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This report was generated autonomously by an Al replication pipeline for the “Does Empirical Finance Replicate?” project.
It documents one attempt to reproduce the paper’s main analysis from the data and methods described below. Individual
replications may contain mistakes. Treat the numbers as estimates to be checked, not as a verdict on the original paper. Original
article: doi:10.1016/50304-405X(03)00144-2.

1 Summary

1.1 The Paper

Beck, Demirgiic-Kunt, and Levine ask whether colonial legal origin and the disease environment that European settlers
faced explain modern financial development. They study 70 former colonies. Private credit and stock market capital-
ization are averaged over 1990 through 1995, and property rights are measured in 1997. Cross-country OLS regressions
relate these three outcomes to French legal origin and log settler mortality. The paper reports strong support for the
endowment view and qualified support for the legal origin view.

1.2 Replication Findings

Table 4 replicates exactly. Across its 18 regressions, coefficients and HC1 robust standard errors agree with the pub-
lished values to displayed precision in nearly every cell. The authors” public workbook supplies the unrounded 70-
country data together with every control the table uses.

The replication also reproduces the paper’s qualification. Settler mortality stays robust for private credit and stock
market development. French legal origin stays robust for property rights and generally for stock market development,
but not for private credit across all control sets. Re-estimating the two financial outcomes over 2015 through 2020 con-
firms the private credit endowment result. The out-of-sample evidence weakens overall, because several coefficients
keep the paper’s signs while losing significance at the 5 percent level.

2 Data

The paper combines IMF International Financial Statistics, World Bank sources, IFC market data, the LLSV legal origin
and religion data, the Heritage Foundation property rights index, AJR settler mortality, and Easterly and Levine conti-
nent, independence, and ethnic fractionalization measures. The estimation universe contains 70 former colonies with
British or French legal origin. Property Rights has 69 observations because the Central African Republic is missing.

The replication draws its in-sample data from the authors’ public workbook, distributed through DataverseNL under
DOI 10.34894 /PPQDQE. The workbook’s small sheet is the exact estimation sample, so no proxy variable or merge is
needed.



The out-of-sample analysis takes 2015 through 2020 outcomes from the World Bank Global Financial Development
Database. GFDD.DI.12 measures private credit by banks and other financial institutions as a percentage of GDP, and
GFDD.DM.01 measures listed equity capitalization as a percentage of GDP. ISO3 codes link these series to the authors’
countries, with Zaire mapped to the Democratic Republic of the Congo. Private Credit covers 67 countries and Stock
Market Development covers 34. Stock counts do not apply to country-level regressions.

3 Methodology

For country i, each equation is
Y; = a + By log(SettlerMortality;) 4+ poFrenchLegalOrigin; + I'X; + ¢;.

The three dependent variables are Private Credit, Stock Market Development, and Property Rights. The six specifica-
tions add, in turn, no controls, continent controls, religion controls, Independence, Ethnic Fractionalization, and the
combined continent, Independence, and Ethnic Fractionalization controls. Every model is estimated by OLS with HC1
heteroskedasticity-robust standard errors, without fixed effects or clustering.

The out-of-sample analysis keeps the same historical regressors, controls, estimator, and six specifications, and replaces
only the two time-varying financial outcomes with their 2015 through 2020 counterparts. It omits Property Rights,
whose fixed 1997 index has no clean time-varying continuation.

Key differences from the paper. The in-sample analysis differs in no substantive respect. HC1 operationalizes the
paper’s robust standard errors. The out-of-sample analysis changes the outcome period and source while holding the
economic definitions fixed.

4 Results

4.1 Table4

Table 1 reports the two focal coefficients for all 18 regressions. Each cell gives the coefficient followed by its t statistic.
The replication matches both the magnitudes and inference. The authors’ data yield adjusted R? = 0.309 rather than
the paper’s 0.304 for the bare Property Rights equation, while its coefficient, standard error, and N match.

Table 1: Full Table 4 replication

Outcome  Controls Paper SM Repl. SM Paper French Repl. French N
PC Bare —0.151 (—5.81)  —0.151 (—=5.73)  —0.141 (-239)  —0.141 (—2.40) 70
PC Continent —0.130 (—3.82)  —0.130 (—3.78)  —0.097 (-1.76)  —0.097 (-1.78) 70
PC Religion —0.157 (-5.61)  —0.157 (—5.66)  —0.054 (—0.73) ~ —0.054 (—0.74) 70
PC Independence  —0.160 (—5.71)  —0.160 (—=5.78)  —0.115(-1.49)  —0.115(—149) 70
PC Ethnic —0.148 (—=5.29)  —0.148 (=5.33)  —0.144 (—2.44) —0.144 (—2.42) 70
PC Combined —0.127 (-3.63)  —0.127 (-3.59)  —0.108 (-1.57)  —0.108 (-1.56) 70
SMD Bare —0.145 (—3.82)  —0.145(—3.85)  —0.268 (—3.15)  —0.268 (—3.13) 70
SMD Continent —0.164 (—2.69)  —0.164 (—2.68)  —0.229 (—2.90)  —0.229 (—2.89) 70
SMD Religion —0.147 (-3.68)  —0.147 (—=3.72)  —0.146 (—1.62)  —0.146 (—1.63) 70
SMD Independence  —0.156 (—3.18) —0.156 (—3.20) —0.240 (—3.33) —0240 (—3.34) 70
SMD Ethnic —0.167 (—3.41)  —0.167 (—3.42)  —0.246 (—3.08)  —0.246 (—3.07) 70
SMD Combined —0.161 (-2.56)  —0.161 (—2.56)  —0.232 (—3.27)  —0.232(-3.25) 70
PR Bare —0.279 (-349) —0.279 (—-349) —0.781(-3.50) —0.781 (—3.51) 69
PR Continent —0.088 (—0.87)  —0.088 (—0.87) —0.810 (—3.75)  —0.810 (—3.74) 69
PR Religion —0277 (-338)  —0277 (—339) —0.853 (—2.75) —0.853 (—2.75) 69
PR Independence  —0.251 (—-2.89)  —0.251 (—2.90) —0.856 (—-3.77) —0.856 (—=3.77) 69
PR Ethnic —0.232 (—2.44) —0.232(-244) —0.833(-3.61) —0.833(—3.60) 69
PR Combined —0.082 (-0.75) ~ —0.082 (—0.74)  —0.816 (—3.78)  —0.816 (—3.77) 69

Notes. SM denotes log Settler Mortality. French denotes French Legal Origin. Replication standard errors use HC1. The models have no fixed effects and no
clustering. N is 70 for PC and SMD and 69 for PR. Stock counts are not applicable.

Settler mortality is negative and statistically significant in every Private Credit and Stock Market Development equa-
tion. It loses significance in Property Rights once the model includes the Africa dummy. French legal origin is not
robust for Private Credit, loses significance in the religion specification for Stock Market Development, and remains
significant in every Property Rights equation. These patterns reproduce the paper’s substantive interpretation.



4.2 Out-of-sample analysis

Table 2 shows the bare and combined out-of-sample equations. The bare Private Credit settler mortality coefficient
is —0.255 with t = —6.38, and the combined coefficient is —0.225 with t = —4.49. French legal origin is negative in
both and significant in the combined equation. The bare Stock Market Development coefficients remain negative. The
smaller 34-country sample weakens French legal origin after controls.

Table 2: Out-of-sample results for 2015 through 2020

Outcome Controls Settler Mortality ~ French Legal Origin N
Private Credit Bare —0.255 (—6.38) —0.144 (—-1.76) 67
Private Credit Combined  —0.225 (—4.49) —0.164 (—2.09) 67
Stock Market Development — Bare —0.543 (—1.83) —0.938 (-1.70) 34
Stock Market Development Combined  —0.729 (—1.79) —0.683 (—1.33) 34

Notes. Cells report coefficients and HC1 t statistics. The models have no fixed effects and no clustering. Stock counts are
not applicable.



