miss the threshold dynamics that make the hybrid trap

zone so dangerous and the democratic zone so safe.

The four roads framework has immediate implications for the question that
animates Part IV of this book: which road is the United States on? The governance
trajectory (Liberty declining from 94 to 48) is consistent with Road Two (the debt
spiral, where borrowing exceeds institutional capacity) or, more ominously, a variant
of the rarest road — the reserve currency loss path, where institutional erosion
eventually undermines the reserve status that has masked the yield implications of
that erosion for decades. Historical precedent offers only three cases of reserve
currency decline: Spanish silver (1588-1620s), Dutch guilder (1780s-1810s), and
British sterling (1914-1956). In each case, institutional deterioration preceded reserve
currency loss by 20 to 40 years, and the eventual repricing was catastrophic. The US is

currently in year eight of a decline that, if it follows the historical pattern, could play



out over decades — or could accelerate if a trigger event collapses the reserve premium

more rapidly than the sterling precedent suggests.

But before we turn to the American case, we need to examine whether the
mispricing documented in Chapters 9 and 10 can be systematically captured —
whether a model that prices governance honestly can outperform a market that does
not. That is the subject of Chapter 12.
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CHAPTER TWELVE

The Sovereign Credit Model

Pricing governance honestly in a market that doesn't

“In the short run, the market is a voting machine. In the long run, it is a weighing machine.”

— Benjamin Graham

W hat if we could price sovereign debt the way the data says it should be priced?
What if, instead of relying on backward-looking macroeconomic indicators
and consensus credit ratings, we built a model that treated institutional quality as a
first-order risk factor — weighted appropriately, adjusted for structural effects, and
compared directly to market prices? The gap between the model's "honest" pricing
and the market's actual pricing would reveal where governance risk is underpriced,
where it is overpriced, and where the opportunities lie for investors willing to take the

other side of the market's systematic blindness.

This is what we have built. The Political Topology Sovereign Credit Model is a four-
factor framework that decomposes sovereign fair yield into a risk-free base rate plus
four premia: governance quality, fiscal burden, reserve currency status, and the
velocity of institutional change. The model achieves an R? of 0.79 on a cross-section of
30 sovereign issuers — meaning that governance-adjusted fundamentals explain

nearly four-fifths of the variation in what countries pay to borrow. Standard sovereign
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credit models, using only macroeconomic variables, typically achieve R? of 0.45 to

0.55. The improvement is not marginal. It is structural.

The Four Factors

The Four-Factor Model Specification

Fair Yield = 2.5% (base) + Governance Premium + Debt Premium + Velocity Premium

+ Structural Adjustment
Formally: Yield; = a + B4 - Liberty; + By - Debt/GDP; + B3 - Reserve; + B, - Velocity; + g;

Rz = 0.79 | n = 30 (cross-sectional, structural outliers excluded) | All coefficients

significant at 1% level

Factor 1: Governance Quality (Liberty Score)

The dominant factor. Each 10-point decline in the Liberty Score adds approximately
350 basis points to fair yield. Governance quality alone explains more yield variation
than debt-to-GDP — a finding that upends the conventional hierarchy of sovereign
credit analysis, where fiscal metrics are treated as primary and governance is an
afterthought. The coefficient (B = —0.35) has been confirmed by independent audit,
with heteroskedasticity-consistent standard errors confirming significance at the 1
percent level. Countries with Liberty scores below 50 carry an implicit governance

premium of 500 to 1,800 basis points that markets often fail to price.

Factor 2: Debt-to-GDP (Fiscal Premium)

The conventional fiscal risk measure. Each percentage point of debt-to-GDP adds
approximately 2 basis points to fair yield ( = +0.02). At 120 percent debt-to-GDP (the
level currently occupied by the United States, Italy, and Greece), this contributes
roughly 240 basis points. The finding is important but secondary: debt-to-GDP
matters, but it matters less than governance quality. Japan at 260 percent debt-to-GDP
with strong institutions is a fundamentally different credit than Argentina at 80
percent debt-to-GDP with weak institutions. The model captures this distinction;

standard models do not.



Factor 3: Reserve Currency Status (Structural Adjustment)

The single largest structural parameter in the model. Reserve currency issuers —
primarily the United States, with partial effects for the euro, sterling, and yen — benefit
from captive demand that suppresses yields far below governance-implied levels. The
estimated premium is approximately 2,080 basis points. This means the US pays
roughly 20.8 percentage points less than a non-reserve-currency country at the same
governance level would pay. The premium reflects the structural demand for US
Treasury securities generated by foreign central bank reserves, -collateral
requirements in global financial markets, and the dollar's role as the unit of account

for international trade.

The critical question is whether this premium is permanent. The historical
evidence suggests it is not. The British pound's reserve currency premium persisted
for roughly 40 years after Britain's relative institutional decline became visible (from
1914 to 1956), then collapsed rapidly in the decade following Suez. The model does not
assume the US premium will erode, but it does flag that the premium is endogenous to
governance quality — the same institutional erosion that increases fair yield also

threatens the reserve status that suppresses actual yield.

The sterling precedent deserves careful examination because it is the closest
historical analogy to the US position today. At its peak (1870-1914), sterling's reserve
currency status compressed gilt yields to roughly 2.5-3 percent, well below what
Britain's governance fundamentals alone would have implied. This premium persisted
through World War I, the interwar period, and World War II — decades during which
Britain's relative institutional and economic position was visibly declining. The
premium survived because reserve currency inertia is enormous: global trade
networks, contractual conventions, central bank reserve allocations, and institutional
familiarity all create switching costs that delay the transition long past the point where
the fundamental justification for reserve status has eroded. But the Suez crisis of 1956
proved that inertia has limits. Britain's failed military adventure exposed the reality
that institutional decline had crossed a threshold from which the reserve premium
could not recover. The repricing was compressed into less than a decade: gilt yields
rose from 4 percent to 15 percent between 1960 and 1975, and sterling's share of

global reserves fell from 35 percent to under 5 percent.

The parallel to the United States is neither perfect nor reassuring. The dollar's

reserve position is larger and more deeply embedded than sterling's ever was. But the
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institutional erosion is also faster — the US Liberty decline of 46 points in eight years
dwarfs Britain's more gradual institutional adjustment. And the potential triggers for a
Suez-equivalent event — a constitutional crisis, a default on political obligations, a
military adventure that reveals institutional fragility — are not hypothetical in the
current political environment. They are plausible scenarios that the model must

account for.

Factor 4: Velocity of Institutional Change

The rate of change matters, not just the level. Each point per year of Liberty decline
adds approximately 15 basis points to fair yield (f = +0.15). The United States, with a
velocity of -9.2 points per year over 2020-2025, carries an additional velocity
premium of roughly 138 basis points on top of its governance level premium. Velocity
captures regime transition risk — the probability that a country crosses a governance
threshold triggering non-linear repricing. Countries can sit at low Liberty scores for
decades without defaulting (China, Saudi Arabia) if the level is stable. But countries
experiencing rapid decline face compounding risks that the level alone does not

capture.

Why R-Squared = 0.79 Matters

Standard sovereign credit models using only macroeconomic variables typically achieve
R? of 0.45 to 0.55. Adding governance quality as a priced factor increases explanatory
power by 24 to 34 percentage points. This is not a marginal improvement — it is a
structural correction to how sovereign credit risk should be measured. The 21 percent of
yield variation the model does not explain is attributable to factors like inflation regime,
commodity exposure, external account dynamics, and idiosyncratic market

microstructure effects. These matter, but they are secondary to the four factors above.

Model Validation and Audit

The four-factor model was subjected to an independent audit that tested the
robustness of each coefficient, the stability of the R? across subsamples, and the
sensitivity of the results to alternative Liberty Index specifications. The audit

confirmed the core findings with important caveats.

The governance coefficient (B = -0.35) was confirmed with heteroskedasticity-

consistent standard errors. The intercept was corrected from the original thesis



estimate of 18.7 to 33.05 — a significant revision that affects predicted yields at all
liberty levels. The log-linear specification (R? = 0.51) was confirmed as providing
superior fit, validating the non-linearity of the governance-yield relationship. The
reserve currency premium of 2,080 basis points was rated "plausible and consistent
with cross-sectional evidence," though the audit noted that this estimate is derived
from a small number of reserve currency issuers and should be treated with

appropriate uncertainty.

The audit's most important finding was on the US-specific claims. The original
thesis assertion of a 650-basis-point governance-yield mispricing for the United States
was rated "overstated but directionally correct." Once the reserve currency premium is
properly accounted for, the residual gap narrows to approximately 70 basis points. The
thesis is directionally right — the US does pay less than governance fundamentals
alone would imply — but the magnitude of the gap depends critically on how the
reserve currency premium is measured and whether it is assumed to be stable or
eroding. This distinction matters enormously for the practical implications of the

model and is a theme we return to in Part IV.

Several additional audit findings are worth noting for their methodological
implications. The four-factor model's R? of 0.79 was achieved on a 30-country cross-
section with structural outliers excluded. When outliers (countries with extreme
values on one or more factors, such as Zimbabwe and North Korea) were included, the
R2 fell to 0.68 — still substantially above conventional models but sensitive to the
treatment of extreme cases. The audit recommended reporting both figures, which we

do here. The velocity factor (8, = +0.15) was the least stable coefficient, varying

between 0.08 and 0.22 across subsamples, reflecting the relatively small number of
countries experiencing rapid institutional change in any given period. The audit
concluded that velocity is a "conceptually important but empirically fragile" factor that
should be included in the model specification but treated with wider confidence

intervals than the other three factors.

The audit also noted a survivor bias concern. The 665 country-year observations in
the dataset necessarily exclude countries that defaulted and were subsequently locked
out of international capital markets for extended periods. Venezuela (excluded from
bond markets since 2017), North Korea (never had market-priced sovereign debt), and
several pre-modern states are absent from the yield data. To the extent that these
excluded observations would have confirmed the governance-yield relationship

(countries with very low Liberty scores and very high or infinite yields), their exclusion



understates the true strength of the governance-yield nexus. The model's R?, in other

words, is a conservative estimate of the actual relationship.

The Mispricing Map

The model's most actionable output is a mispricing map: the gap between what
countries pay to borrow (market yield) and what governance-adjusted fundamentals
say they should pay (model fair yield). Negative gaps indicate the market is
underpricing governance risk — yield is too low. Positive gaps indicate the market is
overpricing risk — yield is too high, representing potential excess carry for investors

willing to own the governance thesis.

Table 12.1: The Sovereignh Mispricing Map

Country Liberty Score Market Yield Model Fair Yield Gap (bp) Signal

UNDERPRICED RISK — MARKET YIELD TOO LOW

Russia 13 14.2% 22.7% -850 Underweight
United States 48 4.5% 11.0% / 3.8%* -654 Underweight
China 5 1.7% 5.8% -410 Underweight
Saudi Arabia 8 4.8% 8.0% -320 Underweight
Hungary 42 6.7% 8.5% -180 Underweight

OVERPRICED RISK — MARKET YIELD TOO HIGH (EXCESS CARRY OPPORTUNITY)

Brazil 73 15.0% 3.8% +1,117 Overweight
Turkey 18 28.5% 18.1% +1,040 Overweight
South Africa 68 10.8% 4.1% +696 Overweight
Colombia 63 11.4% 5.5% +590 Overweight
Mexico 52 10.1% 6.8% +330 Overweight
India 66 6.9% 4.5% +240 Overweight
Poland 72 5.7% 3.6% +210 Overweight

*US fair yield shown ex-reserve premium (11.0%) and with reserve premium applied (3.8%). Gap of -654bp calculated vs. ex-reserve fair
yield. Model uses four-factor specification. Market yields as of February 2026. Negative gaps indicate governance risk underpriced; positive

gaps indicate overpriced (potential excess carry).

The mispricing map reveals the full scope of the sovereign credit market's

governance blindness. Of the 15 countries in the cross-section, not a single one is
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priced at or near its governance-implied fair yield. Every country is either significantly
overpriced or significantly underpriced. The average absolute mispricing is 509 basis
points — meaning the typical sovereign issuer pays five percentage points more or less
than governance fundamentals alone would predict. For context, the average sovereign
yield in the sample is approximately 8.5 percent. A 509-basis-point mispricing
represents nearly 60 percent of the average yield. The market is not approximately
right with small errors at the margins. It is profoundly wrong across the entire cross-

section.

The direction of the errors is not random, either. Countries with declining
governance (the US, Russia, China, Hungary) are systematically underpriced — the
market gives them too much credit for their institutional past. Countries with stable or
improving governance (Brazil, South Africa, Poland, India) are systematically
overpriced — the market penalizes them for their institutional past while ignoring their
institutional present. The pattern is consistent with the ratchet effect described in
Chapter 9: credit markets remember crises and forget improvements. The mispricing

map is the ratchet rendered visible in basis points.

The Big Anomalies

Two clusters of mispricing dominate the map, and they reveal a systematic pattern in

how the market processes governance information.

On the underpriced side, the US (-654bp), Russia (-850bp), China (-410bp), and
Saudi Arabia (-320bp) all borrow at rates significantly below what governance
fundamentals imply. These are countries where the bond market is asleep — either
because reserve currency status masks the signal (US), sanctions have severed the
feedback mechanism (Russia), or state control of domestic capital markets suppresses
yields artificially (China, Saudi Arabia). The common thread is that each of these
countries has a structural mechanism — reserve status, capital controls, sovereign
wealth funds, or energy market dominance — that insulates it from the normal
transmission mechanism through which governance risk reaches bond yields. The
market is not wrong about these countries' short-term ability to pay. It is wrong about
their long-term institutional trajectory — and the structural mechanisms that mask the

mispricing also delay the correction, creating ever-larger potential repricing events.

On the overpriced side, Brazil (+1,117bp), Turkey (+1,040bp), South Africa
(+696bp), and Colombia (+590bp) all pay substantially more than governance



fundamentals suggest. These are countries where the market has overshot — pricing
historical governance problems (Brazil's inflationary past, Turkey's currency crises,
South Africa's apartheid-era risk premium) rather than current institutional quality.
Brazil's Liberty score of 73 reflects a functioning democracy with an independent
judiciary, free press, and competitive elections — institutional strengths that the
market dramatically underweights relative to the inflation premium it demands. The
market remembers Brazil's hyperinflation of the early 1990s more vividly than it
recognizes Brazil's democratic consolidation of the subsequent three decades.
Institutional memory, when it exists in sovereign credit markets, is asymmetric: it

remembers crises and forgets improvements.

This asymmetry between the underpriced and overpriced clusters suggests a
behavioral pattern. Credit markets apply a "ratchet" to governance risk: once a country
has demonstrated institutional weakness (through default, crisis, or instability), the
market maintains a risk premium long after governance has improved. But the ratchet
does not work in reverse — when a country that was previously well-governed begins
to deteriorate, the market does not apply a corresponding premium until the
deterioration produces a visible crisis. The result is that improving countries pay too
much (they carry the historical baggage of past governance failures) while
deteriorating countries pay too little (they benefit from the reputational capital of past
governance successes). The model identifies both mispricings, creating opportunities

on both the long and short sides of sovereign credit.

The model doesn't predict defaults. It prices governance honestly. The gap
between honest pricing and market pricing is where the opportunity lives.

The US Anomaly

The United States presents the single largest governance-yield gap in the model. At
Liberty = 48, the governance-implied yield (before reserve adjustment) is 11.0 percent.
The market yields 4.5 percent. The raw gap is 654 basis points — the widest in our 15-

country cross-section.

The reserve currency premium of 2,080 basis points explains the majority of this
anomaly. Once applied, the adjusted model yield falls to approximately 3.8 percent —
suggesting that the market is, in fact, slightly overpricing US risk (by about 70 basis



points) relative to governance-adjusted fundamentals with the reserve premium
intact. This finding, confirmed by independent audit, led to the audit rating of the

original thesis claim as "overstated but directionally correct."

The decomposition of the US gap is worth examining in detail, because it
illuminates the architecture of reserve currency mispricing that applies, with

variations, to every reserve and near-reserve issuer in the model.

Table 12.4: US Yield Gap Decomposition

Component Explanation

Raw model prediction (at L=48) 16.2% Bivariate governance-yield regression

Four-factor adjustment (debt,

. 11.0% Adds fiscal burden and institutional momentum
velocity)
Reserve currency premium -7.2% Structural demand (~2,080bp compression)
Model with reserve adjustment  3.8% Governance-implied yield given reserve status
Actual 10-year Treasury 4.5% Market price as of February 2026
. Market slightly above model; may reflect fiscal
Residual gap

trajectory expectations

The table reveals an important subtlety. The 70-basis-point residual could be
interpreted in two ways. The benign interpretation is that the market is correctly
pricing a small additional fiscal premium beyond what the governance model captures
— reflecting the 122 percent debt-to-GDP ratio, the trajectory of federal deficits, and
the structural growth challenges facing the US economy. The more concerning
interpretation is that the 70bp residual reflects the market's beginning to price
governance risk — a faint signal that the vigilante is, at the margin, starting to stir. If
the latter interpretation is correct, the US is in the early stages of the Asleep-to-Waking
transition — the most dangerous moment in the governance-yield cycle, because it is

when the gradually-then-suddenly dynamic begins.

But the 70-basis-point residual misses the real story. The danger is not that the
model yield is slightly below the market yield today. The danger is that the reserve
currency premium itself is not permanent, and the governance erosion that increases
the model yield also threatens the premium that compresses the actual yield. This
reflexive dynamic — where institutional decline undermines the very structural

advantage that masks the yield implications of institutional decline — is the defining
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risk in global fixed income. It is examined in detail in Part IV's analysis of the

American case (Chapters 13-16).

The Reflexivity Trap

Institutional erosion threatens reserve currency status. Loss of reserve currency status
removes the premium that masks the yield impact of institutional erosion. The repricing
of governance risk then accelerates the very fiscal deterioration that further undermines
reserve status. This reflexive loop — once triggered — is the mechanism by which the
governance-yield gap closes. The sterling precedent suggests it can happen faster than
anyone expects: Britain's reserve currency premium persisted for 40 years after
institutional decline became visible, then collapsed in less than a decade after Suez. The
US is currently in year eight of its institutional decline. The clock is running.

The Model Portfolio

The model's mispricings can be assembled into a portfolio that systematically
captures the governance spread — going long countries where the market overprices
governance risk (paying too much yield) and short countries where it underprices
governance risk (paying too little). The construction follows the logic of any factor
portfolio in quantitative finance: identify the factor (governance quality), measure the
market's mispricing of that factor (the gap between model and market yields), and take
positions that profit from the convergence of market prices toward fundamental

values.

The portfolio has six core positions. On the long side: Brazilian NTN-B inflation-
linked bonds (the largest single position, capturing +1,117bp of excess carry), South
African R2048 government bonds (+696bp), and Colombian peso-denominated debt
(+590bp). These are countries where the market overprices governance risk relative to
institutional reality. On the short side: US Treasury underweight at the 10-year and 30-
year points, US 5-year CDS (buying protection at approximately 60bp against a model-
fair spread of 854bp), and a US 2s10s yield curve steepener (which benefits from
governance risk repricing at the long end without requiring an outright bearish rates
view). A Greek government bond underweight rounds out the portfolio, expressing the
view that ECB-compressed Greek yields understate the governance-fiscal risk implied

by a 160 percent debt-to-GDP ratio with stagnated institutional quality.
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Table 12.2: Model Portfolio Expected Returns

Metric Benchmark Model Portfolio
Expected return (12-month) 2.6% 8.0%
Expected alpha — +540bp
Estimated Sharpe ratio 0.3 0.7

Max drawdown (95th pctl) -8.2% -11.5%
Payoff asymmetry (bull/bear) — 26:1

The model portfolio generates expected alpha of 540 basis points over a conventional
sovereign benchmark, with a Sharpe ratio improvement from 0.3 to 0.7 and a bull/bear
payoff asymmetry of 2.6 to 1. The asymmetry is the model's most attractive feature: in
the bull case (US governance shock triggers broad repricing), the portfolio gains
+1,570 basis points; in the bear case (reserve status holds, EM sell-off), it loses only
-610 basis points. The 2.6:1 ratio reflects the convexity embedded in the US CDS

position and the carry cushion from the emerging market longs.

Table 12.3: Scenario Analysis

Model

Scenario Probability Benchmark

Portfolio

Base: Governance trends continue, gradual

o 55% 2.8% 7.5% +470bp
repricing
Bull: US governance shock, broad repricing 25% -1.2% 14.5% +1,570bp
Bear: Reserve status holds, EM sell-off 20% 4.1% -2.0% -610bp
Probability-weighted 100% 2.6% 8.0% +540bp

The Carry Problem and Implementation

The fundamental challenge of governance-based sovereign credit trading is that
timing is uncertain within the 3-to-12-year window. Being early is expensive. Shorting
sovereign bonds or buying CDS protection against a repricing that takes five or more
years to materialize generates significant negative carry — the investor pays for
insurance that does not pay out, quarter after quarter, while the governance

deterioration continues without market response.

The US CDS position illustrates the carry problem in its purest form. At 60 basis

points per year, the cost of buying US sovereign CDS protection is modest in absolute
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terms. But if the repricing takes five years to arrive, the cumulative carry cost is 300
basis points — a substantial portion of the potential payoff. And if the repricing never
arrives (because reserve currency status proves durable, or governance erosion
reverses), the entire investment is lost. This is why the governance trade is structurally
suited to long-horizon institutional investors — pension funds, sovereign wealth funds,
and endowments that can absorb years of negative carry in pursuit of a thesis that,

when it pays off, pays off dramatically.

The more practical implementation for most investors is not a directional trade but
a structural portfolio adjustment. Governance analysis should be integrated into
sovereign credit allocation as a screening mechanism rather than a timing
mechanism. Reduce exposure to "Asleep" sovereigns by one to two standard deviations
below benchmark. Increase exposure to governance-improving countries (Poland,
South Korea, Taiwan, and the post-Lula Brazil) where the lag works in reverse —
markets are slow to reward governance improvements, creating positive carry
opportunities. Hedge tail risk in "Asleep" sovereigns using long-dated CDS or options
on yield curves. And monitor state transitions — the move from Asleep to Waking is the

highest-value signal in governance-aware sovereign credit analysis.

Risk Factors

Intellectual honesty requires a clear-eyed assessment of what can go wrong. The

model introduces several risks that differ from conventional sovereign bond analysis.

Model risk. The four-factor model is cross-sectional, not panel. It compares
governance-yield relationships across countries at a point in time rather than tracking
how changes within a single country affect yields over time. Cross-sectional models
are vulnerable to omitted variable bias: the governance premium may proxy for factors
not captured in the model — legal tradition, colonial history, commodity dependence,

proximity to major economies. R? = 0.79 is strong but leaves 21 percent unexplained.

Timing risk. The model identifies where yields should converge, not when. The
median lag of 4.7 years, with a range of 3 to 12, means an investor who is directionally
correct but five years early faces substantial carry cost, mark-to-market losses, and
opportunity cost. Being early is expensive. The US CDS position, for example, could

bleed 60 basis points annually for several years before any repricing event.

Reserve currency risk. The model's largest parameter — the -2,080bp reserve

currency adjustment — is also its least well understood. If US reserve currency status
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proves more durable than the model assumes, or if the governance deterioration
stabilizes and reverses, the yield anomaly persists indefinitely and the US positions
generate negative carry without convergence. Reserve currency transitions are

historically rare and the mechanism is poorly understood.

Liquidity risk. Several emerging market positions trade in markets with significantly
lower liquidity than US Treasuries. Bid-ask spreads of 20 to 50 basis points are
common in stress periods, and position exit during a risk-off episode could consume a
meaningful portion of excess carry. Position sizing should reflect this constraint: the
Brazil NTN-B market, as the deepest of the emerging market recommendations, can

sustain larger allocations than South Africa or Colombia.

Reverse causality risk. The model assumes governance drives yields: poor institutions
lead to higher borrowing costs. But the causal arrow may also run in reverse: countries
facing high borrowing costs may experience fiscal stress that degrades institutions. A
country forced into austerity by high yields may cut spending on the very institutions
— courts, regulators, statistical agencies, anti-corruption bodies — that maintain
governance quality. This feedback loop is particularly relevant for countries near
governance thresholds (Liberty = 50-60), where fiscal pressure could accelerate
institutional decline. Greece's experience provides a cautionary tale: the austerity
imposed by the troika after 2010 degraded institutional capacity in several
dimensions, contributing to a decline in Liberty scores that partially vindicated the
market's concerns but also worsened the underlying governance problem. The model
does not distinguish between these causal channels, and investors should be aware
that governance-yield convergence may occur through institutional deterioration
(yields stay the same but governance falls) rather than yield repricing (governance

stays the same but yields rise).

Liberty Index measurement risk. The model depends on the accuracy and consistency
of the Liberty Index — a composite measure that aggregates subjective assessments
from four sources. Each source employs different methodologies, different coverage,
and different update cycles. The composite is designed to minimize single-source bias,
but it is ultimately an estimate of an inherently difficult-to-measure concept. The US
Liberty score of 48 is the model's most consequential input, and it is also its most
contested. Freedom House and V-Dem have recorded significant US institutional
decline, but the magnitude of that decline varies across sources, and some analysts
dispute whether the decline is as severe as the composite suggests. If the US Liberty

score is closer to 70 (as some conventional assessments indicate) than to 48 (as the
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Political Topology Index estimates), the governance-yield gap narrows substantially,
and the model's most prominent claim is materially weakened. This uncertainty is

acknowledged in the model and addressed through scenario analysis in Part IV.

Alpha Decomposition

Of the +540bp expected alpha, approximately 320bp comes from the long emerging
market carry positions (Brazil, South Africa, Colombia), 140bp from the US underweight
and CDS positions, and 80bp from curve and relative value trades. The largest single
contributor is the Brazil NTN-B position, which alone generates more than 1,100bp of

excess carry relative to the model's fair yield estimate.

The Paradox of Governance-Aware Investing

There is an irony embedded in the sovereign credit model that deserves
acknowledgment. If enough investors incorporated governance analysis into sovereign
credit allocation, the lag would shorten, the mispricing would diminish, and the bond
vigilante would function as theory predicts. The 4.7-year lag is itself evidence that the
market has not yet learned this lesson. The opportunity exists precisely because the

market ignores the factor that explains the most variance.

This creates a paradox. The model's alpha exists because the market is inefficient
with respect to governance. If the market becomes efficient — if governance analysis is
widely adopted — the alpha disappears. The model, if successful, contains the seeds of
its own obsolescence. But until that day arrives, the gap between honest pricing and
market pricing remains wide, persistent, and exploitable. And the political
implications of that gap — the multi-year credit subsidy to autocratizing governments,
the mispricing that finances democratic erosion, the vigilante that sleeps while
institutions burn — remain the most consequential finding in sovereign credit

research.

The paradox has a deeper dimension that connects this chapter to the broader
argument of the book. The sovereign credit model is not merely a financial tool. It is, in
a sense, a governance audit expressed in the only language that capital markets
understand: basis points. When the model says that Brazil pays 1,117 basis points too
much, it is saying that the market fails to recognize the value of Brazilian democracy.
When it says the United States pays 654 basis points too little, it is saying that the

market fails to recognize the cost of American institutional erosion. The model
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translates the abstract concept of "governance quality" into the concrete language of
borrowing costs — and in doing so, it reveals both the market's systematic biases and
the real-world consequences of those biases for citizens, institutions, and the future of

democratic governance.

This translation function may, in the end, be more important than the alpha it
generates. Part V of this book will present a detailed governance audit framework
(Chapter 20) that applies the same methodology used here to produce a systematic
assessment of institutional quality. But the sovereign credit model demonstrates why
such an audit matters: because governance quality has a price, and the gap between
honest pricing and market pricing is a measure of how seriously the world takes the
institutions on which its prosperity depends. At present, the answer is: not seriously

enough.

The model does not predict defaults. It prices governance honestly. The gap
between honest pricing and market pricing is where the opportunity lives — for
investors, for analysts, and, most urgently, for the citizens whose institutions the

market has failed to protect.

What Part III Has Established

The four chapters of Part Il have constructed a complete analytical framework for
understanding how sovereign credit markets interact with democratic institutions —

and why that interaction fails.

Chapter 9 established the empirical foundation: the governance-yield nexus is real
(B =-0.35,R2=0.37), the lag is long (4.7 years median), the wrong-direction problem is
severe (62 percent of episodes), and the four vigilante states (Asleep, Waking, Alert,
Wrong) provide a taxonomy for classifying the current global landscape of sovereign

credit mispricing.

Chapter 10 explained why the failure occurs, through the three-player game
between autocrats, central banks, and bond markets. The autocrat has a systematic
information advantage and a strategic incentive to capture the central bank first. The
central bank serves as both target and shield. The bond market is structurally
constrained by backward-looking models, short-term performance incentives, and
benchmark effects that prevent governance risk from being priced until it manifests as

a crisis.
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Chapter 11 demonstrated what happens when the mispricing corrects, mapping 203
default events onto four roads: institutional collapse, debt spiral, resource curse, and
sanctions shock. Each road has a different mechanism, timeline, and cost distribution,
but all four originate in the same place: institutional failure. The probability of default
is a function of institutional quality multiplied by shock exposure — and the hybrid

trap zone (Liberty 20-55) is where default risk concentrates.

Chapter 12 showed how the framework can be operationalized as a four-factor
model that prices governance honestly and identifies systematic mispricings worth
200 to 1,100 basis points across major sovereign issuers. The model portfolio
generates expected alpha of 540 basis points with a 2.6:1 payoff asymmetry — but the
model's deepest contribution is not financial. It is the demonstration that governance
quality has a price, that the market systematically misprice it, and that the gap
between honest pricing and market pricing is a measure of the world's failure to take

democratic institutions seriously.

With the analytical framework of Parts I through III now complete — the topology of
political space, the dynamics of institutional change, and the market's systematic
failure to price governance risk — we turn in Part IV to the case that makes all of this
urgently relevant. The United States is not merely an anomaly in our data. It is the
largest governance-yield gap in the dataset, the most consequential reserve currency
in history, and the test case that will determine whether the framework we have built is

merely academic or genuinely predictive. The American case begins in Chapter 13.

L The 665 country-year observations are drawn from a panel dataset covering 91 countries with annual Liberty Index
scores matched to 10-year sovereign bond yields. Sources include Freedom House, V-Dem, Polity V, the Economist
Intelligence Unit, Bloomberg, Global Financial Data, and central bank publications.

2 The 4.7-year lag is measured from the first year of sustained Liberty Index decline (=2 points over 3 years) to the
first year of statistically significant yield widening (=50bp above trend). The 62% wrong-direction figure was
confirmed by independent audit with a sensitivity range of 55-65% depending on lag definition.

3 The four-factor model's R? of 0.79 was estimated on a cross-section of 30 sovereign issuers with structural outliers
excluded. The reserve currency premium of 2,080bp was confirmed by audit as "plausible and consistent with cross-
sectional evidence."

4The 203 default events are drawn from the Reinhart-Rogoff database, Moody's Sovereign Default History, and S&P
Global Ratings records, matched to Liberty Index scores at the time of default.

5 All model outputs are cross-sectional estimates, not out-of-sample predictions. The model has not been validated
across multiple credit cycles. Past governance-yield relationships may not predict future outcomes. See Chapter 12
risk factors for detailed caveats.
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The American Case

The Stress Test Nobody Asked For



CHAPTER THIRTEEN

The American Exception

From peak to inflection: what the data says, what it doesn't, and why the range

matters more than the number

"America is great because she is good. If America ceases to be good, America will cease to be great."

— Apocryphal, often attributed to Alexis de Tocqueville

F or 225 years, the United States traced a path northeast on the political topology
map — rising liberty, rising capability. Then the trajectory reversed. The reversal
is not in dispute. Every major democracy index — Freedom House, V-Dem, the
Economist Intelligence Unit, the Bertelsmann Transformation Index, and the Political
Topology Index — documents a sustained decline in American institutional quality
since at least the mid-2010s. What is fiercely in dispute is the magnitude of that
reversal, what it means, and how worried we should be. This chapter lays out the
evidence, the disagreements, and the range of credible interpretations. It does not

resolve the debate. It maps it.

Before we proceed, a note about framing. This is the most sensitive part of the
book. The United States is the subject of intense political debate, and any quantitative

assessment of its democratic health risks being weaponized by partisans on all sides.
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We are aware of this danger and have attempted to inoculate against it in two ways.
First, by presenting the full range of credible estimates rather than privileging any
single number. Second, by giving the counter-arguments as much analytical weight as
the claims they challenge. The reader who finishes this chapter anchored to a single

number has missed the point. The range is the finding.

The 225-Year Trajectory

The American story, told through the lens of governance metrics, is one of the great
climbing narratives in comparative politics. The country began with a Liberty score of
roughly 42 in 1800 — a slaveholding republic with a restricted franchise that
nevertheless represented a radical experiment in distributed power. It was a
democracy for some and a tyranny for others, and the gap between its ideals and its
reality was the central tension of its first century.

The climb was neither straight nor inevitable. There were devastating setbacks: the
nadir of the Civil War brought the score to approximately 30 in 1865, representing the
only period in American history when the state itself fractured. The Jim Crow era
imposed a decades-long plateau during which millions of citizens were denied the
franchise through legal manipulation, economic coercion, and extralegal violence. The
Red Scares of the 1920s and 1950s constrained civil liberties in ways that democracy
indices, had they existed, would have captured as meaningful reversals. The Gilded
Age concentrated economic power to a degree that threatened the substance of

political equality even as the forms were maintained.

But the long-run trajectory was unmistakable. The Reconstruction amendments
established the constitutional foundation for universal citizenship, even if their
promise went undelivered for a century. Women's suffrage in 1920 lifted the score past
55. The New Deal created an administrative state with regulatory independence that
became a core component of the institutional architecture. The Civil Rights Act and
Voting Rights Act of the mid-1960s pushed the score past 60, and the decades of
institutional deepening that followed — the expansion of the administrative state's
independence, the professionalization of the judiciary, the strengthening of legislative
oversight mechanisms, the creation of an independent inspector general system, the
codification of press freedoms — carried the Liberty score to a peak of approximately
94 around 2010.
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By the standards of comparative politics, this was a nearly complete democracy:
high electoral integrity, strong civil liberties, independent courts, free media, robust
civil society, and effective legislative checks on executive power. The United States at
its peak was not perfect — no democracy is — but it was as close to the upper-right

corner of the Liberty-Capability map as any large country had ever come.

It took 175 years to climb from 42 to 94. The asymmetry is worth pausing on,
because it tells us something important about the nature of institutional construction.
Building democratic institutions is slow, iterative work. It requires the accumulation of
precedent, the development of professional cultures within agencies, the gradual
expansion of rights through legislation and litigation, and the embedding of norms
through repeated practice until they become self-enforcing. Each layer of institutional
depth took years or decades to establish. The independent judiciary was not built in a
single act; it was built through two centuries of appointments, precedents, and
institutional traditions. The free press was not created by the First Amendment alone;
it was created by the First Amendment plus two centuries of journalistic practice,
ownership diversity, and professional norms. The administrative state's independence
was not inherent in its creation; it was earned through decades of civil service reform,
inspector general oversight, and the gradual establishment of regulatory

independence as a bipartisan value.

Destroying these institutions, it turns out, can be much faster than building them.
This asymmetry — slow construction, rapid decline — is consistent with patterns
observed in complex institutional systems across many domains. It is easier to lose
trust than to build it, easier to politicize a court than to depoliticize one, easier to fire
career civil servants than to rebuild the professional cultures that made them effective.
The 175 years of institutional building now at risk represent not merely statistical
movement on an index but the cumulative product of constitutional amendments,
legislation, judicial decisions, administrative reforms, and the slow accretion of

democratic norms.

The Reversal: What the Data Shows

The first signs of decline appeared in the mid-2010s, when Freedom House began
recording annual score decreases for the United States — small at first, a point here, a
point there, but persistent. The decline accelerated after 2020, and then accelerated
again sharply after 2024. The post-2024 period represents the fastest horizontal

collapse in the Political Topology dataset for a consolidated democracy. No other
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country that maintained a Liberty score of 80 or above for 25 or more consecutive
years has declined this rapidly without a military coup or foreign invasion. The
comparison set is empty. When we search the historical record for analogues, we find
them not among peer democracies but among hybrid regimes and countries

undergoing revolutionary change.

In September 2025, the Varieties of Democracy Institute (V-Dem) at the University
of Gothenburg reclassified the United States as an "electoral autocracy" — the first time
a G7 nation has received that designation while its economy remained in expansion.
The Century Foundation's Democracy Meter independently scored the US at 57,
placing it in the "crisis zone." Freedom House, which grades on a more forgiving curve
and gives significant weight to electoral processes, maintained the US at 83-84 but
flagged the fastest rate of decline it has ever recorded for a country in its "Free"

category.

But the word "collapse" requires immediate qualification, because the depth of the
decline depends entirely on which index you consult — and the range of credible
estimates is enormous. The disagreement between indices is not a bug. It is the most
important feature of the data. Different indices measure different things, weight
different components, and update on different timescales. Understanding what each
index captures — and what it misses — is essential to any honest assessment of where

America stands.

The question is not whether the United States is declining on democratic
metrics. Every serious measurement agrees on that. The question is how far
the decline has gone, how fast it is moving, and whether the structural
advantages of a 248-year-old democracy at $85,000 GDP per capita provide a
floor that the cross-national model does not capture.

The Recalibration Table: What Different Scores Mean

There is a 36-point spread between the most alarming estimate (L.=48 on the Political
Topology Index) and the most conservative (L=84 on Freedom House). That spread is
not noise — it reflects fundamentally different methodological choices about what
"democracy" means and how quickly institutional damage should be reflected in a

country's score. Rather than arguing for a single Liberty score, the responsible

222



analytical move is to present the full spectrum of credible estimates and show how the

downstream conclusions shift across the range. The reader can anchor to whichever

index they find most credible and trace the implications.

Table 13.1. The Recalibration Table: US Liberty Score Across Major Indices

Score

L=84

L=75

L=70

L=65

L=57

L=48

Source

Freedom

House

Cross-index

composite

V-Dem (mid-

range)

V-Dem (low-
range)

Century

Foundation

PTI (raw)

is real.

Stage

Stage 2: Early

Warning

Stage 3: Democratic
Erosion

Stage 3: Democratic

Erosion

Stage 4: Competitive
Authoritarianism

Stage 5: Electoral

Autocracy

Stage 5—6: Electoral

Autocracy

How to Read the Table

Narrative

Full democracy with institutional stress. Fastest-
declining country in the "Free" category, but still
Free. Elections procedurally intact. Civil liberties

under pressure but broadly protected.

Declining democracy. Press freedom deteriorating,
judicial independence under strain, legislative
oversight weakened. Recoverable through normal

democratic processes.

Flawed democracy, institutions under pressure.
Norms eroding, but structural independence of key

institutions still partially intact.

Serious erosion. Institutional capture underway.
Comparable to Hungary circa 2012. Reversal

possible but requires sustained effort.

Crisis zone. Elections exist but the playing field is
tilted. Courts aligned with executive. Media under

significant pressure. Near the event horizon.

Near or below the event horizon. Executive
constraints severely weakened. Self-correction
through normal democratic channels becomes
historically improbable without external pressure or

elite rupture.

The reader can anchor to whichever index they find most credible and trace the
implications. The critical observation is that the direction of travel is not in dispute across
any credible estimate. Even at L=84 (Freedom House), the US is declining at
approximately -1.0 points per year — still the fastest rate among established

democracies. The debate is about magnitude and urgency, not about whether the decline
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Each row of the table implies a different world. At L=84, the policy prescription is
watchfulness and incremental institutional strengthening — the kind of response
appropriate to a stressed but fundamentally healthy democracy. At L=57, the
prescription is emergency institutional triage — immediate action to shore up the
institutions that remain independent before the window of opportunity closes. At
L=48, the prescription is closer to what political scientists call "extrinsic pressure for
transition" — external incentives or internal elite rupture as the primary mechanisms

for reversal.

These are not academic distinctions. They imply entirely different policy
responses, risk assessments, and historical analogues. A policy framework designed
for L=84 would be dangerously complacent at L=57. A policy framework designed for
L=48 would be recklessly alarmist at L=84. The recalibration table is designed to make

this sensitivity visible.

The Measurement Controversy: PTI vs. Freedom House vs. V-Dem

Understanding why the indices disagree so dramatically requires understanding what
each one measures and how quickly it updates. The measurement controversy is not a
distraction from the analysis. It is the analysis, because the uncertainty about where

the US sits is itself the most important finding.

The PTI, which updates on a two-year rolling window and heavily weights
regulatory independence and civil society indicators, captures the most recent
institutional changes — the Schedule F reclassifications that allow political appointees
to replace career civil servants, the firing of inspectors general across multiple federal
agencies, the restructuring of regulatory bodies, the impoundment of congressionally
appropriated funds, the executive assertion of authority over independent agencies —
and prices them immediately. It asks: What does the institutional landscape look like right
now? The answer it gives is alarming because the institutional changes of 2024-2026

have been rapid and structurally significant.

Freedom House, by contrast, conducts annual expert surveys with a longer
institutional memory and gives substantial weight to the existence of free elections. It
updates more slowly and implicitly assumes that the procedural integrity of the 2024
election provides a floor under the score. It asks: How does this country's overall
democratic quality compare to the global distribution? The answer it gives is concerned but

not alarmed, because the formal structures of American democracy — elections,
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courts, a free press, civil liberties — remain largely intact in law, even if they are under

increasing pressure in practice.

V-Dem falls somewhere in between, with mid-range scores of 65—-72 reflecting a
blend of rapidly updated expert assessments and more stable structural indicators. Its
September 2025 reclassification of the United States as an "electoral autocracy" — the
first time a G7 nation received that designation while its economy remained in
expansion — represents an independent validation of the thesis's directional
assessment, even as V-Dem's own numerical estimates are substantially less alarming
than the PTI's. V-Dem's classification rests not on election-day fraud but on the
broader institutional environment: media capture, regulatory independence, judicial
alignment, and civil liberties constraints that make the playing field uneven even when

the voting itself is clean.

Neither approach is wrong. They are measuring different things on different
timescales. A doctor measuring a patient's heart rate during a sprint will get a very
different number than one measuring a resting average, but neither is lying. The sprint
measurement tells you about acute stress; the resting average tells you about baseline
fitness. Both matter. The responsible analytical move is not to pick a number but to
show what follows from each number and to identify which conclusions are robust

across the entire credible range.

Two additional dimensions of the measurement controversy deserve explicit
treatment because they are often used to dismiss the findings entirely rather than to

refine them.

The first is the question of indicator selection. The PTI heavily weights regulatory
independence and civil service professionalism — variables that have changed
dramatically in the post-2024 period. Schedule F reclassifications, inspector general
removals, and executive assertions of control over independent agencies all register as
severe institutional damage on the PTI's indicator set. Freedom House, by contrast,
weights electoral integrity and civil liberties more heavily — dimensions where the
formal protections remain largely intact even as the informal constraints have
weakened. Neither weighting is objectively correct. They represent different theories
of what makes a democracy democratic. If you believe that democracy is primarily
about free elections and civil liberties, the US looks stressed but intact. If you believe

that democracy is primarily about independent institutions that constrain executive

225



power, the US looks severely eroded. The disagreement between the indices is, at

bottom, a disagreement about what democracy is.

The second dimension is temporal sensitivity. Indices that update rapidly capture the
acute phase of institutional change but risk overstating the depth of the damage if the
changes are eventually reversed. Indices that update slowly miss the acute phase but
provide a more stable assessment of the structural baseline. The optimal update
frequency depends entirely on the purpose of the measurement. For early warning
systems designed to detect emerging threats, rapid updates are essential — by the time
a slowly updating index captures the damage, it may be too late for intervention. For
structural assessments designed to inform long-term policy, slower updates are more
appropriate because they filter out noise and temporary reversals. The tension
between timeliness and stability is inherent in any measurement of institutional
quality, and there is no neutral solution. Any choice about update frequency is also a
choice about which errors to tolerate: too-fast updates produce false alarms; too-slow

updates produce missed warnings.

What Makes the US Exceptional

The United States is exceptional in almost every dimension relevant to democratic
resilience. This is not a consolation. It is a fact that must be incorporated into any
honest analysis, because the cross-national models that generate the most alarming
predictions were built largely from countries that lack these advantages. The models
know about Hungary (population 10 million, GDP per capita $18,000, EU member, 30
years of democratic experience) and Turkey (population 85 million, GDP per capita
$10,000, history of military coups, less than 20 years of consolidated democracy).
They do not know about a country like the United States, because there has never been

a country like the United States in the democratic backsliding dataset.

Reserve currency status. The US dollar remains the world's primary reserve
currency, with approximately 58% of global foreign exchange reserves denominated in
dollars as of 2025. This generates what economists call the "exorbitant privilege" —
captive demand for US government debt that is largely insensitive to domestic
governance quality. No other country in the democratic backsliding dataset has
possessed this structural advantage. As we explored in Part III, the governance-yield
model estimates that reserve currency status compresses US Treasury yields by
approximately 200-580 basis points over a five-to-ten-year horizon — a recalibrated

figure that replaced the original estimate of 2,080 basis points after the audit found the
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initial number overstated by 3.5-10x. Even at the revised lower bound, the reserve
currency premium is enormous. It means that the financial consequences of
institutional erosion — which in other countries manifest as rising borrowing costs,
capital flight, and currency depreciation — are delayed and muffled for the United
States. This is simultaneously a stabilizer (the economy continues to function normally
even as institutions erode) and a source of complacency (the absence of market panic

is mistaken for evidence that the erosion is not happening).

Military power and institutional apoliticism. The US military scores 80 on the
institutional resilience scorecard — the strongest of any institution in the American
system. The officer corps' identity is built around an oath to the Constitution rather
than to any individual leader, a tradition reinforced by the post-Vietham
professionalization reforms that deliberately insulated the military from partisan
politics. The military's refusal to participate in the January 6, 2021 crisis and its
subsequent institutional distancing from partisan politics are historically significant.
In the cross-national dataset, military loyalty is the single most important determinant
of whether democratic erosion leads to outright autocracy. Where the military sides
with democratic institutions, erosion tends to stabilize as a hybrid regime rather than
progressing to dictatorship. The 20-point deduction from a perfect score reflects the
increasing politicization of defense appointments and rhetorical pressure on military
leadership, but the core institutional culture remains intact. This is the single most

reassuring data point in the American case.

Constitutional structure and federalism. American federalism is a democratic
redundancy that has no equivalent in most countries experiencing erosion. When
Hungary's central government captured the judiciary, there was no state-level judicial
system to provide an alternative. When Turkey's parliament was subordinated, there
were no state legislatures maintaining independence. The US has 50 state
governments, each with its own constitution, judiciary, police forces, and regulatory
apparatus. Many of these state governments are actively resisting federal overreach
through litigation, regulatory divergence, and institutional non-compliance. California,
New York, and other large states have effectively become parallel governance systems,
maintaining policies on environmental regulation, civil rights, immigration
enforcement, and electoral administration that diverge sharply from the federal
direction. The weakness is that federal preemption can override state resistance on
any issue within Congress's constitutional authority, and that many state governments

are experiencing their own erosion dynamics — gerrymandered legislatures, captured
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judiciaries, and weakened civil society creating miniature versions of the federal
problem. But the structural redundancy is real and the cross-national model does not

capture it.

Civic culture and wealth. At $85,000 GDP per capita, the United States is so far
above the historical danger zone identified by the "Lipset threshold" ($15,000) that the
comparison barely applies. No democracy above $15,000 GDP per capita has ever
collapsed into sustained autocracy. The sample of wealthy, declining democracies is
extremely small, which means this is less a proven law than an untested hypothesis —
but the burden of proof falls on those who claim that this time is different. Wealth
creates a middle class with stakes in institutional stability, independent media with
diverse funding sources, a civil society with resources to resist state encroachment,
and an educated citizenry with high opportunity costs for political acquiescence.
American civil society — the constellation of NGOs, foundations, universities,
professional associations, churches, unions, and civic organizations — remains among
the densest and most resourced in the world, even as the space for independent civic

action is measurably shrinking.

There is also the question of polarization asymmetry. American wealth is unevenly
distributed, and the political economy of the current erosion episode is entangled with
distributional grievances in ways that the Lipset threshold does not capture. The
median household income of approximately $75,000 masks a distribution in which a
significant portion of the population has experienced wage stagnation, declining
geographic mobility, and an erosion of the social contract that once connected
economic growth to shared prosperity. This distributional dimension matters because
it shapes the political coalition that supports or tolerates institutional erosion. In the
cross-national dataset, democratic backsliding is most commonly supported by a
coalition of economic elites seeking deregulation and a working-class base seeking
protection from globalization — precisely the coalition that has emerged in the
American case. Wealth, in other words, protects democracy in aggregate but may

accelerate erosion when its distribution is perceived as illegitimate.

The market signal. There is a fifth structural advantage that is less often discussed
but no less significant: the informational role of financial markets. If democratic
erosion posed real economic risks, the argument goes, financial markets would reflect
it. US equities are near all-time highs. The dollar remains the world's reserve currency.
Treasury yields are not pricing in sovereign risk. Credit default swap spreads on US

sovereign debt trade at approximately 60 basis points — a level indistinguishable from
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stable Northern European democracies. The market, in this view, is telling us that the

erosion is either not real or not economically consequential.

The counter to this argument is the cross-national evidence on repricing lags. As
documented in Part III, the historical lag between institutional erosion and market
repricing is 3—12 years. Turkish equities were near all-time highs in 2013, three years
into Erdogan's consolidation. Hungarian markets performed well through 2015.
Brazilian markets rallied during Bolsonaro's first year. Markets price cash flows and
discount rates. They are not designed to price institutional quality. The absence of
market panic is not evidence of institutional health; it is evidence that markets have
not yet repriced the institutional change. Whether that repricing is coming — and when

— is one of the central questions of Part III and the scenarios explored in Chapter 15.

The question is not whether America is in trouble. The question is how much
trouble. And that question, as of early 2026, remains genuinely open — with
credible answers ranging from "stressed but intact" to "serious erosion
requiring vigilance" to "approaching the event horizon."

The Great Decoupling: America as a Test Case

The American case sits at the center of a phenomenon that Part II documented across
the full 91-country dataset: the Great Decoupling between capability and liberty. For
most of the post-war period, the relationship between a country's human capital
(education, health, technological sophistication) and its political freedom was strong
and positive. Countries that were good at building capable institutions tended also to

be free. The correlation was r=0.79 before 2000. It has since fallen to r=0.57.

The United States is the most consequential case of this decoupling. The country's
Capability score remains near the top of the global distribution — world-class
universities, cutting-edge technology, the deepest financial markets in history, the
most productive economy ever assembled. But its Liberty score is falling. The gap
between what America can do and how free its citizens are has widened more
dramatically than for any other country at the top of the capability distribution. This is
the Great Decoupling made manifest in a single nation: a country that is
simultaneously the most capable and the most rapidly declining democracy in the

dataset.
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The decoupling has implications beyond the abstract. As Part IIl demonstrated, the
governance-yield model predicts that when capability and liberty diverge, the market
eventually reprices the difference. The lag is 3—12 years. Applied to the US, this means
that the current period — in which the economy performs as if institutional quality has
not changed — may be the calm before a repricing event. Or, alternatively, the
structural advantages of the American system (reserve currency status, the depth of
capital markets, the global network effects of dollar-denominated finance) may delay
the repricing indefinitely, creating a new equilibrium in which a high-capability,
declining-liberty America persists as a stable anomaly. The honest answer is that we

do not know which interpretation is correct. The next decade will tell us.

The intellectually honest position on the US Liberty score is probably in the L=65-
75 range: a country experiencing serious democratic erosion, with genuine structural
advantages that the cross-national model underweights, but facing unprecedented
velocity of decline that those advantages have not yet been tested against. This range —
roughly corresponding to V-Dem's assessment — acknowledges both the severity of the
institutional changes (which the PTI captures accurately even if it overweights them)
and the structural resilience that Freedom House implicitly credits (which is real, even

if Freedom House may underweight the recent damage).

The range also carries a methodological lesson. When credible indices disagree by
36 points on a 100-point scale, the appropriate response is not to average them and
call the result "truth." The appropriate response is to present the full range, identify
which conclusions are robust across it, and be explicit about which conclusions
depend on where within the range the true score falls. The conclusions that survive the
full range are: (1) the direction of decline is unambiguous; (2) the velocity is
historically exceptional for a democracy of this tenure; (3) the institutional damage is
real but uneven; and (4) the structural advantages are genuine but untested against
this specific threat. These four findings do not depend on whether the true score is 48

or 84. They are robust across the entire credible spectrum.

The chapters that follow explore the velocity, the scenarios, and the counter-
arguments in detail. The reader should begin this journey informed by the full range of

the data — not anchored to any single number.



CHAPTER FOURTEEN

Velocity of Decline

Not where the country sits, but how fast it's moving — and why speed determines

everything

"It is not the strongest of the species that survives, nor the most intelligent that survives. It is the one

that is most adaptable to change.”

— Leon C. Megginson, paraphrasing Darwin

W hat makes the American case distinctive is not where the country sits on the
liberty scale. It is how fast it is moving. A country at L=70 that has been stable
for a decade is in a fundamentally different position than a country at L=70 that was at
L=90 three years ago and is still falling. The first country has reached an equilibrium,
however unpleasant. The second country is in freefall, and the question is not where it

is but where it is going. Position tells you the diagnosis. Velocity tells you the prognosis.

Fastest-Declining Consolidated Democracy on Record

Even using the most conservative measurement — the 10-year standardized velocity
that smooths out short-term fluctuations — the United States registers at

approximately —4.2 points per year. This is the fastest decline among all countries that
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maintained a Liberty score of 80 or above for 25 or more consecutive years. The

comparison is stark:

Table 14.1. Comparative Decline Velocities: Consolidated Democracies

Country Period 10yr Velocity  Primary Mechanism

United States 2015-2025 -4.2/yr Executive capture + elite compliance

Hungary 2010-2025 -3.0/yr Legal/constitutional manipulation ("salami tactics")
Turkey 2013-2025 -5.0/yr Failed coup — emergency powers — presidentialism
Venezuela 1998-2010 -8.0/yr Constitutional rewrite + media capture

Poland (PiSera) 2015-2023 -2.0/yr Judicial capture + media pressure

Note: The PTI's 2-year window produces a dramatically higher US velocity of -18/yr (2023-2025), but this figure reflects the shortest
measurement window in the dataset and is included for transparency rather than as a headline claim. The 10-year standardized figure of
-4.2/yr is the audit's recommended citation. Even at this more conservative rate, the US ranks as the fastest-declining consolidated
democracy.

Two features of this table deserve emphasis. First, Turkey and Venezuela — the
countries with higher absolute velocities — were never consolidated democracies in
the same sense as the United States. Turkey had maintained L=80 for approximately 3
years before its decline began; Venezuela for roughly 15. Neither had the depth of
democratic tenure that characterizes the American system. The US had been above
L=80 for more than four decades. The comparison is between a sapling bending in a

storm and an old-growth tree being uprooted.

Second, the primary mechanism differs. Hungary's decline proceeded through
what scholars have called "salami tactics" — thin slices of institutional capture, each
individually defensible, that cumulatively transformed the constitutional order over a
decade. Viktor Orban's Fidesz party systematically packed courts, rewrote media laws,
revised electoral boundaries, captured the civil service, and subordinated
independent agencies, but each step was small enough that it could be presented as a
normal exercise of democratic governance. The cumulative effect was profound; the
individual steps were almost invisible. Poland followed a similar pattern focused on
judicial capture: the PiS government's assault on the Constitutional Tribunal, ordinary
courts, and prosecutorial independence unfolded over years through a series of
legislative maneuvers that, taken individually, might have seemed like reasonable

reforms.
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Venezuela involved a more dramatic mechanism: a constitutional rewrite that
concentrated executive power, followed by the systematic capture of the judiciary, the
media, and the military through a combination of populist mobilization and oil-
revenue patronage. The speed of Venezuela's decline (-8 per year) reflected the

absence of the institutional depth that slowed erosion in Hungary and Poland.

The American case appears to involve yet a different mechanism: coordinated
executive action at a pace that exceeds the institutional immune system's response
time, combined with elite compliance that neutralizes the internal checks that would
normally slow the process. The removal of inspectors general across multiple agencies
in a single wave, the reclassification of civil servants under Schedule F, the
impoundment of appropriated funds, and the assertion of executive authority over
nominally independent agencies all occurred within months rather than years. This is
not salami tactics. It is closer to what scholars of authoritarian transitions call "shock
therapy" — overwhelming the system's defenses by attacking on multiple fronts

simultaneously.

The distinction has practical consequences. Salami tactics give civil society, courts,
and opposition parties time to respond to each incremental step. Shock therapy does
not. The question for the American case is whether the institutions that remain
functional — particularly the military, the Federal Reserve, and the state-level
governance systems — are strong enough to impose friction on the process even

without the benefit of time.

There is a further dimension to the mechanism comparison that has received
insufficient attention: the role of elite compliance. In Hungary, Orban's institutional
capture was enabled by the Fidesz party's supermajority in parliament — a
constitutional power to rewrite the rules obtained through a single election. In
Venezuela, Chavez relied on a popular referendum to convene a constituent assembly,
followed by the systematic co-option of judges, legislators, and military officers
through patronage. In both cases, the erosion required active participation by
institutional actors who chose to comply with the authoritarian project rather than

resist it.

The American pattern shows a distinctive form of elite compliance. Congressional
leaders of the president's party have effectively abandoned their institutional
prerogatives — the oversight function, the appropriations power, the confirmation

process — in favor of partisan solidarity. This is not a case of institutional actors being



threatened into compliance (though some of that exists). It is a case of institutional
actors choosing compliance because the political incentives favor it. A member of
Congress who exercises aggressive oversight of a co-partisan president faces primary
challenges, donor backlash, and media hostility from the party's base. A member who
defers faces no such costs. The institutional incentive structure has inverted: the
rational individual strategy (compliance) produces a collectively irrational outcome
(legislative abdication). This is a classic collective action problem, and it helps explain
why Congress scores only 32 on the institutional resilience scorecard despite retaining

all of its formal constitutional powers.

Velocity matters because it determines whether institutions have time to
mount a defense. A democracy declining at -2 points per year has time for
courts to rule, legislatures to respond, and civil society to mobilize. A
democracy declining at -4 points per year may not.

The Velocity Sensitivity Problem

Velocity is perhaps the most sensitive metric to methodological choice, and intellectual
honesty requires acknowledging how dramatically the number changes depending on
the measurement window. This is not a minor technical caveat. The difference
between -1.0 per year and -18.0 per year is the difference between "concerning but
manageable" and "unprecedented emergency." Any analysis that presents only one of

these numbers without explaining why the other exists is either ignorant or dishonest.

The PTI's —-18.0 per year reflects its two-year rolling window capturing the post-
2024 acceleration. This is a real measurement — the institutional landscape has
changed dramatically in the span of two years — but it is also a measurement taken
during the acute phase. It captures the sprint, not the marathon. The acceleration from
approximately —0.7 per year (2020-2023) to —18 per year (2023-2025) represents a
26-fold increase in velocity — a qualitative discontinuity that suggests a different

mechanism at work, not merely an intensification of existing trends.

The 10-year averages used by other indices smooth this signal substantially,
producing velocities of -1.0 to -4.2 per year depending on which index is used.
Freedom House's -1.0 per year, the most conservative estimate, would represent the

fastest decline in the "Free" category but would not, on its own, suggest an emergency.
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V-Dem's mid-range estimates of approximately -2.4 to —2.9 per year place the US in
the zone of "serious concern, warranting vigilance." The audit's recommended citation
of —4.2 per year (10-year standardized) acknowledges the severity while avoiding the

volatility of the shortest measurement windows.

The acceleration profile itself deserves examination. The US declined at
approximately —0.7 points per year from 2015 to 2020 — a rate that, while notable, was
within the range observed for other democracies experiencing stress (e.g., Poland,
India, Brazil). Between 2020 and 2023, the rate increased to approximately -2.5 per
year, reflecting the post-January 6 institutional trauma and the growing erosion of
inter-party norms. Then, between 2023 and 2025, the rate increased again to the PTI's
headline figure of -18 per year — a 26-fold increase from the pre-2020 baseline.
Whether one views this as a meaningful acceleration or an artifact of the measurement
window depends on whether one credits the institutional changes of 2024-2025
(Schedule F, inspector general firings, appropriations impoundment, regulatory
restructuring) as genuine structural damage or as policy choices that the next
administration can readily reverse. The PTI treats them as structural; Freedom House
treats them as policy. The distinction between these interpretations is the crux of the

measurement controversy.

The most important question about velocity is not which number is "correct" but
whether the post-2024 acceleration represents a step function or a trend. A step
function — a one-time institutional shock followed by stabilization at a lower level —
would mean that the 10-year averages are more informative, the event horizon has not
been crossed, and the recovery probability is high. A trend — the beginning of a
positive-feedback loop in which institutional weakening enables further institutional
weakening — would mean that the 2-year window is the leading indicator and the
situation is considerably more serious. The next 12 months of data will disambiguate
between these two scenarios. A deceleration from -18.0 per year toward the -3.0 range
would suggest a step function. A sustained velocity above -10.0 per year would suggest

a feedback loop. The stakes of this measurement are difficult to overstate.



The Window Problem

Both measurements are "correct" — they simply describe different time horizons. The 2-
year window captures the acute crisis; the 10-year window captures the structural trend.
A responsible analysis must present both and explain the trade-off between timeliness
and stability. Throughout this chapter, we use the 10-year standardized figure as the

baseline, noting where the 2-year window produces a meaningfully different picture.

The Feedback Loop Question

The difference between a step function and a feedback loop is not merely academic. It
is the difference between a wound and a disease. A step function — a one-time
institutional shock — can be treated with a one-time intervention: an election that
produces alternation, a court ruling that restores a boundary, a legislative act that
codifies a norm. The system absorbs the shock, stabilizes at a lower level, and begins

to recover. The damage is real but bounded.

A feedback loop is fundamentally different. In a feedback loop, each step of
institutional weakening enables the next. Firing inspectors general removes the
oversight mechanism that would detect the next violation. Reclassifying civil servants
under Schedule F allows the politicization of the agencies that would normally resist
the next encroachment. Capturing the courts removes the judicial check that would
block the next expansion of executive power. Each step makes the next step easier,
cheaper, and harder to reverse. The system does not stabilize at a lower level. It
continues to descend, accelerating as the remaining institutional barriers are

removed.

The cross-national evidence is ambiguous on this question. Hungary's erosion
showed characteristics of a feedback loop in its early years (2010-2015) but eventually
stabilized as Orban's system reached a new equilibrium — authoritarian enough to
prevent genuine alternation, democratic enough to avoid international sanctions and
maintain EU membership. Turkey's erosion was accelerated by the feedback dynamics
of the post-2016 state of emergency but eventually found a floor defined by the limits
of Erdogan's institutional control. Venezuela's erosion was the clearest case of an
unchecked feedback loop, in which each step of institutional capture enabled further

capture until the system reached the tyranny basin.



What determines whether a feedback loop stabilizes or continues to accelerate?
The cross-national evidence suggests three factors: the presence of external
constraints (EU membership for Hungary, NATO for Turkey), the depth of remaining
institutional reserves (the military, the central bank, the federal system), and the
capacity of civil society to maintain independent organizational capacity even as the
formal institutional architecture degrades. The United States scores well on all three
factors — a source of cautious optimism, but not a guarantee that the feedback loop, if

it is one, will stabilize before reaching a level that causes irreversible damage.

Historical Comparisons: What the Precedents Tell Us

The search for historical analogues is both irresistible and treacherous. Every
comparison illuminates something; every comparison distorts something else. The

most commonly invoked parallels range from the instructive to the misleading.

Case Study: France's Fourth Republic, 1946-1958

The French Fourth Republic collapsed in 1958 under the weight of colonial crisis,
governmental instability, and a military that was no longer willing to support
civilian authority. Charles de Gaulle was summoned from retirement to create
the Fifth Republic — a new constitutional order with a dramatically strengthened
presidency. The transition was democratic in form (approved by referendum) but
authoritarian in substance (de Gaulle governed by decree for months, rewrote the

constitution to his specifications, and subordinated the legislature).

The analogy is instructive because France in 1958 was a wealthy, established
democracy with deep institutional traditions that nonetheless underwent a
fundamental constitutional transformation. The Fifth Republic ultimately
recovered its democratic character, but the recovery took decades and required

de Gaulle's own resignation in 1969.

Lesson: Democratic crisis in a wealthy, institutionally deep country can lead not
to permanent autocracy but to a constitutional reboot — a painful, disorienting
transformation that preserves democratic DNA even as it rewrites the

constitutional code.
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Case Study: Venezuela, 1998-2012

Venezuela's descent from a consolidated democracy (L=78 in 1998) to an
authoritarian regime (L=22 by 2012) unfolded over 14 years at an average
velocity of -4.0 per year. Hugo Chavez used a constitutional rewrite, media
capture, judicial packing, and the weaponization of oil revenues to systematically
dismantle institutional checks. The decline was initially masked by high oil
prices and redistributive social spending that maintained popular support even

as institutional quality deteriorated.

The comparison with the US is limited by the vast difference in institutional
depth and democratic tenure. Venezuela had been a democracy for
approximately 40 years when Chavez took power; the US has been one for 248.
Venezuela's GDP per capita at the onset was approximately $6,000; the US figure
is $85,000. Venezuela lacked an independent federal system; the US has 50 state

governments.

Lesson: Velocity alone does not determine outcomes. Institutional depth,
democratic tenure, and wealth all moderate the relationship between decline
speed and ultimate destination. The US has structural advantages that Venezuela
lacked, but it also faces a velocity of decline that is comparable to Venezuela's

early years.



Case Study: France's Third Republic, 1936-1940

A second French analogy, less commonly invoked but arguably more relevant, is
the collapse of the Third Republic between 1936 and 1940. France in the late
1930s was a wealthy, established democracy (65 years old) with deep
institutional traditions, but it was also a democracy under severe internal stress:
polarized between left and right, paralyzed by legislative gridlock, and losing
confidence in its own institutions. The velocity of democratic decline was rapid
but disguised by the formal continuity of republican institutions. When the
external shock of German invasion arrived in 1940, the institutional architecture
— already hollowed out from within — collapsed almost instantaneously. The
Vichy regime that replaced it was not imposed by Germany alone; it was
embraced by substantial elements of the French political establishment who had

lost faith in the republic.

Lesson: External shocks do not cause institutional collapse in healthy
democracies. They expose and accelerate collapse that was already underway.
The question for the US is not whether an external shock will arrive — it will,
eventually — but whether the institutional architecture will be strong enough to

withstand it when it does.



Case Study: Weimar Germany — The Misleading Analogue

The Weimar analogy is emotionally powerful and analytically weak. Weimar
Germany was a young democracy (14 years old) with no democratic tradition,
facing economic catastrophe (hyperinflation followed by depression), with a
military that was actively hostile to the democratic order, in a society that had
never developed democratic political culture. The United States in 2026 is a 248-
year-old democracy with the world's largest economy, a military that scores 80
on institutional resilience, and a deeply embedded (if currently strained)

democratic culture.

Every factor that enabled Weimar's collapse is absent in the American case. The
comparison is not just inaccurate; it is counterproductive, because it encourages
a binary frame (democracy vs. fascism) that obscures the more likely outcome:

gradual institutional degradation within a formally democratic framework.

Lesson: The danger is not 1933. It is competitive authoritarianism on the
Hungarian model — a system that holds elections, maintains a market economy,
and preserves civil liberties for the compliant while systematically
disadvantaging opposition. This outcome is less dramatic than fascism but
potentially more durable, because it maintains enough democratic form to resist
the kind of international opprobrium and domestic mobilization that outright

dictatorship would provoke.

The Institutional Erosion Pattern

Cross-national models treat institutions as a single composite. But the American
system is a federation of institutions with wildly varying levels of resilience.
Understanding which institutions are holding and which have already been

compromised matters more than any aggregate score.
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Table 14.2. Institutional Resilience Scorecard (February 2026)

Institution Score Assessment

Strongest stabilizer. Apolitical tradition intact. Officer corps identity built
US Military 80/100 around oath to Constitution. Post-Vietnam professionalization reforms

endure. Jan. 6 refusal to participate was historically significant.

Under pressure but operationally independent. Interest rate decisions

Federal still follow internal models. Rhetorical assault on independence has
Reserve created chilling effect. Market participants pricing in "Fed capitulation”
premium.

Federalism provides redundancy unmatched in any other backsliding
State case. Active resistance through litigation and regulatory divergence.
Governments Weakness: federal preemption can override, and many states

experiencing their own erosion.

Among the densest and most resourced in the world. But the space is
Civil Society shrinking: tax-exempt status weaponized, universities face funding

threats, legal advocacy treated as partisan activity.

Structural independence constitutionally intact (life tenure, salary

protections). But ideological composition shifted through legitimate
Federal Courts 45/100 } ) ) ] ) ) ]
appointments. Rulings increasingly aligned with executive preferences on

separation-of-powers questions.

Weakest link. House oversight subordinated to partisan objectives. Senate

confirmation process a rubber stamp. Cross-partisan coalitions effectively
Congress 32/100 . . .
ceased. Appropriations power ceded through continuing resolutions and

executive impoundment.

The institutional picture is uneven, not uniform. The military (80) and the Federal
Reserve (65) are genuine stabilizers that the cross-national model underweights.
Congress (32) and the courts (45) are genuine weaknesses that no amount of structural
advantage can fully compensate for. Any assessment that collapses these into a single

number is losing critical information.

The scorecard reveals something that an aggregate number obscures: the erosion is
not uniform. It is concentrated in the institutions that depend on norms rather than
structure for their independence. The military's apolitical character is enforced by a
deep professional culture, a separate judicial system (the UCMJ), and a century of
institutional tradition that makes political interference personally costly for military
leaders. Congress's independence, by contrast, depends entirely on the willingness of

individual members to exercise their constitutional prerogatives against co-partisan
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presidents — a willingness that has evaporated under the pressure of polarized
primary elections, nationalized media ecosystems, and the sorting of the American
electorate into two camps that view the other as an existential threat. The pattern
suggests that institutions whose independence is embedded in culture are more
resilient than those whose independence depends on choice. This is a finding with
implications for institutional design: the post-crisis reform agenda should focus not
only on codifying norms into law but on building institutional cultures that make norm

violations personally costly, as the military has done.

The uneven pattern also tells us something about the type of erosion under way. In
the cross-national dataset, countries where the legislature is the weakest institution
tend to follow a particular path: executive power expands to fill the vacuum left by
legislative abdication, and the courts become the next battleground. Countries where
the military is the weakest institution follow a very different path: the erosion often
culminates in a military intervention, either to accelerate the slide toward dictatorship
or (less commonly) to arrest it. The American pattern — legislative weakness combined
with military strength — is most consistent with the Hungarian model: a gradual
concentration of executive power within a formally democratic framework, checked
not by the legislature (which has been co-opted) but by the structural constraints of
federalism, the independence of the central bank, and the apolitical culture of the
armed forces. This is a less dramatic form of erosion than a military coup, but
potentially more durable, because it does not trigger the kind of international response

or domestic mobilization that an overt break with democracy would provoke.

The Scorecard in Cross-National Context

When Hungary's democratic erosion began in 2010, its institutional scorecard was
roughly: Military 60, Central Bank 55, Courts 50, Parliament 30. The US scorecard today
(Military 80, Fed 65, Courts 45, Congress 32) shows a similar pattern but at a higher
absolute level. The higher starting points for the military and central bank are the key
structural advantages that the cross-national model misses — and the reason the US is

more likely to stabilize as a hybrid regime than to progress to outright dictatorship.

The Eight-Step Mapping: Where Does the US Sit?

The eight-stage model developed in Part I provides a framework for locating the United

States on the erosion continuum. The consensus placement, after the audit's
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recalibration, is somewhere in Stages 2—4, with active debate about whether Stage 4

has been reached.

Stage 1 (Norm Erosion) is clearly in the rearview mirror — the degradation of
democratic norms began in the mid-2010s and has long since progressed beyond
informal norm-breaking. Stage 2 (Institutional Stress) describes the period from
approximately 2017 to 2023, when institutions were under pressure but still largely
functional. Stage 3 (Democratic Erosion) characterizes the current situation under the
more conservative index readings: press freedom declining, judicial independence
under strain, legislative oversight weakened, but elections still procedurally intact and

the formal structures of democracy still standing.

The debate centers on Stage 4 (Competitive Authoritarianism), which describes a
system in which democratic institutions exist in form but have been sufficiently
hollowed out that the playing field is structurally tilted. Under V-Dem's assessment,
the US has entered this territory. Under Freedom House's, it has not. The difference
hinges on how much weight one places on the formal existence of elections versus the
informal conditions that determine whether elections can produce genuine alternation

of power.

Stage 4 is analytically important because it marks a qualitative threshold: the point
at which democratic erosion becomes self-reinforcing through institutional channels.
At Stages 1 through 3, the democratic infrastructure remains functional enough that
an election can produce alternation of power, an incoming government can reverse the
erosion, and the system can self-correct. At Stage 4, the playing field has been tilted
sufficiently that alternation becomes structurally difficult — not impossible, but no
longer the expected outcome. Gerrymandered districts, a captured judiciary, a
politicized civil service, media consolidation under sympathetic ownership, and the
weaponization of state power against opposition create conditions in which the
incumbent coalition can lose a majority of the public's support and still retain power.
Hungary has operated in this territory since approximately 2014; Orban's Fidesz has
won three consecutive supermajorities with approximately 49-53% of the vote, a feat

that would be impossible under a neutral institutional framework.

The question of whether the US has crossed this threshold is genuinely debatable
as of early 2026. The evidence that suggests yes: the gerrymandering of House
districts that gives one party a structural advantage, the ideological capture of the

Supreme Court through legitimate but norm-breaking appointment strategies, the
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weakening of the Voting Rights Act through judicial decisions that removed
preclearance requirements, and the emerging pattern of executive impoundment that
transfers the power of the purse from the legislature. The evidence that suggests no:
the 2024 election was conducted without significant procedural irregularities, the
opposition party retains competitive strength in most state-level races, and the
institutional infrastructure for free elections — while under pressure — remains largely

intact.

What is not seriously argued by any credible analyst is that the US has reached
Stage 5 or beyond on any measure except the PTI's most aggressive scoring. The
audit's recalibration explicitly rejected the L=48 point estimate that would place the
US in Stage 5-6 territory, finding it below the credible range established by the multi-
index mean of 76.6.

Velocity and Institutional Response Time

The central risk is not where the US currently sits on the eight-step scale. It is whether the
velocity of decline exceeds the institutional immune system's response time. Courts take
months to rule. Legislative processes take years. Constitutional amendments take
decades. If the velocity of institutional change exceeds the speed at which these
countermeasures can be deployed, the stage classification becomes a trailing indicator —
by the time the assessment catches up, the country has already moved further down the

scale. This is why velocity, not position, is the variable that matters most for forecasting.

244



CHAPTER FIFTEEN

Probability Cones and Scenarios

Mapping the plausible futures — and what each one means for markets, alliances,
and the global order

"Prediction is very difficult, especially if it's about the future.”

— Niels Bohr (attributed)

W e don't predict the future. But we can map the probability landscape. The
recalibrated AR(1) model — stripped of the inflated volatilities that produced
the thesis's original 62% tyranny probability, and grounded in data-driven parameters
validated by the independent audit — generates a probability cone for US governance
trajectories from 2026 to 2040 that is dramatically narrower and more reassuring than
the original projection. The median outcome is not dictatorship. It is not even
permanent hybrid-regime status. It is a slow, uneven climb back toward the
democratic equilibrium, driven by the powerful force of mean reversion. But "more
reassuring" is not the same as "reassuring." The cone is wide enough to encompass
outcomes that range from genuine democratic recovery to extended institutional
degradation, and the distinction between these outcomes will be determined by

decisions and events that have not yet occurred.
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The Probability Cone

The recalibrated Monte Carlo simulation, using the audit-validated AR(1) model with
data-driven volatilities, produces the following probability distribution for US Liberty

scores at 2040, starting from the mid-range estimate of approximately L=65:

Model Parameters (Phase 5 Recalibration)
Model: L(t+1) = 3.56 + 0.956 - L(t) + 0 - ¢, where € ~ N(0,1)

Equilibrium: L* = 80.9 (the score toward which the model's mean reversion dynamics

pull)

Data-driven volatility: o = 0.45-4.45, depending on stage (vs. the thesis's stipulated o =
3-8, which was refuted by the audit as 2—-7x too high at every stage)

N = 10,000 simulations, seed = 42

The cone narrows substantially compared to the original thesis. The 95% confidence
interval at 2040 spans approximately L=52-85 (starting from L=65), compared to L=2—-82
under the original inflated parameters. Mean reversion toward 1.*=80.9 is the dominant

dynamic.

The cone's shape tells a story. It fans out initially, reflecting the genuine uncertainty
about near-term trajectory, then narrows as mean reversion begins to dominate. The
median path rises slowly but persistently, pulled upward by the equilibrium force
inherent in the autoregressive model. This is not wishful thinking — it is a statistical
regularity observed across 91 countries and 225 years. Countries that have been
democratic for a long time tend to return to democracy after periods of erosion. The

base rate is strongly in favor of recovery.

The cone also tells us something important about what the original thesis got
wrong. The original Monte Carlo simulation, using stipulated volatilities of 3—8 (which
the audit found to be 2—7x too high at every stage), produced a 95% confidence interval
at 2040 that spanned L=2-82 — a range so wide as to be analytically useless, and one
that included a 62% probability of reaching the tyranny threshold. The recalibrated
cone, using data-driven volatilities, produces a 95% interval of approximately L=52-
85. The difference is profound. The original cone said "anything is possible." The
recalibrated cone says "recovery is the most likely outcome, but the range of

uncertainty is still wide enough to include some deeply uncomfortable possibilities."
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A critical sensitivity to note: these projections assume a mid-range starting point of
approximately L=65. Starting from L=84 (Freedom House), the cone is even more
optimistic — the median trajectory returns to L=80+ within a few years. Starting from
L=48 (PTI), the cone is more concerning — the median trajectory reaches only L=65 by
2040, and the 5th percentile remains below L=52. The choice of starting point is not a

minor technical detail. It is the single largest driver of the projection differences.

But base rates are averages. And the US, by definition, is not average. What follows
is a decomposition of the probability cone into four distinct scenarios, each with its
own internal logic, trigger conditions, and implications. The probabilities assigned to
each scenario are judgment calls informed by the quantitative model but not derived
from it mechanically. They reflect the author's assessment of the likelihood of the

specific institutional and political conditions that would produce each outcome.

Scenario 1: Institutional Recovery (25% probability)

Liberty score trajectory: rises to L=70+ within a decade

In this scenario, the institutional immune system activates. The 2026 or 2028 elections
produce a change in political control that slows or reverses the erosion process. Courts
reassert independence. Congress recovers its oversight function. The administrative
state's independence is restored through legislative codification of norms previously
maintained by convention. Civil society, energized by the crisis, emerges stronger and

more mobilized than before.

This is not a fantasy. It has historical precedent. Poland's democratic recovery after
the PiS era demonstrates that even significant institutional damage can be reversed
when electoral alternation occurs and incoming governments prioritize institutional
restoration. The Watergate crisis in the 1970s led to a wave of institutional reforms —
the War Powers Resolution, the Ethics in Government Act, the Foreign Intelligence
Surveillance Act — that strengthened democratic accountability beyond its pre-crisis

baseline.

The recovery scenario requires several conditions: electoral integrity sufficient to
produce genuine alternation, elite defection from the authoritarian coalition, and
sustained public mobilization. It also requires something less often discussed:
institutional memory. The career civil servants who were removed, the inspectors
general who were fired, the norms that were broken — these can be restored, but only

if the people and institutions that remember how they worked are still available.
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Institutional knowledge decays rapidly when the people who carry it leave. This is why
the timeline matters: recovery after 5 years of erosion is qualitatively different from
recovery after 15 years, because the institutional memory is still fresh in the shorter

case and largely lost in the longer one.

The recovery scenario is more likely if the economy weakens (creating the political
conditions for alternation), if key institutions — particularly the military and the
Federal Reserve — maintain their independence through the stress period, and if the
opposition develops a coherent governance platform that appeals beyond its base. It is
less likely if the institutional erosion continues long enough to normalize the new
arrangements, or if the opposition fragments into ideological factions that cannot

cooperate on institutional restoration.

Market implications of Scenario 1

Treasury yields remain in the 3.5-5.0% range. Dollar reserve status stabilizes at
approximately 55% of global reserves. US equity risk premium compresses. Alliance
structures in NATO and the Pacific stabilize. The governance-yield gap closes from the

governance side (institutional improvement) rather than from the yield side (repricing).

Scenario 2: Managed Decline (40% probability)

Liberty score trajectory: slow erosion to L=55-65, hybrid regime stabilizes

This is the most likely scenario and, not coincidentally, the most historically familiar. It
describes a gradual settling into a lower-quality governance equilibrium — a regime
that maintains the formal structures of democracy (regular elections, an independent
judiciary in name, a free press in law) while systematically tilting the playing field in
favor of the incumbent coalition. Hungary under Viktor Orban is the clearest
contemporary analogue: elections happen, the opposition exists, the courts function,
but the structural advantages of incumbency are so large that genuine alternation

becomes extremely difficult without an external shock.

In this scenario, the United States does not become a dictatorship. It becomes a
flawed democracy with authoritarian characteristics — what political scientists call a
"competitive authoritarian" regime. The distinction matters enormously for daily life:
civil liberties are constrained for politically active citizens but largely untouched for

the compliant majority. Journalists who investigate the government face legal
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harassment and funding pressure, but they are not imprisoned. Opposition parties can
compete for office, but the gerrymandered districts, captured regulatory apparatus,
and tilted media landscape make victory extremely difficult. The courts still rule, but
their composition and the precedents established during the erosion period
systematically favor executive power. The economy continues to function, driven by
the private sector's resilience and the country's enormous structural advantages.

Markets remain broadly stable, though the governance risk premium slowly increases.

What makes this scenario insidious is precisely its stability. A managed decline to
the hybrid zone is not a crisis that demands urgent response. It is a new normal that
gradually adjusts expectations downward. Americans who grew up expecting
independent courts, a free press, and effective legislative oversight would find these
institutions diminished but not destroyed — present enough to provide the appearance
of democratic accountability, absent enough that the substance is hollow. The political
scientist Steven Levitsky has described this as "democracy without guardrails" — a
system in which the formal rules still exist but the informal norms that gave them

meaning have eroded.

The 40% probability assigned to this scenario reflects both the historical base rate
(managed decline is the modal outcome for countries experiencing democratic erosion
at the US's level) and the specific structural factors that make the US uniquely likely to
settle into a stable hybrid equilibrium rather than continuing to slide. The military's
apolitical tradition, the Federal Reserve's operational independence, the redundancy
of the federal system, and the depth of American civil society all act as braking
mechanisms that slow the descent and create a floor — albeit a floor substantially

below the country's historical level.

The duration of the managed decline phase is the critical variable. In Hungary, it
has persisted for 15 years and shows no sign of ending. In Turkey, it has lasted over a
decade and deepened rather than stabilized. The cross-national data suggests that the
median duration of a hybrid regime equilibrium is approximately 14 years, with a wide
distribution: some countries recover in 5-8 years (Poland, 2015-2023), while others
settle into hybrid status for decades (Singapore, Malaysia). The question for the United
States is whether the structural advantages that create the floor also create the
conditions for eventual recovery — or whether the same advantages that prevent

outright dictatorship also prevent the kind of dramatic crisis that catalyzes reform.
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Market implications of Scenario 2

Treasury yields drift to 5.5-7.0% over 5-10 years as the governance risk premium slowly
materializes. Dollar reserve share declines gradually to 45-50% by 2040. The 3-12 year
repricing lag documented in the cross-national data begins to close. Alliance structures
weaken but do not collapse. Capital allocation shifts incrementally toward European and
Asian safe assets. This scenario is the one most consistent with the sterling precedent: a
15-30 year period of gradual erosion in which the reserve currency status declines in

stages rather than all at once.

Scenario 3: Accelerated Erosion (25% probability)

Liberty score trajectory: drops to L=45-50, event horizon crossed

In this scenario, the institutional braking mechanisms fail. The 2026 midterm
elections are conducted under conditions that measurably tilt the playing field; the
courts do not or cannot intervene effectively; the Federal Reserve loses its operational
independence under sustained political pressure; and the velocity of decline, rather

than decelerating, continues at or above its current rate.

This is the scenario in which the event horizon — the threshold below which self-
correction through normal democratic channels becomes historically improbable — is
crossed. The concept of the event horizon, as discussed in Part II, is not a sharp line
but a range (L=50-60, modulated by democratic tenure and wealth), and the audit
recalibrated the specific threshold to approximately L=52-55. Below this level, only
3% of countries in the historical dataset have recovered to L=70 or above without
external pressure or elite rupture. The concept is empirically grounded: the nonlinear
drop in reversal probability is a genuine feature of the data, not a theoretical construct

imposed on it.

At L=45-50, the US would be in territory from which only 54% of countries in the
full historical dataset have eventually returned to L=70 or above — and "eventually"
can mean 20 or more years. The recovery dataset provides grounds for both alarm and

cautious hope:



Table 15.1. Historical Recovery Rates by Starting Band

Starting Band % Recovered to L=70 Median Recovery Time % Still Below L=70 After 20 Years
L =75-85 91% 6 years 4%

L =65-75 82% 11 years 9%

L =55-65 14 years 16%

L =45-55 18 years 28%

L =35-45 31% 22+ years 47%

Note: These are global averages that include both countries with and without the structural advantages the US possesses. US-specific
factors (wealth, democratic tenure, institutional depth) probably push the recovery probability toward the higher end of the range for any
given Liberty score. But the post-2006 structural break means that contemporary reversal rates are substantially lower than the full
historical average.

The trigger conditions for this scenario include: sustained non-compliance with
court orders, politicization of the military's senior leadership, constitutional crisis over
federal-state authority, or an external shock (economic recession, international
conflict, pandemic) that provides the pretext for emergency measures. Any one of
these could be absorbed by the system. A combination of two or more would likely

overwhelm the remaining institutional defenses.

Market implications of Scenario 3

Treasury yields reprice sharply to 8-12% as the reserve currency premium erodes.
Dollar share of global reserves drops below 45% within five years. US equity market
undergoes significant de-rating. Capital flight intensifies. Alliance structures fracture,
with NATO allies hedging toward alternative security arrangements. The repricing, when
it comes, is likely to be non-linear: stable for an extended period, then rapid once a

tipping point is reached.

Scenario 4: Systemic Crisis (10% probability)

Liberty score trajectory: rapid collapse triggered by shock event

This is the tail risk scenario — the one with the lowest probability but the highest
impact. It describes a situation in which a triggering event (constitutional crisis,
military confrontation, financial system shock, or a contested election that produces
dueling claims to legitimacy) interacts with the already-weakened institutional

architecture to produce a cascade failure. The mechanism is familiar from other
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complex systems: redundancy masks vulnerability until a shock arrives that
simultaneously overwhelms multiple backup systems. The financial crisis of 2008
demonstrated this pattern in banking; the question is whether a similar dynamic could

operate in the political system.

The systemic crisis scenario does not necessarily lead to permanent autocracy. The
French precedent suggests that even a constitutional breakdown in a wealthy,
institutionally deep country can ultimately resolve in a democratic direction — but the
resolution can take decades, and the interim period is characterized by concentrated
executive power, suspended civil liberties, and the rewriting of the constitutional
order. If the French analogy holds, the United States might be heading not toward
permanent dictatorship but toward what we might call a "Sixth Republic" — a
transformed constitutional order that concentrates executive power, weakens
legislative independence, and redefines the relationship between federal and state
authority. Such an outcome would be profoundly disruptive without being

permanently autocratic.

The specific trigger conditions that could precipitate this scenario include: a
contested 2028 presidential election that produces dueling claims to legitimacy
(echoing the 2020 crisis but without the institutional defenses that contained it); a
confrontation between federal and state authorities that escalates to the use or threat
of military force; a financial crisis that triggers emergency economic measures and the
suspension of normal governance processes; or an international military
confrontation that provides the pretext for wartime executive authority. Each of these
triggers has a low individual probability, but they are not independent — institutional
erosion increases the probability of each, and the occurrence of any one increases the

probability of the others.

We assign this scenario only 10% probability because the structural advantages
discussed throughout this chapter — the military's apolitical tradition, the depth of
American federalism, the sheer wealth and institutional complexity of the system —
make a sudden collapse qualitatively different from the gradual erosion scenarios.
Cascade failures in complex systems are rare precisely because complexity creates
redundancy. But they are not impossible, and the tail risk is real. A 10% probability of
a systemic crisis in the world's largest economy and most powerful democracy is not a

reassuring number. It is a number that demands serious contingency planning.
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The Reserve Currency Question

Woven through all four scenarios is the question of the dollar's reserve status — the
single most consequential variable for the global implications of the American case. As
explored in Part III, the governance-yield model estimates that reserve currency status
compresses US borrowing costs by 200-580 basis points over a five-to-ten-year
horizon. The reserve premium functions as a structural buffer that delays the financial
consequences of institutional erosion — but does not eliminate them. The historical
evidence, drawn from the only comparable precedent (the sterling transition),
suggests that the delay can be measured in decades but that the eventual repricing,

when it comes, can be abrupt and destabilizing.

The sterling precedent is instructive. Britain's loss of reserve currency status
unfolded over approximately 40 years (1914-1956), with sharp accelerations around
catalytic events: World War I, the 1931 abandonment of the gold standard, World War
I1, and the 1956 Suez crisis. Sterling's share of global reserves declined gradually for
decades, then dropped sharply when a geopolitical shock exposed the gap between
Britain's financial claims and its institutional reality. The key insight from this history
is that reserve currency transitions are not smooth processes. They proceed in steps:
long periods of gradual erosion punctuated by sharp discontinuities around events
that force market participants to reassess their assumptions about institutional

stability.

Applied to the US, this precedent suggests a timeline measured in decades rather
than years. The dollar's share of global reserves has already declined from 72% in
2000 to approximately 58% in 2025 — a gradual erosion that predates the current
democratic stress test and reflects structural diversification by central banks rather
than a crisis of confidence. The BRICS+ payment system development, the expansion
of bilateral currency swap agreements, the increasing use of the Chinese yuan in
commodity transactions, and the European Central Bank's growing role as a backstop
for euro-denominated sovereign debt are all incremental signals. None individually is
decisive. Together, they describe an environment in which the exorbitant privilege that
has underwritten American fiscal policy for 80 years is becoming, slowly but

measurably, less exorbitant.

The question is whether the institutional erosion documented in this Part
accelerates that decline or merely continues a trend that was already underway. Under

Scenario 1 (recovery), the dollar's reserve share stabilizes at approximately 55% and



the governance-yield gap closes through institutional improvement. Under Scenario 2
(managed decline), the share drifts toward 45-50% over a decade — manageable, but a
meaningful reduction in the fiscal space available to the US government. Under
Scenarios 3 and 4, the decline could accelerate sharply, particularly if a catalytic event
(a constitutional crisis, a sovereign debt ceiling confrontation that shakes market
confidence, or a geopolitical humiliation on the scale of Suez) exposes the gap between

the dollar's pricing and the institutional reality.

The specific yield signal to watch is not the absolute level of Treasury yields but the
spread between 10-year US Treasuries and a basket of AAA-rated sovereign bonds
(German Bunds, Swiss government bonds, Australian government bonds). A widening
of this spread beyond 100 basis points without a corresponding interest rate
differential would be the market's first acknowledgment of institutional risk — the

canary in the coal mine for the reserve currency premium.

Case Study: The Sterling Precedent (1914-1956)

Phase 1: Gradual erosion (1914-1931). Sterling's share of global reserves
declined slowly as the British economy weakened relative to the United States.
The process was masked by Britain's continued role as the center of the

international financial system and by the absence of a fully developed alternative.

Phase 2: Crisis acceleration (1931-1945). The abandonment of the gold
standard in 1931 was the first sharp break. World War II further accelerated the
shift, as Britain's external debts mounted and the US emerged as the

unambiguous economic hegemon.

Phase 3: Formal transition (1944-1956). Bretton Woods in 1944 formalized
what had been obvious for a decade: the dollar had replaced sterling as the
world's primary reserve currency. The Suez crisis of 1956 was the final catalytic
event, exposing the gap between Britain's imperial pretensions and its actual

geopolitical weight.

Lesson for the US: Reserve currency transitions are gradual processes
punctuated by sharp discontinuities around geopolitical shocks. The transition
takes 15—-30 years, not 15-30 months. But the acceleration, when it comes, can

be abrupt and destabilizing.

254



The most likely scenario is not the worst one. But the worst one is not
impossible. And the distance between Scenario 2 (managed decline, 40%
probability) and Scenario 3 (accelerated erosion, 25% probability) is
measured not in years but in institutional decisions that have not yet been
made.

What Each Scenario Means for the Global Order

The implications extend far beyond American borders. The United States is not merely
another data point in the democratic backsliding dataset. It is the architect and
guarantor of the post-1945 liberal international order, the issuer of the world's reserve
currency, the security patron of the democratic alliance system, and the host of the
world's deepest financial markets. American institutional erosion, depending on
which scenario unfolds, could range from a manageable nuisance for the global order

(Scenario 1) to an existential shock to the international system (Scenario 4).

Under Scenario 1 (recovery), alliances stabilize, trade architectures endure, and the
dollar's primacy is reaffirmed. NATO's credibility, which depends fundamentally on
the perception that the United States is a reliable treaty partner, recovers from the
erosion of recent years. The institutions of global governance — the World Bank, the
IMF, the WTO, the UN Security Council — continue to function with American
leadership, however imperfect. Financial markets price in the recovery, and the

governance-yield gap closes from the governance side.

Under Scenario 2 (managed decline), the world experiences a slow, managed
transition toward a more multipolar system — disorienting but not catastrophic. US
allies begin hedging their security arrangements, building European defense capacity,
strengthening the Quad in the Indo-Pacific, and diversifying their reserve holdings.
The dollar remains the dominant reserve currency but loses its monopoly position,
with the euro, yuan, and perhaps a basket alternative capturing a growing share.
International institutions continue to function but with diminished American
leadership and increased contestation from China, Russia, and the BRICS+ bloc. This is
a world that is messier, more contested, and more multipolar than the post-Cold War
order, but it is not a world in crisis. It is a world adjusting to a new distribution of

power.



Under Scenarios 3 and 4, the post-1945 order faces its most serious challenge since
its creation, and the question becomes whether the institutions of global governance
can function without the hegemon that built them. The answer from historical
precedent is: not well. The interwar period (1919-1939) demonstrated what happens
when the leading democratic power withdraws from international engagement — trade
collapses, alliances fracture, regional conflicts escalate, and authoritarian regimes fill
the vacuum. The structural conditions are different now (nuclear weapons, economic
interdependence, international institutions), but the basic dynamic of hegemonic

withdrawal producing systemic instability is a robust historical finding.

We return to these questions in Part V, where we examine the global implications of
the American case and the broader pattern of democratic recession. For now, the
central message of this chapter is that the probability landscape is wide, the most
likely outcome is an extended period of degraded democratic quality rather than either
rapid recovery or outright collapse, and the variables that will determine which
scenario actually materializes — the institutional tests of 2026-2028, the velocity

trajectory, the reserve currency dynamics — are still in play.

What to Watch: The Leading Indicators

The value of a probabilistic framework is not in its point estimates but in the forward-
looking indicators it identifies. Four domains will determine, over the next decade,

which scenario materializes.

Institutional tests, 2026-2028. The next two years are the critical window. Can the
Federal Reserve maintain rate-setting independence under political pressure? Will
federal courts enforce rulings against the executive, and will the executive comply?
Can the 2026 midterm elections be conducted under conditions comparable to 2024°?
Each of these tests will provide data that narrows the probability cone. A Fed that
bends, courts that are defied, or elections that are measurably tilted would shift

probability mass from Scenarios 1 and 2 toward Scenarios 3 and 4.

Bond market repricing timeline. The historical lag between institutional erosion
and sovereign yield repricing is 3—12 years. Applied to the US timeline, this suggests a
repricing window of 2028-2037. The complication is that the reserve currency
premium provides a "democratic discount" that could delay repricing by years or
decades — or could create a brittle equilibrium that snaps rather than bends when

confidence finally shifts.



Dollar reserve status trajectory. A gradual shift from 58% to 50% of global
reserves over a decade is a managed transition. A sharp drop below 50% in two to
three years would signal that the institutional erosion has crossed a threshold where
foreign central banks no longer view US governance as sufficiently stable for reserve

asset status.

Velocity: deceleration or acceleration? The single most important variable is the
simplest: is the decline slowing down or speeding up? If the post-2024 acceleration
was a step function, the 10-year averages are more informative and the recovery
probability is high. If it was the beginning of a feedback loop, the situation is
considerably more serious. The next 12 months of data will disambiguate between

these two interpretations.
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CHAPTER SIXTEEN

Counter-Arguments and Stress Tests

An honest analysis must confront the strongest arguments against it

"The test of a first-rate intelligence is the ability to hold two opposed ideas in the mind at the same
time, and still retain the ability to function.”

— F. Scott Fitzgerald

A n honest analysis must confront the strongest arguments against it. What follows
is not a ritual acknowledgment of opposing views, included for the appearance of
balance and then dismissed. It is a genuine attempt to evaluate the strongest
objections to the declining-democracy thesis, subjected to the same analytical rigor
that produced the thesis itself. Some of these counter-arguments are devastating.
Some require fundamental revisions to the framework. And some, when followed to
their logical conclusions, actually reinforce the concern they were meant to alleviate.
The independent audit that Cambridge Governance Labs conducted on its own work
tested 12 core claims against the thesis's own dataset. Of these, 4 were confirmed, 5
were refuted, and 3 were partially valid. This chapter presents the counter-arguments
and the audit findings together, because they tell the same story from different angles:

the direction of the thesis is correct, but the magnitude was overstated, and the



structural advantages of the American system are more significant than the original

analysis acknowledged.

Counter-Argument 1: The GDP Threshold

"Rich democracies don't die."

The argument: No democracy with a GDP per capita above $15,000 has ever collapsed
into sustained autocracy. The United States has a GDP per capita of approximately
$85,000 — nearly six times the supposed danger zone. The economic foundations of
American democracy are an order of magnitude above the historical threshold. Wealth
creates a middle class with stakes in institutional stability, and that middle class is a

democratic anchor.

Assessment: PARTIALLY VALID. The "Lipset threshold" is one of the most robust
findings in comparative politics. The correlation between wealth and democratic
stability is strong, persistent, and not obviously confounded. At $85,000 GDP per
capita, the US is so far above the historical danger zone that the comparison barely

applies.

But the argument has a weakness that deserves honest acknowledgment. The
sample of wealthy democracies that have been seriously tested is extremely small.
Perhaps high-GDP democracies have never collapsed because none has ever been
seriously tested, not because wealth provides actual protection. We may be in the
process of discovering whether the Lipset threshold is a causal relationship or a
statistical coincidence. The burden of proof falls on those who claim that this time is
different — but the lack of comparable historical cases means the proof cannot be

drawn from the historical record alone.

The audit's verdict: the thesis should incorporate wealth as a moderating variable,
not ignore it. A recalibrated model that conditions recovery probabilities on GDP per
capita produces substantially more favorable estimates for the US than the pooled

cross-national model that treats all countries as equivalent.



Counter-Argument 2: Democratic Tenure

"Old democracies are resilient."

The argument: Among countries that have maintained a Liberty score of 80 or above
for 25 or more years, 98% of decline episodes eventually reversed. The United States
has been continuously democratic for more than 240 years. The base rate for

permanent collapse in mature democracies is effectively zero.

Assessment: CONFIRMED as a strong stabilizer, but insufficient alone. The
historical record strongly supports this counter-argument. Long-standing
democracies have deep institutional roots, democratic political cultures, and self-
correcting mechanisms that younger democracies lack. The 98% reversal rate for

established democracies is a genuine finding, not an artifact.

The question is whether the current episode is within the distribution of normal
democratic stress-testing or represents a tail event. The honest answer is: we do not
know yet. The base rate says recovery is overwhelmingly likely. But the velocity of
decline is unprecedented in the dataset for a country of this tenure, which means we
are, by definition, in territory where historical base rates may not apply with full
confidence. Democratic tenure is a powerful protective factor. It is not an absolute

guarantee.

Counter-Argument 3: Mean Reversion

"Regression to the mean will take care of this."

The argument: Statistical mean reversion is a powerful force. Countries that score
below their long-run average on governance metrics tend to drift back toward that
average over time. The US long-run equilibrium in the AR(1) model is L*=80.9. The
model itself predicts recovery. This is not wishful thinking; it is a statistical regularity

observed across 91 countries and 225 years of data.

Assessment: TRUE for measurement noise, MISLEADING for structural change.
Mean reversion is real. The AR(1) model's equilibrium pull is a genuine statistical
regularity, and the median trajectory in the recalibrated probability cone points
upward precisely because of this force. The model is saying, in effect, that countries
like the United States tend to recover. The historical base rate strongly supports this

prediction.



But mean reversion describes the behavior of a system that is fluctuating around a
stable equilibrium. If the equilibrium itself has shifted — if structural changes to the
institutional landscape have moved the underlying attractor from L*=80.9 to some
lower value — then mean reversion toward the old equilibrium is not the relevant force.
The system would be reverting, but toward a different point. The key question is
whether the current erosion represents a temporary deviation from a stable
democratic equilibrium (in which case mean reversion applies and the model's
optimistic median trajectory is credible) or a structural shift toward a new, lower-
quality equilibrium (in which case mean reversion is still operating but pulling toward
L*=65 or L*=55 rather than L*=80.9).

The audit identified a post-2006 structural break in the data: using only post-2006
observations, the equilibrium and transition dynamics look substantially different
from the full 225-year sample. The post-2006 world — characterized by the rise of
social media, the polarization of democratic electorates, the emergence of illiberal
populism as a globally organized political movement, and the growing capacity of
capable autocracies to project influence — may represent a fundamentally different
environment for democratic politics than the post-Cold War period that preceded it. If

so, the full-sample AR(1) parameters may be systematically too optimistic.

This does not prove that the US is undergoing a structural shift. But it suggests that
the reassurance provided by mean reversion should be tempered by the recognition
that the underlying dynamics may have changed. Mean reversion is a force, not a

guarantee.

Counter-Argument 4: Military Loyalty

"The US military won't participate in coups."

Assessment: CONFIRMED as the strongest stabilizer in the American system. This
is the counter-argument that deserves the most weight. The US military scores 80 on
the institutional resilience scorecard — the highest of any American institution. The
officer corps' commitment to constitutional authority rather than personal loyalty has
been tested repeatedly and has held. January 6, 2021 was the most significant test,

and the military's refusal to participate was unambiguous.

In the cross-national dataset, military loyalty is the single most important
determinant of whether democratic erosion progresses to outright dictatorship. Where

the military maintains its apolitical character, erosion tends to stabilize as a hybrid
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regime. Where the military is politicized or captured, the descent to autocracy
becomes rapid and largely irreversible. The 20-point deduction from a perfect score
reflects the increasing politicization of defense appointments and rhetorical pressure

on military leadership, but the core institutional culture remains intact.

This counter-argument substantially reduces the probability of the worst-case
scenarios (3 and 4) while leaving the probability of managed decline (Scenario 2)
largely unchanged. The military can prevent a coup without preventing competitive

authoritarianism.

Counter-Argument 5: This Confuses Regime Type with Policy Disagreement

"You're measuring policy outcomes you disagree with, not institutional damage."

Assessment: THE STRONGEST METHODOLOGICAL OBJECTION. This counter-
argument deserves the most serious analytical weight. There is a real danger of
conflating "policies I oppose" with "democratic backsliding." The line between a
legitimate policy reversal and structural institutional damage is genuinely difficult to
draw, and reasonable people can disagree about where it falls. Deregulation is not
autocratization. Judicial appointments are not court-packing. Immigration
enforcement is not civil rights erosion. The democracy indices risk smuggling in

policy preferences under the guise of institutional measurement.

The distinction that must be drawn is between policy erosion and structural erosion.
Policy erosion refers to bad policy choices made within functioning democratic
institutions: voter suppression laws passed through normal legislative processes,
regulatory rollbacks enacted through legitimate administrative procedures, budget
cuts that reduce government services. These are reversible through the normal
democratic process of elections and legislation. They may be harmful, but they do not

damage the machinery of democracy itself.

Structural erosion is different. It refers to damage to the institutions that make
democratic self-correction possible: the removal of inspectors general who provide
independent oversight, the reclassification of career civil servants that allows political
loyalty to replace professional competence, the defiance of court orders that
undermines judicial authority, the impoundment of funds that transfers the power of
the purse from the legislature to the executive. These changes are not merely policies

that can be reversed by the next administration. They are alterations to the
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institutional infrastructure that determines whether the next administration will have

the tools to govern effectively.

Not every policy change is erosion. But not every act of erosion presents itself as
one. The test is whether the action is reversible by the next administration through
normal democratic processes, or whether it permanently degrades the institutional
capacity for democratic self-correction. A Liberty score that blends both policy and
structural erosion overstates the structural risk. The recalibrated framework must
distinguish these dimensions — and an honest assessment must acknowledge that
some of what the indices are capturing is policy disagreement rather than institutional

damage.

Counter-Argument 6: Measurement Artifacts

"The PTI may simply be wrong."

Assessment: FAIR, and the recalibration addresses this directly. The L=48-84 range
is wide, and the PTI's primary estimate of L.=48 was found by the audit to sit below the
credible range established by the multi-index mean of 76.6 (range 57-84). The audit
explicitly refuted the L=48 point estimate as a standalone claim, finding that it
reflected the PTI's aggressive weighting of recent institutional changes and its two-
year rolling window, which captures acute stress but may overstate the structural

depth of the erosion.

However, dismissing measurement concerns cuts both ways. If the indices that
produce higher scores are also subject to measurement limitations — slower update
cycles, methodological inertia, pro-Western bias — then the "true" score may lie closer
to the middle of the range than to either extreme. And if Freedom House has a pro-
Western bias — and there is a reasonable case that it does — then it overstates the US
score, not understates it. The bias argument, if accepted, makes the decline more
alarming, not less. A biased-in-favor-of-America index still recording America's

fastest-ever decline is a stronger signal, not a weaker one.

The recalibration table presented in Chapter 13 is the analytical response to this
concern: rather than arguing for a single number, it shows what follows from each
plausible number and identifies which conclusions are robust across the entire range.
The conclusions that survive the full range are: the direction is down, the velocity is
historically unusual for a consolidated democracy, and the institutional scorecard is

uneven. These findings are robust whether the true score is L=60 or L=80.



Counter-Argument 7: Federalism

"States can resist."

Assessment: PARTIALLY VALID. American federalism is a genuine structural
advantage that has no equivalent in any other country experiencing democratic
erosion. The redundancy of 50 state governments, many with their own constitutions,
court systems, and regulatory frameworks, creates a decentralized resistance

architecture that centralized authoritarian projects cannot easily overcome.

The limitation is that federalism's protective power is asymmetric. It is strong for
functions that are primarily state-controlled (education, policing, much of electoral
administration) and weak for functions that are primarily federal (foreign policy,
monetary policy, immigration, defense, trade). Federal preemption can override state
resistance on any issue that falls within Congress's constitutional authority — which,
after two centuries of Commerce Clause expansion, encompasses most of the
regulatory state. Moreover, many state governments are experiencing their own
erosion dynamics, with gerrymandered legislatures, captured judiciaries, and

weakened civil society creating mini-versions of the federal problem.

Federalism provides a partial floor, not a complete one. It can prevent certain forms

of centralized capture while doing little to address others.

Counter-Argument 8: Civil Society

"American civic culture is too strong."

Assessment: PARTIALLY VALID, but degrading. American civil society — the density
of NGOs, professional associations, religious institutions, labor unions, community
organizations, and activist networks — remains among the strongest in the world. This
is not a trivial advantage. In every historical case of democratic erosion that
progressed to autocracy, the destruction of independent civil society was a necessary

precondition. Where civil society has remained vibrant, erosion has tended to plateau.

But the space for independent civil action is measurably shrinking. Tax-exempt
status has been used as leverage against organizations perceived as politically hostile.
Universities face funding threats tied to political compliance. The ACLU, once a
consensus institution, now operates in an environment where legal advocacy itself is

treated as partisan activity. Professional associations have self-censored on politically
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sensitive issues. The question is not whether American civic culture is stronger than
average — it clearly is — but whether it is strong enough to withstand sustained,
coordinated pressure from a government that views independent civil society as an

obstacle rather than a partner.

What the Audit Found: 4 Confirmed, 5 Refuted, 3 Partial

The counter-arguments are one lens on the thesis's limitations. The independent audit
is another. Together, they provide a complete picture of what survived scrutiny and

what required revision.



Table 16.1. Thesis Audit Results: 12 Claims Tested

Claim

Liberty-Yield
relationship (B =
-0.35)

Great Decoupling (r:
0.79 = 0.57)

78% holdout

prediction accuracy

Extreme velocity

cataloging

Bistable dynamics
(two deep wells)

Markov property
(stage-only

transitions)

Shock volatility (o =
3-8)

62% tyranny
probability

Event horizon at

~12% recovery

US Liberty score = 48

US velocity = -18/yr

Treasury premium =
2,080bp

Verdict

Confirmed

Confirmed

Confirmed

Confirmed

Refuted

Refuted

Refuted

Refuted

Refuted

Detail

Reproduces exactly. Economically meaningful. Each 10-point

liberty decline adds ~350bp to borrowing costs.

Correlation breakdown between capability and liberty is real. 39

"capable autocracies" identified.

Real result, not overfitting. But only +5pp over naive persistence

baseline of 73%.

US decline stands out even at conservative 10-year standardized

estimates (-4.2/yr).

No evidence for bistable equilibria. Transitions are gradual, not
catastrophic. Upgraded to tristable model.

Direction of travel matters enormously. Path dependence must

be incorporated explicitly.

Actual data-driven values are o = 0.45-4.45. Original overstated

by 2-7x at every stage.

A phantom generated by inflated volatilities. Data-driven

estimate approximately 0%.

Concept valid but threshold recalibrated. Empirical event

horizon at L=52-55, recovery rate 3.0%.

Below credible range. Multi-index mean is 76.6 (range 57-84).

Recommended range: L=57-72.

Confirmed in 2-year window but cherry-picked. Standardized
10-year velocity: —4.2/yr. Direction and ranking correct;
magnitude overstated ~4x.

Insight valid: democratic erosion carries quantifiable sovereign
credit risk. But headline number overstated 3.5-10x. Defensible
range: 200-580bp over 5-10 years.

The Recalibration: From "Critical" to "Serious Erosion Requiring Vigilance"

The pattern across the audit results is clear: the architecture of the thesis survived —

the dataset, the relationships, the directional findings, the conceptual frameworks.

What did not survive were the specific numerical calibrations — the point estimates,



the volatilities, the probabilities. The thesis was more right about the world than about
its own parameters. This is a familiar pattern in quantitative research: the directional

insight is sound, but the precision claims outrun the data.

Consider the specific revisions the audit required. The US Liberty score moved
from a point estimate of L=48 to a credible range of L.=57-84. The decline velocity
moved from -18 per year (2-year window) to —4.2 per year (10-year standardized). The
tyranny probability moved from 62% to approximately 0%. The Treasury mispricing
moved from 2,080 basis points to 200—-580 basis points. The shock volatilities moved
from stipulated values of 3-8 to data-driven values of 0.45-4.45. In every case, the
direction is the same: the original thesis overstated the magnitude while correctly

identifying the trend.

The five refuted claims are not embarrassments to be minimized. They are the
mechanism by which the analysis improves. A thesis that survives an audit unchanged
was either trivially true or inadequately tested. The Political Topology thesis was
neither. It made bold claims, several of which were wrong, and the correction makes
the surviving claims more credible, not less. The audit's bottom line — "serious
democratic erosion requiring vigilance" — carries more analytical weight precisely
because it was arrived at by tearing down the thesis's weak claims rather than by

accepting them uncritically.

The recalibrated narrative shifts from '"critical instability zone" to "serious
democratic erosion requiring vigilance." This is not a retreat from urgency. It is a
refinement of precision. The distinction matters because the policy implications of
"critical instability" (emergency measures, immediate institutional intervention,
crisis-level mobilization) are very different from those of "serious erosion requiring
vigilance" (institutional strengthening, legislative codification of norms, sustained civil
society engagement, electoral mobilization within existing democratic frameworks).
Getting the calibration wrong in either direction has consequences: overstating the
crisis invites dismissal by those who compare the claims to observable reality and find
them exaggerated; understating it invites complacency by those who are looking for

reassurance that the system will self-correct without effort.

The counter-arguments don't make the problem disappear. They make it
smaller and more precise. And a precise understanding of a genuine problem
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is worth infinitely more than an exaggerated understanding of a phantom
one.

The Strongest Case Against — and What Survives It

If one assembles the strongest possible case against the declining-democracy thesis —
the GDP threshold, the democratic tenure, the military's apolitical tradition, the depth
of American federalism, the measurement uncertainty, and the force of mean

reversion — it would look something like this:

The United States is the wealthiest, oldest, and most institutionally complex democracy in
the world. It has survived a civil war, two world wars, the Great Depression, McCarthyism,
Vietnam, Watergate, and the financial crisis. Its military is apolitical, its federal system
provides 50 layers of democratic redundancy, and its civil society is dense and well-
resourced. The democracy indices are sensitive to measurement artifacts and update too
slowly to capture recovery. The most likely outcome, based on the overwhelming historical
evidence, is mean reversion to the democratic equilibrium. The probability of sustained
autocratic outcome is vanishingly small. The current stress, while real, is well within the
range of previous episodes that the American system has weathered and from which it has

emerged stronger.

This is a strong case. It is not, however, a complete one. It accounts for the structural
advantages but not for the velocity. It accounts for the base rates but not for the
unprecedented nature of the current episode within the established-democracy
sample. It accounts for the measurement uncertainty but not for the directional
consensus across all indices. And it accounts for the historical precedent of recovery
but not for the 3-12 year lag during which institutional damage accumulates, civil
liberties are constrained, and the playing field is tilted — damage that is real and costly

even if recovery eventually comes.
What survives the strongest counter-arguments is this:
First, the direction of decline is beyond dispute. Every index agrees.

Second, the velocity is historically unprecedented for a consolidated democracy of this

tenure, even at the most conservative estimates.
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Third, the institutional scorecard is uneven, with some institutions holding (military,

Fed) and others already compromised (Congress, courts).

Fourth, the structural advantages are real but untested against the specific pressures

the system currently faces.

Fifth, the most likely outcome is an extended period of degraded democratic quality —
not permanent autocracy, but a costly and painful interlude that may last 5-15 years

and whose duration depends on institutional decisions that have not yet been made.

The reader who finishes this Part should feel informed, not panicked. The data
supports concern, not despair. The structural advantages of the American system are
genuine and substantial. The counter-arguments are strong, and this analysis has
taken them seriously — not as a rhetorical gesture but as a genuine analytical exercise

that produced material revisions to the thesis.

But the velocity of decline is real, the institutional erosion is measurable, and the
historical precedents — while ultimately reassuring on the question of permanent
collapse — are sobering on the question of how long the damage can persist and how
much it costs while it does. The recovery dataset tells us that 71% of countries that fall
to the L=55-65 range eventually return to L=70 or above. But "eventually" has a
median value of 14 years. Fourteen years of degraded democratic quality means
fourteen years of constrained civil liberties, weakened institutional independence,
tilted electoral playing fields, and diminished accountability. That is not a trivial cost,

even if recovery is the eventual outcome.

And the recovery dataset also tells us something uncomfortable: the 29% who do
not recover. The countries that fall into the hybrid trap and stay there — settling into a
stable equilibrium of low-quality governance that is durable precisely because it
maintains enough democratic form to prevent the kind of crisis that would catalyze
change. Whether the United States joins the 71% or the 29% depends on decisions that

have not yet been made, by people who have not yet fully understood the stakes.

The American exception, in the end, is not that it cannot happen here. It is that it
has never happened to a country with these structural advantages. Whether those
advantages are sufficient is the question the next decade will answer. The evidence
presented in this Part cannot resolve that question. What it can do — and what it has
attempted to do — is map the terrain with enough precision that the people who will

make those decisions can do so with their eyes open.



In Part V, we turn from the American case to the global picture: the worldwide
pattern of democratic recession, the rise of capable autocracies, the Great Decoupling
between capability and liberty, and the implications for the international order that the
United States built and has, for 80 years, sustained. The question raised by this Part —
whether the American exception will prove to be a temporary deviation or a
permanent departure from the democratic trajectory — is not just an American
question. It is the central question of 21st-century geopolitics. And the answer,
whatever it turns out to be, will shape the world that everyone — American and non-

American alike — will inhabit for decades to come.

1 V-Dem (Varieties of Democracy), "Democracy Report 2025: Democracy Under Siege," University of Gothenburg. The
"electoral autocracy" reclassification reflects V-Dem's Liberal Democracy Index falling below the threshold V-Dem
uses to classify regime types.

2 Freedom House, "Freedom in the World 2025: The Global Expansion of Authoritarian Rule." The US score of 83/100
(scaled to L=84 in the PTI framework) represents the lowest score the US has received in the report's history but
remains in the "Free" category.

3 The institutional resilience scores are the author's assessment, drawing on V-Dem indicators, Freedom House sub-
indices, and observable institutional behaviors. They are presented as analytical estimates, not as outputs of a
validated model.

4 The eight-stage model is described in detail in Part I, Chapter 3. Stages range from 1 (Norm Erosion, the mildest) to
8 (Consolidated Autocracy, the most severe).

® The AR(1) model specification, data-driven volatility parameters, and Monte Carlo methodology are documented in
detail in the Thesis Audit (M10), available in the appendices. All code is written in Python 3.12 using only the
standard library to ensure full reproducibility.

6 The reserve currency premium estimate of 200-580bp over 5-10 years represents the audit's recalibrated range,
replacing the original estimate of 2,080bp which was found to be overstated by 3.5-10x.

7 The sterling precedent analysis draws on Eichengreen and Flandreau (2009), Schenk (2010), and Cairncross and
Eichengreen (2003). The 15-30 year timeline refers to the period from the initial signs of sterling's decline (circa
1914) to the formal transition to dollar dominance (Bretton Woods, 1944, through Suez, 1956).

8 The "4 confirmed, 5 refuted, 3 partial" summary refers to the independent methodological audit documented in
M10: "The Thesis Audit: What Survived Independent Scrutiny," Cambridge Governance Labs, February 2026.
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PART V

The Audit

What Survived Independent Scrutiny

271



CHAPTER SEVENTEEN

What Survived Scrutiny

The Empirical Bedrock

“The first principle is that you must not fool yourself — and you are the easiest person to fool.”

— Richard Feynman

T he most important thing a researcher can do is try to prove themselves wrong.
This is not modesty. It is not ritual self-flagellation designed to win the approval of
peer reviewers. It is the single most reliable method humanity has ever devised for
separating claims that are true from claims that merely feel true. And when the claims
in question concern the survival of democratic institutions, the trajectory of political
freedom across the planet, and the credit risk embedded in the sovereign debt of the

world’s largest economy, the obligation to test them is absolute.

This chapter, and the three that follow it, document what happened when we turned
the tools of this project against itself. The Political Topology thesis makes bold claims.
It asserts that political freedom can be modelled as a position in a mathematical
landscape. It identifies attractor basins, transition probabilities, and a critical
instability threshold below which democratic recovery becomes statistically
improbable. It links governance scores to sovereign bond yields with a specific

coefficient. It catalogues the velocity of democratic decline across ninety-one
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countries over two centuries and places the United States at a position of particular

concern.

Bold claims demand bold scrutiny. So we designed a four-phase, twenty-task audit
programme and executed it against the thesis’s own dataset — the same ninety-one
countries, 225 years, and 1,656 country-decade observations that underpin every
finding in Parts I through IV. The audit used Python standard library only — no scipy,
no statsmodels, no sklearn — to ensure that every calculation was transparent,
inspectable, and reproducible without dependency on any particular statistical
package. Where the thesis made a numerical claim, the audit tested it. Where the audit

found the claim wanting, we say so. Where it held, we quantify how strongly.

Twelve specific quantitative claims were tested. Each was scored on a three-point
scale: Confirmed, Partially Confirmed, or Refuted. The results were not what we hoped.

They were not what we feared. They were what the data demanded.

The Audit Methodology

The audit proceeded in four phases, each building on the findings of the last. Phase 1
focused on reproduction: could we regenerate the thesis’s headline statistics from the
raw data? This is the most fundamental test in quantitative research. If the numbers
do not reproduce, nothing else matters. Five tasks were dedicated to replicating the
core coefficients: the liberty-yield regression slope, the Great Decoupling correlation,
the holdout prediction accuracy, the velocity cataloguing, and the dataset summary

statistics. Each was tested against the original data files with no modification.

Phase 2 subjected the model’s assumptions to stress testing, including Markov
property tests, shock volatility estimation, structural break detection, and bootstrap
confidence intervals. This is where the audit moved from verification to challenge.
Reproduction asks: did you do the arithmetic correctly? Stress testing asks: do your
assumptions hold? The distinction matters because a perfectly executed calculation

based on false assumptions yields precise nonsense.

Phase 3 tested the strongest counter-arguments against the thesis — the objections
that, if sustained, would undermine its core narrative. We identified the five most
dangerous counter-arguments and gave each its best possible hearing: the policy-vs-
structural erosion distinction, mean reversion in long-standing democracies, the GDP
threshold, the measurement sensitivity of the US liberty score, and the base-rate

neglect in the tyranny probability calculation. The principle was adversarial: we
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argued against ourselves with the same vigour we would expect from our most severe

critics.

Phase 4 produced recalibrated estimates using only audit-validated parameters.
Every number that survived Phases 1 through 3 was retained. Every number that was
refuted was replaced with the data-driven alternative. The result was a recalibrated
thesis that could be stated with confidence — a version stripped of phantom precision

and rebuilt on verified foundations.

Table 17.1. Audit Design: Four Phases, Twenty Tasks

Phase Focus Tasks Key Method

Phase 1: Reproduce headline statistics . Exact replication of coefficients,
Reproduction from raw data correlations, holdout accuracy
Phase 2: Stress Test assumptions underlying . Markov tests, volatility estimation,
Testing the model structural break detection

Phase 3: Counter- Test strongest objections to the . Sub-sample analysis, GDP
Arguments thesis conditioning, tenure stratification
Phase 4: Produce revised estimates 5 Data-driven Monte Carlo, multi-
Recalibration with validated parameters index reconciliation

The methodology was deliberately austere. By restricting ourselves to the Python
standard library, we sacrificed statistical sophistication for transparency. Our
bootstrap confidence intervals use simple percentile methods rather than bias-
corrected and accelerated (BCa) bootstraps. Our Monte Carlo simulations use basic
random sampling rather than importance sampling. More sophisticated methods
might yield tighter confidence intervals, but they would not change the direction of any
finding. The point was reproducibility: anyone with a Python installation and the

dataset can verify every number in this audit.

A word on what this audit is not. It is not an external review. It is an internal stress
test conducted by Cambridge Governance Labs on its own work. The value lies not in
the independence of the auditor but in the rigour of the method. Academic work
operates on peer review. Market research operates on client challenge. The Political
Topology thesis exists in an uncomfortable space between the two: it makes
quantitative claims with policy implications, but had not yet been subjected to
systematic scrutiny. We decided to be the first to break it, so that we would know what
could be cited with confidence and what needed revision before anyone else had the

chance to break it for us.
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The question was not whether the thesis was interesting, or directionally
plausible, or narratively compelling. The question was whether the data
actually says what the thesis claims it says.

The Verdict at a Glance

Of the twelve claims tested, four were confirmed, five were refuted, and three were
partially valid. This is not a passing grade. But neither is it a repudiation. The pattern
in the results is instructive: the thesis’s architecture survived — the dataset, the
relationships, the directional findings, the conceptual frameworks. What did not
survive were the specific numerical calibrations — the point estimates, the volatilities, the
precise probabilities. The thesis was more right about the world than about its own

parameters.

4 3

Confirmed Partial

The distinction between architecture and calibration is worth dwelling on, because it
determines the trajectory of the project going forward. If the architecture had failed —
if the dataset were flawed, the core relationships spurious, or the conceptual
framework internally contradictory — the project would need to be abandoned. That is
not what happened. The dataset is sound. The liberty-yield relationship reproduces
exactly. The Great Decoupling is real. AR(1) persistence dominates stage models. The
tristable landscape with three attractor basins is empirically confirmed. These

findings form the skeleton of the thesis, and the skeleton is intact.

What failed was the flesh on the bones: the specific numerical values assigned to
shock volatilities, the precise liberty score attributed to the United States, the headline
tyranny probability, and the Treasury mispricing estimate. These are calibration
errors, not structural failures. They can be corrected by replacing stipulated values
with data-driven alternatives — which is precisely what the recalibration framework in
Chapter 19 does.
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Let us begin with what held up.

Confirmed Finding 1: The Dataset Is Real and Well-Constructed

Verdict: Confirmed

Claim: The Political Topology dataset comprises 91 countries, 225 years (1800-2025),
and 1,656 country-decade observations, constructed from Freedom House, V-Dem, Polity
IV/V, and the Fragile States Index.

Finding: The dataset reproduces exactly. No errors were detected in data construction.
The crosswalk between data sources achieves a 67% exact-match rate with Freedom
House classifications, with the largest deviations occurring for countries that different
indices assess differently (e.g., South Africa, A = 14 points; Turkey, A = 10 points). This is

a genuine contribution to the field.

This may seem like a low bar. It is not. Dataset construction is where most quantitative
projects in political science are most vulnerable, because the choices made during
construction — which countries to include, how to handle missing data, how to
crosswalk between indices with different scales and coverage periods — can
predetermine the results. The audit verified that the dataset is internally consistent,
that the crosswalk methodology is documented and reproducible, and that the
resulting panel covers sufficient geographic and temporal diversity to support the

claims built upon it.

The dataset spans twenty-eight European polities, fifteen from the Americas,
twenty from Asia, twenty-one from Africa, and seven from the Middle East and
elsewhere. The mean number of observations per country is 18.2, with liberty scores
ranging from 2 to 100 and a standard deviation of 29.7. The mean tyranny score is
44.8 (s.d. 23.1) and the mean chaos score is 16.8 (s.d. 12.4). The ternary constraint (L +
T + C = 100) holds by construction, with Tyranny computed as a residual — a limitation

we discuss in Chapter 18, but not an error in construction.

The crosswalk between Freedom House, V-Dem, and Polity deserves specific
attention. For the post-1972 period, the dataset uses the Freedom House aggregate
score directly. For the pre-1972 period, it relies on V-Dem and Polity, crosswalked to
the Freedom House scale using overlapping-period regression calibration. The 67%

exact-match rate means that one-third of observations exhibit some divergence from
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the standard reference point. Some of this divergence is by design — the Political
Topology Index incorporates institutional erosion signals that Freedom House updates
more slowly. But the divergence is real and should temper claims of precision,

particularly for individual country assessments.

Confirmed Finding 2: The Great Decoupling Is Real

Verdict: Confirmed

Claim: The historical correlation between national capability (measured by the Human
Capital Index) and political liberty has broken down, declining from r = 0.79 before 2000
tor =0.57 after 2000.

Finding: Confirmed. The correlation decline reproduces exactly. Thirty-nine countries
now qualify as “capable autocracies” — nations with high HCI scores and low liberty
scores. China, Saudi Arabia, UAE, Russia, and Singapore anchor this quadrant. The

finding is robust and original.

The Great Decoupling, introduced in Part II, is one of the thesis’s most important
empirical contributions. For most of the twentieth century, the correlation between a
country’s human capital development and its level of political freedom was strong and
positive: richer, better-educated countries were more democratic. This relationship
was the empirical foundation for modernisation theory — the expectation, dating to
Lipset (1959), that economic development would inexorably produce political

liberalisation.

The audit confirms that this expectation has broken down. The post-2000
correlation of r = 0.57, while still positive, is dramatically weaker than the pre-2000
correlation of r = 0.79. The emergence of thirty-nine capable autocracies — countries
that have achieved high levels of human capital development while maintaining
authoritarian governance — represents a structural shift in the global political
landscape. The direction is clear: capability no longer implies freedom. Authoritarian
regimes have learned to deliver economic growth and human development without

conceding political control.

The finding is robust to several sensitivity tests. Removing China from the sample
weakens the decoupling slightly but does not eliminate it (post-2000 r = 0.61 without

China, versus 0.57 with it). The result holds across different measures of capability
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and across different time-period cut-points. It is not an artefact of any single country
or any particular measurement choice. It is a genuine feature of the contemporary
global political landscape, and it has profound implications for the optimistic
assumption, embedded in much of Western foreign policy, that supporting economic

development in authoritarian countries will naturally produce democratic reform.

Confirmed Finding 3: AR(1) Persistence Dominates Stage Models

Verdict: Confirmed

Claim: A simple first-order autoregressive model (B = 0.96) outperforms all stage-based

transition models for predicting regime dynamics, with AAIC exceeding 300.

Finding: Confirmed. The AR(1) model achieves R? = 0.872 with a 95% CI of [0.849, 0.893].
It outperforms the best stage-based model (8-stage transition) by AAIC = 462 — a decisive
margin by any standard. The implied long-run equilibrium is L* = a/(1-B) = 81.6, which
falls within the democratic plateau basin identified by the Gaussian Mixture Model

analysis in Part III.

This finding, documented in detail in the tristable dynamics analysis (Chapter 10), has
profound implications for how we model political change. A B of 0.96 means that a
country’s liberty score in any given period is overwhelmingly determined by its score
in the previous period. Political regimes do not jump between categories; they drift
slowly under the combined influence of institutional momentum, mean-reverting
forces, and stochastic shocks. The stage-based models that dominate the political
science literature — models that classify countries as “democracies” or “autocracies”
and estimate transition probabilities between categories — add complexity without

adding predictive power.

The 95% confidence interval on the persistence parameter is [0.941, 0.971],
estimated using country-clustered standard errors across 91 clusters. This is tight
enough to rule out both a random walk ( = 1.00) and weak persistence (§ < 0.90). The
data-generating process is one of strong persistence with slow mean reversion —
exactly the dynamics described by the Langevin stochastic differential equation

framework developed in Part III.

The practical implication is counterintuitive: simple models beat complex ones.

The three-stage transition model (9 parameters) achieves R? = 0.714. The five-stage
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model (25 parameters) achieves 0.742. The eight-stage model (56 parameters)
achieves 0.769. The AR(1) model (3 parameters) achieves 0.872 and wins on AIC by
hundreds of units. Each additional stage in the transition model adds parameters
without capturing the underlying continuity of the process. This is a textbook example

of Occam’s razor validated by formal model selection.

Confirmed Finding 4: Governance Predicts Sovereign Yields

Verdict: Confirmed

Claim: A one-point decline in a country’s Liberty score is associated with a 35-basis-

point increase in its sovereign yield spread (f = -0.35, R? = 0.37).

Finding: The slope and R? reproduce exactly. The intercept was corrected to 33.05
(originally reported as 18.7). The coefficient is stable across time periods, robust to
regional fixed effects, and survives instrumental variable checks. Using HC3 robust
standard errors, the 95% confidence interval is [-0.62, —0.08], confirming statistical

significance. A log-linear specification fits even better (R? = 0.51).

This is the thesis’s core econometric finding, first presented in Part IV as the
centrepiece of the sovereign credit model. A  of —-0.35 means that, on average across
the 91-country panel, each one-point decline in a country’s Liberty score is associated
with 35 additional basis points in borrowing costs. For a country declining ten points —
roughly the distance from “flawed democracy” to “hybrid regime” — the implied yield
increase is 350 basis points. For a country declining thirty points, the implied increase

exceeds 1,000 basis points.

The R? of 0.37 means that governance alone explains more than a third of the cross-
country variation in sovereign yield spreads. This is a strong result for a single-
variable model. By way of comparison, GDP per capita alone explains approximately
0.30 of the variation, and debt-to-GDP explains approximately 0.22. Governance is not
the only determinant of sovereign credit, but it is, by this measure, the most powerful

single predictor in the dataset.

An important caveat: the audit establishes predictive association, not identified
causation. The model uses pooled cross-sectional OLS without an instrumental
variable, difference-in-difference design, or exogenous shock identification. We

cannot say that governance changes cause yield movements — only that the historical
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co-movement is sufficiently strong and persistent to inform risk assessment. This is a
deliberate choice of language. The Phase 5 diagnostic identified causal language as the
project’s most vulnerable rhetorical weakness, and the recalibrated thesis uses strictly

associational framing throughout.

That said, the finding that governance leads yield repricing by three to twelve years
— a credit lag insight that the audit confirmed as robust — suggests temporal ordering
consistent with a causal interpretation. Governance erosion precedes credit
deterioration, not the reverse. A formal Granger causality test is recommended as a

priority for future research.

These four findings form the empirical bedrock. They survived every test we
threw at them. The dataset is sound, the Great Decoupling is real, persistence
dominates stage models, and governance predicts sovereign credit. Whatever

else changes, these do not.

What did not survive scrutiny is the subject of the next chapter.



CHAPTER EIGHTEEN

What Was Refuted

Where the Thesis Overstated Its Case

“The great tragedy of Science — the slaying of a beautiful hypothesis by an ugly fact.”

— Thomas Huxley

S cience advances by discovering what is wrong, not by confirming what is right.
Every confirmed hypothesis is merely one that has not yet been refuted. Every
refuted hypothesis is a permanent contribution to knowledge, because it narrows the
space of possible explanations and redirects inquiry toward more fertile ground. This
chapter documents five claims from the Political Topology thesis that the audit found
to be unsupported by the data. In each case, the direction of the original claim was
generally correct, but the magnitude was overstated — in some cases by an order of

magnitude.

The temptation, when confronted with refuted claims in one’s own work, is to find
excuses. The data was noisy. The timeframe was short. The methodology was
conservative. We will resist that temptation. Where the thesis was wrong, it was wrong.
The question is what to do about it — and the answer, in every case, is to recalibrate

rather than discard.
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Refuted Finding 1: Shock Volatility Was Stipulated, Not Data-Driven

Verdict: Refuted

Original claim: Shock volatilities (o) range from 3 to 8 liberty points per decade,

depending on stage.

Audit finding: The actual data-driven values are ¢ = 0.45 to 4.45. The thesis overstates
volatility by 2-7x at every single stage. Stage 1: thesis value 3, actual 0.45 (6.7x
overstatement). This is not a minor calibration error. It is the single most consequential

mistake in the thesis.

This finding requires careful explanation, because its consequences cascade through
the entire Monte Carlo simulation framework. The shock volatility parameter o
controls how much a country’s liberty score can change in a single period due to
random events — wars, coups, economic crises, leadership changes. In the thesis’s
Monte Carlo simulations, o values of 3 to 8 were stipulated based on the author’s
judgment about how volatile political systems are at different stages of development.

They were not estimated from the data.

When the audit estimated o directly from the observed distribution of decade-to-
decade liberty score changes at each stage, the results were dramatically lower. At
Stage 1 (consolidated democracy, L. = 85-100), the thesis assumed o = 3. The data
shows o = 0.45. At Stage 8 (totalitarianism), the thesis assumed o = 8. The data shows o
= 4.45. The thesis overstated volatility at every stage, with the largest overstatement at

the democratic end of the spectrum.
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Table 18.1. Shock Volatility: Stipulated vs. Data-Driven

Stage Liberty Range Thesisc  Actualo  Overstatement Factor
Stage 1 (Consolidated Democracy) 85-100 3.0 0.45 6.7x
Stage 2 (Early Warning) 80-84 3.5 0.88 4.0x
Stage 3 (Deteriorating) 70-79 4.0 1.56 2.6X
Stage 4 (Institutional Capture) 60-69 5.0 2.12 2.4x
Stage 5 (Electoral Autocracy) 50-59 6.0 2.78 2.2x
Stage 6 (Soft Dictatorship) 40-49 6.5 3.21 2.0x
Stage 7 (Hard Autocracy) 25—-39 7.0 3.85 1.8x
Stage 8 (Totalitarianism) 0-24 8.0 4.45 1.8x

Thesis o values were stipulated based on author judgment. Actual o values estimated from the empirical distribution of decade-to-decade
liberty score changes at each stage using the full 1,656-observation dataset.

Why does this matter? Because inflated volatilities produce inflated transition
probabilities. When you tell a Monte Carlo simulation that consolidated democracies
experience random shocks of o = 3 per decade, the simulation generates many paths
in which those democracies experience rapid, catastrophic declines. When you use the
actual o = 0.45, almost none of those paths materialise. The difference is the difference
between a 62% tyranny probability and a 0% tyranny probability — the subject of the

next finding.

The overstatement is most severe at the democratic end of the spectrum, precisely
where the thesis’s most politically salient claims are located. At Stage 1, the
overstatement is 6.7 times. This means the Monte Carlo framework was simulating a
world in which consolidated democracies are nearly seven times more volatile than
the empirical record suggests. The result was a landscape of phantom risks —
simulated trajectories that the actual data-generating process would almost never
produce. The lesson is clear: stipulated parameters, no matter how carefully chosen,
are no substitute for empirical estimation. All distributions were also found to be non-
normal with heavy tails, suggesting that the Gaussian shock assumption itself is a

further simplification.



Refuted Finding 2: The Markov Property Does Not Hold Uniformly

Verdict: Refuted

Original claim: Transition probabilities depend only on the current stage, not on the

direction of travel (the Markov property).

Audit finding: The Markov property is rejected at three critical stages: Stage 2 (Early
Warning), Stage 5 (Electoral Autocracy), and Stage 6 (Soft Dictatorship). At Stage 6, the
asymmetry is dramatic: countries arriving via decline show a -77.8% net transition rate,
while those arriving via improvement show +25.5%. Direction of travel matters

enormously.

The Markov assumption is embedded in virtually every quantitative regime
forecasting system in active use. It says that a country at Stage 5 faces the same
transition probabilities regardless of whether it just declined from Stage 4 or just
improved from Stage 6. This assumption is mathematically convenient. It makes
transition matrices estimable from modest sample sizes and permits elegant

calculations of stationary distributions and mean first-passage times.
It is also wrong.

The path dependence paper (Part III, Chapter 12) documented this rejection in
detail, using chi-square tests of conditional transition probabilities stratified by
direction of prior movement. The results were unambiguous. At Stage 6 — the critical
zone where countries teeter between hybrid governance and outright authoritarianism
— a country that arrived by declining is overwhelmingly likely to continue declining. A
country that arrived by improving is substantially more likely to continue improving.
The Markov property predicts identical distributions. The data shows dramatically

different ones.

This finding aligns with a substantial qualitative literature. Pierson (2000)
demonstrated that political development is fundamentally path-dependent, with four
mechanisms creating increasing returns: large setup costs for institutional
alternatives, learning effects that reinforce existing arrangements, coordination effects
that penalise deviation, and adaptive expectations that align behaviour with the
current trajectory. Levitsky and Ziblatt (2018) documented how democratic erosion
proceeds through cascading norm violations, each of which makes the next more

likely. Mahoney (2000) showed that institutional weakening follows reactive sequences
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in which the direction of travel becomes self-reinforcing. The audit provides the first
formal statistical confirmation of what these scholars argued qualitatively: history
matters, direction matters, and models that ignore trajectory systematically misprice
risk.

The practical implication is that all Markov-based forecasting models in current
use — including those employed by the Economist Intelligence Unit, the V-Dem
project’s Episodes of Regime Transformation dataset, the Polity project’s annual
transition coding, and the Political Topology framework’s own stage-transition model
— systematically underestimate the persistence of decline and overestimate recovery
prospects for countries in active erosion. Conversely, they underestimate recovery
prospects for countries that are actively improving. A country that has been declining
for three consecutive periods faces substantially worse odds than the unconditional
transition matrix suggests. The direction of momentum is not a footnote. It is a first-

class predictor.

Refuted Finding 3: The US Liberty Score Is Not Precisely L = 48

Verdict: Refuted

Original claim: The United States has a Liberty score of L. = 48, placing it just below the
“Partly Free” threshold.

Audit finding: The mean across seven major democracy indices (Freedom House, V-
Dem, EIU, Bertelsmann, and others) is 76.6, with a credible range of 57-84. The thesis’s
figure of 48 lies below even the lowest individual index estimate. However, V-Dem’s
September 2025 reclassification of the US as an “electoral autocracy” supports the

direction of the thesis’s assessment.

The US Liberty score is the thesis’s most politically salient claim, and it is also the one
most in tension with the broader literature. The Political Topology Index (PTI) score of
L = 48 reflects the author’s real-time institutional assessment, incorporating signals of
institutional erosion that published indices update more slowly. Freedom House
assigned the US a score of 83/100 in its 2024 report. V-Dem’s Liberal Democracy
Index, scaled to the same range, places the US at approximately 65-72. The TCF

Democracy Meter, at 57, is the closest independent corroboration.



The divergence between PTI and the published indices is not random. The PTI is
designed to be a leading indicator, weighting institutional constraints more heavily
and updating more rapidly than indices that rely on annual survey-based assessments.
But a leading indicator that diverges by 29 to 36 points from the consensus of seven
independent measurement systems cannot be presented as an established fact. It can
be presented as a forecast, a signal, or a hypothesis. The audit recommends replacing
the point estimate with a credible range of L = 57-72, depending on which dimensions

are weighted.

Refuted Finding 4: Recovery Probability Is More Nuanced Than a Single
Threshold

Verdict: Refuted

Original claim: Recovery probability is universally 3.0% below the event horizon, with a
fixed threshold.

Audit finding: The concept of an event horizon is empirically supported, and the audit’s
three independent methods (survival analysis, Markov transition probabilities, and
potential landscape inflection) converge on L = 52-55 as a Critical Instability Zone.
However, the recovery probability is path-dependent: it varies significantly depending on
democratic tenure, GDP per capita, and whether the country is actively declining or has
stabilised. A uniform 3.0% understates recovery prospects for wealthy, long-standing
democracies and overstates them for poor, newly democratic countries.

The event horizon concept — the idea that democratic erosion becomes self-
reinforcing below a certain threshold — is one of the thesis’s most powerful and
original contributions. The audit confirms that the threshold exists. Three
independent estimation methods converge on the same narrow range of L. = 52-55.
Above this threshold, approximately 82% of country-decade observations
subsequently recover to L > 70 within fifteen years. Below it, only about 3% do. The
odds ratio is 27.3, with a bootstrap 95% confidence interval of [12.7, 125.7].

But the headline recovery rate of 3% masks important heterogeneity. Ninety-eight
percent of democracies with more than forty years of continuous democratic
governance have recovered from backsliding episodes. No democracy with a GDP per
capita above $15,000 has ever collapsed into autocracy. The 3% figure is an average

across all countries at all income levels and all democratic tenures. For the United



States specifically — with over two centuries of continuous democratic governance and
a GDP per capita of approximately $80,000 — the base rate for recovery is substantially
higher than 3%, though no one can say precisely how much higher, because the
sample of wealthy, long-standing democracies that have experienced this degree of

erosion is extremely small.

Refuted Finding 5: Stage Durations Are Highly Variable

Verdict: Refuted

Original claim: Stage durations follow predictable patterns that can be used for

forecasting.

Audit finding: Stage durations exhibit extremely large standard deviations, often
exceeding the mean. The median survival time in Stage 8 (totalitarianism) is 57 years
with a 95% CI of [48, 71], but the distribution is heavily right-skewed. Stage-based
duration forecasting is unreliable, and the AR(1) persistence model provides strictly

superior predictions.

The thesis’s stage-based framework assigns countries to one of eight stages based on
their liberty score and estimates transition probabilities and expected durations for
each stage. The audit finds that while the stages themselves are descriptively useful —
they provide a vocabulary for discussing different levels of democratic health — they
have limited predictive power. Stage durations are so variable that point estimates of
“expected time in stage” are misleading. A country in Stage 5 might remain there for

two years or twenty; the data cannot distinguish these cases with useful precision.

The root cause is the AR(1) dominance documented in the previous chapter. If the
underlying data-generating process is a continuous autoregressive drift, then carving
it into discrete stages necessarily discards information. A country at L. = 59 (Stage 5)
and a country at L. = 51 (Stage 5) face the same transition matrix under the stage
model, but the AR(1) model correctly predicts that the country at L. = 51 is much closer

to the critical instability threshold and faces substantially different dynamics.

Getting these things wrong does not invalidate the project. It makes it better.
Every refutation narrows the space between what we claimed and what the
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data supports, leaving a thesis that is more modest and more credible than the
original.

The Partially Valid Findings

Three claims occupy a middle ground between confirmation and refutation. In each
case, the thesis identified a real phenomenon but overstated its magnitude or selected

a measurement window that flattered the narrative.

Partially Valid: US Decline Velocity = -18/yr
Original claim: The United States is declining at —-18 liberty points per year.

Audit finding: The headline velocity of —18/yr is confirmed in the specific 2-year window
the thesis uses (2023-2025). But this is a cherry-picked timeframe. The standardised 10-
year velocity is —4.2/yr. Even at this lower rate, the US remains the fastest-declining
consolidated democracy in the dataset. The claim is partially valid: the direction and

relative ranking are correct; the magnitude is overstated by approximately 4x. The

“

recommended citation is “-4.2/yr (10-year standardised), the fastest decline among

consolidated democracies.”

The distinction between a 2-year window and a 10-year window matters because short
windows amplify noise. A country that experiences a political crisis in a single year
can show an extremely high decline velocity over a 2-year window that does not persist
over longer horizons. The 10-year standardised rate smooths out these transient
effects and provides a more reliable estimate of the underlying trend. At —4.2 points
per year, the United States is still declining alarmingly fast — faster than Hungary
during the Orban consolidation, faster than Turkey during the Erdogan years — but the

comparison is less dramatic than the original -18/yr figure suggested.



Partially Valid: Treasury Reserve Currency Premium = 2,080bp

Original claim: US Treasuries carry a 2,080-basis-point reserve currency premium that

is at risk from democratic erosion.

Audit finding: The defensible range is 200-580bp over 5-10 years, depending on the
counterfactual model used. The original claim overstates the premium by 3.5-10x. The
insight is valid: democratic erosion does carry a quantifiable sovereign credit risk, and
Treasuries do benefit from institutional trust that is being eroded. But the headline
number was indefensible. The confirmed [ = —0.35 coefficient provides a more honest

way to state the relationship.

Partially Valid: 78% Holdout Prediction Accuracy

Original claim: The thesis’s predictive model achieves 78% accuracy on held-out data for

classifying countries into Free/Partly Free/Not Free categories.

Audit finding: The 78% figure is real and not an artefact of overfitting. However, a naive
persistence baseline — predicting that each country stays in its current category —
achieves 73%. The thesis model adds only 5 percentage points over this baseline. Out-of-
sample backtesting across three temporal windows confirms that persistence beats all
stage-based models. The model’s value lies not in its superiority to persistence but in its

ability to identify which countries are most likely to transition.

The summary is stark. The thesis’s direction is correct. Its magnitude is overstated.
The core relationships are real. The numerical calibrations are wrong, in some cases
by an order of magnitude. The recalibrated narrative is “serious democratic erosion
requiring vigilance” — not “critical instability zone.” The question, which Chapter 19
addresses, is what the thesis looks like when every number is replaced with its audit-

validated alternative.



CHAPTER NINETEEN

The Recalibration Framework

Rebuilding on Firmer Ground

“It is better to be vaguely right than precisely wrong.”

— John Maynard Keynes

T he purpose of an audit is not to destroy — it is to rebuild on firmer ground. The
previous two chapters separated the thesis into what survived scrutiny and what
did not. This chapter reassembles the pieces. What does the Political Topology
framework look like when every claim is based on audit-validated parameters, every

confidence interval is honestly reported, and every limitation is fully disclosed?

The answer, it turns out, is a thesis that is more useful than the original. A thesis
with phantom precision — point estimates that look authoritative but rest on stipulated
parameters — invites dismissal from anyone who checks the arithmetic. A thesis with
honest uncertainty ranges and data-driven calibrations invites engagement. It says:
here is what we know, here is how confident we are, here is where the uncertainty lies,
and here is what you should do with this information depending on your own

assessment of where the numbers fall.



The Nine Recalibrations

The audit produced nine specific parameter revisions. Each replaces an original thesis
value with an audit-validated alternative. Together, they define the recalibrated

Political Topology framework.

Table 19.1. Parameter Recalibration: Original vs. Audit-Validated

Parameter

Original Value

Recalibrated Value

Maghnitude of
Change

] Bistable (two Tristable (three basins: democracy, Structural
Dynamics model .
wells) hybrid, autocracy) upgrade
Shock volatility ) ) )
©) 3-8 (stipulated) 0.45-4.45 (data-driven) 2—-7x reduction
o)
US Liberty ) ) )
) L = 48 (point) L = 57-72 (credible range) +9 to +24 points
estimate
US decline -18/yr (2-year ) )
) ) -4.2/yr (10-year standardised) 4.3x reduction
velocity window)
Tyranny 62% within 15 ~0% (data-driven); 69% P(L<50) post- o
o Complete revision
probability years 2006
Treasury ) ) )
o 2,080bp (implied)  200-580bp over 5-10 years 3.5-10x reduction
mispricing
) ~12% recovery L = 52-55; recovery 3.0% (CI: 0.7— Threshold
Event horizon
rate 6.0%) sharpened
Transition Markov (stage- ) ) Structural
Path-dependent (direction of travel)
model only) upgrade
Prediction Stage-transition ] Simpler, more
] AR(1) with structural breaks
baseline model accurate

The most consequential revision is the replacement of stipulated shock volatilities
with data-driven estimates. This single change cascades through the Monte Carlo
framework, collapsing the headline tyranny probability from 62% to approximately
0% when computed with full-sample parameters. The 62% figure was, in the audit’s

unsparing phrase, “a phantom generated by inflated shock volatilities.”

However, the audit also identifies a post-2006 structural break in the data. When
the Monte Carlo simulation is restricted to post-2006 dynamics — the period during

which the United States and other democracies have experienced accelerating erosion
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— the probability of crossing below L. = 50 within fifteen years rises to 69%. The risk is
real. But it manifests as “crossing below the hybrid-regime threshold,” not “reaching

tyranny.” The distinction matters.

The US Recalibration Table

The most politically salient output of the recalibration is a table that maps each
plausible US Liberty score to its implications under the audit-validated framework.
This replaces the single-point estimate (L = 48) with a structured range, allowing
readers to locate the United States on the framework according to their preferred

index weighting.

Table 19.2. Recalibrated US Assessment by Liberty Score

Event Recovery  Yield

Liberty (L) Classification Interpretation
Horizon? Rate Spread

Normal institutional friction.

Standard ] )
84 (FH) Well above 89% +70bp Minor democratic stress.
democracy
Comparable to France or UK.
. Norm erosion phase. Still a
77 (Multi- o
) Flawed functioning democracy by
index Above 72% +175bp
democracy most measures. Press freedom
mean) o
declining.
Institutions under pressure.
70 (V- Flawed

) Above 54% +280bp Judicial independence under
Dem mid) democracy ) .
strain. Recoverable with effort.

Serious erosion. Institutional

Hybrid capture underway. Reversal
57 (TCF) . 12% +805bp . . .
territory possible but requires sustained
effort.

Deep erosion. Below event

48 (PTI Near event horizon. Recovery extremely
) Below 3% +1,120bp . .
raw) horizon unlikely without external
intervention.

Velocity held constant at -4.2/yr (10-year standardised). Yield spread computed using confirmed B = -0.35 coefficient. Recovery rates from

225-year dataset. Event horizon at L = 52-55 per audit estimate.

The table makes the stakes visible. Whether you place the United States at L = 57 or
L = 77, the velocity is the same and the trajectory points in the same direction. The

disagreement between different indices is about how much runway remains, not
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whether the plane is descending. At L. = 84, the US has decades of institutional buffer
before reaching the critical instability zone. At L. = 57, it is already approaching the

event horizon. At L = 48, it has crossed it.

The recalibrated thesis replaces false precision with honest uncertainty. The
message is not weaker — it is more credible. “Serious erosion requiring
vigilance” is not less urgent than “imminent collapse.” It is more likely to be
believed, and therefore more likely to motivate action.

What the Data-Driven Sigma Changes

The replacement of stipulated shock volatilities with data-driven estimates has
implications beyond the US case. With the original o values, the Monte Carlo
simulations produced alarming transition probabilities for many countries. With the
recalibrated values, the simulations are dramatically less volatile. Countries in the
democratic plateau (L. > 80) almost never experience catastrophic declines in a single
decade — because the actual historical volatility at that level is o = 0.45, not the

stipulated o = 3.

This does not mean democratic collapse never happens. It means it happens
slowly. The AR(1) persistence parameter of B = 0.96 means that decline, when it
occurs, proceeds at a pace of roughly 4% of the current deviation from equilibrium per
period. A country at L. = 80 that begins to erode does not plunge to L. = 50 in a single
decade. It drifts to L. = 76, then to L = 73, then to L = 70, each period building
momentum that the path-dependence findings tell us becomes increasingly difficult to
reverse. The danger is not sudden collapse. It is the gradual, compounding character of
erosion — the boiling-frog dynamic that the original thesis identified correctly but
calibrated incorrectly.

The data-driven o values also change the character of the Monte Carlo uncertainty
bands. With stipulated o = 3-8, the 80% confidence interval on a fifteen-year
projection spans approximately forty liberty points — so wide as to be nearly useless
for policy guidance. With data-driven o = 0.45-4.45, the confidence intervals narrow
substantially, particularly for countries on the democratic plateau. The projections
become less dramatic but more useful: they tell you where a country is actually likely

to be, rather than where it could hypothetically end up under extreme assumptions.



One caveat: there is evidence of a structural break in volatility around 2006, with post-
2006 o estimates running higher than the full-sample values. The recalibrated
framework uses full-sample estimates as the baseline, with post-2006 estimates

presented as a sensitivity check.

What Path Dependence Changes

The rejection of the Markov property at Stages 2, 5, and 6 has a specific practical
consequence: transition matrices that condition only on current state systematically
underestimate the persistence of decline. A country at Stage 5 that is actively declining
faces worse odds than the unconditional Stage 5 transition matrix suggests. A country

at Stage 5 that is actively recovering faces better odds.

The recalibrated framework incorporates this by using an extended state-space
model that includes direction of travel as a first-class variable. Instead of asking “what
are the transition probabilities from Stage 5?” the model asks “what are the transition
probabilities from Stage 5, given that the country is declining?” The difference is
dramatic at Stage 6: declining arrivals face a —=77.8% net momentum versus +25.5%
for improving arrivals. A 103-percentage-point gap that the standard model cannot

see.

For the United States specifically, the path-dependence finding cuts in the
pessimistic direction. The US is a declining arrival at its current position, wherever
one places that position in the L. = 57-84 range. It has been declining across every
major index for approximately two decades. The momentum is negative. The path-
dependence findings tell us that this negative momentum should be incorporated into
any forecast, and that it makes recovery harder than the unconditional recovery rates
suggest. The counter-arguments — the GDP threshold and the long democratic tenure
— cut in the optimistic direction. The net assessment depends on which force
dominates, and intellectual honesty requires acknowledging that the data does not

settle the question.

The Counter-Arguments That Landed

The audit tested a battery of counter-arguments against the thesis’s core claims. Most
were anticipated by the thesis and adequately addressed. Three, however, landed with

sufficient force to require integration into the recalibrated framework.
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Counter-Argument: Policy Erosion vs. Structural Erosion

The thesis conflates two fundamentally different types of democratic decline. Policy
erosion refers to bad policy choices made within functioning democratic institutions —
voter suppression laws passed through normal legislative process. Structural erosion
refers to damage to the institutions themselves — court-packing, elimination of
independent oversight, constitutional manipulation. The former is self-correcting
through elections; the latter may not be. A Liberty score that blends both overstates the

structural risk. The recalibrated framework must distinguish these dimensions.

Counter-Argument: Mean Reversion in Long-Standing Democracies

Ninety-eight percent of democracies with more than forty years of continuous
governance have recovered from backsliding episodes. The United States, at over two
centuries, sits in the most resilient category. The thesis pools all countries regardless of
tenure when computing probabilities. The base rate for US-like countries is not the
overall 3% event-horizon recovery rate but substantially higher — though precisely how

much higher is unknowable from a small sample.

Counter-Argument: The GDP Threshold

No democracy with a GDP per capita above $15,000 has ever collapsed into autocracy.
The US GDP per capita is approximately $80,000. While the sample of wealthy declining
democracies is extremely small, economic development creates stabilising forces — exit
options, independent media, civil society, educated citizens with high opportunity costs

for acquiescence — that the thesis does not adequately model.

These counter-arguments share a common theme: the thesis pools too aggressively. It
treats all countries, all decline types, and all income levels as equivalent when
computing probabilities. The recalibrated thesis must stratify its predictions by
democratic tenure, structural versus policy erosion, and national income. This
stratification would strengthen both the optimistic and pessimistic conclusions:
wealthy, long-standing democracies would show higher recovery rates than the pooled

average, while poor, newly democratic countries would show lower ones.



The Twelve Claims at a Glance

Table 19.3. Complete Audit Results: 12 Claims

10

11

12

Dataset

construction
Great Decoupling
AR(1) persistence

Liberty-Yield {3

Shock o =3-8

Markov property

US Liberty = 48

Recovery threshold

Stage durations

US velocity

Treasury premium

78% holdout

accuracy

Verdict

Confirmed

Confirmed

Confirmed

Confirmed

Refuted

Refuted

Refuted

Refuted

Refuted

Original

91 countries, 225

years
r:0.79 = 0.57
=0.96, AAIC > 300

B=-0.35R*=0.37

o = 3-8 (stipulated)

Stage-only

transitions

L = 48 (point)

Universal 3.0%

Fixed durations

-18/yr (2-year)

2,080bp

78%

What the Project’s Core Message Becomes

Audit Finding

Reproduces exactly. No errors.

Confirmed. 39 capable autocracies.
Confirmed. R2 = 0.872.

Reproduces exactly.

Actual: 0 = 0.45-4.45. Overstated 2—
7X.

Rejected at Stages 2, 5, 6.

Mean 76.6; range 57-84.

Path-dependent; varies by tenure
and GDP.

Highly variable. SD often exceeds
mean.

-4.2/yr (10-year). Still fastest
decliner.

200-580bp over 5-10 years.

Real, but only +5pp over 73%

baseline.

After recalibration, the strongest version of the thesis reads as follows.

The direction of global democratic decline is beyond dispute. The United States is

eroding faster than any other consolidated democracy, across every major index. V-

Dem’s September 2025 reclassification of the US as an “electoral autocracy” — the

most significant downgrade of a major democracy in V-Dem’s history — confirms the

thesis’s directional assessment. The correlation between capability and freedom has

broken down. Governance predicts sovereign credit with a confirmed, robust

coefficient. And the tristable dynamics framework reveals that the political regime



landscape has three attractor basins, not two, with a critical instability zone at L. = 52—

55 below which democratic recovery becomes statistically improbable.

What the recalibrated thesis does not claim is that the United States is in imminent
danger of reaching tyranny, that there is a 62% probability of catastrophic collapse, or
that US Treasuries carry a 2,080-basis-point governance premium at risk. These were
the original claims. They were refuted by the audit. They are replaced by: serious
erosion requiring vigilance, a credible range of liberty scores that spans from
concerning to alarming depending on index weighting, and a sovereign credit risk that

is real but more modest than originally estimated.

This is the version of the thesis that can withstand scrutiny. This is the version that

should inform policy.

Implications for Different Audiences

The recalibrated thesis has distinct implications for four primary audiences, each of

which engages with governance risk through a different institutional lens.

For policymakers and legislators, the recalibrated framework provides a quantitative
early-warning system. The eight-stage erosion model, validated by the audit’s
confirmation that AR(1) persistence dominates, tells policymakers that democratic
decline is a gradual, cumulative process, not a sudden rupture. This means that the
most effective interventions are early ones — strengthening institutional guardrails
before they are tested, not after they have been breached. The path-dependence
findings are particularly relevant: because direction of travel is self-reinforcing, early
interventions that reverse negative momentum are disproportionately valuable
compared to late interventions of the same magnitude. A legislative reform that
strengthens judicial independence at L. = 77 is worth far more than the same reform at
L =57, because the institutional environment at L. = 77 still has the resilience to absorb
and sustain the reform. The practical recommendation is to build institutional
redundancy — overlapping checks and balances, multiple veto points, distributed
authority — so that the capture of any single institution does not create a cascade

failure.

For investors and credit analysts, the confirmed liberty-yield relationship (f = —0.35)
provides a quantitative basis for incorporating governance risk into sovereign credit
assessments. The credit lag of 3-12 years between governance erosion and yield

repricing creates a window of opportunity for forward-looking investors: countries in
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the early stages of democratic decline are likely to be mispriced by credit markets that
rely on lagging indicators. The recalibrated Treasury risk estimate of 200-580 basis
points over 5-10 years, while more modest than the original, still represents a material
credit risk for the world’s reserve currency issuer. Portfolio managers with fiduciary
duties should consider whether their sovereign credit models adequately capture the
slow-moving but statistically robust relationship between institutional quality and

borrowing costs documented in this book.

For scholars and researchers, the audit provides a roadmap for extending the Political
Topology framework. The five priorities identified in the research agenda —
independent tyranny measurement, expanded capability indices, time-series
sovereign credit modelling, continuous-time estimation, and external validation — are
each addressable with existing data and methods. The most impactful contribution
would be the development of an independent tyranny indicator, which would
transform the ternary constraint from a definitional assumption into a testable
hypothesis. The audit’s finding that the Markov property fails at critical stages also
opens a productive research programme on path-dependent regime dynamics, which
has implications well beyond the Political Topology framework for any model that uses

Markov transition matrices to forecast political change.

For citizens, the recalibrated thesis delivers a message that is more actionable than
the original. A 62% probability of tyranny is paralysing — it suggests inevitability. A
probability of “serious erosion requiring sustained civic engagement” is motivating —
it suggests agency. The difference between a crisis narrative and a vigilance narrative
is the difference between despair and determination. The audit moves the thesis from
the first to the second, and in doing so makes it more effective as a tool for democratic
mobilisation. Citizens who understand that democratic stability requires continuous
maintenance — that it is an engineered equilibrium, not a natural resting state — are
better equipped to provide that maintenance than citizens who either believe

democracy is invulnerable or believe it is already lost.



CHAPTER TWENTY

What Comes Next

The Road Ahead for Democratic Governance

“The only thing necessary for the triumph of evil is for good men to do nothing.”

— Commonly attributed to Edmund Burke

Abook that maps the landscape of political freedom owes its readers some
thoughts about the road ahead. The preceding nineteen chapters have
assembled the data, built the framework, tested the claims, and recalibrated the
parameters. What remains is to ask: given everything we now know about the shape of
the political landscape and the forces that operate within it, what should we expect?
What should we fear? What should we do?

This chapter is necessarily more speculative than those that preceded it. The first
four parts of this book rested on 225 years of empirical data and formal statistical
analysis. This chapter rests on inference, pattern recognition, and judgment. We offer
it not as prediction but as a map of the terrain that lies ahead — the ridgelines, the

valleys, and the paths that history suggests are most likely to be travelled.



The Global Outlook: 2025-2040

The data assembled in this book points in a clear direction: the global democratic
recession that began around 2006 has not ended. Freedom House’s annual survey has
recorded more countries declining in freedom than improving for eighteen
consecutive years. V-Dem reclassified the United States as an “electoral autocracy” in
September 2025, joining a growing list of countries that have slid from the democratic
plateau into the hybrid trap. The Great Decoupling documented in Part II continues to
widen, as authoritarian regimes demonstrate that human capital development and

technological sophistication are achievable without political liberalisation.

But the data does not point in only one direction. The story of political freedom over
225 years is not a story of decline. It is a story of oscillation — Huntington’s waves and
reverse waves, the expansion and contraction of the democratic frontier, the perpetual
contest between the forces that pull countries toward the democratic plateau and those
that pull them toward the tyranny well. The tristable framework developed in Part III
provides the mathematical language for this oscillation: countries do not rest in
permanent equilibria. They drift through a landscape with multiple attractors,
buffeted by shocks, constrained by institutions, and shaped by the choices of their

citizens and leaders.

The honest assessment is that the next fifteen years will be contested. The outcome
is not foreordained. The data provides evidence for both optimism and pessimism,

and intellectual honesty requires that we give both cases their due hearing.

The story of political freedom over 225 years is not a story of progress or
decline. It is a story of oscillation — waves and reverse waves, expansion and
contraction, the perpetual contest between the forces that pull countries
toward freedom and those that pull them toward control.

The Optimist’s Case

The optimist’s case for democratic resilience rests on several empirical foundations,

all of which are supported by the data in this book.

The wealth threshold. Democratic institutions are remarkably resilient in wealthy,

long-standing democracies. As documented in Chapter 18, ninety-eight percent of
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democracies with more than forty years of continuous governance have recovered
from backsliding episodes. No democracy with a GDP per capita above $15,000 has
ever collapsed into autocracy. The United States has been continuously democratic for
over two centuries and has a GDP per capita of approximately $80,000. The sample of
wealthy democracies that have experienced the degree of erosion currently being
observed in the US is extremely small — essentially Hungary and Israel, both much
smaller economies — which means the base rate for US-like countries is
overwhelmingly favourable. Wealth creates exit options for dissidents, funds
independent media, sustains civil society organisations, and gives citizens high
opportunity costs for political acquiescence. The economic foundation of American

democracy is the single strongest structural argument against collapse.

The mathematical mean reversion. The AR(1) persistence parameter of f = 0.96 means
that the implied long-run equilibrium of the system is L* = 81.6 — well within the
democratic plateau. This is not merely a statistical artefact. It reflects the genuine pull
of democratic institutions, once established, toward self-reinforcing stability. Free
elections allow citizens to replace leaders who underperform. Free press exposes
corruption and incompetence. Independent courts adjudicate disputes without
recourse to violence. These mechanisms create error-correction loops that autocracies
lack. Decline requires ongoing force; recovery is the system’s natural tendency. A
country that stops being pushed downward will, over time, drift back toward the

plateau — provided its institutions retain enough integrity to function.

Expanding global middle class. Economic development continues to expand the
middle class globally. The Great Decoupling notwithstanding, wealthier and better-
educated populations have historically been more resistant to authoritarian capture,
more likely to participate in civil society, and more capable of monitoring and
constraining their governments. The long-term trajectory of global GDP per capita is
sharply upward, and with it comes the institutional infrastructure — independent
media, professional judiciaries, university systems, private-sector pluralism — that
makes democratic governance more sustainable. The World Bank estimates that the
global middle class will reach 5.3 billion by 2030, up from approximately 3.8 billion in
2020. This is the largest expansion of the constituency for democratic governance in

human history.

Generational change. Survey data consistently shows that younger cohorts, globally,
are more supportive of democratic norms, more tolerant of diversity, and less

susceptible to ethno-nationalist appeals than their parents. The World Values Survey
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has documented a multi-decade trend toward what Ronald Inglehart called “self-
expression values” — demands for individual autonomy, political participation, and
governmental accountability that are positively correlated with democratic stability.
The authoritarian resurgence is disproportionately driven by older demographics, and
the actuarial tables work against it. The question is whether the generational transition

will outpace the institutional erosion.

The Pessimist’s Case

The pessimist’s case is equally well-grounded in the data.

First, authoritarian learning is real and accelerating. The Great Decoupling
documented in Part II represents something genuinely new in political history:
regimes that combine high capability with effective repression. China’s social credit
system, Saudi Arabia’s Vision 2030, Singapore’s managed economy — these are not the
brittle dictatorships of the Cold War era. They are sophisticated systems that have
learned to deliver material prosperity while maintaining political control. And they are
exportable: China’s Belt and Road Initiative includes not just infrastructure but

governance technology, surveillance systems, and political models.

Second, digital surveillance has fundamentally altered the cost structure of
repression. In the twentieth century, monitoring a population required enormous
human resources — the Stasi employed one informant for every sixty-three citizens. In
the twenty-first century, artificial intelligence, facial recognition, and communications
monitoring allow a small technical elite to surveil millions at negligible marginal cost.
The tyranny well of the potential landscape may be deepening as technology reduces

the cost of maintaining autocratic control.

Democratic fatigue. Third, democratic fatigue is a measurable phenomenon across
the established democracies. Eurobarometer, the Pew Research Center, and Gallup all
document declining trust in democratic institutions, increasing support for “strong
leaders who don’t have to bother with parliament and elections,” and growing
scepticism about the ability of democratic processes to solve pressing problems. In the
United States, the percentage of citizens who describe democracy as “essential” has
declined from 72% among those born in the 1930s to 30% among millennials. The
citizens of democracies are losing faith in the very institutions that protect their
freedom — a self-fulfilling prophecy if it continues. The potential landscape framework

suggests a mechanism: as citizens disengage from democratic institutions, those
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institutions weaken, which reduces their ability to deliver results, which further erodes
trust, which accelerates disengagement. This is the positive feedback loop that can

push a country from the democratic plateau into the hybrid trap.

Climate stress. Fourth, climate change will be the dominant geopolitical force of the
coming decades. The IPCC projects temperature increases that will make large parts of
the tropics and subtropics increasingly difficult to inhabit, driving mass migration on a
scale without historical precedent. Climate migration puts stress on receiving
countries’ institutions, creates political backlash that empowers authoritarian
populists, and destabilises sending countries in ways that push them further into the
tyranny well or toward chaos. The interaction between climate change and political
stability is the great unmodelled risk in the Political Topology framework. Our dataset
covers 225 years, but none of those years confronted the possibility of sustained,

planet-wide environmental disruption. The historical base rates may not apply.

The honest reader will note that the pessimist’s case has one structural advantage
over the optimist’s: the potential landscape is asymmetric. The tyranny well is the
deepest basin. Maintaining the democratic plateau requires continuous effort; falling
into the tyranny well does not. This asymmetry means that the forces of decline have
gravity on their side. Optimism, in this framework, is not a prediction but a
commitment — a commitment to generating the energy required to hold position on

the plateau against the constant, quiet pull of the well.

Five Things to Watch

The next fifteen years will be shaped by specific events and trends that can be
identified, if not predicted. Here are the five that the Political Topology framework

suggests are most consequential for the global distribution of freedom.

1. The 2026-2028 Election Cycle

The next three years will see consequential elections in the United States (2026
midterms, 2028 presidential), France (2027), Brazil (2026), India (ongoing), and
Turkey (2028). Each of these countries has experienced significant democratic erosion
in the past decade. Each faces a test of whether its institutions can deliver a peaceful,

legitimate transfer of power or accountability exercise.

The outcome of these elections will not merely reflect the state of democracy in

these countries — it will shape it. Elections that are perceived as free and fair
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strengthen democratic institutions; elections that are perceived as manipulated or
illegitimate erode them further. The path-dependence findings from Chapter 12 tell us
that direction of travel at these critical moments becomes self-reinforcing. A country
that holds a clean election during a period of erosion creates a positive inflection point
— evidence that its institutions still function, which rebuilds trust, which strengthens
the institutions further. A country that holds a compromised election creates a

negative inflection point that accelerates the erosion spiral.

The US midterm elections of 2026 are particularly significant. They will be the first
major electoral test of whether the institutional erosion documented in this book has
progressed to the point where electoral processes themselves are compromised. If the
elections proceed normally — competitive races, orderly vote counting, peaceful
acceptance of results — they will represent a powerful signal of institutional resilience.
If they do not, they will confirm the trajectory that every major democracy index has

been tracking for nearly two decades.

2. China’s Debt Trajectory and Governance Response

China’s total debt-to-GDP ratio has risen from approximately 150% in 2008 to over
300% in 2025, a pace of debt accumulation that historically has preceded major
financial dislocations. History suggests that debt of this magnitude typically resolves
in one of three ways: sustained high growth that outpaces debt accumulation, financial
repression that slowly transfers losses from creditors to savers, or acute financial
crisis. Each pathway has different implications for China’s governance model and, by
extension, for the global narrative about whether authoritarian governance is

compatible with economic prosperity.

A financial crisis could either destabilise the regime — pushing China upward in the
liberty landscape as the crisis delegitimises centralised economic management — or
harden it, as the regime responds to instability with tighter repression and nationalist
mobilisation. The latter has historical precedent: the Asian Financial Crisis of 1997
deepened authoritarian control in several affected countries rather than liberalising
them. The outcome matters not only for China’s 1.4 billion citizens but for the global
demonstration effect. If China navigates a debt crisis while maintaining authoritarian
control, it will strengthen the Great Decoupling narrative and provide a template for

other capable autocracies.
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3. AI and Surveillance Technology Diffusion

Artificial intelligence is the most consequential dual-use technology since nuclear
energy, and its implications for the political landscape are profound. On one hand, it
has the potential to strengthen democratic governance through enhanced
transparency, improved service delivery, and more effective monitoring of
government accountability. Al-powered tools can help citizens track government
spending, detect corruption, and hold elected officials to their commitments. On the
other hand, it provides authoritarian regimes with tools of control that previous
generations of dictators could not have imagined. Facial recognition, predictive
policing, natural language processing for censorship, deepfake generation for
propaganda, and automated surveillance of communications — these capabilities

collectively reduce the cost of repression by orders of magnitude.

In the language of the potential landscape, AI may be reshaping the basins
themselves. If surveillance technology makes the tyranny well deeper — by reducing
the cost of maintaining autocratic control and increasing the difficulty of organising
resistance — the implications for global freedom are severe. The Kramers escape rate
formula from Part IIT shows that escape times depend exponentially on barrier height.
Even a modest deepening of the tyranny well could extend expected escape times from
decades to centuries. China’s export of “safe city” surveillance packages through the
Belt and Road Initiative has already equipped dozens of countries with monitoring
capabilities that would have been inconceivable a generation ago. Whether democratic
countries develop and promote alternative Al architectures designed for transparency

rather than control will shape the political landscape for generations.

4. Climate Migration and Political Stability

The World Bank estimates that by 2050, climate change could generate 216 million
internal climate migrants across six regions. Cross-border climate migration will add
tens of millions more. The political consequences will be felt along two primary

channels, both of which push the global distribution of freedom in a negative direction.

The first channel is the destabilisation of sending countries. The countries most
vulnerable to climate displacement — in sub-Saharan Africa, South Asia, and Central
America — are disproportionately located in the hybrid trap and tyranny well. Climate
stress will push them further from the democratic plateau by undermining
agricultural productivity, straining government capacity, and generating internal

displacement that erodes social cohesion. The second channel is the political
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polarisation of receiving countries. Migration has become the most potent wedge issue
in democratic politics across Europe and the Americas. It empowers authoritarian
populists who promise simple solutions and weakens the centrist coalitions that
sustain democratic norms. The interaction between climate change and political

stability is the great unmodelled risk in the Political Topology framework.

5. The Next Financial Crisis and How Democracies Respond

Financial crises are, in the language of the Langevin equation, large stochastic shocks
that can push countries over saddle points between basins. The 2008 Global Financial
Crisis contributed to the populist wave that accelerated democratic erosion across
multiple countries. The European sovereign debt crisis that followed destabilised
political systems in Greece, Italy, and Spain, and created the conditions for democratic
backsliding in Hungary. The pattern is clear: economic stress creates the political

oxygen that authoritarian populists breathe.

The next financial crisis — whether triggered by sovereign debt, commercial real
estate, shadow banking, or a cause not yet visible — will test whether democracies or
autocracies are more resilient under economic stress. The confirmed liberty-yield
relationship (B = —0.35) tells us that governance erosion carries measurable credit risk.
The credit lag of 3—12 years tells us that markets will be slow to price it. And the path-
dependence findings tell us that a country entering a financial crisis while already
declining democratically faces substantially worse odds than one entering from
institutional strength. Democratic institutions provide error-correction mechanisms
that can address problems faster than authoritarian systems where bad news is
suppressed. But democratic institutions are also more susceptible to populist capture
during crises, as citizens punish incumbents and reward demagogues who promise

simple solutions.

What Individuals Can Do

The mathematics of political topology are clear on one point: the democratic plateau is
an engineered equilibrium, not a natural one. As demonstrated in Part III, the tyranny
well is the deepest basin in the potential landscape. In the absence of sustained
institutional investment, the natural resting state of the system is autocracy. The
stability of democratic governance depends on the constant, active engagement of
citizens who understand that freedom is maintained through effort, not inherited
through geography.
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This is not an abstraction. It translates into specific actions that operate at every

level of the institutional framework.

Institutional engagement. Every interaction with a democratic institution — voting,
jury service, attending a public meeting, contacting an elected representative,
participating in a comment period on proposed regulations — is a micro-investment in
the institutional infrastructure that holds the democratic plateau above the tyranny
well. The eight-step erosion model described in Part II shows that institutional
degradation proceeds through cascading capture: norm erosion leads to information
capture, which enables judicial capture, which permits legislative subordination,
which opens the path to regulatory capture, civil society suppression, electoral
manipulation, and constitutional consolidation. Each institution that remains
independent raises the energy barrier against further erosion. Each institution that is
captured lowers it. The aggregate effect of millions of citizens engaging with
democratic institutions is the institutional redundancy that keeps the democratic

plateau stable.

Media literacy. Information capture is Step 2 in the erosion model, and it precedes
judicial capture, legislative subordination, and all subsequent steps. This ordering is
not accidental. A society that cannot distinguish reliable information from propaganda
cannot identify institutional erosion when it occurs, cannot coordinate resistance to it,
and cannot hold power accountable for it. The ability to identify manipulation, seek out
independent sources of reporting, and evaluate claims against evidence is not a
personal virtue. It is a democratic defence mechanism operating at the population
level. When citizens lose the ability to identify truth, they lose the ability to hold power
accountable. The rise of social media, algorithmic content curation, and Al-generated
content has made this challenge more acute than at any previous point in history. The
defences — source evaluation skills, lateral reading habits, support for independent

journalism — are investments in the informational infrastructure of democracy.

Civic participation beyond elections. The path-dependence findings in this book
demonstrate that direction of travel is self-reinforcing. Communities, organisations,
and movements that push in the direction of institutional strengthening create
positive feedback loops — exactly the dynamics that created the democratic plateau in
the first place. The history documented in the dataset shows that democratic
expansion has always been driven by active citizen movements, never by the
benevolence of incumbents. The suffragettes, the civil rights movement, the anti-

apartheid struggle, the Solidarity movement in Poland, the Velvet Revolution in
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Czechoslovakia — every significant expansion of the democratic frontier was driven by
organised citizens who demanded institutional change and were willing to sustain that
demand over years and decades. The challenge of the present moment is that
democratic erosion, unlike democratic expansion, does not announce itself with the
drama of revolution. It proceeds quietly, incrementally, through the slow degradation
of norms that most citizens do not notice until the degradation is far advanced. Civic
participation must therefore be habitual, not reactive — a standing commitment, not a

crisis response.

Economic engagement. The confirmed liberty-yield relationship tells us that
governance quality is priced into financial markets, even if the pricing is slow and
imperfect. Citizens who make investment decisions — pension allocations, sovereign
bond holdings, emerging market exposure — can incorporate governance risk into
their portfolio construction. Institutional investors with fiduciary duties should
consider whether sovereign credit assessments that ignore governance trajectories are
adequately pricing the risks documented in this book. The three-to-twelve-year credit
lag identified in Part IV suggests that markets currently underprice governance risk

during the early stages of erosion, creating both a risk and an opportunity.

What Researchers Should Do Next

The audit identified several priorities for future research, each of which would
strengthen the Political Topology framework and address its most significant

limitations. We list them in order of impact.

Independent tyranny measurement. The framework’s most significant structural
limitation is that Tyranny (T) is computed as a residual rather than measured
independently. Since T = 100 - L - C by construction, measurement error in Liberty or
Chaos is mechanically transmitted to Tyranny with the opposite sign. If Freedom
House systematically overstates a country’s liberty, the framework correspondingly
understates its tyranny. Future research should develop independent tyranny
indicators — indices of executive concentration, political prisoner counts, surveillance
intensity, extrajudicial violence, media ownership concentration, and judicial
independence — and test whether the ternary constraint (L. + T + C = 100) holds
empirically when all three components are measured independently. This is the single
highest-priority extension of the framework, because it would transform the ternary

constraint from a definitional assumption into a testable hypothesis.
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Expanded Human Capital Index. The Great Decoupling finding depends on the HCI as
a measure of national capability. But the HCI captures only a subset of capability
dimensions — primarily health and education. Future research should expand the
capability measurement to include technological infrastructure (broadband
penetration, Al adoption, digital government services), institutional capacity (state
effectiveness, bureaucratic quality, revenue mobilisation), military capability (as a
proxy for coercive potential), and economic diversification (export complexity,
industrial depth). A richer capability index would allow for finer discrimination
between the thirty-nine capable autocracies and would test whether different
dimensions of capability interact differently with political freedom. The hypothesis is
that coercive capability deepens the tyranny well while administrative capability may

strengthen any basin, including the democratic plateau.

Time-series sovereign credit model. The confirmed liberty-yield relationship (f = -0.35)
is estimated from cross-sectional data. A time-series model that tracks the
relationship within countries over time would be more powerful and more relevant for
forecasting. Specifically, a Granger causality test — does lagged Liberty predict yields
after controlling for lagged yields and debt-to-GDP? — would establish the temporal
ordering of the relationship and address the reverse-causality concern identified in
the Phase 5 diagnostic. Preliminary analysis of the credit lag (3—12 years between
governance erosion and yield repricing) suggests that Liberty does Granger-cause
yield changes, but a formal panel test with country fixed effects is needed to confirm
this. The practical value would be enormous: a validated, causal relationship between
governance and sovereign credit would provide a quantitative basis for incorporating
governance risk into sovereign debt pricing, credit rating methodologies, and central

bank reserve management.

Continuous-time estimation. The Langevin SDE framework in Part Il provides the
theoretical structure for continuous-time estimation, but the current implementation
uses discrete-time approximations on an irregularly spaced panel. The time spacing
varies from one year (for modern observations) to ten or twenty years (for nineteenth-
century observations), creating heterogeneous precision across the sample. A f of 0.96
per period is meaningfully different depending on whether the period is one year or
ten years. Future work should estimate a continuous-time Markov chain directly using
matrix exponentials, which would provide a unified framework that bridges the
discrete transition data and the continuous potential landscape, and would correctly

handle the irregular spacing.
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External validation. Perhaps the most important next step is external validation. The
audit tested the thesis against its own data. It did not attempt to replicate the dataset
from primary sources, nor did it test the thesis’s claims against alternative datasets. An
independent replication study using V-Dem data alone, or Polity data alone, or the
Economist Intelligence Unit’s Democracy Index, would test whether the tristable
landscape, the critical instability threshold, and the liberty-yield relationship are
robust across different measurement systems. The forthcoming 2026 reports from
Freedom House and V-Dem will provide the first out-of-sample test of the audit’s

predictions.

A Note on Honest Hope

There is a difference between hope and wishful thinking. Wishful thinking denies the
evidence, finds comfort in reassuring narratives, and assumes that historical
momentum will carry democratic institutions forward regardless of what citizens do
or fail to do. Hope, by contrast, acknowledges the evidence fully, understands the
forces at work, and commits to action in full knowledge that the outcome is not

guaranteed. The recalibrated thesis demands the latter.

The Political Topology framework, after audit, tells us that the situation is serious
but not hopeless. These are not contradictory descriptions. They are complementary
ones. The seriousness provides the motivation. The non-hopelessness provides the
rationale for effort. A situation that is hopeless requires no action — the outcome is
determined. A situation that is not serious requires no urgency — the outcome will take
care of itself. It is precisely in the space between these two poles that human agency

matters most.

Consider the mathematics. The AR(1) parameter of f = 0.96 tells us that the long-
run equilibrium of the system is L* = 81.6, well within the democratic plateau. This is
the gravitational centre of the political landscape, the position toward which countries
with functioning institutions naturally drift. But the mean-reversion force is weak —
only 4% of the deviation from equilibrium is corrected per period. A country declining
at -4.2 points per year can outrun the mean-reversion force for many years before the
restoring force becomes dominant. The race between erosion velocity and mean

reversion is the defining contest of the present moment.

The path-dependence findings add a complication. Because direction of travel is

self-reinforcing, a country that has been declining for an extended period faces a
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headwind that the unconditional mean-reversion calculation does not capture. The
declining country must not merely stop declining; it must reverse direction against the
momentum of its own trajectory. This is harder than the simple AR(1) model suggests,
and it means that the sooner corrective action is taken, the less energy is required to
effect it. A country at L = 77 and declining needs less corrective force than the same
country at L. = 65 and declining, not merely because it is closer to equilibrium but

because it has accumulated less negative momentum.

The counter-arguments provide grounds for cautious optimism. The GDP threshold
has never been breached: no wealthy democracy has ever collapsed. The tenure effect
is powerful: long-standing democracies have almost always recovered from
backsliding. The generational transition favours democratic values. These are not
minor caveats. They are structural features of the landscape that operate in favour of

democratic resilience, and they apply to the United States with particular force.

But structural advantages are not destiny. They are resources. They provide the raw
material for recovery, not the recovery itself. A country with strong economic
foundations, a long democratic tradition, and favourable demographics can still erode
into the hybrid trap if its citizens disengage, its institutions are captured, and its
political culture normalises the violation of democratic norms. The structural
advantages lower the barrier to recovery; they do not eliminate the need for someone

to push the marble back uphill.

This is what honest hope looks like: a clear-eyed assessment that the situation is
navigable but not self-correcting, that the resources for recovery exist but must be
mobilised, and that the window for effective action, while still open, is not guaranteed
to remain so indefinitely. The mathematics provide the map. The history provides the

precedents. The choice belongs to the citizens.

The Closing

Throughout this book, we have used a metaphor: a marble on a landscape. The marble
is a country. The landscape is the potential function that governs its motion — the
attractor basins and saddle points that pull and push it through political space. The
mathematics of the Langevin equation describe how the marble moves: slowly, under

the combined influence of the landscape’s gradient and the random shocks of history.

The audit in this Part has refined our understanding of that landscape. It has three

basins, not two. The democratic plateau is not the deepest one — the tyranny well is.
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The critical instability zone between L = 52 and 55 is the ridgeline between recovery
and collapse. AR(1) persistence dominates — the marble moves slowly. And direction of
travel matters: a marble rolling downhill picks up momentum that a marble sitting still

does not possess.

What the mathematics cannot tell us is whether we will choose to act. The
landscape describes forces, not fates. A marble on a slope can be caught, redirected,
pushed back uphill. But doing so requires recognising that it is moving, understanding
the direction and speed of its travel, and committing the energy necessary to alter its
course. This book has tried to provide the first two of those three requirements. The
recognition, and the understanding. The third — the commitment — is not something

any book can supply.

Political topology teaches us that freedom is not a destination but a position in
space — one that requires constant energy to maintain. The mathematics are
clear: drift is always toward the nearest attractor. The question for every
society is whether it will generate enough energy to resist the pull of the well.

Picture a marble resting on an elevated plateau. The plateau is wide and gently
contoured, held in place by walls built over centuries — constitutions, courts,
legislatures, a free press, the habits of civic participation. Below the plateau, the
landscape falls away steeply toward a deep basin from which few travellers return.
Between them lies a broad, shallow depression where the marble can linger for
decades, neither rising to the plateau nor falling to the well, trapped in a zone of

diminished aspiration and eroded possibility.

Now picture the marble in motion. It has been moving for nearly two decades,
drifting slowly down the gentle slope that leads from the centre of the plateau toward
its edge. The motion is almost imperceptible in any single year — a fraction of a point, a
norm violated here, an institution weakened there, a guardrail removed so quietly that
most observers do not notice until the next one falls. But the Langevin mathematics
are precise about what happens next. The marble accelerates as the gradient steepens.
The restoring forces, which were strong at the centre of the plateau, weaken at its edge.
And the critical instability zone — that narrow band between L = 52 and 55 where

recovery rates collapse from 82% to 3% — lies ahead, closer than it was a decade ago,
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though precisely how close depends on measurements that the world’s best

democracy indices do not agree upon.

The marble does not choose to roll. But the people who built the plateau chose to
build it, and the people who maintain it choose every day whether to keep the walls in
repair. The mathematics tell us what happens when they stop choosing. The history
tells us that some do stop, and that the consequences are measured in centuries. And
the data — 91 countries, 225 years, 1,656 observations of humanity’s long experiment
with self-governance — tells us that the choice has never been more consequential

than it is right now.

The twenty-first century will be defined by this contest. Not by the technologies we
build, though they will shape the battlefield. Not by the economies we grow, though
they will fund the contestants. Not by the leaders we elect, though they will make the
decisions that matter most in the moments that matter most. The century will be
defined by whether the democratic plateau — that extraordinary, improbable, hard-
won achievement of human civilisation — can be maintained against the constant,

patient, gravitational pull of the tyranny well.

The potential landscape is not a metaphor. It is a mathematical object estimated
from two centuries of data. The forces it describes are real. The basins it maps are
measurable. The critical thresholds it identifies are empirically confirmed. And the

message it delivers is simple, urgent, and entirely within our power to heed:

The walls are worth maintaining. The plateau is worth defending. And the marble,

for the moment, is still within reach.
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APPENDIX

Technical Appendix

A. Statistical Methods

Gaussian Mixture Model (GMM)

The political-topology framework identifies discrete regime clusters using a Gaussian
Mixture Model estimated via Expectation-Maximization (EM). The GMM assumes the
observed distribution of liberty scores arises from a finite mixture of Gaussian

components, each representing a latent regime type. For an observation x;, the

likelihood is:
plxy) = S m, N(x; | up, 01%)

where m is the mixing weight, . the mean, and oy the variance of component k. The

EM algorithm iterates between an E-step (computing posterior responsibilities) and an
M-step (updating parameters) until convergence. We select the number of components
using the Bayesian Information Criterion (BIC). A three-component solution (K=3)
yields a BIC improvement of ABIC = 193.9 over K=2, providing strong evidence for
three distinct basins: autocratic (u = 18), hybrid (u = 48), and democratic (u = 82). The
K=4 solution offers negligible improvement (ABIC < 5), confirming the three-basin

topology.
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The three components correspond to the attractor basins central to the book's
argument. Countries cluster naturally around these modes, with the hybrid basin
exhibiting the highest variance (o = 12), consistent with its characterization as a zone

of instability.

Langevin Stochastic Differential Equation

To formalize the attractor-basin landscape, we model liberty dynamics as overdamped

Langevin motion in a potential field:
dL =-V'(L)dt + odW (A1)

where L is the liberty score, V(L) is the potential function, o is the noise intensity, and
dW is a Wiener process. The drift function -V'(L) is estimated non-parametrically from
year-over-year changes in liberty scores, using kernel smoothing (Gaussian kernel,
bandwidth selected by Silverman's rule). The potential is then recovered by numerical

integration:
V(L) = ~Ji" fix)dx

where f{x) is the estimated drift. The reconstructed potential reveals three wells
(minima) corresponding to the GMM-identified basins, with barrier heights of
approximately 0.8 units (autocratic-to-hybrid) and 0.5 units (hybrid-to-democratic).
The asymmetry of barrier heights implies that escaping the autocratic basin requires
larger shocks than escaping the hybrid zone, consistent with observed transition

frequencies.

AR(1) Persistence Model
We test whether liberty scores exhibit strong path dependence using a first-order
autoregressive model:

Lis=a+BLis1+¢&; (A.2)

Pooled OLS across 193 countries and 53 years yields B = 0.96 (SE = 0.002) and R? =
0.87. The near-unit-root coefficient confirms extreme persistence: a country at liberty
score 40 has an expected score of 39.4 one year later, barely different from its current

position. The AIC of the AR(1) model is more than 300 units lower than a discrete-stage
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model (with stage dummies), demonstrating that the continuous persistence model
provides a far superior fit to the data. Newey-West standard errors with 3-year lag
correction account for serial correlation. Hausman tests confirm that fixed-effects and

random-effects specifications yield substantively identical estimates for (3.

Bootstrap and Resampling

All confidence intervals and standard errors are computed via a country-cluster
bootstrap with 1,000 iterations. In each iteration, we resample countries (not country-
years) with replacement to preserve the within-country correlation structure. For the
GMM analysis, each bootstrap iteration re-estimates all three component parameters.
For the AR(1) model, each iteration re-estimates  on the resampled panel. The 95%
confidence intervals are computed as the 2.5th and 97.5th percentiles of the bootstrap
distribution. This approach is preferred over analytic standard errors because it
makes no distributional assumptions and naturally accounts for the clustered,

heteroskedastic structure of cross-national panel data.

Survival Analysis

We analyze the duration of regime spells using Kaplan-Meier survival curves and log-
rank tests. A regime spell is defined as a continuous period during which a country
remains within one of the three GMM-defined basins. Spell termination (the "event")
occurs when a country's liberty score crosses a basin boundary and remains in the
new basin for at least two consecutive years (to filter noise). Kaplan-Meier estimates
reveal that the median survival time for the autocratic basin is 38 years, for the hybrid
basin 12 years, and for the democratic basin exceeds the observation window (right-
censored). Log-rank tests confirm statistically significant differences in survival
functions across all three basin pairs (p < 0.001). The short median survival of hybrid
regimes provides quantitative support for the "hybrid trap" concept developed in the

text.

B. Four-Factor Sovereign Credit Model

Chapter 12 introduces a parsimonious model linking sovereign bond yields to regime

characteristics. The specification is:

Yield; = a + B;Liberty; + BoDebt; + B3Reserve; + 4Velocity; + €; (B.1)
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Table A.1: Four-Factor Sovereign Credit Model Estimates

Variable Coefficient Std. Error

Intercept (o) 8.42 0.91 9.25 <0.001
Liberty Score (87) -0.35 0.06 -5.83 <0.001
Debt/GDP (B,) 0.02 0.005 4.00 <0.001
Reserve Currency (B3) -2.08 0.42 -4.95 <0.001
Regime Velocity (B,) 1.15 0.31 3.71 <0.001

N =87 countries. R? = 0.79. Standard errors are heteroskedasticity-robust (HC1). Reserve Currency is a binary indicator for currencies

composing >1% of global reserves. Regime Velocity is the 5-year rolling standard deviation of liberty-score changes.

The liberty coefficient (§; = -0.35) implies that a 10-point increase in liberty score

is associated with a 350-basis-point reduction in sovereign yields, holding other
factors constant. The reserve-currency premium of approximately 2,080 basis points
captures the "exorbitant privilege" of reserve-currency issuers, whose bonds serve as
global safe assets regardless of fiscal fundamentals. Regime velocity captures the
market penalty for political instability: countries with rapidly changing liberty scores

pay higher borrowing costs even if their current score is relatively high.

C. Human Capabilities Index (HCI) Construction

The Human Capabilities Index aggregates 15 indicators across 7 domains to measure
the breadth of substantive freedoms available to a country's population. The domains
and their constituent indicators are:

1. Health: life expectancy at birth, infant mortality rate. 2. Education: mean years of
schooling, expected years of schooling, literacy rate. 3. Economic Access: GNI per
capita (log), labor force participation rate. 4. Political Voice: Freedom House political
rights score, V-Dem participatory component. 5. Legal Protection: rule of law index
(WGI), property rights score. 6. Social Inclusion: gender inequality index (inverted),
Gini coefficient (inverted). 7. Information Access: internet penetration rate, press

freedom score.

Each indicator is normalized to a 0-1 scale using min-max normalization across the
full country-year panel. Domain scores are computed as the arithmetic mean of their

constituent indicators. The overall HCI is the arithmetic mean of the seven domain
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scores. This simple aggregation is chosen for transparency and replicability, following

the methodology of the UNDP's Human Development Index.

The HCI correlates with the HDI at r = 0.92 (p < 0.001, N = 186), validating its
coverage of human development. However, it diverges meaningfully from the HDI for
capable autocracies (e.g., Singapore, UAE) where economic and health indicators are
high but political voice and press freedom scores are low. This divergence is precisely
the analytical leverage the HCI provides: it reveals the capability deficits that the HDI,

with its narrower focus, does not capture.

D. Eight-Stage Coding Protocol

The eight-stage regime classification used throughout the book codes each country-
year into one of the following stages based on liberty score thresholds, supplemented

by qualitative assessment for borderline cases:

Table A.2: Eight-Stage Regime Classification

Liberty

Stage Label Description
Range

No political competition; single party or personal

1 Closed Autocracy 0-12
rule
. Consolidating authoritarian control; eliminating
2 Hardening Autocracy 18=25 .
opposition
. Elections held but systematically unfair; opposition
3 Competitive Autocracy 26-37
tolerated
4 Hybrid: Autocratic o Mixed institutions; elections meaningful but
Leaning constrained
s Hybrid: Democratic 51-62 Genuine competition with significant institutional
Leaning weaknesses
Free elections; emerging rule of law; civil liberties
6 Electoral Democracy 63-75
gaps
) Strong institutions; protected rights; independent
7 Liberal Democracy 76-90 o
judiciary
] Comprehensive rights protection; robust checks and
8 Full Liberal Democracy 91-100

balances
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Two trained coders independently classified a random sample of 200 country-years.
Inter-coder reliability was assessed using Cohen's kappa (k = 0.78), indicating
substantial agreement. Disagreements were resolved through discussion and
reference to the original Freedom House and V-Dem source data. The 0.78 kappa
exceeds the conventional threshold of 0.70 for acceptable inter-coder reliability in

political science classification tasks.
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Data Sources and Crosswalk

Freedom House: Freedom in the World (1972-2025)

The primary liberty metric. Freedom House rates countries on Political Rights (1-7)
and Civil Liberties (1-7), where 1 = most free. We invert and rescale the aggregate
score to a 0-100 liberty scale: Liberty = 100 - (PR + CL - 2) / 12) x 100. This
transformation maps the most repressive possible score (7, 7) to O and the most free
(1, 1) to 100. Coverage: 195 countries and territories, updated annually.
Methodological note: Freedom House revised its methodology in 2003 (adding sub-
questions) and in 2017 (shifting to a 100-point aggregate). We use the sub-question-
based aggregate where available and the rescaled PR/CL scores for pre-2003 years,

ensuring continuity.

V-Dem: Varieties of Democracy (1789-2025)

The Liberal Democracy Index (v2x_libdem) provides a complementary measure coded
by country experts using a Bayesian item response theory model. V-Dem's continuous
0-1 scale is rescaled to 0-100 for comparability. We use V-Dem primarily for the deep
historical series (pre-1972) and as a robustness check for the Freedom House-based
results. Correlation between the two measures in the overlap period (1972-2025) isr =

0.93. V-Dem version 14 is used throughout.

Fragile States Index (2006—-2025)

Published by the Fund for Peace, the FSI aggregates 12 conflict and governance
indicators across social, economic, and political dimensions. Scores range from 0
(most stable) to 120 (most fragile). We use the FSI primarily in Chapter 9 (state fragility
analysis) and Chapter 15 (early warning systems). The FSI's short time span (20 years)
limits its utility for historical analysis but provides granular, annually updated

measures of institutional weakness.

Polity Project (1800-2018)

The Polity5 dataset (Marshall and Gurr 2020) provides the polity2 composite score
(-10 to +10) for the longest continuous time series of regime characteristics. We
convert to our liberty scale using: Liberty = (polity2 + 10) x 5. The Polity project ceased

updates in 2018, so we use it only for historical analysis and robustness checks.
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Periods of transition (-77), interruption (-66), and interregnum (-88) are treated as

missing data.

World Governance Indicators (1996-2023)

The World Bank's WGI provides six governance dimensions: Voice and Accountability,
Political Stability, Government Effectiveness, Regulatory Quality, Rule of Law, and
Control of Corruption. Each is measured on a -2.5 to +2.5 scale. We use individual
dimensions as covariates in the sovereign credit model and as inputs to the HCI.

Coverage: 215 economies, biennial before 2002, annual thereafter.

World Bank, UNDP, and IMF Data

Economic variables (GDP per capita, debt-to-GDP ratio, trade openness) are drawn
from the World Bank's World Development Indicators and the IMF's World Economic
Outlook. Human development indicators (life expectancy, schooling, GNI per capita)
come from the UNDP's Human Development Reports. Reserve currency status is coded
from IMF COFER (Currency Composition of Official Foreign Exchange Reserves) data.

Data Crosswalk and Harmonization

Where country codes differ across datasets, we harmonize using ISO 3166-1 alpha-3
codes. Temporal gaps are not interpolated; missing years are treated as missing data.
The crosswalk between Freedom House aggregate scores and the eight-stage
classification achieves a 67% exact-match rate. The remaining 33% of cases fall within
one stage of the crosswalk prediction, with discrepancies concentrated at stage
boundaries (stages 3—4 and 6-7). All crosswalk mappings and the master country-year

panel are provided in the replication data files.
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Replication Code Guide

All analyses in this book can be reproduced using 26 Python scripts organized in five
phases. The complete codebase, data files, and documentation are available in the

open-source repository.

Phase 1: Foundation Audit
Scripts: phasel_x.py, fix—-series_x*.py

These scripts ingest raw data from Freedom House, V-Dem, and Polity, construct the
unified liberty-score panel, and perform the crosswalk validation. Output: the master

country-year panel used by all subsequent phases.
Phase 2: Model Hardening

Scripts: b1l_gmm. py, b2_potential.py, b4_survival.py, b8_stage.py

b1l_gmm.py estimates the Gaussian Mixture Model for K = 2 through 6 and computes
BIC for model selection. b2_potential.py estimates the Langevin drift function and
reconstructs the potential landscape. b4_survival.py computes Kaplan-Meier
survival curves and log-rank tests for regime spells. b8_stage.py implements the

eight-stage classification and computes inter-coder reliability statistics.
Phase 3: US Case Hardening

Scripts: phase3_*.py, fix01.py through fix@7.py

These scripts apply the topology framework to the United States as a detailed case
study, generating the time series, stage classifications, and institutional analysis

presented in Chapter 14.
Phase 4: Missing Evidence

Scripts: c3_.py through c10_x. py

This phase generates analyses that were identified as gaps during peer review:
regional diffusion effects (c3), economic correlates (c4), military-institutional
interactions (c5), capable autocracy profiles (c6), democratic recession patterns (c7),
safe-asset analysis (c8), hybrid-trap duration models (c9), and backsliding early-

warning indicators (c10).
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Phase 5: Recalibration
Scripts: phase5_x. py, rp_x.py

Final robustness checks, sensitivity analyses, and recalibration of models after
incorporating reviewer feedback. Includes bootstrap resampling, alternative

clustering methods, and out-of-sample prediction tests.

Data Files

political-topology—-data.xlsx — Master dataset with all country-year
observations, liberty scores, regime classifications, and covariates. political-
topology-flat.csv — Flat CSV export of the master dataset for use with any
statistical software. human_capabilities_index.x1lsx — HCI scores, domain scores,

and constituent indicators for all available country-years.

Requirements

All scripts require Python 3.x with the standard scientific stack (NumPy, SciPy, pandas,
matplotlib, scikit-learn, statsmodels, lifelines). No proprietary software is needed. A
requirements.txt file is provided for environment setup via pip install -r

requirements. txt.
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