
Figure 3a: Growth residuals vs. mean of credit growth  
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Figure 3b: Growth residuals vs. variance of credit growth  
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Figure 3c: Growth residuals vs. skewness of credit growth  
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 Note: The vertical axis in each graph shows the residuals of the cross section regression, given in Table 3, 
leaving out the mean, variance and skewness of real credit growth, respectively. The horizontal axis shows the 
three moments of real credit growth. 
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Figure 4:GDP Limit Distribution
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Figure 5 :Risky GDP Growth  v.s. Safe GDP Growth: the Role of Contract Enforceability
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Table 1: Skewness and Growth 
 
Dependent variable: Real per capita GDP growth 
 

 
(1) a 

 
(2) b 

 
(3) c 

 

 

Cross section 
(Least Squares) 

 

Panel 
(Least Squares) 

 

Panel  
(GMM) 

 
    
Initial per capita GDP -0.463 -0.263** -0.157 
 (0.356) (0.122) (0.172) 
Secondary schooling 0.020 0.020** 0.139** 
 (0.020) (0.006) (0.274) 
Credit growth, mean 0.161** 0.178** 0.147** 
 (0.049) (0.010) (0.017) 
Credit growth, variance -0.045** -0.044** -0.064** 
 (0.023) (0.0089 (0.007) 
Credit growth, skewness -0.406** -0.302** -0.204** 
 (0.194) (0.052) (0.084) 
   
    
# of observations 57 114 114 
  
a) Regression 1 is estimated by OLS. Standard errors are reported in parentheses (in all regressions in this table) 
b) Regression 2 is estimated by GLS from a panel of non-overlapping 10 year windows. 
c) Regression 3 is a panel regression with non-overlapping 10 year windows using the GMM System Estimator 
** denotes significance at 5% level 
 
 
 
Table 2: Moments of Credit Growth for different country groups:  
  

 HECs MECs LECs 
 Mean 0.031 0.077 0.042 
 Std. Dev. 0.091 0.145 0.174 
 Skewness 0.526 -1.441 -0.677 

 
Note: HEC’s, MEC’s and LEC’s denote high, low and middle enforceability of contracts, respectively. The 
entries in the table are computed using country-years within each group. 

 
 



Table 3: Different Country Groups   
 
Dependent variable: Real per capita GDP growth 
 

 
(1) (2) (3) (4) (5) (6) 

 

 

MEC vs. HEC 
and LEC 

(Definition 1) 

MEC vs. HEC 
and LEC 

(Definition 2) 

MEC only All 
(including 

WAR/TOT) 

All 
(including 

WAR/TOT)

Lib. vs. 
No Lib 

 
 

       
Initial per capita GDP 0.031 0.005 -0.550** -0.191** -0.395** -0.625** 
 (0.118) (0.114) (0.330) (0.081) (0.088) (0.100) 
Secondary schooling 0.012** 0.013** 0.012** 0.029** 0.036** 0.040** 
 (0.005) (0.005) (0.001) (0.004) (0.005) (0.006) 
Credit growth, mean 0.090** 0.093** 0.243** 0.135** 0.209** 0.141** 
 (0.013) (0.014) (0.036) (0.009) (0.012) (0.035) 
Credit growth, variance -0.029** -0.026** -0.041** -0.009** -0.014** -0.030** 
 (0.011) (0.011) (0.024) (0.001) (0.006) (0.008) 
Credit growth, skewness -0.136** -0.148** -0.410** -0.216** -0.416** 0.071 
 (0.058) (0.058) (0.183) (0.041) (0.059) (0.213) 
Credit growth, mean *MEC 0.178** 0.184**     
 (0.025) (0.025)     
Credit growth, variance *MEC -0.008 -0.010     
 (0.010) (0.011)     
Credit growth, skewness *MEC -0.336** -0.413**     
 (0.134) (0.140)     
Credit growth, mean *WAR/TOT    -0.122**  
    (0.022)  
Credit growth, variance * WAR/TOT    0.004  
    (0.006)  
Credit growth, skewness * WAR/TOT    0.684**  
   (0.133)  
Credit growth, mean *Liberalized     0.030 
     (0.039) 
Credit growth, variance * Liberalized     0.016 
     (0.011) 
Credit growth, skewness *Liberalized     -0.489** 
    (0.228) 
     
# of observations 114 114 46 166 166 101 

 
Note: This table reports the results of the benchmark regression – regression [ 2] in table 3-  for different country 
groups.  
 
Regression (1) includes an interaction dummy that takes a value of 1 if a country is an MEC according to the 
income criterion and zero otherwise. Regression (2) has a similar interaction dummy that takes a value of 1 if the 
country is an MEC according the “Rule of Law” index of Kaufman and Kraay, and zero otherwise. Regression 
(3) includes the middle enforceability countries only. Regression (4) includes all 83 countries in the samlple, 
including countries that experienced wars and severe terms of trade deteriorations. In regression (5) we include 
an interaction dummy for countries with wars and large term of trade shocks. Finally. regression (6) includes an 
interaction dummy that takes a value of 1 if a country has liberalized and zero otherwise. The dates and a 
description of the construction of the liberalization index is given in the appendix. Wald tests for the three 
moments of credit in regressions (4) and (5) are given below. 
 



Wald Tests 1: War/TOT countries vs non VAR/TOT countries  
 

F-statistic  (p-value) 
  
Credit-mean    20.69**  0.000    
Credit-variance   181.05** 0.000 
Credit skewness   4.44**  0.037 
 
Wald Tests 2: Liberalized vs. Not Liberalized 
 

F-statistic  (p-value) 
  
Credit-mean   126.62** 0.000 
Credit-variance   2.80*  0.097 
Credit skewness   40.23**  0.000 
 
 
 
Table 4: Moments of Credit Growth Before and After Financial Liberalization 
 
  

 Country-years that 
are liberalized 

Country-years that 
are closed 

 Mean 0.067 0.034 
 Std. Dev. 0.130 0.170 
 Skewness -0.707 0.049 

 
Note: The sample is partitioned into two country-year groups: liberalized and nonliberalized 
 
 



Table 5: Endogeneity  
 

Second stage  
 

(1)  
 

(2)  
 

First stage  
 

(3)  
 

(4)  
 

Dependent variable: Real 
per capita GDP growth 

Panel 
IV 

 
(Lib) 

Panel 
GMM 

 
(Lib) 

 
 
Dependent variable: 
Skewness 

Panel 
IV 

 
(Lib) 

Panel 
GMM 

 
(Lib) 

      
Initial per capita GDP -0.393 -0.393 Initial per capita GDP 0.119 0.119 
 (0.286) (0.304)  (0.156) (0.164) 
Secondary schooling 0.034** 0.034** Secondary schooling 0.010 0.010 
 (0.015) (0.017)  (0.008) (0.009) 
Credit growth, mean 0.250** 0.250** Credit growth, mean 0.078** 0.078** 
 (0.053) (0.060)  (0.019) (0.021) 
Credit growth, variance -0.021 -0.021 Credit growth, variance 0.010 0.010 
 (0.024) (0.033)  (0.013) (0.012) 
Credit growth, skewness -1.330** -1.330** Liberalization -1.020** -1.020** 
 (0.626) (0.666)  (0.345) (0.331) 
     
    
    
Hausman Test P-value O.107  F-statistic 5.03  
# of observations 99 99  99 99 
  
Note: The instrument for skewness is the liberalization index. Regressions (1) and (2) show the second stage of 
the regression, regressions (3) and (4) the first stage, estimated with OLS and GMM, respectively. We 
performed a regression based Hausman test, where we include the residual of the 1st stage regression in the main 
regression equation. As the coefficient on this residual is not significant (with a p-value of 0.107), we conclude 
that OLS is indeed a consistent estimator for skewness.  
 
 
 



Table 6: Outliers 
 
Dependent variable: Real per capita GDP growth 
 

 
(1) (2) (3) 

 
(4) (5) (6) 

 
(7) 

Excluded Countries  Jordan Niger Papua-NG Botswana Korea China All Outliers
        
Initial per capita GDP -0.338** -0.276** -0.174 -0.421** -0.158 -0.068 -0.148 
 (0.117) (0.114) (0.122) (0.114) (0.122) (0.122) (0.116) 
Secondary schooling 0.024** 0.019** 0.016** 0.029** 0.015** 0.012** 0.015** 
 (0.006) (0.005) (0.006) (0.006) (0.006) (0.006) (0.005) 
Credit growth, mean 0.174** 0.172** 0.174** 0.178** 0.170** 0.168** 0.144** 
 (0.010) (0.010) (0.013) (0.010) (0.011) (0.012) (0.013) 
Credit growth, variance -0.045** -0.047** -0.043** -0.040** -0.043** -0.037** -0.041** 
 (0.008) (0.006) (0.009) (0.008) (0.008) (0.007) (0.007) 
Credit growth, skewness -0.320** -0.288** -0.342** -0.292** -0.274** -0.248** -0.244** 
 (0.050) (0.037) (0.058) (0.055) (0.050) (0.049) (0.047) 
        
      
# of observations 112 112 113 112 112 112 103 

 
Note: There are no statistical outliers in our benchmark regression (regression 2, Table 4), in the sense that one 
of the residuals is more that 2 standard deviations away from the mean. In regressions (1)-(3), we individually 
exclude the countries with the larges country-decade residuals from the regression. In regression (4)-(6), the 
countries with the lowest country-decade residuals. In regression (7), we exclude all countries with extreme 
observations at the same time. 



Table 7: extended set of control variables 
 
Dependent variable: Real per capita GDP growth 
 

 
(1) 

 
(2) 

 
(3) 

 
(4) 

Initial per capita GDP -0.173 -0.191 0.145 -0.011 
 (0.117) (0.116) (0.128) (0.143) 
Secondary schooling 0.017** 0.018** 0.003** 0.009 
 (0.005) (0.005) (0.006) (0.006) 
Government share -0.034** -0.034** -0.037** 0.037** 
 (0.013) (0.013) (0.012) (0.012) 
Life Expectancy  0.005 -0.021 0.003 
  (0.072) (0.065) (0.007) 
Inflation   -0.017** 0.016** 
   (0.003) (0.002) 
Terms of trade growth    0.064 
    (0.052) 
Credit growth, mean 0.139** 0.138** 0.139** 0.162** 
 (0.012) (0.012) (0.013) (0.013) 
Credit growth, variance -0.050** -0.050** -0.023** -0.088** 
 (0.008) (0.007) (0.006) (0.017) 
Credit growth, skewness -0.203** -0.204** -0.161** -0.245** 
 (0.051) (0.052) (0.049) (0.066) 
   
# of observations 114 114 114 114 

 
Note: In regressions (1) to (4) we add standard control variables used in the empirical growth literature to our 
benchmark regression (regression 2, Table 1). 




