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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/].jfineco.2004.05.007.

1 Summary

1.1 The Paper

Bekaert, Harvey, and Lundblad ask whether equity market liberalization raises economic growth,
and their full ordinary least squares specification answers that official liberalization raises annual
real GDP per capita growth by 1.20 percentage points. The estimate comes from a 95 country
World Development Indicators panel for 1980 through 1997 combined with a country chronology
of official equity market openings. The pooled regressions average results across three staggered
schemes of nonoverlapping five year growth windows.

1.2 Replication Findings

The replication recovers the headline result closely. Official Liberalization equals 0.0121 with a
conventional standard error of 0.0046 and a t statistic of 2.64, against the paper’s 0.0120 with a
standard error of 0.0044. Each replicated scheme contains 285 observations from all 95 published
countries. Initial GDP and life expectancy also reproduce closely, while several insignificant controls
differ in magnitude, so the full table qualifies as a qualitative match built around a nearly exact
headline coefficient.

Extending the specification to 1998 through 2014 yields 0.0040 with a standard error of 0.0036
and a t statistic of 1.10. The post sample sign survives, but the magnitude falls to one third of the
paper estimate and loses significance. Because the liberalization events largely precede the new
window, this extension tests persistence rather than the growth effect of a fresh opening.



2 Data

The paper uses the World Development Indicators CD ROM for 1980 through 1997 together with
the Official Liberalization chronology printed in Appendix A. The replication enforces the same 95
country list before sample construction. Its primary input is the April 1999 World Development
Indicators release, and the April 2001 release fills sparse missing observations. Sixteen remaining
GDP level gaps for Germany, Kuwait, and Oman use current World Development Indicators
GDP per capita after within country rescaling on overlapping years. Country growth moments in
Appendix C validate the April 1999 vintage independently of the target regression.

The annual panel contains 1,710 country years, and each in sample regression contains 285
country periods and 95 countries. Controls use within country linear interpolation with endpoint
carry. The post sample test draws on current World Development Indicators observations for 1995
through 2014, where complete case estimation retains an average of 255 country periods and 85
countries. The design needs neither WRDS data nor an identifier merge, because Appendix A
supplies the country identifier and the treatment date directly.

3 Methodology

For country i, annual growth is
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The dependent observation is the mean of g; ; over five years. The three schemes cover 1981 through
1995, 1982 through 1996, and 1983 through 1997, and each scheme contains three nonoverlapping
windows. The replication runs pooled ordinary least squares separately by scheme and averages
both the coefficient estimates and the conventional ordinary least squares standard errors.

The full specification includes a constant, log real GDP per capita in 1980, government con-
sumption divided by GDP, secondary enrollment, population growth, log life expectancy, and
Official Liberalization. Controls and treatment take their values in the year immediately before
each growth window. This timing implements the paper’s X;; and Lib; ; predicting growth from
t +1 onward and respects its statement that the regressors are predetermined. The model has no
tixed effects and uses conventional ordinary least squares inference.

Key differences from the paper. The exact CD ROM release used by the authors is unavailable.
The replication substitutes a nearby historical release, a second older release for the gaps, and
a small rescaled current vintage GDP supplement. It also interpolates irregular annual control
observations, because the paper does not state its missing value procedure. These deviations affect
some control magnitudes but leave the headline estimate nearly unchanged.



4 Results

4.1 Table 4 Panel A

Table 1: Full pooled growth regression

Replication Paper
Variable Coef. SE t Coef. SE t
Constant -0.3296  0.0572 -5.77 -0.3093 0.0606 -5.10
Initial log GDP -0.0090 0.0021 -4.23 -0.0084 0.0024 -3.50
Government/GDP -0.0049 0.0239 -0.20 -0.0007 0.0318 -0.02
Enrollment -0.0057 0.0106 -0.53 -0.0029 0.0138 -0.21
Population growth -0.3630 0.1424 -255 -0.2616 0.1947 -1.34
Log life expectancy 0.1005 0.0157 6.40 0.0935 0.0159 5.88
Official Liberalization =~ 0.0121 0.0046 2.64 0.0120 0.0044 2.73
Adjusted R? 0.235 0.217

Conventional OLS SE. No fixed effects. Replication N 285 and 95 countries per scheme.
Paper t statistics are ratios of the printed coefficients to printed rounded SEs.

Official Liberalization matches in sign, significance, and magnitude. Its replicated coefficient differs
from the paper by less than one percent, while its standard error differs by about five percent. Initial
GDP and life expectancy recover the conditional convergence pattern and the positive association
with health. Government consumption and enrollment remain economically small and insignificant.
Population growth is more negative in the replication and crosses the five percent significance
threshold. Revisions across data releases and interpolation can move this volatile control more
than they move the treatment coefficient. The adjusted R? rises modestly from 0.217 to 0.235.

4.2 Post Sample Persistence

Table 2: Official Liberalization in the 1998 through 2014 extension

Scheme Coefficient SE t N
1998 through 2012 0.0019 0.0036 0.53 255
1999 through 2013 0.0044 0.0038 1.16 255
2000 through 2014 0.0056 0.0035 1.62 255
Average 0.0040 0.0036 1.10 255

Conventional OLS SE. No fixed effects. Average country count 85.

The positive point estimate survives in every extension scheme, but none reaches conventional
significance, and the average effect falls by two thirds relative to the in sample paper estimate. A
permanent treatment indicator contains little new time variation after the liberalization wave, so
the extension measures whether the earlier growth premium persists across countries. It does not
establish the effect of a new liberalization event. The evidence therefore supports a weaker post
sample association rather than a reversal.



