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ABSTRACT
The historical expansion of voting rights impadte financial development of a country.
Initially, voting rights were limited to wealthyitds, with only a gradual expansion towards
middle and lower classes. Political support focktmarket development rather than banking
development occurs because enfranchised elitesngked in it. The expansion of the
franchise changes political equilibria with the kiaig sector finding political support from
the newly enfranchised segment of the electorales Tiewly enfranchised electorate is
typically sparsely endowed in terms of financialdmgs and has thus less advantage in the
uncertainty that stock markets bring. Our panehaaidence covering the period 1830-1999
shows that countries with tighter restrictions tweit voting franchise rely more on stock
markets, whereas countries with broader votingchégse are more conducive towards the
banking sector, consistent with Perotti and vondtea’s (2006) predictions. Our results are
robust to controlling for other political determirta and the use of alternative datasets.
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1. Introduction

The political economy literature shows that stocarket finance and bank finance
confer distinct outcomes for society in terms cftabution of wealth, risk, and power (e.g.,
Pagano and Volpin, 2005; Perotti and von ThaddeAg6R The benefits and constraints of
these outcomes are differently distributed acrossrést groups in society as each interest
group — say, the various firms’ stakeholdet$as a different set of claims on firm revenues
(Hellwig, 2000; Rajan and Zingales, 2003a). Theenest groups have to win political
majorities that promote the financial environmehéy advocate. Political majorities are
determined by formal institutions of preference ragation (e.g., suffrage institutiohs
Explaining historical changes in financial systenmegjuire therefore evaluating shifts in
political power that countries encountered overetifRajan and Zingales, 2003b; Roe, 2003;
Gourevitch and Shinn, 2005; Perotti and von Thad@&06; Haber, North, and Weingast,
2007; see also North, 1999)Our paper is the first to empirically investigatew the
historical expansion of voting franchise for nafibrparliamentary elections impacts the
development and structure of a country’s finansjeitem.

There is ample evidence that policies aimed ateptwtg minority shareholders and
creditor rights and at supporting private contrattarrangements do matter for financial
development (La Porta, Lopez-de-Silanes, Shledad Vishny, 1997; Levine, 1998). The
population with the right to vote can influenceipoél decisions and induce policy choices
that better suit its preferences. Benmelech andkMeiz (2010) for example support

empirically the view that financial regulation wesploited by elites with political power for

! For a rich discussion on preferences of compasigkeholders and the possible alignments betwesn, thee
Gourevitch and Shinn (2005).

2 We use the terms “suffrage” and “franchise” intenegeably throughout the paper.

® Little consensus exists among financial economistshe forces driving financial development. Intpat
bodies of research focus on country’s structurgddiments to financial development such as leggirofLa
Porta, Lopez-de-Silanes, Shleifer, and Vishny, 198808), religion (Stulz and Williamson, 2003), modf
settlement (Beck, Demirgiic-Kunt, and Levine, 20@BH social capital endowment (Guiso, Sapienza, and
Zingales, 2004).



their own interests in nineteenth century Ameritlaey provide evidence that usury laws —
aiming at limiting the maximum legal interest ratesvere used to hamper competition and
control entry. States that restricted suffrageatxpaiying property owners tended to impose
more strict usury laws. Haber (2011) document®fazil, Mexico, and the United States that
less inclusive suffrage institutions amplified thaitical power of elites and that their power
inhibited policies governing banks, which in tuhraped the size and competitive structure of
banking sectof.In this paper, we argue that structural politichhnges have affected the
historical development of financial systems. A @lgolitical change in many countries
during the late nineteenth and twentieth centuthésexpansion of the voting franchise. The
advent of universal suffrage was long and not thiced at the same time across countries.
The voting rights were restricted across time apace according to wealth, social status,
education, gender and race. Broadly speaking, byetrly twentieth century most current
established democracies allowed the right to vatg t the wealthiest elites. They enlarged
it afterwards gradually to adult males and thefetale adults.

Paying attention to suffrage institutions givesighss into the shifts in political
equilibria affecting financial systems over timeheTexpansion of the voting franchise, by
moving progressively the pivotal voter towards theéldle class, modifies markedly the
electoral spectrum. In particular, democraticalgcted politicians become accountable to a
broader fraction of the population. The resultinglitgal agenda may influence market
outcomes towards the political preferences of ey enfranchised middle class. Because
middle class preferences received political sup@otountry’s reliance on stock markets or

bank credit can be (re)oriented. We examine hoerést groups endowed with voting rights

* Further examples on the influence of elites oarfiial regulation can be found in Lamoreaux andeRthsl
(2005), who describe well the history of the inamadion laws in France and the United States. &eRajan
and Zingales (2003b), Perotti and Volpin (2007 &ajan and Ramacharan (2009), whose studies dubgés
elites hinder financial development in order taniesbarriers to entry.

® The point in time the expansion of voting franehisok place varies considerably across countryir&sance,
New Zealand extended the voting right to all asidimen in 1893 whereas Switzerland gave full votigt to
women in 1971 only (see Section 3 and, e.g., RemBoysal, and Shanahan, 1997).



have affected stock markets and loan markets adioss, embedded in the premise
underlying interest group theory of suffrage indgtdns (Engerman and Sokoloff, 2005).

Our main analysis relies on a panel dataset ofoti&yts established democracies
covering the nineteenth and twentieth century amavhich we obtained sufficiently reliable
data on suffrage institutions and financial develept — but results are robust to employing a
broader set of countries for a more recent time&.sfammary statistics indicate that voting
franchise was low at the beginning of the twentieghtury, with on average 16.5% of the
population allowed to vote in 1900. This percentaggeased to 24.2% around 1913 and
crossed the 50% mark generally after the SeconddMgar only. Our evidence shows that
the expansion of the voting franchise had a stemanomic and statistical effect on financial
development. Countries with tighter restrictionstioair voting franchise tend to rely more on
stock markets, whereas countries with broader gdtianchise are more conducive towards
the banking sector, reflecting the political sugpof the newly enfranchised population.
Employing our most conservative estimates, a omedstrd deviation greater voting franchise
leads to a 32.7% lower degree of stock market abgation and a 12.1% greater banking
development. Countries with tighter restrictions \mting franchise tend to have a more
market-oriented financial structure. These findnudds regardless whether franchise is based
on the number of registered voters or valid votast.cOur results are also robust to the
inclusion of alternative political explanations satered in previous studies.

We further find that the time of adopting universaffrage has long-lasting impacts
on the relative market orientation of financial teyss. Our long-run evidence based on 35
countries reveals an impressive impact of the @elagtroduction of the universal suffrage on
the form of today’s financial systems: a 25-yedagén the introduction of universal suffrage
relates to a remarkable 17.5% increase in the tedianportance of stock markets relative to

the banking system.



Our study on the expansion of suffrage for natiopatliamentary elections finds
parallels in many other fields in finance, most ortpntly in debates on internal corporate
governance mechanisms. For example, our analysigpavide insights on the impacts of
low participation of retail investors in sharehaldaeeetings of publicly listed companies.
While retail investors also hold voting rights jlike institutional investors, they often do not
participate in shareholder meetings (Hewitt, 20T)is is a worldwide phenomenon and is
often viewed as leading to weak “effective” mingrghareholder rights due to corporate
governance structures that discourage small inkgesto attend shareholder meetings.
Recently, the SEC started investigations on ther paoticipation of retail investors and
initiated rule-making proposals that would provideentives for retail investors to participate
more often in shareholder meetirfgehese include ways to reduce costs for retailstoms to
cast votes and obtain relevant information. SiryiJahe European Union voted in 2007 the
European Shareholder’s Rights Directive that enésmights of small shareholders, as well
as facilitates participation in shareholder meetimg firms located outside their national
boundaries. Both initiatives may lead to an inceeas the “effective” suffrage of retalil
investors, who most likely have different econonpieferences than large institutional
shareholders.

A second application is shareholder-based versagelsblder-based corporate
governance systems. A good example of the latterGeymany, where employee
representatives have codetermination rights in doaeetings (Fauvera and Fuerst, 2006).
The suffrage base is then broader than in a shideshioased system where only legal owners
(i.e., the shareholders) have a say. Fauvera aast~2006) show that enlarging the voting
rights in boards to employee representatives lead#ferent corporate governance structures

and thus firm value, notably when cooperation betwmanagement and employees is most

6 See, for instance, http://online.wsj.com/article/SB12573461520682806%!; see also
http://www.sec.gov/investor/alerts/votingrules2ditth (both websites viewed on July 4, 2012).




needed. One reason is that employees have diffecemomic preferences than shareholders,
since their claims are less sensitive to the upgatential of firms. In contrast, shareholders
may have incentives to favour riskier corporatévecss.

The remainder of this paper is structured as falo®ection 2 presents the related
literature and our testable hypotheses. Sectiorestribes the data and proceeds with a
discussion of initial assessments of our hypotheSestion 4 contains our empirical results

while the robustness analysis is presented in @ebti Section 6 concludes.

2. The Palitics and Finance Nexus

This section reviews the existing literature andrélby clarifies the channel through
which voter political preferences affect finanaEvelopment and structure. In this way, we

lay out the main hypotheses.

2.1. Related Literature

Economic historians have long recognized that igaliforces exert a first-order effect
on changes in financial development (Haber, Noatihj Weingast, 2007)In their work,
Engerman and Sokoloff (1997) shed light on the tgbanstitutions arising during the
colonial era in the New World. According to there temergence of differing institutions is
due to initial conditions faced by New World colahsocieties established by the Europeans
— their respective factor endowments — that fodtexrguality or inequality. Close to their
endowments argument, Engerman and Sokoloff (2086 sthat greater inequality was

generally associated with tighter restrictions aning franchise. With tight restrictions on

" Haber and Perotti (2008) provide an excellent eyron the political economy underpinnings of finiahc
development. See also Roe and Siegel (2009).



voting franchise, elites wield disproportionate ipchl power. This allows them to shape a
regulatory environment that is favorable to thewmselin terms of access to finance and
economic opportunities. Limited political accounliép allows regulatory capture by elites,
which causes distortions in financial developmefs discussed in the Introduction,
Benmelech and Moskowitz (2010) and Haber (2011udwmnt how powerful elites influence
regulation in order to limit competition and accés<redit; see Rajan and Zingales (2003b),
Perotti and Volpin (2007), and Rajan and Ramaché2@f9), for other examples pertaining
to entry barriers. Investors on the London StockHaxge react negatively to the passage of
the Britain 1867 Reform Act, aiming at extending troting franchise as it would undermine
their property rights and their freedom of contri@airner and Zhan, 2012).

Improving political institutions undermine, howeydéne regulatory capture by elites
(see Barth, Caprio, and Levine, 2006, among otharsbitutions of preference aggregation —
i.e., elections — constitute indeed a corner storgemocracy since they have a fundamental
effect on financial policy choices made by elegbetiticians (Gourevitch and Shinn, 2005).
Governments’ activity and orientation have gengraihjor implications for how wealth and
power are distributed over their population, whidketermine economic and financial
outcomes. The rules and the conduct of electionsluding the determination of the
enfranchised population, have an equally impor&dfect on the distribution of wealth and
power in society.

Pagano and Volpin (2005) model the impact of elattoules (majoritarian versus
proportional) on the design of financial systemsesgtablished democracies. Although their
model stresses the role of interest group prefeenghich are determined by the distribution
of equity ownership in the economy, it does notdlén explain fully variations in the
financial systems within a country as changes etteral rules are rare. To account for

evolution of financial environments over time (Rajand Zingales, 2003b; Franks, Mayer,



and Rossi, 2009), Perotti and von Thadden (2006 ita turn the view of the median voter.
Authors support the view that median voter prefeesnfor financial systems are indeed
subject to changes in response to exogenous shble&ssettings of their model suggest that
median voter preferences for bank- over stock ntateninance depend on its distribution of
wealth relative to human capital. They build on #mpirical observation that political
support (by the median voter) for corporatist ageaments and bank-dominance appear when
the middle class mainly relies on labor income Hredwealthiest class concentrates financial
wealth in their hands. A political support for dtomarket-dominance is possible when the
middle class also has a high degree of participatio the stock market. Perotti and
Schwienbacher (2009) propose an empirical testisfiew, but they do not look directly at
financial development. They show that large shoakswealth distribution through
hyperinflation in the interwar period explain themergence of different structures of pension

system in democratic countries.

2.2. Theoretical Framework and Testable Hypotheses

The models of democratic choice described in Secid predict that a financially
solid middle class is essential for democratic supfor a stock market-oriented system, as
they generate regulations that foster investor gotain and thereby stock market
development. In contrast, economies with poor naiddiass will tend to have stronger banks,
as median voter will have little financial wealthdamostly labor income. Labor income is
better secured through bank finance, since it geedess risk-taking by firms (Perotti and
von Thadden, 2006). To analyze the links betweenvtriation of the “voting” population
and the levels of financial development over timd apace, we assume that the distribution

of financial wealth within the population is fixed.



By extending the franchise, the median voter pegfees reached the middle class
preferences, diluting thus elites’ political poveerd changing subsequent political equiliiria.
More precisely, we conjecture that a country’s amtie on specific financial market
environments is affected by its median voter pexfees on financial return and risk
prevailing at each period of development. Put diifidly, we hypothesize that, as an
exogenous political change, the expansion of thengofranchise has allowed switching
political majorities towards the preferences of thewly enfranchised middle class. By
consequence, the level and the composition of atoga financial development is affected
by the franchise expansion, since added voters drenen mostly from the lower end of the
wealth distributior?. If poor people are allowed to vote, then one etpaclower degree of
reliance on stock markets to find increased supgmriniversal suffrage is put in place. Thus,
more voters imply less capital market developmemtore bank-based financing as the poor
had hardly any financial holdings. They have imtless advantage with the uncertainty and
disruptions that stock markets bring. In contraahks tend to limit risk-taking behaviour of
corporate managers, since, as debt-holders, theytlbenefit from the upside potential of
riskier investments. We therefore expect that ceemtwith tighter restriction®n voting
franchise tend to have higher levels of stock ntadeeelopment. In contrast, countries with
broader franchise tend to have higher levels okingnsector development. A third prediction
is that countries with tighter restrictions on wagtifranchise tend to have a less market-

oriented financial structure.

8 Economic theory provides different channels legdinlitical elites to broaden the voting franchisecording
to Acemoglu and Robinson (2000, 2006), the expangfahe voting franchise can be understood agiana
response by the governing elites to avoid revotutla contrast, Lizzeri and Persico (2004) and atkwr and
Oxoby (2005) argue that the expansion of the vofmagchise was the result of the divergence ofragtis
existing within the elites.

° In this respect, our study also complements anattiand of the literature devoted to the econosfiects of
suffrage. This literature, echoing earlier conceshsAlexis de Tocqueville’'sDemocracy in Americg[1835]
1965), largely associated the expansion of thecfrae with increases in the size of government (éigsted
and Kenny, 1997; Justman and Gradstein, 1999; Bidltta, and Loukoianova, 2006).



A closer look at different countries offers valualnisights into the economic channel
through which the expansion of suffrage affectethricial development. Hogfeldt (2005)
describes how the expansion of voting franchis&Sweden has institutional settings that
affected the financial structure of the countrytilkmiversal suffrage was introduced in 1921,
the Swedish economy had a well-developed stock ebarkith a large fraction of the
economy held by a few very rich families. Expansainsuffrage however secured long-
lasting political power to the Social Democraticrtiafrom 1932 onwards, creating the
ground for a more egalitarian economy based omgtamrporatism and less stock market
development. Along the same lines, the initialadtrction of codetermination in Germany by
a 1922 law of the Weimar Republic passed to staikeompromise in a politically divided
country (Pistor, 1999). The introduction of thigikation increased “economic democracy”
in large companies and followed a period of stmaitwolitical reforms including the
expansion of voting franchise. In 1919, all stale@nden in Germany introduced universal

suffrage for adult men and women which changednoalaf power within the country.

3. Data and I nitial Assessments

We now introduce the dataset we use throughoutmin analysis of the paper and
present preliminary assessments of the link betwsdffrage institutions and financial
development. We document that countries with @htéar restrictions on voting franchise are
conducive to higher levels of stock market develeptn(2) countries with broader voting
franchise are conducive to higher levels of banksegtor development; and in turn (3)
countries with tighter restrictions on voting frame tend to have a more market-oriented
financial structure. To this end, Table 1 provide$initions of our variables and their sources,

Table 2 contains descriptive statistics, and TabBlalepicts the evolution of suffrage

10



institutions in our sample countries. Table 2 gisovides tests of differences in suffrage
institutions for low and high countries’ levels fafancial development. Appendix Table Al

presents a pairwise correlation matrix.

<insert Table 1 about here>

3.1. The Sample

Time-series variation in voting franchise is impmittto capture its impact on financial
development. Our base sample employs an 18-copatrgl dataset which covers the longest
time span possible, composed of different yearsespay around ten years. The analysis on
stock market development covers the nineteenthaedtieth centuries while the analysis on
banking sector development and financial strudturestricted to the twentieth century due to
data availability. Our dataset comprises a seva@dy’s established democracies for which we
have sufficient information on stock markets, bagkisector, suffrage institutions, and
country-specific characteristics. The countrieduded in the panel dataset are reported in
Appendix Table A2 (in bold). We are dealing with anbalanced panel (see Table 2).
However, every country is well covered in the tissgtes dimension as the average number

of observations for a country in the twentieth cepis 9 (out of maximum of 10).

3.2. Indicators of Financial Development

We use indicators capturing the importance of gguiarkets and the banking sector

in a country over time. The goal is to proxy foe tegree of availability of stock market

finance and bank finance. We rely on a varietynaligators that are commonly used in the
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literature on comparative financial development atdicture (see e.g., Beck, Demirglc-
Kunt, and Levine, 2000).

We employ two indicators for the size of a courgrgquity market. The first is stock
market capitalization to GDP (CAPITALIZATION). Weombine several data sources to
obtain the longest time series possible (1830-199@pldsmith (1985), Rajan and Zingales
(2003b), and Musacchio (2010). We mainly rely omadarovided by Rajan and Zingales
(2003b) where the stock market capitalization toRGB covered from 1913 to 1999 and
reported for 24 countries. Musacchio (2010) howgweposes improved estimates for 1913
and complements it with 1900, as Sylla (2006) aadPbrta, Lopez-de-Silanes, and Shleifer
(2008) had questioned the accuracy of Rajan andafs’ figures in 1913: the inclusion of
corporate bonds and cross-listed companies prodpeed estimates in 1913. We therefore
employ the re-estimated data of Musacchio (2010}He years 1900 and 1913 and the data
of Rajan and Zingales (2003b) for the following rgeaGoldsmith (1985) provides additional
data on stock market capitalization to GDP fornheeteenth century but for fewer countries.
We complete our dataset by using Goldsmith (1988ilyng us with observations going back
to 1830. The second indicator of the size of tlelsmarket is the number of publicly listed
domestic companies per million of inhabitants (LERF COMPANIES). This variable is less
prone to fluctuation of stock valuations and isiesed from Rajan and Zingales (2003b), but
is available for the period 1913-1999 only.

BANK DEPOSITS is our indicator of banking sectovd®pment. It is defined as the
ratio of commercial and savings deposits to GDPil&\this indicator does not provide clear
information about the amount of private credit geanby the banking sector, it is one of the
few that has been compiled in a standardized maionea long time-series and for a large

cross-section of countries.
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Finally, we also look at the orientation of thedintial system by using a measure of
the importance of stock markets as compared tban&ing sector. We define STRUCTURE
as the ratio of CAPITALIZATION to BANK DEPOSITS,; this indicator is greater than one,
it means that in a given country the size of tleclstmarket is larger than the size of the
banking sector, thereby suggesting that the firsdrsgistem is market-oriented. The indicator
captures both changes of orientation within a aguoter time as well as cross-country
variation.

Some countries from the Rajan and Zingales’ (20@iztaset are not in our dataset
since our concern is primarily the period coverefoke World War Il and financial data
available for this period are somewhat sparse.qample ends up being 18 countries over the
time period of 1830-1999 for CAPITALIZATION and 181to 1999 for LISTED

COMPANIES, BANK DEPOSITS and STRUCTURE.

<insert Table 2 about here>

The top part of Panel A in Table 2 reports the dpBee statistics for our indicators
of financial development — mean, standard deviafmrerall), standard deviation (within),
and standard deviation (between). The mean valUGARITALIZATION is 0.578 and the
within country standard deviation is 0.412. We alste substantial variation across countries
in CAPITALIZATION with a between standard deviatioh 0.319. This substantial variation
between and within countries is confirmed using titker stock market development
indicator, LISTED COMPANIES. Table 2 further indiea high variability between and

within countries for our indicator of banking sectdevelopment, BANK DEPOSITS.

% years under consideration are 1830, 1850, 18615,18380, 1881, 1895, 1899, 1900, 1913, 1929, 1938,
1960, 1970, 1980, 1990, and 1999. The years poidi9tl3 are not available for LISTED COMPANIES and
BANK DEPOSITS variables. Rajan and Zingales (200alspo employ the fraction of gross fixed-capital
formation raised through equity issues. We do set this indicator as it is not available for maonymtries and
years under consideration before World War Il.

13



Regarding financial structure, the average valuBTHRUCTURE is 2.059, indicating that on
average countries in our sample have a market-Hasettial structure. STRUCTURE varies
quite a bit over time. As an illustration, in 19I1STRUCTURE identifies Spain and Japan
(Norway and Austria) as having the most market-thgdank-based) financial systems. In
contrast, the United States and the United KingdAostria and Belgium) are classified as

countries with the most market-based (bank-basedhéial systems in 1999.

3.3. Indicators of Suffrage Institutions

We employ two indicators of suffrage institutionsdamedian voter preferences that
may explain both static and dynamic variationsimarficial development and structure among
countries. First, we use the number of registereigrg (i.e., those eligible to register and
vote) as a percentage of total population (SUFFRAGEcond, we employ the number of
valid votes cast (for the most recent election ryrihe year under consideration) for the
lower house of the national legislature as a peagen of total population (EFFECTIVE
SUFFRAGE). Both measures capture restrictions ofingofranchise across countries.
EFFECTIVE SUFFRAGE is used in order to capture ¢ktent to which the enfranchised
citizens effectively use their voting right, sincet everyone who is allowed to vote may do
so. We combine several sources to compute SUFFRAGEEFFECTIVE SUFFRAGE.
Information is mostly collected from the Arthur Banks’ (2011) Cross-National Time-Series
Data Archive (CNTS, from Databanks Internationahich goes back to 1815 for some
countries. When there are missing data or whenleutiens are held for the year in question,
we took the most recent data available going barkatmaximum of ten years. We
complement our dataset before World War Il withadagported in Mackie and Rose (1982)

and Colomer (2001), and since 1945 with the Int&wnal Institute for Democracy and

14



Electoral Assistance (IDEA) database. We furthed tihat our data are consistent with those
in Flora (1983).

Table 2 (Panel A) and Table 3 provide descriptitagistics on our voting franchise
indicators — SUFFRAGE and EFFECTIVE SUFFRAGE. Pakelf Table 2 shows there is
substantial variability in voting franchise withamd between countries. Table 3 presents the
evolution over time as well as the variation withispecific time period. We learn that voting
franchise has evolved gradually over time. WhileFEBAGE was only 14.1% throughout
the nineteenth century, the percentage has grovaveo 70.6% by the end of the twentieth
century. This reveals a substantial increase ofrdation of total population that was eligible
to vote over time. Table 3 also shows that thersuisstantial variation in voting franchise
across countries within a particular period evethmlate twentieth century. For instance, in
1980, the voting franchise still ranged from 9.M%#.9%. In terms of votes effectively cast
(EFFECTIVE SUFFRAGE), the expansion shows a vemyilar pattern, with on average
10.1% of total population participating in the eleas in the 1830-1899 window and 50.6%
in 1999. Interestingly, the standard deviation bihian inverted U-shaped pattern for both
indicators of suffrage institutions. We observet ti@ heterogeneity in voting franchise was
comparatively low in the beginning of the twentietbntury, but then almost doubled in

subsequent decades. It became lower towards thefehd twentieth century.

<insert Table 3 and Figure 1 about here>

Universal suffrage is another indicator of the exgyan of the voting franchise. It is a

critical milestone in any country as it leads teudstantial expansion of voting franchise and

gives the right to vote to all men and women ab@eertain minimum age. Figure 1 shows in

which period countries have introduced universdfrage for a dataset of 35 countries (a
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broader dataset we will exploit when looking at kbveg-run effect of suffrage institutions on
financial development (Section 5)). We observe aagariation in the timing of the

introduction of universal suffrage, with a few ctries having introduced it already before
World War | (New Zealand, Australia, and Finland)ile other countries only introduced it
late in the twentieth century (Switzerland, Portugad South Africa).

Panel B of Table 2 provides an initial assessmenivbether countries with stricter
voting franchise have a greater stock market deveémt, lower bank development and a
structure which is more market-oriented (see awocdorrelation matrix in Appendix Table
Al). We compare our voting franchise indicators fayuntry-year observations where
financial development is below and above the samyadian, respectively. SUFFRAGE and
EFFECTIVE SUFFRAGE are 5 and 9 percentage pointgedoin countries where
CAPITALIZATION is above the median than those belttve median, respectively (only
EFFECTIVE SUFFRAGE is statistically significantlyfférent, however). Similar insights
apply for LISTED COMPANIES even if these data captwnly the twentieth century
implying that the voting franchise indicators acengwhat higher. In contrast, countries with
an above median sized banking system (BANKING DEHSPphave a larger fraction of
their population endowed with voting rights (SUFFREA and EFFECTIVE SUFFRAGE are
9 and 6 percentage points higher, respectively)alli, countries with an above median
STRUCTURE have a SUFFRAGE and EFFECTIVE SUFFRAGEcwhs 9 and 11
percentage points lower than those with a belowiame8TRUCTURE. This suggests that
country-years with a greater market orientationehavower voting franchise. All in all, the
differences in means reported in Panel B of Tabé@ the correlations in Appendix Table
Al suggest that the extent of the voting franchssassociated with financial development

and structure.
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3.4. Controls

Our empirical analysis controls for other determisaof financial development and
structure beyond those related to suffrage ingtitgt We include the contemporaneous GDP
per capita (GDP PER CAPITA) as richer countriesracee likely to have more developed
financial systems. Another potential determinant tise degree of urbanization
(URBANIZATION RATE), defined as the proportion ahd population that lives in cities
with more than 100,000 inhabitants. The progressiaasformation of a rural population
towards an urban population may affect patternfsnahcial development. A rural population
involved mainly into agriculture is more likely fomance its investment via trade or bank
credit, whereas an urban population goes hand md haith industrialization and the
appearance of new sectors (technology, servicasye¢ly more on market-based finance.

Economic historians have provided detailed evideheg factor endowments such as
climate, geography, natural resources, or soil tmms$ help explain long-run economic
success of some countries through their impactsmanket institutions (Engerman and
Sokoloff, 1997). Hall and Jones (1999) and Acemgodtinnson, and Robinson (2001) exploit
empirically this argument and propose an analysmspiementary to this story by arguing that
the effect on market institutions stems from thedeof Western European settlement around
the world.*! The mode of settlement can be divided into twabroategories that are related
to factor endowments: those where Western Europkaddittle interest in settling due to
harsher and unfavorable conditions. In these afeas developed “extractive institutions”,
which allowed little protection of private properights and few checks and balances against
government expropriation; and those where Westerofgeans settled in larger numbers and

therefore developed institutions more defensiverofate property and of system of checks

M More closely related to our work, Beck, Demirgiigri, and Levine (2003) extend this argument torfiril
institutions.
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and balances in government. Countries close ted@tor appear less likely to be settled by
Western Europeans since the climate is not sirtol&/estern Europe and the mortality rate is
higher. Still, Western Europeans settlers conqodrexploit areas of the world rich in natural
resources such as silver and gold. In these awWastern Europeans’ incentives were the
extraction of these natural resources without tbecern to leave behind them favorable
institutions. We therefore rely on control variablaeasuring factor endowments, namely the
distance from the equator (LATITUDE) and the numtiesquare kilometers of the landmass
(LAND AREA). LATITUDE captures the climate and geaghic endowments, while LAND
AREA captures the natural resource endowments.

Comparative legal scholars have stressed the rialgeg by legal traditions in
explaining cross-country variations in investortpation, contracting environment, and hence
financial development. La Porta, Lopez-de-Silar&dgeifer, and Vishny (1997, 1998) find
that countries with English Common law legal trewhttend to have broader stock markets
than Civil law countries. We control for this bydwg COMMON LAW ORIGIN dummy
variable, which equals one if the country adopegghl institutions from the English Common
law and zero otherwise.

An argument dating back to Max Weber places greatgrhasis on the crucial role of
religion to explain the development of capitalisndats institutions. Starting from Weber’s
work, Stulz and Williamson (2003) shed light on timportance of religion in our
understanding of the degree of investor and cregitotection across countries. To control
for the impact religion may have on financial deyghent, we add a dummy variable
CATHOLIC which is equal to one if the Catholic gbn is the primary religion in the
country.

We include two other political economy determinaotsinancial development and

structure to further identify the channel that mgtifranchise has on development. First, the
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quality of democratic institutions may exert anluehce on financial development (Barth,
Caprio, and Levine, 2006; Huang, 2010). Indeed, @beountability of the government to
legislative bodies (i.e., the lower house) or tlexterate’s real political influence may have
direct impact on financial regulations and develepm’ Countries vary greatly from each
other in terms of the degree of restraints on ithequs of the executive, the competitiveness
of political participation, or the extent to whiadectorate can effectively express their
preferences about ruling coalitions and policies elections. We include a dummy variable
POLITY 2, which is based on thmolity 2 variable from the Polity IV database to control for
the impact associated with political openness aompetitiveness (i.e., the quality of
democratic institutions). It equals one whpality 2 is positive (i.e. when the quality of
democratic institutions is sufficiently high) andra otherwise. Second, the passage from a
majoritarian (predominant throughout the nineteeatid early twentieth century) to a
proportional electoral rule is another institutibpalitical reform that may affect financial
development and structure. Accordingly, the typehef electoral rule induces politicians to
shape their platforms to cater towards differeginsents of the electorate. This in turn affects
financial regulations and thus financial developtreerd structure (Pagano and Volpin, 2005).
We therefore include the dummy variable MAJORITARIRULE which equals one when
the lower house was elected by the plurality rule zero otherwis&®

Lastly, all models include time fixed effects. Somedels also contain country fixed

effects implying we then exploit within country Vetron.

12 By the late nineteenth and early twentieth cent@grmany demonstrated a fairly wide voting frasehbut
the lower houseBundesta} had little control on her executive. To contdie tpolitical consequences of her
large electorate, the executive was not chosehédjotver house but by the upper houBandesral, which was
not directly elected. Contrasting with neighboricmuntries such as Belgium, the executive in Germaayg
indeed largely unaccountable to the lower housetlagictfore to their electorate (Colomer, 2001). Wtie so-
called Weimar Republic was established in 1918, at®atic institutions have been improved and notdbéy
executive was made responsible to the lower house.

13 As an example, Germany has introduced in 191&®pgqptional representation electoral rule, togethi¢h the
extension of the right to vote to all men and woméro were 20 years old.
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4. Regression Results

This section presents the main results and itténed as follows. We first discuss our
econometric specification and identification stggteThen, we present successively our panel
data evidence on the stock market development éstiba 4.2), banking sector development
(subsection 4.3), and financial structure (subeacti.4). We close this section by discussing

endogeneity pitfalls of suffrage institutions (setison 4.5).

4.1. Econometric Methodology

The econometric model we employ to identify theatiehship between voting

franchise and financial development and structarele written as:

Y, =a 5 +BZ, +u,, (1)

whereY;j; is the outcome variable of interest for countrmy yeart, i.e., our indicators
of stock market development (IN(CAPITALIZATION) ankh(LISTED COMPANIES)),
banking sector development (In(BANK DEPOSITS)), dhe financial structure
(STRUCTURE).S; is one of the two measures of suffrage institgi¢g§UFFRAGE and
EFFECTIVE SUFFRAGEY, andz; is the set of other controls (based upon the eoénand
political economy theories explaining financial dpment discussed in section 3). The

parameter of interest is whereag is a vector capturing effects of the control viales inz;,

14 As robustness, we also cap the variable SUFFRAGID%, in order to assess whether the effect engest
at lower levels of suffrage changes. This is likiblg case when the richer upper class constitusesadl fraction
of the population. Results show that the effectiuslitatively similar as when using the uncappedakde
SUFFRAGE. We therefore do not report them expliditlour tables.

20



and u; is an error term. Depending upon the specificatien add time and country fixed
effects:

u, =A +¢, +¢&,,

wheree;; is the remaining stochastic disturbance term. $eone specifications, we
estimate equation (1) without country fixed effeets these wipe out any time-invariant
country characteristics. We base inference on paoskcted standard errors (PCSE) as
recommended by Beck and Katz (1985Fhis procedure allows controlling for disturbances

that are both heteroskedastic and contemporaneooisilated across countrits.

4.2. Suffrage Institutions and Stock Market Develept

Our findings on the impact of suffrage institutioas our two indicators of stock
market development (IN(CAPITALIZATION) and In(LISTECOMPANIES)) are shown in
Tables 4 and 5, respectively. Models (1) to (3) &dto (6) in Tables 4 and 5 show the
results for SUFFRAGE and EFFECTIVE SUFFRAGE eautetincluding different controls,
respectively. As the results are quite robust acthe different models, we first discuss the
impact of the voting franchise indicators of insren our two stock market development
indicators before turning to our discussion of ¢betrol variables. Models (3) and (6) include
country fixed effects implying that the time-invamt controls become encompassed; we then
focus on the impact of within country variation @bting franchise on stock market

development.

5To be reassured that our results are robust teto@ometric model, we also ran regressions uskegl f
effects estimates with year and country dummies. ®sults do not change qualitatively, althoughase less
confident in these estimates.

% When we checked for stationarity in our data bgttplg them against time, we did not detect trends.
Conventional panel unit root tests are not feagible to the unbalanced nature of our dataset andrédsence of
gaps in data.
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<insert Table 4 about here>

First, Table 4 provides strong evidence in supmdrthe prediction that a more
restrictive voting franchise leads to a higher ktoarket capitalization (over the period 1830-
1999). A one percentage point higher SUFFRAGE l¢adsdrop of 1.935%*** (Model (1))
to 2.020%*** (Model (2)) in the size of stock matkerelative to GDP. Similarly, a one
percentage point increase in the fraction of votest (EFFECTIVE SUFFRAGE)
corresponds with a drop of 1.779%** (Model (4))2®12%** (Model (5)) in stock market
development. Our results are economically meaningfur example, a one standard deviation
drop in SUFFRAGE (i.e., a drop of 0.244 in Mode))(@ EFFECTIVE SUFFRAGE (i.e., a
drop of 0.202 in Model (5)) implies a 49.3% or 4®.6higher CAPITALIZATION,
respectively. The inclusion of country fixed effech Model (3) leaves the coefficient of
SUFFRAGE almost unaltered: a one standard devidgtiothin the same country) drop of
SUFFRAGE leads to a 32.7% higher CAPITALIZATIONe(i0.226*1.445). The inclusion of

country fixed effects makes EFFECTIVE SUFFRAGEgndicant.

<insert Table 5 about here>

Second, Table 5 shows that increasing the votiagcfiise to a broader fraction of the
electorate leads to a reduction in the number ofpamies listed on stock markets. These
results are independent of the inclusion of couritxgd effects or not. An increase of
SUFFRAGE by one percentage point corresponds witl9@4%?* (Model (3)) to 2.609%***
(Model (2)) drop in LISTED COMPANIES. Similarly, @ne percentage point increase in the
proportion of votes cast (EFFECTIVE SUFFRAGE) retato a 1.642%** (Model (5)) to

2.096%*** (Model (6)) drop in LISTED COMPANIES. Bad on Models (2) and (5), a one
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standard deviation drop in SUFFRAGE (i.e., 0.244) &FFECTIVE SUFFRAGE (i.e.,
0.202) leads to a 63.7% and 33.2% greater LISTEDMEANIES. We therefore find clear
evidence that the breadth of the stock marketaaeimined with a broader voting franchise.
Using either measure, there is a strong robusttedfiesuffrage institutions.

We now turn to a discussion of the results of thetiol variables included in Tables 4
and 5. Our findings are in accordance with previdesature. Richer countries (measured by
GDP PER CAPITA) have more developed stock marketh In terms of stock market
capitalization (Table 4) and number of listed comes (Table 5). In general we also find that
a higher degree of urbanization (URBANIZATION RATIERs positive effects on stock
market development although it is not always diaily significant. LAND AREA has a
negative and significant coefficient in all specdfiions, meaning that greater natural resource
endowments produce adverse effects on stock mdeetlopment. This is consistent with
predictions from e.g., Beck, Demirgii¢-Kunt, and ibev(2003). In a same vein, LATITUDE
is positive and statistically significant suggegtihat the further away a country is from the
equator the higher its reliance on stock marketdine with prior findings of the law and
finance literature, countries with English Commauvllegal tradition (COMMON LAW
ORIGIN) tend to have more developed stock marke@atholic religion seems to affect
negatively (but significantly at 10% level onlyethumber of listed firms.

Tables 4 and 5 further include two important cdntrariables underpinned by the
literature on political institutions and financidévelopment. In these tables, Models (2) and
(5) control for the quality of democratic instittis (POLITY 2) and for the electoral rule
(MAJORITARIAN RULE). Except for Model (5) in Tabl®&, those measures of political

institutions are insignificant. More importantlyuroresults remain robust to the inclusion of
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those variables showing that our suffrage variattesot capture other institutional political
design of the er¥.

Overall, the results in this section suggest thaater suffrage institutions have a
first-order negative effect on stock market develept. The next section investigates

whether this pattern is similar when consideringknag sector development.

4.3. Suffrage Institutions and Banking Sector Dewalent

We now turn to the impacts voting franchise hasbanking sector development.
Table 6 displays the results of our empirical asiglyvhere the period covered is the twentieth
century. As before, Models (1) to (3) and (4) t9 ¢6ow the results for SUFFRAGE and
EFFECTIVE SUFFRAGE, each time including differemntrols or country fixed effects,
respectively. We first discuss our findings on wating franchise variables of interest before

turning to the control variables.

<insert Table 6 about here>

Table 6 shows that SUFFRAGE and EFFECTIVE SUFFRAgGEItively impact

banking development. In particular, a one percenfagnt increase in SUFFRAGE implies a

In unreported regressions we further include PQLErand MAJORITARIAN RULE together with country
fixed effects; in general the results on our sgffrandicators of interest remain unaffected. laiso worth
emphasizing that the “originafjolity 2 index (coded on a scale from -10 to 10 as providettie POLITY IV
database) correlates over time with our suffragécators. This is expected since several subconmisrte the
polity 2index are related to elections and thus votingdnéze. We adopt a twofold strategy to disentaniusért
respective effects and avoid misleading conclusaimsut the role played by our suffrage indicatdriterest.
First, the use of a simple dummy variable, taking value of one if theolity 2 index is positive and zero if
negative, reduces the potential problem of colliitgdetween these variables in our models. Comsigethe
“original” polity 2 index makes however little difference for our fesin the reported models. Second, we
include in our models only the subcomponent of gbéty 2 index which is not capturing elections (i.e., the
constraints on chief executive which reflects thal political impact of parliament as measuredhwsy ariable
xtconstin the POLITY IV database). Our results with thtsonstvariable become somewhat stronger, but are
not reported to save space. A similar footnote iapplor our other indicators of financial developmand
structure.
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0.536%** (Model (3)) to 0.801%** (Model (1)) highé8ANK DEPOSITS. Taking Model (3)
with country fixed effects, a one standard deviatgher SUFFRAGE goes together with a
12.1% larger BANK DEPOSITS (i.e., 0.226*0.536). Tleenaining models of Table 6, which
use our second indicator of suffrage institutioaBpw results consistent with those in
previous models. Models (4) to (6) of Table 6 shthat the estimated coefficients for
EFFECTIVE SUFFRAGE are between 1.142*** (Model (6p)d 1.533*** (Model (4)). Also
the impact of EFFECTIVE SUFFRAGE is largely econcaily relevant. a one standard
deviation higher EFFECTIVE SUFFRAGE (using the ¢icefnt of Model (6)) relates to an
impressive 19.4% greater BANK DEPOSITS. These tesuadicate that a broader voting
franchise has a considerable positive impact okibhgrsector development.

We now discuss our control variables. We includedame set of control variables as
in explaining stock market development. Furthermarel specific to banking development,
all models in Table 6 include a dummy variable $avitzerland (except for Models (3) and
(6) where country fixed effects make the Switzadlalummy redundant). Switzerland has
long been a safe haven for international bank deppasd its high banking development may
capture this characteristic. GDP per capita padiivinfluences banking development.
URBANIZATION RATE however is not statistically sigicant in all models. LAND AREA
is statistically significant only in one specifizat but overall negative, showing that countries
with a greater surface have lower banking developgmehere is no significant effect of
LATITUDE on the levels of development of the barnkisector whereas it positively
influenced stock market development. The measufetegal origin (COMMON LAW
ORIGIN) and religion (CATHOLIC) are not significadeterminants of bank finance.

The quality of democracy indicator, POLITY 2, estexith the expected sign in
regressions but its impact is only significant irod¢l (5). MAJORITARIAN RULE is

negative and statistically significant in Model @nsistent with the predictions from the
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political economy literature. This significance doeot persist when we consider
EFFECTIVE SUFFRAGE as variable of interest.
In sum, our results on banking development sugtest the newly enfranchised

population has on average strong preferences éatgrbanking development.

4.4. Suffrage Institutions and Financial Structure

Subsections 4.2 and 4.3 provided robust and caettadfects of suffrage institutions
on financial development, with a negative effectstwck markets and a positive effect on the
banking sector. In this subsection, we ask ourselvigether suffrage institutions impact the
financial structure, i.e., the relative importaniestock markets vis-a-vis banks. Table 7

examines this aspect for the period 1913-1999.

<insert Table 7 about here>

Models (1) to (3) and (4) to (6) study the impattSFFRAGE and EFFECTIVE
SUFFRAGE including different sets of controls regpely. Models (1) to (3) show that a
one percentage point greater SUFFRAGE goes togetltiera 2.022%*** (Model (2)) to
2.205%*** (Model (1)) lower STRUCTURE. This showdat the proportion of the
population eligible to vote produces a strong askexffect on the market-orientation of the
financial structure. The economic significance amsiderable as a one standard deviation
increase in SUFFRAGE within the same country (base®lodel (3)) leads to a 49.0% (i.e.,
0.226*2.166) lower STRUCTURE. Increasing the siZeh® voting population augments
both the size of stock markets and reduces bardentpr development. This is reflected in a

drastic decrease in market orientation. Resultsvehmm Models (4) to (6) of Table 7,
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considering EFFECTIVE SUFFRAGE as variable of iestrare qualitatively similar (32.9%

increase as a result of a one standard deviatiorease in EFFECTIVE SUFFRAGE,

according to Model (6)). We do not discuss the ltesan the control variables as they go in
the same direction as discussed above.

Our results on financial structure show that thgpant of suffrage institutions on
financial development is big enough to influence trientation of the financial structure.
Suffrage institutions play thus a key role in ondarstanding of the divergent orientation in
the forms of financial system across countries.fr8gé institutions capture the political
process and the shocks that caused a change imabmn voter political preferences on
financial structure, as argued by Perotti and vbadben (2006). We think of the expansions
of the voting franchise across space and time iag l@xogenous shocks affecting the location
of the median voter and thus its preference allmibtientation of the financial structure. We

now turn to further examining the exogeneity offiage institutions.

4.5.0n the Exogeneity of Suffrage Institutions

Our evidence on the impact of suffrage institutiams financial development may
potentially be subject to some forms of endogendiging in our case mostly reverse
causality.

Reverse causality (i.e., a causal link from finahcdevelopment to suffrage
institutions) in our framework echoes the “modeatian hypothesis”. This hypothesis
postulates that economic development drives thatioreand the consolidation of democracy
(Lipset, 1959). While earlier studies support thmotlernization hypothesis”, the latest
empirical studies reject these earlier conclusioamly because these earlier studies failed to

control for endogeneity. By using extensive panafadand providing careful attention at
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omitted variables bias and reverse causality, Aggmdohnson, Robinson, and Yared (2008)
do not find any impact of income on the level ofmderacy. Similarly, Acemoglu, Johnson,
Robinson, and Yared (2009) identify no causal éffeic economic development on the
transitions into and away from democracy. Aidt dedsen (2011) look directly at the effect
of economic development on suffrage institutiond aefute in turn empirically the
“modernization hypothesis”. These works are ratimrsistent with the idea that institutional
changes during certain critical historical junctufeuch as factor endowments affecting the
mode of settlement) led to divergent economic aoiitigal development® Based on these
latest results, reverse causality does not seerortstitute a major concern in our study and
suffrage institutions can be considered as exogem@ma we could stop the discussion on
endogeneity here.

We nevertheless make two additional steps to déhl potential endogeneity of our
voting franchise indicators, even though the lagstlence on the “modernization theory”
does not point towards reverse causality probldarst, we perform econometric tests to
investigate the exogeneity of our voting franchisdicators, SUFFRAGE and EFFECTIVE
SUFFRAGE. We employ the Wu-Hausman test, with thk Imypothesis that the ordinary
least squares (OLS) estimator is consistent wighiistrumental variables (IV) estimator. A
rejection of the null indicates that the endogeneitthe regressors has a significant influence
on the estimates, and that equation (1) should dtena&ted using IV. We employ two
instruments. The first is the threat of revolutiand the second is the international norms
concerning voting rights. The argument for thetfinstrument is that political elites opt for
universal male suffrage in order to make a credtol@mitment for future redistribution and
to avoid social unrest and revolution. In doingeldes preserved the returns to their property

and the social stability (Acemoglu and RobinsorQ®®006):° The second instrument is a

18 See Engerman and Sokoloff (1997) and Acemoglujshh and Robinson (2001), among others.
19 Ajdt and Jensen (2011) have recently providedtisgiempirical evidence supporting this argument.
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proxy for the international norms concerning votights. The diffusion of these norms has
been amplified by the proclamation by the Unitedtibées in 1948 of the Universal
Declarations of Human Rights, aiming at banningkadts of discrimination and at asserting
equality of rights between men and women. While thifusion effect is relatively weaker for
the introduction of male suffrage, it is overwhatgifor expansions involving women.
Detailed information on the definition and constioic of the instruments is provided in
Table 1%°

Second, we estimate IV/2SLS regressions for the secifications of Tables 4, 5, 6,
and 7; detailed results are available upon requéster both theoretical and historical
grounds that our two instruments are valid, it nheshoted thaf-statistics for the first stage
regressions are significant, meaning a sufficiemtetation between the instruments and the
potential endogenous variables. Alpevalues of the Sargan statistics are higher thanrb%
most of the cases. This indicates that our instnisnare sufficiently uncorrelated with the
residual term of the structural equations. We tloeeerule out a potential reverse effect of
financial development on suffrage institutions. &picfor IN(CAPITALIZATION), test results
indicate (given the validity of our instrumentsatithe exogeneity assumption is not rejected.
Therefore, the method of estimation used througlioeitpaper does not lead to inconsistent
and biased estimates and are preferred to IV/2Sé®ads. Our key results remain however

qualitatively similar with 1V/2SLS regressions.

5. A long-Run Per spective

20 Another instrument used was fragmentation withie ¢lite. Some authors argue that fragmented ajitast
male universal suffrage voluntary, in their ownreinast, either because they prefer public goods waesfers
(Lizzeri and Persico, 2004) or because they wanblitain an electorate for particular economic pe$ic
(Llavador and Oxoby, 2005). We prefer not to takegmentation within the elites into account becatiée
argument is rather confined in the nineteenth agtgwontext, a period not covered by Tables @ 7.
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Section 4 showed that the scope of voting franchigeacts financial development
contemporaneously. But is the impact of voting ¢tase only immediate or does it also
generate slower adjustment effects and generanged-run effect? We observe today
convergence paths of both countries’ suffragetuntstins and of countries’ reliance on capital
markets. Indeed, in our sample countries, theibaadf the voting population converged in
the post-World War Il era and most capital marketsovered in the last decades. This is
largely due to the fact that all the countries eda®d nowadays have introduced universal
suffrage for all men and women. Given that all doeintries exhibit high levels of voting
participation, one might expect that suffrage hasemrplanatory power anymore if it only
generates immediate effects. If suffrage has espbep power, one might expect that the
adjustment process affecting financial developmersiow or that suffrage has long-lasting
effects. Our empirical analysis below shows tha #stope of voting franchise produces
longer run effects, i.e. suffrage institutions éxmarsistent influence on market-orientation of
the financial structure at the end of the twentizhtury®* It seems important to note that we
do not argue that this convergence path of suffiagitutions cannot reverse in the futdfe,
but rather that this convergence path, in a penibdre stock markets have mostly recovered,
still produce persistent effect on countries’ fingh system orientation.

To shed light on this long-run effect, we investegavhether the orientation of a
country’s financial system — averaged over theqaefi980-1995 — is related to the time of
introduction of universal suffrage in that countfye focus on two indicators of the market
orientation of the financial system as constructedl previously employed by Beck,

Demirgug-Kunt, and Levine (2000). The first is ttagio of stock market capitalization to

2 Along the same lines, Perotti and Schwienbach@09p consider the long-lasting effect of politica o
countries’ reliance on capital markets.

22 pocemoglu and Robinson (2006) present theoretigairaents, historically well-grounded, on the reasahy
some democracies once created collapsed, whereétseirs the democratic process endures and coatesid

% |n a related context, Bordo and Rousseau (2008) shat the advent of universal suffrage impactetratio
of broad money to GDP, which is a broader measae durs and more related to monetary economiassss
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private credit (FINANCIAL STRUCTURRY. The second indicator is the average of the
deviations from the mean of three measures captuttie relative importance of stock
markets vis-a-vis the banking sector in terms oésactivity, and efficiency (FINANCIAL
STRUCTURE INDEX). To measure the impact of votimgnichise, we employ the year of
introduction of the universal suffrage (UNIVERSAIUBFRAGE), i.e., the year of the first
parliamentary election in which all males and fezsadf voting ages are allowed to vote in a
given country (Flora, 1983; Ramirez, Soysal, andrahan, 1997). We enlarge our sample to
35 countries listed in Appendix Table A2. We did nonsider those additional 17 countries
before due to a lack of data on the early twentetitury. Figure 1 illustrates when universal
suffrage was introduced in our 35-country datasdt@early shows a clustering around both
World Wars. Similarly to previous sections, we ud¢ the same set of control variables
where we replace the GDP per capita by the in@BIP per capita (INITIAL GDP PER

CAPITA).?

<insert Table 8 about here>

Table 8 reports the results of estimating the impadJNIVERSAL SUFFRAGE on
FINANCIAL STRUCTURE and FINANCIAL STRUCTURE INDEX. Econometric
specifications in Models (1), (3), (5), and (7) siwler the whole sample of 35 countries, while
Models (2), (4), (6), and (8) restrict the sampl¢hte 18 countries employed in Section 4. We
present results for OLS regressions and IV/2SLS3essjpons. The date of introduction of

universal suffrage (UNIVERSAL SUFFRAGE) has an iegsive positive (statistically and

2 \We scale stock market capitalization by privatdirin our long-run analysis and by bank depdsiSection

4. To distinguish them clearly, we label the saaliry private credit as FINANCIAL STRUCTURE.

% The construction of the proxy for economic deveient, called INITIAL GDP PER CAPITA, is slightly
different since it is the real GDP per capita i8Q2ising data from Summers-Heston. URBANIZATION RAT
LAND AREA, LATITUDE, COMMON LAW ORIGIN, and CATHOLL are defined in Table 1 and are related
to the year 1980.

31



economically) effect on the orientation of the fical system over the period 1980-1995.
Model (1) of Table 8 shows that a 25-year delayh@ introduction of universal suffrage
implies a 17.5 percentage point increase in thativel importance of stock markets as
compared to banks and other financial intermedafiie., 0.007*25). Model (2) indicates a
similar impact (an increase of 15%, i.e., 0.006*28)en we restrict the sample to the 18
countries previously considered in Section 4. Nthé,introduction of universal suffrage has
also a striking effect on our second indicator akmtation, FINANCIAL STRUCTURE
INDEX, as can be seen from Models (5) to (8). Ay2ar delay in the introduction of
universal suffrage is related to a FINANCIAL STRUGRE INDEX which is 10 percentage
points higher (using coefficients of Model (5),.i.8.004*25), suggesting an increased
dominance of stock markets over banks when unil/etsaage arose later. Results are stable
to restricting our analysis to the 18 countriesvignesly employed. To deal with potential
endogeneity, we instrument UNIVERSAL SUFFRAGE witlie number of countries already
having introduced up to that point universal sufédi.e., INTERNATIONAL NORMS FOR
SUFFRAGE)? These international norms should not influencefitnencial development of

a specific country directly but be correlated WWINIVERSAL SUFFRAGE, making it a
good instrument. Qualitatively similar coefficierdase from IV/2SLS estimations as can be
seen from Models (3), (4), (7) and (8). By focusomgthe long-run effect, these cross-section

findings provide further support for our predictson

6. Conclusions

This paper investigates whether the scope of vofnagchise impacts financial

development and the orientation of the financigtem. An expansion of the voting franchise

% This is the only instrument used in Table 8 siitég specifically related to universal male anchée suffrage,
whereas the other instrument, proxing the threa¢wdlution, rather relates to universal male sgé.
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shifts the median voter whose political preferenees/ differ. A voting franchise which is
restricted to more wealthy people will be more agnde to stock market development. A
voting franchise where the median voter is poordirlve more conducive to protect creditor
rights and therefore banking development.

Our empirical evidence covering the nineteenth amehtieth century shows that a
more restricted voting franchise leads to a grestteck market development. In contrast, a
broader voting franchise is conducive to bankingetlgpment. Our results are consistent with
Perotti and von Thadden (2006) whose work suggeststhe size and the composition of
financial development reflects the preferences le# voting median class, which are
influenced by its equity stake and risk aversioofife.

We further document that the voting franchise déffeare not only temporarily but
have long-lasting effects on the orientation offinial development. We find that countries
which introduced later universal suffrage exhibinare market-oriented financial system at
the end of the twentieth century. Our findings eagite thus the critical role of both the
median voter preferences and the persistence icpbeffects.

This study raises follow-up research questionscasvhiether expansion of voting
rights had impact on many other dimensions of forglnand economic development. One
interesting area to explore is deposit insurand@ichvhas been introduced in most of the
democratic countries from 1960 onwards (DemirguciK ane and Laeven, 2008). Deposit
insurances represent financial safety nets to piiyngrotect the middle class and its
introduction did not take place at the same timbilevsome introduced it in 1960s, many
other countries did so in 1990s or even later. Wstdading the motivation for quick

introduction requires exploring the effect of saffe expansion.
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FIGURE 1. Thelntroduction of Universal Suffrage
This figure shows the number of countries thabiticed universal suffrage in our 35-country dataRet y-
axis gives the number of countries whereas theistae different time periods.
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TABLEL. Description of Variables

Variable Description Sour ces
Financial Devel opment
CAPITALIZATION Stock market capitalization dividedybGDP. Rajan and Zingales (2003b), Musacchio

LISTED COMPANIES
BANK DEPOSITS
STRUCTURE

Suffrage Institutions
SUFFRAGE

EFFECTIVE SUFFRAGE

Contrals
GDP PER CAPITA
URBANIZATION RATE

LAND AREA
LATITUDE

COMMON LAW ORIGIN

CATHOLIC

POLITY 2

MAJORITARIAN RULE

Instruments

THREAT OF REVOLUTION

INTERNATIONAL NORMS FOR

SUFFRAGE

(2010), and Goldsmith (1985)
Number of publicly traded domestic companies péiomiof inhabitants  Rajan and Zingales (2003
Deposits at commercial banks and sgipanks divided by GDP. Rajan and Zingales (2003b)
Ratio of stock market capitalization tokaeposits. Rajan and Zingales (2003b), and
Musacchio (2010)

The number of registered voters for the lower hoakeghe nationalMackie and Rose (1982), Colomer (2001),
legislature divided by total population. Banks (2011), and International Institute
for Democracy and Electoral Assistance
(IDEA)
The number of valid votes cast for thweb house of the nation&anks (2011)
legislature divided by total population.

Per capita GDP (1990 internationargekhamis dollars). Maddison (2003)
The proportion of the population thatés in cities with more than 100,0@anks (2011)
inhabitants.

Land area (sq. km). Banks (2011)
Absolute value of the latitude of a countscaled between zero and one. La Porta, Lopez-deeSilaShleifer, and
Vishny (1999)

Dummy variable equal to one for Englisbromon law legal tradition, antla Porta, Lopez-de-Silanes, Shleifer, and
zero otherwise. Vishny (1999)

Dummy variable equal to one if Catholic religiontise religion practiced bystulz and Wiliamson (2003)
the largest fraction of the population, and zeifveowise.

Dummy variable equal to oneffolity 2 is positive and zero if negativeRPolity IV Database

polity 2 is an index summing democracy scordranging from 0to 10) for

each country and year with amutocracy score(ranging from 0 to -10),

with higher values associated with better democracies. foheer is an

institutional measure of democracy based on country's etifiyeness

and openness in selecting the executive, political ppetgn, and

constraints on the chief executive, whereas the latterescautocratic

limitations on the same dimensions of democragicts

Dummy variable equal to one if the countelected its lower housElora (1983), Colomer (2001), and
exclusively through plurality rule in the most recent elect whereas folPersson and Tabellini (2003)
other (mixed and proportional) rules it equal®z

Indexof the threat of revolution.idt a simple count of major revolutionalackie and Rose (1982), Aidt and
events occurring in other countries in a given year. The memains at itslensen (2011), Banks (2011), and autt
value in each year after the introduction of adhdte suffrage. own calculations
Proportion of countries around the world having introducetversalRamirez, Soysal, and Shanahan (1997),
suffrage for all men and women. The measure remains at itsevial eachand authors' own calculations
year after universal suffrage.
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TABLE 2. Descriptive Statistics and Tests of Differences: Panel Data

Panel A: Descriptive Statistics

. Std Dev Std Dev Std Dev Nb of
Variable Mean (Overall)  (Between)  (Within)  Countries VP Of ObS

Financial Development

CAPITALIZATION 0.578 0.511 0.319 0.412 18 176
LISTED COMPANIES 33.288 26.131 20.597 15.688 18 136
BANK DEPOSITS 0.421 0.302 0.173 0.251 18 162
STRUCTURE 2.059 2.382 1.713 1.629 18 142
Suffrage I nstitutions
SUFFRAGE 0.474 0.244 0.106 0.226 18 190
EFFECTIVE SUFFRAGE 0.378 0.202 0.125 0.170 18 169
Controls
In(GDP PER CAPITA) 1.814 0.790 0.308 0.737 18 195
URBANIZATION RATE 0.255 0.151 0.111 0.104 18 194
In(LAND AREA) 5.958 1.763 1.803 0.210 18 198
LATITUDE 0.516 0.117 0.123 0.000 18 198
COMMON LAW ORIGIN 0.273 0.446 0.461 0.000 18 198
CATHOLIC 0.500 0.501 0.514 0.000 18 198
POLITY 2 0.874 0.333 0.150 0.297 18 198
MAJORITARIAN RULE 0.535 0.500 0.389 0.331 18 198
Panel B: Tests of Differences

Low (< Median) High (>= M edian) Test Diff. (p-value)

IN(CAPITALIZATION) IN(CAPITALIZATION)
SUFFRAGE 0.504 0.456 0.208
EFFECTIVE SUFFRAGE 0.424 0.336 0.006
In(LISTED COMPANIES) In(LISTED COMPANIES)
SUFFRAGE 0.610 0.518 0.007
EFFECTIVE SUFFRAGE 0.484 0.404 0.009
In(BANK DEPOSITS) In(BANK DEPOSITS)

SUFFRAGE 0.500 0.588 0.008
EFFECTIVE SUFFRAGE 0.403 0.462 0.045

IN(STRUCTURE) IN(STRUCTURE)
SUFFRAGE 0.605 0.514 0.008
EFFECTIVE SUFFRAGE 0.491 0.385 0.000

Note: This table presents descriptive statistics (Paneamd tests of differences (Panel B) for our 18atgupanel
dataset spanning from 1830 to 1999. Panel B tkstsdifference in means, for each indicator ofrsufé institutions,
between low and high countries' levels of financialelopment (i.e., values below and above the am¢dirable 1
summarizes variables definitions and sources.
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TABLE 4. The Effect of Suffrage on Stock Market Capitalization, 1830-1999: Panel Data

1) (2) 3) (4) (5) (6)
Suffrage Institutions
SUFFRAGE -1.935%** -2.020*** -1.445***
(0.702) (0.665)  (0.552)
EFFECTIVE SUFFRAGE -1.779** -2.012** -0.625
(0.763) (0.857) (0.563)
Controls
In(GDP PER CAPITA) 0.592***  (0.594**  (0.514* 0.522** 0.542** 0.621*
(0.212) (0.214) (0.247) (0.164) (0.170) (0.331)
URBANIZATION RATE 0.439 0.460 1.963** 0.782** 1.061** 2.437*
(0.353) (0.456)  (0.863) (0.391) (0.537) (0.995)
IN(LAND AREA) -0.138*** -0.139*** -0.156*** -0.138**
(0.046) (0.054) (0.046)  (0.055)
LATITUDE 0.583**  0.624** 0.652* 0.748*
(0.295) (0.280) (0.349) (0.388)
COMMON LAW ORIGIN 1.188*** 1.161*** 1.183*** 1.151***
(0.197) (0.197) (0.243) (0.258)
CATHOLIC 0.004 0.007 0.039 0.065
(0.072) (0.078) (0.072) (0.063)
POLITY 2 0.123 0.119
(0.258) (0.164)
MAJORITARIAN RULE 0.025 0.129
(0.208) (0.144)
Fixed Effects
Year Yes Yes Yes Yes Yes Yes
Country No No Yes No No Yes
R2 0.511 0.512 0.641 0.521 0.523 0.670
Wald Chi2 (p-value) 0.000 0.000 0.000 0.000 0.000 0.000
Number of Countries 18 18 18 18 18 18
Number of Observations 170 170 170 155 155 155

Note: This table reports results relating the stock rmadapitalization over GDP to suffrage institutions
The dependent variable is the logarithm of CAPITAATION. All the regressions include a constant,
whose coefficient is not reported. Depending ongpecifications, the regressions control for ecasom
development, urbanization rate, factor endowmelggal origin, religion, degree of democracy, ebeat

rule, year effects, and country fixed effects. Tgamel spans the 1830-1999 interval and includes 18
countries. Table 1 summarizes variables definitiang sources. Numbers in parentheses are panel-
corrected standard errors (Beck and Katz, 1995, “and *** indicate significance at the 10%, 5%nd

1% levels, respectively.
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TABLE 5. The Effect of Suffrage on the Number of Listed Companies, 1913-1999: Panel Data

1) ) ®3) (4) (5) (6)

Suffrage Institutions

SUFFRAGE -2.416** -2.609*** -0.904*
(0.995) (0.964) (0.524)
EFFECTIVE SUFFRAGE -1.728**  -1.642* -2.096***
(0.827) (0.827) (0.567)
Controls
In(GDP PER CAPITA) 0.650**  0.623** 0.746**  0.281 0.109 0.662***
(0.323) (0.312) (0.269) (0.211) (0.201) (0.228)
URBANIZATION RATE 1.273** 1.275***  0.191 1.355** 1.056*** 0.789
(0.292) (0.291) (0.239) (0.352) (0.405) (0.571)
In(LAND AREA) -0.169*** -0.170%** -0.238*** -0.276***
(0.045)  (0.030) (0.043) (0.053)
LATITUDE 1.754%**  1,844*** 2.001***  1,999***
(0.343) (0.302) (0.532) (0.541)
COMMON LAW ORIGIN 0.880***  0.774*** 1.052*** (0.976%**
(0.194) (0.130) (0.178) (0.176)
CATHOLIC -0.134* -0.098 -0.136* -0.134*
(0.079) (0.075) (0.081) (0.081)
POLITY 2 0.614 0.665
(0.651) (0.611)
MAJORITARIAN RULE 0.138 0.344**
(0.154) (0.152)
Fixed Effects
Year Yes Yes Yes Yes Yes Yes
Country No No Yes No No Yes
R2 0.319 0.341 0.816 0.294 0.324 0.830
Wald Chi2 (p-value) 0.000 0.000 0.000 0.000 0.000 0.000
Number of Countries 18 18 18 18 18 18
Number of Observations 133 133 133 123 123 123

Note: This table reports results relating the numbelisied companies per million of inhabitants to
suffrage institutions. The dependent variable ie thgarithm of LISTED COMPANIES. All the
regressions include a constant, whose coefficientot reported. Depending on the specifications, th
regressions control for economic development, udagion rate, factor endowments, legal origin,giein,
degree of democracy, electoral rule, year effentd, country fixed effects. The panel spans the 19D
interval and includes 18 countries. Table 1 sumzearivariables definitions and sources. Numbers in
parentheses are panel-corrected standard errock éBel Katz, 1995). *, ** and *** indicate signifance

at the 10%, 5%, and 1% levels, respectively.
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TABLE 6. The Effect of Suffrage on Bank Deposits, 1913-1999: Panel Data

(1) 2) 3) (4) (5) (6)
Suffrage Institutions
SUFFRAGE 0.801** 0.731** 0.536**
(0.360) (0.351) (0.248)
EFFECTIVE SUFFRAGE 1.533%** 1.364** 1,142%**
(0.283) (0.258) (0.349)
Controls
In(GDP PER CAPITA) 0.538*** (0.540** 0.828*** 0.395** (0.337*** 0.807***
(0.155) (0.137) (0.204) (0.114) (0.120) (0.302)
URBANIZATION RATE -0.042 0.250 0.589 -0.455 -0.333 -0.202
(0.257) (0.308) (0.515) (0.352) (0.335) (0.629)
In(LAND AREA) -0.062**  -0.027 -0.043  -0.040
(0.031) (0.039) (0.039) (0.048)
LATITUDE 0.286 0.266 -0.421 -0.438
(0.317) (0.314) (0.422) (0.417)
COMMON LAW ORIGIN -0.046 -0.040 -0.014 -0.109
(0.126) (0.129) (0.119) (0.117)
CATHOLIC -0.105 -0.064 -0.142 -0.112
(0.117) (0.134) (0.160) (0.167)
POLITY 2 0.067 0.604***
(0.191) (0.220)
MAJORITARIAN RULE -0.240*** 0.042
(0.093) (0.104)
Fixed Effects
Year Yes Yes Yes Yes Yes Yes
Country No No Yes No No Yes
Switzerland Yes Yes No Yes Yes No
R2 0.416 0.433 0.592 0.417 0.454 0.573
Wald Chi? (p-value) 0.000 0.000 0.000 0.000 0.000 0.000
Number of Countries 18 18 18 18 18 18
Number of Observations 153 153 153 137 137 137

Note: This table reports results relating bank depasits GDP to suffrage institutions. The dependent
variable is the logarithm of BANK DEPOSITS. All theegressions include a constant, whose
coefficient is not reported. Depending on the dpmtions, the regressions control for economic
development, urbanization rate, factor endowmelggal origin, religion, degree of democracy,
electoral rule, year effects, country fixed effe@ad Switzerland effect. The panel spans the 1913-
1999 interval and includes 18 countries. Table inrearizes variables definitions and sources.
Numbers in parentheses are panel-corrected stamsteos (Beck and Katz, 1995). *, **, and ***
indicate significance at the 10%, 5%, and 1% levelspectively.
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TABLE 7. The Effect of Suffrage on Financial Structure, 1913-1999: Panel Data

1) 2) 3) (4) (5) (6)
Suffrage I nstitutions
SUFFRAGE -2.205%**  -2.022*** -2.166%**
(0.639) (0.594) (0.713)
EFFECTIVE SUFFRAGE -3.114** -3,001** -1.937*
(0.827) (0.801) (1.083)
Controls
In(GDP PER CAPITA) -0.359* -0.399~ -0.293 -0.209 .108 -0.303
(0.201) (0.215) (0.376) (0.160) (0.186) (0.571)
URBANIZATION RATE 0.712 0.239 0.251 1.313* 1.234* 1.263
(0.484) (0.464) (0.973) (0.594) (0.641) (1.096)
In(LAND AREA) -0.002 -0.045 -0.048 -0.046*
(0.036) (0.041) (0.031) (0.034)
LATITUDE 0.774* 0.776** 1.270** 1.294**
(0.424) (0.387) (0.547) (0.536)
COMMON LAW ORIGIN 1.174%*  1,181** 1.089***  1.167***
(0.270) (0.263) (0.305) (0.280)
CATHOLIC 0.033 -0.031 0.111 0.081
(0.172) (0.205) (0.192) (0.206)
POLITY 2 -0.245 -0.515
(0.293) (0.317)
MAJORITARIAN RULE 0.321 -0.056
(0.213) (0.200)
Fixed Effects
Year Yes Yes Yes Yes Yes Yes
Country No No Yes No No Yes
Switzerland Yes Yes No Yes Yes No
R2 0.546 0.557 0.673 0.595 0.604 0.690
Wald Chi? (p-value) 0.000 0.000 0.000 0.000 0.000 0.000
Number of Countries 18 18 18 18 18 18
Number of Observations 136 136 136 126 126 126

Note: This table reports results relating financial stowe to suffrage institutions. The dependent \égias
the logarithm of STRUCTURE. All the regressionslumi® a constant, whose coefficient is not reported.
Depending on the specifications, the regressiongralofor economic development, urbanization réaetor
endowments, legal origin, religion, degree of deraog, electoral rule, year effects, country fixéfkets, and
Switzerland effect. The panel spans the 1913-188ial and includes 18 countries. Table 1 sumraariz
variables definitions and sources. Numbers in gheses are panels corrected standard errors (BelcKatz,
1995). *, **, and *** indicate significance at thHE0%, 5%, and 1% levels, respectively.
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TABLE 8. The Long-Run Effect of Universal Suffrage on Financial System Orientation: Cross Section Data

1) () ®3) (4) (5) (6) @) (8)

FINANCIAL STRUCTURE FINANCIAL STRUCTURE INDEX

Suffrage Institutions
UNIVERSAL SUFFRAGE 0.007*  0.006**  0.007** 0.006*** 0.004*  0.005* 0.004**  0.006***
(0.003) (0.002) (0.003) (0.002) (0.002) (0.002) 0Q2) (0.001)

Controls
IN(INITIAL GDP PER CAPITA) 0.049  -0.499*** 0.051  -0.491*** 0.062 -0.041 0.067 -0.003
(0.114) (0.119) (0.100) (0.092) (0.060) (0.084) 083) (0.068)
URBANIZATION RATE 0.287 0.225 0.297 0.252 0.095 871 0.118 0.252
(0.372) (0.298) (0.332) (0.233) (0.196) (0.211) 1) (0.171)
IN(LAND AREA) 0.041 -0.061** 0.042  -0.059*** (0.032* -0.001 0.034** 0.008
(0.032) (0.030) (0.028) (0.023) (0.017) (0.021) 0Oim) (0.017)
LATITUDE -0.065 0.546 -0.052 0.578* -0.053 0.131 .0B2 0.268
(0.451) (0.455) (0.403) (0.349) (0.237) (0.322)  2() (0.257)
COMMON LAW ORIGIN 0.329** 0.649** 0.329*** 0.644** (0.185** (0.286** 0.186*** (0.263***
(0.115) 0.111 (0.101) (0.084) (0.061) (0.079) (805 (0.062)
CATHOLIC -0.122 -0.078 -0.123 -0.077 -0.086 -0.095* -0.088* -0.093**
(0.118) (0.070) (0.098) (0.052) (0.059) (0.049) 0.062) (0.038)
Method of Estimation OoLS OoLS IV/2SLS  IV/2SLS OLS oL IV/2SLS  IV/2SLS
Sample Whole Narrow Whole Narrow Whole Narrow Whole Narrow
F-Statistic for First Stage 0.000 0.000 0.000 0.000
Wu-Hausmark-Test f-value) 0.878 0.789 0.515 0.075
R2 0.449 0.925 0.813 0.973 0.481 0.855 0.480 0.843
Number of Observations 35 18 35 18 35 18 35 18

Note: The regression estimated is : FINANCIAL SYSTEM @RITATION; =a + B UNIVERSAL SUFFRAGE + vy X; + g;, where
FINANCIAL SYSTEM ORIENTATION is either FINANCIAL SRUCTURE or FINANCIAL STRUCTURE INDEX.
FINANCIAL STRUCTURE is the ratio of stock marketpitalization to private credit. FINANCIAL STRUCTURENDEX is the
average of the deviations from the mean for therise ofdbmcap the inverse ofibtvtandtvtover, which are variables drawn from
Beck et al. (2000). Higher values of this indexidade a more market-oriented financial system. ANCAAL SYSTEM
ORIENTATION dependent variables are averaged olrerpteriod 1980-1995 as provided by Beck, Demirgigtkand Levine
(2000). UNIVERSAL SUFFRAGE refers to the year of first parliamentary election to which all malesldemales of voting ages
were allowed to vote in a given country (retrieeain different sources: Flora, 1983; Ramirez, Shysad Shanahan, 1997). The
regressions also include a vector of control véemhX. INITIAL GDP PER CAPITA is the real GDP peapita in 1980, using data
from Summers-Heston. URBANIZATION RATE, LAND AREA,ATITUDE, COMMON LAW ORIGIN, and CATHOLIC are
defined in Table 1 and are related to the year 1986 whole sample includes 35 countries and thewasample is restricted to the
18 countries used in the panel data analysis. lmnuos 1, 2, 5, and 6, regressions are estimated) @idinary Least Squares. In
columns 3, 4, 7, and 8, regressions are estimatiad) Unstrumental Variables, Two-Stage Least Squarée instrument used is
INTERNATIONAL NORMS FOR SUFFRAGE, as defined in Tald. Numbers in parentheses are standard errots, and ***
indicate significance at the 10%, 5%, and 1% levelspectively.
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APPENDIX TABLE A2. Country Coverage

Country Name

Argentina Cyprus Ireland Netherlands Sweden
Australia Denmark Israel New Zealand Switzerland
Austria Finland Italy Norway Turkey

Belgium France Japan Peru United Kingdom
Brazil Germany Korea, Republic of  Portugal United States
Canada Greece Malaysia South Africa Uruguay

Chile India Mexico Spain Venezuela

Note: This table lists the 35 countries of the crossisaanalysis and the 18 countries of the panel
data analysis (in bold).
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