HIER

Harvard | nstitute of Economic Research

Discussion Paper Number 1943

The Guarantees of Freedom

by

Rafagl La Porta, Florencio Lopez-de-Silanes, Cristian Pop-Eleches, and
Andrel Shleifer

January 2002

Harvard University
Cambridge, Massachusetts

This paper can be downloaded without charge from the:

http://post.economics.harvard.edu/hier/2002papers/2002list.html




The Guarantees of Freedom
by
Rafael La Porta, Florencio Lopez-de-Silanes,
Cristian Pop-Eleches, and Andrel Shleifer

Discussion Paper Number 1943
January 2002

Harvard Institute for Economic Research
Harvard University
Cambridge, MA 02138



Abstract

Hayek (1960) distinguishes the institutions of English freedom, which guarantee the
independence of judges from political interference in the administration of justice, from those of
American freedom, which allow judges to restrain law-making powers of the sovereign through
constitutional review. We create a data base of constitutional rulesin 71 countries that reflect
these institutions of English and American freedom, and ask whether these rules predict
economic and political freedom in a cross-section of countries. We find that the English
institutions of judicial independence are strong predictors of economic freedom and weaker
predictors of political freedom. The American institutions of checks and balances are strong
predictors of political but not of economic freedom. Judicial independence explains half of the

positive effect of common law legal origin on measures of economic freedom.
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1. Introduction.

In his 1960 classic “ The Constitution of Liberty,” Hayek defines freedom as the absence of
coercion by the government, and describes the various institutions that guaranteeit. Hefocuseson
two clusters of institutions of free societies, which following his analysis we call English freedom
and American freedom. Central to English freedom is the idea of rule of law, which refers to the
equality of subjects before the law, and the impartial administration of justice. The coercion that
English freedom restrictsisthe power of the sovereign —beit king or Parliament —to interfere with
the administration of justice by the courts. Parliament makes the laws, but judges enforce them
without interference from Parliament.

The American idea of freedom, according to Hayek, accepts the British notion of judicial
independence, but goes further and holds that |aw-making itself is subject to restraints. Thewill of
the magjority, as expressed by the decisions of the executive or the Parliament, isitself limited by the
constitution, and courts are able to strike down laws which they deem unconstitutional. Put very
simply, English freedom refers to the inability of law-makers to interfere with the courts, while
American freedom refers to the ability of the courts to interfere with the law-makers.

Both the English and the American conceptions of freedom are based on a common notion
that the will of the sovereign -- even ademocratically elected sovereign -- must berestrained. Both
rgject the idea -- articulated most clearly by Rousseau -- that the democratically elected sovereign
can, on behalf of the people, legitimately act without constraints. Both the English and the American
conceptions of freedom deal with the limits on government, but refer to different limits.

In order to restrain the sovereign, the architects of the English and the American freedom

have invented a variety of institutions. These institutions have been widely adopted around the



world, and their merits discussed extensively. Y et despite extensive discussions, to our knowledge
there hasbeen no attempt to measuretheinstitutional arrangementsrelated to English and American
freedom, and to ask empirically which of these arrangements are in fact successful guarantees of
freedom. This is precisely what we do in this paper. We collect information on a variety of
congtitutional arrangements in 71 countries related to the organizing themes of English and
Americanfreedom. Although national constitutions sometimes change (and we consider separately
the sub-sample of countries where constitutions have been very stable), we see them as largely
determined by history and therefore possibly shaping subsequent economic and social outcomes.
We use these data to examine which constitutional arrangements are associated with
measures of political and economic freedom in a cross-section of countries. Perhaps the key
contribution of this paper isto collect dataon constitutional variablesin alarge number of countries
that reflect particular attempts by the framers of these constitutions to guarantee freedom.
Asweseeit, the English conception of freedom ismost i ntimately focused on the prevention
of arbitrary action of the government, which is accomplished through the separation of powers
between the creators and the administrators of laws. Hayek credits Locke with an early statement
of the doctrine of separation of powers,? although the development of this doctrine is typically
associated with Montesquieu (1748). In constitutional terms, the doctrine of separation of powers

isimplemented through the guarantees of judicial independence, and of accountability of al subjects

2 Thus, John Locke (1690, Chapter 11; §137) writes “For all the power the government has, being only for the
good of the society, as it ought not to be arbitrary and at pleasure, so it ought to be exercised by established and
promulgated laws, that both the people may know their duty, and be safe and secure within the limits of the law, and
the rulers, too, kept within their due bounds, and not be tempted by the power they have in their handsto employ it to
purposes, and by such measures as they would not have known, and own not willingly.”

2



of acommonwealth, including government officials, before the law.?

In English history, various attempts at judicial independence begin in the 12" century, when
Henry Il introducestrial by jury, and thereby surrenders at | east some powersover dispute resolution
to lay judges (Dawson 1960). The importance of the jury expands over the following centuries,
including through Magna Carta, although judges continue to be employed by the king. Several
English monarchs, especially the Tudors, are unhappy with this loss of control over adjudication:
they punish disagreeable juries for perjury and create jury-free courts of roya prerogative. The
English Revolution confirms the principle of judicial independence. The 1701 Act of Settlement
grants judges lifetime appointments as well as independence from Parliament.

Accordingly, wemeasure Englishfreedomintermsof the constitutional mandatesgoverning
the appointment terms of judges in high courts. We focus both on Supreme Courts (the highest
courts of the land), and the administrative courts, which address disputes between citizens and the
government. We also look at ameasure of independence of administrative courts. Lastly, we look
at what some writers, including Hayek, regard as a crucia protection of judicial independence in
England, namely precedent (or caselaw) asasource of law. On thistheory, the ability of sovereign
to influence judges is severely limited when prior judicia decisions constrain the sitting judges.

While restraints on Parliamentary or royal interference with judges are central to English
freedom, the idea of limiting the law-making freedom of Parliament is foreign to the English
congtitution. In fact, in his classic statement of the subject, Dicey (1885) defined the English

constitution in terms of the unconstrained law-making power of Parliament. Hayek in fact seesthis

3“Thefirst maxim of afree stateis, that the laws be made by one set of men, and administered by another; in other
words, that the legislative and thejudicial character be kept separate.”  (William Paley as quoted by Hayek, page 173).
Lessclearly, John Locke (Chapter 11; 8136) writes: “...s0 it servesnot asit aught, to determine the rights and fence the
properties of those that live under it, especially where every oneisjudge, interpreter, and executioner of it too...”.
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feature of the English constitution asposing asevererisk to freedom from the tyranny of the majority
or (to use the French term) the genera will. For this reason, Hayek sees the United States as the
great innovator in the development of freedom in the 19" century.

The American idea of freedom is most intimately related to the notion of checks and
balances, referring especially to the power of the Supreme Court to check congressional law-making
against a difficult-to-amend Constitution. We consider a variety of constitutional measures of
American freedom from this general perspective. First, we measure the rigidity of a country’s
constitution in terms of the difficulty of modification. Second, we examine the ability of Supreme
or constitutional courts to review the laws passed by parliaments. Third, and more tentatively, we
consider federalist arrangements as a source of checks and balances.

We examine how these constitutional arrangements influence both economic and political
freedom. Economic freedomismeasured by assessments of the security of property rightsin various
countries as well as by an objective measure of the burden of government regulation, namely an
estimate of the number of steps that an entrepreneur must take in order to legally open a business
(Djankov et a. 2002). Political freedom is measured using indices of democracy, political rights,
and human rights from different sources.

These data enable us to ask the key question: do the institutions of either English or
American freedom, asreflected in a country’ s constitution, make the citizens of that country free?
Wefind that, holding certain parameters constant, the institutions of English freedom contribute to
both the economic and the political freedom in a country. The institutions of American freedom
contribute to political freedom, but less clearly to economic freedom. It is perhaps not entirely

surprising that judicial independence is especially important for economic freedom while judicial



checks on the legislature for political freedom, but it nonetheless is interesting to know that these
results are confirmed by the data.

Earlier research findsthat common law countries—those whosecommercia lawsderivefrom
those of England — score better on various indicators of economic freedom, such as financia
development and lightness of regulation — than do civil law countries (La Portaet al. 1997, 1998,
1999). Lega origin of commercia lawsisan interesting predictor of economic and social outcomes
because most countries have acquired these laws through conquest or transplantation from a
relatively few “mother” origins, namely England, France, Germany and Soviet Russia. Legal origin
is therefore largely exogenous. We do not know whether this evidence is explained by greater
politicization of economic lifein civil law countries (Damaska 1986, La Porta et al.1999), or by
differencesinthelegal systemsthemselves (Coffee 2000, Johnson et a. 2000, Djankov et a. 2001).
We confirm that English legal origin is a strong predictor of economic, but less so of political,
freedom, and ask whether adding our measures of the institutions of English freedom “kills’ this
predictive power of lega origin. We find that our measures of English freedom reduce the effect
of common law origin on economic freedom in half, which suggeststhat judicial independence may

be an important reason why English legal origin is associated with greater security of property.

2. Data.
Construction of the Database and Definition of the Variables.

Our analysisis based on a data set of measures of freedom and its potential determinantsin
71 countries. The sample coversall countriesin the Maddex (1995) Encyclopediaof Constitutions,

with the exception of transition economies. The Maddex sample generally includes the richer



countries, which in fact are the appropriate universe to examine the effectiveness of constitutional
guarantees of freedom, since constitutions are more likely to be followed in these countries. We
choose not to expand the country coverage to assure the compatibility of our coding with Maddex.
We exclude from the Maddex sampl e transition economies (Bulgaria, Cambodia, Czech Republic,
Hungary, Poland, Romania, Slovak Republic, and Russia) because their laws and institutions have
been changing very rapidly inthe 1990s. The sampledoes, however, include countrieswith socialist
constitutions (China, Cuba, Vietnam, and North Korea). The actual number of observations varies
between regressions depending on dataavailability. The data, however, are nearly complete for the
constitutional variables, where we supplement the Maddex data with other variables from actual
congtitutions. Table 1 summarizes the definitions and sources for al variables in the paper.

Unlikeour constitutional variables, which comefrom written laws, our measures of freedom
generaly come from survey assessments. We measure economic freedom in two ways. Thefirst
isanindex of the security of property rights, devel oped by athink tank concerned generally with the
protection of private property -- especially against infringement by the government. The second
measure (which comes from rules rather than assessments) is the number of different steps that a
start-up hasto comply within order to begin operating asalegal entity. Thismeasurewasdevel oped
by Djankov et al. (2002) as an objective estimate of regulatory interference by the government in
private markets. We measure political freedom by an index of democracy, an index of political
rights, and an index of human rights -- all taken from different data bases.

The correlations among the measures of freedom within the same category are high. Inthe
economic freedom category, countries that score high on property rights tend to require few

procedures to start abusiness (-0.57 correlation). In the political freedom category, countries that



score high on theindex of political rights also score high on democracy (0.91 correlation) and high
on human rights (0.90 correlation). Similarly, countries that score low on democracy tend to score
low on human rights (0.82 correlation).

Economic and political freedom are also highly positively correlated. A few countries such
as Kuwait, Saudi Arabia and Singapore score high on economic freedom but low on democracy.
Other countries, like Haiti, score low on the former and high on the latter. But such countries are
an exception not the rule, as economic and political freedom typicaly go hand-in-hand. Countries
that score high on property rights also score high on democracy (correlation is0.60), political rights
(0.68 correlation), and human rights (0.71 correlation). Similarly, countries that require a large
number of procedures to setup a new business tend to score low in democracy (-0.25 correlation),
political rights (-0.33 correlation), and human rights (-0.42 correlation).

We relate freedom to two sets of its potential determinants: judicial independence (English
freedom), and checks-and-balances (American freedom). Our principal contribution isto focus on
de jure variables derived from national constitutions. These variables reflect the relatively
permanent features of a country’ s institutional environment as compared to the de facto political
outcomes, such astheturnover of politicians, for example. By collecting these data, we also provide
anew source of information for the comparative study of institutions.

Recall that the essence of the English view is the enforcement of laws to an independent
judiciary. Weusethreeproxiesfor judicia independence. First, in somecountriesjudgeshavelife-
long tenure whereas in others they are appointed for a short period of time or even serve at the
pleasure of the president. When judges havelife-longtenure, they are both less susceptibleto direct

political pressureand lesslikely to have been selected by the authorities currently in office. Because



the English view of freedom stresses the independence of judges adjudicating disputes between
citizens and the state (in freedom of speech cases, contracts, etc.), we focus on the tenure of two sets
of judges: those in the highest ordinary courts, and those in administrative courts.

In England, theideaof decision-making by independent juries dates back to the 12 century,
and the history of lifetime tenure of judges to the Act of Settlement in 1701. Over time, nearly all
the countries following the common law legal tradition adopted this principle.* Itsimportance was
summarized by Alexander Hamilton: “nothing can contribute so much to [the judiciary’s] firmness
and independence as permanency in office, this quality may therefore be justly regarded as an
indispensable ingredient” (Federalist 78). The approach of civil law countriesto judicial tenureis
quitedifferent: ajudge usualy entersthejudiciary at alow level and works hisway up the hierarchy
through promotions and assignments from either a council or the ministry of judges (Merryman
1969). Such promotions are influenced by the government. After World War 11, many civil law
countriesintroduced constitutional guarantees of the tenure of judges, at least for the higher ranked
courts. Despiterecent convergence, inanumber of countriesjudges serve at thewill of the president
(asinlraq), or their tenure does not exceed that of the legidature (asin Vietnam).

Second, in some countries, citizens can challenge administrative acts of the government only
in administrative courts that form part of the executive branch. In other countries, in contrast,
citizens can seek redress against administrative acts directly through ordinary courts and/or they can
request the Supreme Court to review decisionsmade by administrative courts. Arbitrary government

actionsarelesslikely whenthejudicial branch canreview administrativeacts. Inaddition, thecourts

* Glaeser and Sheifer (2002) argue that the reason that England adopted ajury system, whereas France did not,
was that England was a more peaceful country than France through most of the last millennium, and therefore did not
need to worry as much as France did about protecting jurors from intimidation by the powerful local magnates
interested in subverting justice.



ruling on administrative disputes are presumably more independent, the longer their tenure. Thus
our administrative review variable is adummy that takes the value of one when the Supreme Court
has jurisdiction over administrative cases and judges ruling over these cases have lifelong tenure.

Thehistorical development of judicial review of administrative casesin England dates back
to the conflict between Parliament, backed by judges and lawyers, and Charles |, which ultimately
led to theindependence of thejudiciary. A direct result of thisconflict wasthe concept that ordinary
courts can rule on the lawfulness of executive actions. Aswith other institutional features, thisidea
was also adopted by the countries in the common law tradition. In contrast, the French (strict)
interpretation of the principle of separation of powers, did not allow judgesto review administrative
acts and decisions. In France, aparald institution, Conseil d’ Etat, was created following abasic
structurelaid down by Napoleonin 1799. Thisinstitution, whichispart of the executive branch, has
the power to rule over administrative decisions.

Third, in some countries courts merely interpret laws. In other countries, courts have
“lawmaking” powers and, moreover, through the doctrine of stare decisis, judicial decisions are
constrained by prior judicial decisions. Because the power of the precedent restricts the ability of
the government to influence judges, it too serves as a useful measure of judicial independence.

In many countries, case law exists de-facto although not de-jure (Merryman 1969). The
French revolution stripped all legidative (and power over administrative acts) from the judicial
system. However, judgesin civil law countries do pay attention to precedent (Glendon et al.1982,
pp. 132-134, and Damaska 1986, p. 33). For example, the career incentives induced by the
hierarchical judicial systems of civil law countries may lead judges to heed precedent even when

case law is not explicitly recognized as a source of law. Thus, Damaska (1986, p. 37) writes that



“Firmly tied to the mast of the civil service, lower judges could hear the seductive music of freedom
as Ulysses heard the singing of the sirens.”

Still, de-jure case law may beimportant for freedom for two reasons. First, “...thetraditiona
conception that a single case has no binding effect seems to have hindered civil law judges and
scholars alike from developing a workable system of precedent.” (Glendon et al. 1982, p. 134).
Second, hierarchical review systems of civil law countries are less likely to allow case law to rule,
thusreducingjudicial independence. “ The Continental judge does not weigh the symmetry of factual
situations which, under the aegis of stare decisis, permits fine distinctions and thus assures the
flexiblegrowth of thelaw. Instead he seeksever moreconcreterulesin prior decisions, disregarding
theenvel oping factual context. Assuming the binding nature of thisprogressive norm concretization,
decisional standards would in time become intolerably rigid, each new decision a drop in the
formation of an ever longer stal actite of norms. In short, while ajudicial organization composed of
loosely hierarchical judges may require a doctrine of binding precedent as an internal ideological

stabilizer, ahierarchical career judiciary may well be better off without it.” (Damaska 1986, p. 37).
The American system, through a written Constitution, endows separate branches of

government with limiting powersover each other. Inthissystem of checks-and-balances, no branch
issupreme. We use four variables to capture the importance of checks-and-balancesin molding the
political institutions of a country.

First, in some countriesthe legislature derivesits power and authority from the constitution
and is bound by it when making laws. In other countries, in contrast, there is no hierarchy of laws
to restrain the power of the legislature either because there is no constitution or because the
legislature can dlter it inthe sameway asit writesnew laws. Thus, arigid constitution (i.e., one that
isdifficult to modify) may constrain the power of the legidlature.
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Historically, the U.S. was the first country to introduce a rigid constitution. A proposed
amendment to the American constitution requires either atwo thirds majority in both chambers of
congress or the organization of a convention called by at least two thirds of the states. In addition,
the ratification by either the legislatures or conventions of three-fourths of the statesis needed. In
contrast, the U.K. has a flexible constitution since an Act of Parliament can make changes to all
constitutional institutions and rules. In the 19" and 20™ centuries, most countries that passed new
constitutions opted for the American “rigid” approach. Thus, in most countries, the text of the
constitution providesfor aspecia procedure for changing it, which usually involves acombination
of majority or supermajority in legislature, referendum by the population, approval of the head of
state, or approval of amagjority of sub-national legislatures. Finally, only under arigid constitution
isit possible to establish an institutional arrangement to control the conformity of legislation with
the constitution, a concept that we turn to next.

Second, in some countries, the constitutionality of laws cannot be challenged. In other
countries, however, lawsarereviewed by specialized constitutiona courtsand/or by ordinary courts
as they hear cases. The availability of constitutional review may constrain the power of the
legislative branch to make laws.®

In practice, constitutional review may be carried out by the judiciary (asinthe US) or by a
special constitutional court outside of the judicial system (as in many continental European

countries). Theconstitutional review performed by ordinary courtsistypically specific, aposteriori

® Theimportance of constitutional review was not lost to the framers of the constitution. For example, Alexander
Hamilton writes (Federalist Papers, no. 78): "The complete independence of the courts of justiceis peculiarly essential
inalimited constitution. By alimited constitution, | understand one, which contains certain specified exceptionsto the
legislative authority; such, for instance, as that it shall pass no bills of attainder, no ex post facto laws, and the like.
Limitations of this kind can be preserved in practice no other way than through the medium of the courts of justice;
whose duty it must be to declare all acts contrary to the manifest tenor of the constitution void. Without this, all the
reservations of particular rights or privileges would amount to nothing.”
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and, in principle, court decisions apply only inter-partes. In contrast, specialized constitutional
courts are arelatively new phenomenon. They werefirst introduced in Austriain 1920 and spread
throughout Europe after World War |l as a response to the excesses of Nazi Germany. When
constitutional review is carried out by specialized courts, it istypically abstract, a priori (although,
a posteriori review is aso possible), and has erga omnes effects. Importantly, judges in
constitutional review courts are typically political appointees without life-long tenure. The two
systems of constitutional review are not mutually exclusive. A few countries such as Chile and
South Africa have both systems of review in place.

Independently of whether the Supremeor the Constitutional court performsthe constitutional
review, countriesalso differ inthe scope of suchreview. Insomecountries, suchtheU.S., Germany,
Japan, and Brazil, the institutions established to decide on the constitutionality of laws and actions
enjoy theright of full review. Asan example, the Japanese constitution stipulates that the Supreme
Court is the court of last resort, with power to determine the constitutionality of any law, order,
regulation, or official act. In other countries, the review of constitutionality islimited in the sense
that it is only available to certain persons or entities, or is restricted to certain aspects of the
congtitution. InFrance, the Constitutional Council establishedin 1958 rules on the constitutionality
of laws before they are promulgated, but only the president, premier, the presidents of the two
legidative houses, or sixty members of either house can make a request for areview. Moreover,
once the law has been enacted, the Constitutional Council has no power to nullify it. Finaly, a
number of countries, such as China, Finland, Iran, North Korea, or the U.K. have no review at all.
In North Korea, the absence of the power of judicial review by the courts is the consequence of the

concentration of all power in the leadership of the communist party, whereas in the U.K., the lack
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of review derives from the absolute supremacy of Parliament.

Third, in some countries power is shared between a central government and the statesin a
federal system. In other countries, all power rests with the central government. A federal system
may be animportant element of asystem of checks-and-balancesif it introduces competition among
different levels of government and impedes their ability to act unilaterally (Riker 1964).

The creation of a federal system as an instrument to restrain the power of the national
legislature was another American constitutional invention. The founding fathers envisioned the
sharing of power between national and state legislatures as an effective limit on all government.
Looking at the U.S., Lord Acton considered thisinstitutional setup “the most efficacious and most
congenia of all checks on democracy” (quoted in Hayek 1960, p. 184). Despite the success of the
American federal model, few countries have adopted afederal structure of their government in the
last 200 years. In general, the vast mgority of nation-states, including Belgium, France, Great
Britain, the Scandinavian countries, and most of Latin American and African countries, haveunitary
systems of government.

As we have indicated in the introduction, one motivation for this paper is to relate our
findings to those on the predictive power of legal origin. Asastart, the next section organizes the
data by legal origin of the country’s commercial laws. In section 4, we examine the relationship

between the institutions we measure and legal origin.

Descriptive Satistics.
Table 2 presents our dataon theinstitutions of freedom. The variablesare listed by country,

and countries are organized by the legal origin of their commercial laws.
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Consider our proxies for English freedom first. The results for the tenure of Supreme and
Administrative Court judges are very similar and we only discuss the former. In 54 out of 70
countries for which we have the data, including the UK and the US, Supreme Court judges are
appointedfor life (SCtenure=2). Incontrast, Supreme Court judgesare appointed for terms of more
than six years, but lessthan life, (SC tenure=1) in 9 countries, including Japan, Mexico, Korea, and
Switzerland. Finally, Supreme Court judges are appointed for lessthan six yearsin Algeria, China,
Cuba, Honduras, Irag, North Korea, and Vietnam (SC tenure=0).

As these examples suggest, tenure of Supreme Court judges varies among legal origins.
Supreme Court judgeshavelife-long tenurein all countriesof English (ELO) and Scandinavian legal
origin (ScLO), but in only 71.9% of French-legal-origin (FLO) countries, 50% of German-legal-
origin ones (GLO), and never in Socialist-legal-origin (SoLO) countries. Supreme Court judgesare
appointed for more than six years, abeit not for life, in 50% of GLO countries and 18.8% of FLO
ones. Finaly, the tenure of Supreme Court judgesis shorter than six years (SC tenure=0) in 9.4%
of FLO countriesand in al SoLO countries.®

Our next variable deals with the nature of administrative review. Many key disputesin this
areaare adjudicated by administrative judges. However, whereasin 19 countries, including France,
the rulings of administrative judges are final, in 51 countries, such asthe UK and the US, they can
be appealed to judges in ordinary courts. A key implication of the ability to appeal administrative

sentencesin ordinary courtsisthat, asaresult, the Supreme Court has ultimate jurisdiction over the

® Administrative Court judges always havelife-long tenurein ELO and ScLO countries. However, Administrative
Court judges havelife-long tenurein only 62% of FL O countries, 50% of GL O countries, and never in SoL O countries.
Administrative Court judges are appointed for more than six years, albeit not for life, in 50% of GLO countries and
18.8% of FLO ones. Finally, the tenure of Administrative Court judges is shorter than six years in 18.8% of FLO
countriesand in all SoLO countries.
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rulings of the administrative courts.

Judgesin ELO and ScL O countries have more power over administrative cases than judges
in other legal origins. Whereas the Supreme Court has ultimate control over administrative casesin
91.3% of ELO and in 80% of ScL O countries, it only does so in 60.6% of FLO, and 66.7% of GLO
and SoL. O countries (only the ELO/FLO differenceis statistically significant). The Supreme Court
has jurisdiction over administrative cases even in Cuba. However, administrative review in Cuba,
asin al other SoLO countries, is conducted by judges without life-long tenure.

The example of Cuba suggests that the ability of the Supreme Court to review sentences by
administrative courts may not effectively restrain the power of the executive unless coupled with
independent (i.e., tenured) judges. For thisreason, we combinethe administrativereview and tenure
variablesin our measure. We find that administrative review is conducted by judges with life-long
tenure and subject to Supreme Court review (power of administrative judge = 1) in 91.3% of ELO
countries, 80% of ScL O countries, 40.6% of FLO countries, 16.7% of GLO countries, and never in
SoL O countries.

The availability of case law as a legitimate source of law is our fina proxy for English
freedom. As expected, case law is a source of law in al ELO countries but Thailand, which is
difficult to classify anyhow (see LaPortaet al. 1998). Caselaw isasoasource of law inall ScLO
countries and in 83.3% of GLO countries. On the other hand, case law is never a source of law in
SoL O countries. FLO countries occupy an intermediate position: case law is a source of law in
28.1% of the FLO countries (many of them are Latin American countries which modeled their
constitutions after the US one). These differences in case law across legal origins are magnified

when combined with the previous results on the tenure of the Supreme Court judges (i.e., of those
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who ultimately interpret thelaw). For example, not only do Supreme Court judges havelaw-making
power in ELO and ScL O countries but they also havelife-long tenure. Conversely, Supreme Court
judges in SoL O countries lack both lawmaking power and life-long tenure.

Turning to the American view of freedom, begin with the rigidity of the constitution. The
constitution can be changed by asimple law (Rigidity = 1) in countries such as Israel and the U.K.
In Sweden (Rigidity = 2) aproposal to amend the constitution needs the approval of the mgjority of
legislature (1 point) twice, the second time after anew parliament iselected (1 point). Changing the
congtitution isharder in Australia (Rigidity = 3), whereamgjority (1 point) in both houses (1 point)
have to pass the amendment and a referendum has to be organized (1 point). In Japan (Rigidity =
4), constitutional changes can be made often after the approval of a supermgjority of two thirds of
members (2 points) in each house (1 point) of parliament, and areferendum (1 point). Therigidity
of the constitution shows little variation among legal origins, and the differences are never
statistically significant.

The nature of the judiciary review is our second American freedom proxy. As we have
indicated earlier, countries vary greatly in the scope of constitutional review. Our variable ranges
from full review (value of 2), such asin Austria, Germany, Ghana, and the U.S,, to limited review
(value of 1) in countries such as Belgium, France, Honduras, and Jordan, to no review (value of 0)
in China, Cuba, the Netherlands, and the U.K.

A few patterns emerge from these data. Although there is no review of the constitution in
SoL. O countries, it exists in roughly 80-85% of the countries of each of the remaining four legal

origins.” Differencesintheincidence of constitutional review amonglegal origin arenot statistically

" Specialized courts are common in FLO and GLO, but rarein ELO and ScLO, countries.
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significant except with regards to SoLO countries which have sharply lower levels of review.
Perhaps this is to be expected in light of the fact that constitutiona review, as an American
innovation, islesstied to legal origin than are the English freedom variables.

Defining a federation involves many judgement calls (Riker 1964). Some countries, such
asUruguay, haveaunitary form of government and areclearly not federations. Other countries, such
as the United States, are clearly federations as they have both a federal government and local
governments with substantial autonomy. Still other countries, such as Argentina, are nominally
federations although local governments are weak. In what follows, a country is defined as a
federation when sub-federal units have “substantial” fiscal authority. Following this definition,
federations turn out to be rather rare: there are only eight of them in our sample of 71 countries.
Thereare no federal governments among ScL O and SoL O countries. Federationsarerelatively rare
in FLO countries (6.1%; Belgium and Chile) and ELO countries (17.4%; Australia, Canada, South
Africa, and the United States), but morelikely in GL O countries (33.3%; Germany and Switzerland).

Not surprisingly, English and American freedom capture different aspects of the data
English freedom varies with legal origin. Supreme Court judgesin ELO and ScLO countries are
most independent and powerful: they are appointed for life, their decisions are sources of law, and
they tend to have power to control administrative acts. In contrast, Supreme Court judgesin SoLO
countries are least independent and powerful: they have short appointments and lack lawmaking
power. Theindependence and power of judgesin FLO and GL O takesintermediate values between
these extremes. Unlike English freedom, American freedom is not consistently related to legal
origin. Therigidity of the constitution and the incidence of constitutional review do not vary much

acrosslegal origins(SoL O countriesaredifferent from other groupsasthey don’t have constitutional
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review). Federalism also yields adifferent ranking of legal origins than English freedom variables.
Federations are most likely in GLO countries and least likely in ScLO and SoL O countries.

The correlations among the various guarantees of freedom are presented in Table 2a. The
data show that the correlations among the institutions of English freedom are generally high and
statistically significant, whereasthose among thethreeinstitutionsof American freedomwemeasure
arelow andinsignificant (except that between judiciary review and therigidity of constitution). The
correlations between the institutions of English and American freedom are aso generally low and
insignificant, except that judiciary review is strongly correlated with tenure of supreme and
administrative courts. Even these correlations, however, are on the order of .33-.34. These data
confirm the evidence in Table 2 that our measures of English and American freedom do indeed
reflect different aspects of the data, and are not just raw measures of institutional goodness.
Furthermore, we have run regressions of our guarantees of freedom on the logarithm of per capita

income. The regressions show that these measures are not higher in richer countries.

3. Regression Results.

In this section we present regressions of the determinants of freedom. Following our earlier
work (LaPortaet al. 1999), weinclude both latitude and ethnolinguistic fractionalization as control s
in al regressions. We include latitude because temperate zones have more productive agriculture
and healthier climates, which might have enabled them to devel op better economiesand institutions

(Landes 1998, Acemoglu et al. 2001).2 We include ethnolinguistic fractionalization because both

8 Acemoglu et al. (2001) argue that settler mortality is a better variable for thinking about the influence of
geography oninstitutionsthan latitude, especially for colonies. We have only 27 colonies with dataon settler mortality
in our sample, and hence stick with the more conventional geographic control.
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theavailable evidence (e.g., Easterly and Levine 1997) and theory (e.g., Alesinaet al. 1999) suggest
that ruling groups in ethnically heterogeneous societies may fashion government policies that
expropriate (or kill) ethnic losers, restrict their freedom of opposition, and limit the production of
public goods. As a result, both economic and political freedom may suffer when ethnic
heterogeneity is high.

We present each regression with and without controlling for the logarithm of per-capita
income. The appropriateness of including per capita income control in these regressions is
guestionable. We have gone to great lengths to focus on the arguably exogenous independent
variables, derived from national constitutions. In contrast, per capita income is obviously
endogenous. The motivation for including per-capitaincome is that development itself improves
the performance of the institutions guaranteeing freedom. For example, courts may only be ableto
restrain governments when they are adequately funded and empl oy well-trained judges (and both of
those conditions are more likely to hold when per-capita income is high). The arguments for
excluding per capitaincome are also powerful. We have checked that our constitutional measures
of English and American freedom are not themselves higher inricher countries. Including per-capita
income may also cause estimation problemsif restraints on the government asreflected in English
or American freedoms themsel ves enhance output. For example, if independent judiciaries boost
per-capitaincome, which in turn benefits economic freedom, then controlling for per capitaincome
inappropriately reduces the overall estimated effect of independent judiciaries on freedom. We
present the results both ways, but remain quite skeptical that income belongs in the regressions.

Whileresultsvary among regressions, wegenerally find, not surprisingly, that both economic

and political freedom are higher in richer countries, and in countries further away from the equator.
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Perhaps more surprisingly, we do not find that ethnolinguistic fractionalization is associated with
lower levelsof freedom; in most regressions, the coefficient onthisvariableisinsignificant. Perhaps
most importantly for the discussion to follow, the effects of the constitutional variables that we are
interested do not disappear when we introduce controls in the regressions. As a consequence, our

discussion on the effects of the guarantees of freedom will generally ignore these controls.

English freedom.

We present the results regarding tenure of the Supreme and administrative courts,
administrative review, and caselaw (i.e., our English freedom proxies) in Tables 3 through 6. The
results on the effects of longer tenure for administrative and Supreme court judges are similar and
we discuss them jointly (Tables 3 and 4). Longer tenure for judgesin either court has a beneficial
effect on both economicand political freedom. Theestimated coefficientstypically imply that tenure
for judges hasalarge impact on freedom. For example, going from no-tenureto life-long tenurefor
Supreme Court judgesisassociated with an increase of 1.98 pointsin property rightsand 4.15 points
indemocracy. Thesearelarge numbersgiven that property rightsismeasured on a1-5 scaleand has
standard deviation of 1.31 while democracy is measured on a 0-10 scale and has a 4.18 standard
deviation. To make these estimates more concrete, note that Egypt, India, and Mexico have a
property-rights score of 3 (2 points away from a perfect score), and that Zambia has a democracy
score of 6 (4 points away from a perfect score).

Recall that our measure of the power of the administrative law judges takes the value of 1
if the Supreme Court has control over administrative cases and judges ruling over administrative

cases have life-long tenure, and 0 otherwise. The results for this measure are presented in Table 5.
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Administrative review by independent judges has strong benefits for both economic and political
freedom. Theseresultssuggest that administrativereview hasalarge effect on freedom when carried
out by judges with life-long tenure. The estimated coefficients imply that going from no-review
to review-cum-tenured-judges is associated with an increase of 0.96 pointsin property rights and
2.23 pointsin democracy.’

Table 6 shows that case law has a statistically significant positive effect on economic
freedom and democracy, but not on political and human rights. The estimated coefficients suggest
that giving judges law-making power is associated with an increase of 1.05 pointsin property rights
and 2.06 points in democracy.

In summary, proxies for judicia independence are associated with more economic and
political freedom, with and without per capitaincomecontrols. Theseresultssupport the hypothesis

that judicial independence fosters both economic and political freedom.

American freedom.

We present regressions using the rigidity of constitutions, constitutional review and
federalism as independent variables (i.e., our American freedom proxies) in Tables 7 through 9.
Consistent with the findings in Section 2, the results on the rigidity of the constitution are mostly
insignificant. The resultsfor judiciary review are more interesting. Recall that such review may
be carried out by the judiciary (asin the U.S.) or by a specia constitutional court outside of the

judicial system (asin many continental European countries). Table 8 showsthat judiciary review is

® To put these estimates in perspective recall that the standard deviation of property rights is 1.31 while that of
democracy is4.18. Italy, Spain, and Turkey are examplesof countriesthat have aproperty-rights score of 4 (i.e., 1 point
away from a perfect score). France, India, and Venezuela are examples of countries that have a democracy score of 8
(i.e, 2 points away from a perfect score).
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apowerful predictor of all measures of political freedom. Thereisweaker evidence that judiciary
review isassociated with more secure property rights, whereasthe coefficient onthejudiciary review
in the number of procedures regression is of the “wrong” sign. The effect on political freedom is
large. Moving from aregime of no judiciary review to full review raises the score by 4.09 for
democracy (std of 4.18), and 2.39 for political rights (std of 2.27), and 27.12 for human rights (std
of 24.77) in the regressions that do not include per-capitaincome.’® **

Table 9 presents the results on federalism. Federations appear not to have better measures
of economic freedom, but they generally do have higher scores on political freedom. Inthisrespect,
the general pattern of resultsis similar to those for judiciary review.

In summary, the resultsin Tables 7-9 support the hypothesis that the institutions of checks

and balances are associated with political, but not economic, freedom.

A Horse Race

We next investigate whether the institutions of English and American freedom have
differential effects on the political and economic outcomes by including in each regression one
measure of each type of freedom. Judiciary review isour preferred measure of American freedom,
and the power of administrative judge of English freedom. (Other measures yield similar results.)

Theresultsin Table 10 confirm our previous findings. They show that, in ahorse race, the

19 To make the effect of judiciary review on democracy, political rights, and human rights concrete note that
Nicaragua, Thailand, and Zambiahave democracy scoresof 6 (i.e., 4 pointsaway fromaperfect score); Nepal, Pakistan,
and Zambia have political-rights scores of 5 (i.e., 2 points away from a perfect score); and Nicaragua and Venezuela
have human rights scores of 75 (i.e., 24 points away from the highest score in the sample).

™ We also examined therole of tenureinjudiciary review (defined the same way asthe other tenure variables) and

found that tenure for the judge ruling over constitutional matters is associated with more property rights and less
burdensome regulation of entry (with and without per-capitaincome). We do not report these resuilts.
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power of the administrative judge predicts economic, but less clearly political, freedom. Judiciary
review predicts political, but not economic, freedom.

Theinterpretation of thisevidenceisintuitively plausible. Economicfreedomingeneral, and
the security of property rights from government abuse and regulation in particular, are likely to
depend ontheability of courtsto resolvecommercial disputeswithout government intervention, and
on the accountability of government officials in such disputes to ordinary courts. These are, of
course, precisaly the institutions of judicial independence we use to measure English freedom.
Political freedom depends additionally on limiting coercion by the government, accomplished to a
large extent through checks and balances. The institutions of American freedom in general, and

judiciary review in particular, aim precisely to check such coercion.

4. Legal Origins.

As mentioned in the introduction, recent research shows that the origin of a country’s
commercia lawsis astrong predictor of many economic and social outcomes. Some studies have
attributed thiseffect tothegreater political centralization of socialist and civil law countriesthan that
of common law countries; others focused on the attributes of the legal systems themselves.

In Table 11, we present the results of regressions similar to those reported in La Portaet al.
(1999), but using this paper’s five measures of freedom as dependent variables. The omitted
“dummy” in the regression is French legal origin. Table 11 documentstwo facts. First, compared
to Frenchlegal origin (FLO) countries, SoL o countries|ag in both the security of property rightsand
all measures of political freedom. Thisfinding isunsurprising, and we do not develop it. Second,

compared to FLO countries, ELO countriesregulate entry less heavily (seealso Djankov et al. 2002)
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and have higher property rights scores (seeaso LaPortaet al. 1999). In contrast, the positive effect
of the ELO on political rightsis not statistically significant.

Theresultsin Table 11 raisethe question of whether theinstitutions of judicial independence
that we have associated with English freedom are the source of the beneficial effect of Englishlegal
origin on economic freedom. We examine this question empirically in Table 12, where we use as
independent variables both legal origins and the institutions of English freedom. In Panel A, the
dependent variable is the property rights index; in Panel B, it is the number of procedures. The
resultsin both panels show that the addition of our measures of judicial independence reduces the
magnitude of the coefficient on English legal origin roughly in half, but does not eliminate its
statistical significance. In the two panels, 5 out of 8 coefficients on our measures of judicial
independence are statistically significant at a 10% or better level.

What can we make of these results? We have shown in Section 3 that our measures of
judicial independence are strong predictors of economic freedom. Table 12 suggests that judicial
independenceis part of the reason why common law is associated with greater economic freedom,
but not the whole story. The possibility that some other aspect of the legal system is crucial, such
asthe ability of judgesto use “smell tests’rather than bright line rules (Coffee 2000, Johnson et al.
2000), remains open. So does the possibility that broader political factors correlated with common

law are responsible for greater economic freedom (Glaeser and Shleifer 2002, LaPortaet al. 1999).

5. Robustness.
Oneissue in our analysis is whether constitutional rules are exogenous. After al, some

countries occasionally change their constitutions in response to political circumstances that may
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themsel vesbe captured by our measures of freedom. To addressthisproblem, werepeat theanalysis
using asample of 44 countriesthat have not changed their constitutionssince 1980. All of our basic
results survive, except the influence of the Supreme Court tenure variable becomes weaker. These
resultsindicate that our findings are driven by pre-determined constitutional variables, and dleviate
the concern that constitutions accommodate rapidly changing political circumstances.

A closely related objectionisthat both thelevel s of freedom and constitutional rulesarethen
determined by some omitted permanent factors, giving rise to spurious correlations. We note that
wecontrol for geography, ethno-linguistic fractionalization, and per capitaincomein our regressions,
which should at least partially deal with this problem. Another way to possibly address it is by
focusing on former colonies, many of which have borrowed significant parts of their constitutional
and other rules from their former colonizers (see La Portaet al. 1998, Djankov et al. 2001). For
these colonies, it may be more convincing to treat constitutiona rules as exogenous. We repeat our
analysisfor the 43 countries in the sample that are former colonies. All of our results survive and
if anything become stronger. This evidence mitigates the concern that the results are driven by
omitted factors shaping both the freedoms and their constitutional guarantees. Needless to say,
however, this concern cannot be removed entirely within our empirical framework.

Finally, we have presented the resultsin this paper using individual measures of English and
American freedom — largely to understand which constitutional guarantees appear to matter. One
can aternatively make composite indices of English and American freedom respectively, by
averaging for each country its scores on each dimension of freedom. We have done that, and
repeated the analysis for the resulting indices of English and American freedom. Not surprisingly,

the results work as well or better for the indices as they do for the components.
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6. Conclusion.

In this paper, we consider two conceptually distinct ideas of how the will of the sovereign
—even ademocratically elected sovereign — must be restrained to guarantee economic and political
freedom of the subjects. The English idea of freedom holds the separation of powers between the
creators and the administrators of laws, implemented through the independent judiciary, to be the
crucia source of such guarantees. The American idea of freedom sees checks and balances, and in
particular constraints on the lawmakers by the judiciary, as a key source of such guarantees. By
examining the constitutions of 71 countries, we attempt to measure the institutional arrangements
that capture the English and the American ideas of freedom in different countries, and to assess the
consequences of these arrangements for economic and political freedom.

The data show that the institutions of English freedom are associated with both greater
economic and political freedom, whereas those of American freedom are important primarily for
political freedom. These results are consistent with the intuition that dispute resolution by
independent judges are key for economic law and order, whereas political freedom is achieved
additionally through a system of checks on governmental power.

Wethen go onto addressthe puzzle of astrong predictive power of common law legal origin
for economic freedom. Wefind that our measures of judicial independence reduce the common law
effect in half, but do not wipeit out. We take this evidence to suggest that judicial independenceis
a potentially important source of economic freedom, which might explain at least part of the

persistent finding of greater such freedom in the common law countries.
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Table 1: Description of the variables

This table describes the variables collected for the 71 countries included in our study. The information
that is provided is the name of the variable, the range of values, and the sources from which the variable
was collected. For convenience some variables are assigned a label, which appears in parentheses next to
the name of the variable.

1. Dependent variables:

Property rights index:
A rating of property rights in each country in 1997 (on a scale from 1 to 5). The more protection private
property receives, the higher the score. The scoreis based, broadly, on the degree of legal protection of private
property, the extent to which the government protects and enforces laws that protect private property, the
probability that the government will expropriate private property, and the country's legal protection of private
property. Source: Holmes et al. (1997).

Number of procedures:
This variable measures the number of different steps that a start-up has to comply with in order to obtain a
legal status, i.e. to start operating as a legal entity. The number of procedures ranges in the sample from 2 to
19. Source: Djankov et al. (2000).

Democracy index:
Democracy score for the year 1994, except for Liberia where the latest available year (1989) was used. Ranges
from O to 10, with lower values indicating aless democratic environment. Source: Gurr and Jaggers (1996).

Political rightsindex:
Index of political rightsin 1996 (on a scale from 1 to 7). Higher ratings indicate countries that come closer to
the ideals suggested by the checklist questions of: (1) free and fair elections; (2) those elected rule; (3) there
are competitive parties or other competitive political groupings; (4) the opposition has an important role and
power; and (5) the entities have self-determination or an extremely high degree of autonomy. Source:
Freedom House (1996b).

Human rights index:
A measure of 37 criteria based on the rights enumerated in the three major UN treaties. 1948 Universal
Declaration of Human Rights, 1996 International Covenant on Civil and Political Rights, International
Covenant on Economics, Social, and Cultural Rights. Ranges from 17 to 99 in the sample, with higher scores
indicating better human rights. Source: Humana (1992).

2. Independent Variables:

Legal origin (LO):
Identifies the legal origin of the Company Law or Commercial Code of each country. There are five possible
origins: (1) English Common Law; (2) French Commercia Code; (3) German Commercial Code; (4)
Scandinavian Commercial Code; and (5) Socialist/Communist laws. Source: La Porta et al. (1998), extended
using Reynolds and Flores (1989); and Central Intelligence Agency (1996).

Tenure of Supreme Court judges (SC tenure):
This variable measures the tenure of Supreme Court judges (highest court in any country). The variable takes
three possible values: 2 - if tenureislifelong, 1 - if tenure is more than six year but not lifelong, O - if tenureis
less than six year. Source: collected mainly from the constitutions of countries as well as secondary sources.

Tenure of administrative court judges (AC tenure):
This variable measures the tenure of the highest ranked judges ruling administrative cases. The variable takes
three possible values: 2 - if tenureislifelong, 1 - if tenure is more than six year but not lifelong, O - if tenureis
less than six year. Source: collected mainly from the constitutions of countries as well as secondary sources.



Supreme Court control over administrative cases (SC control AC):
This variable measures whether the Supreme Court in a country has control over administrative issues. The
variable takes two possible values: 1 - if the administrative court is the Supreme Court or if cases judged by
administrative courts can be appealed to the Supreme Court, O - if an administrative court exists but the
Supreme Court has no power over it, or if there is no court that rules over the acts of the administration.
Source: collected mainly from the constitutions of countries as well as secondary sources.

Power of administrative law judges over executive (Power of admin. judge):
This variable combines the Tenure of administrative court judges variable with a variable measuring Supreme
Court control over administrative cases. The variable is a dummy taking value 1 if administrative law judges
have lifelong tenure and if either the administrative court is the Supreme Court or if cases judged by
administrative courts can be appealed to the Supreme Court, 0 otherwise. Source: collected mainly from the
constitutions of countries as well as secondary sources, and Maddex (1995).

Case law:
This variable is a dummy taking value 1 if judicial decisions in a given country are a source of law, O
otherwise. Source: Rene (1973).

Rigidity of Constitution:
This variable measures (on a scale from 1 to 4) how hard it is to change the constitution in a given country.
One point each is given if the approval of the majority of the legislature, the chief of state and a referendum is
necessary in order to change the congtitution. An additional point is given for each of the following: if a
supermajority in the legislature (more than 66% of votes) is needed, if both houses of the legislature have to
approve, if the legislature has to approve the amendment in two consecutive legidative terms or if the approval
of amajority of state legidlature is required. Source: Maddex (1995).

Judiciary review:
This variable measures the extent to which judges (either Supreme Court or constitutional court) have the
power to review the constitutionality of laws in a given country. The variable takes two values: 2- if there is
full review of constitutionality of laws, 1 - if there is limited review of congtitutionality of, O - if there is no
review of constitutionality of laws. Source: Maddex (1995).

Federalism:
This variable is a dummy for federalism. The variable takes value 1 if sub-federa units in a state have
substantive fiscal authority, O otherwise. Source: Henisz (1998).

Ethnolinguistic fractionalization:

Average value of five different indices of ethnolinguistic fractionalization. Its value ranges from 0 to 1. The
five component indices are: (1) index of ethnolinguistic fractionalization in 1960, which measures the
probability that two randomly selected people from a given country will not belong to the same ethnolinguistic
group (the index is based on the number and size of population groups as distinguished by their ethnic and
linguistic status); (2) and (3) probability of two randomly selected individuals speaking different languages; (4)
percent of the population not speaking the official language; and (5) percent of the population not speaking the
most widely used language. Sources: Easterly and Levine (1997); the sources of the components of the
average index are: (1) Bruk (1964); (2) Muller (1964); (3) Roberts (1962); (4) Gunnemark (1991); (5)
Gunnemark (1991).

Latitude:
The absolute value of the latitude of the country, scaled to take values between 0 and 1. Source: Central
Intelligence Agency (1996).

Ln GDP per capita:
Logarithm of gross domestic product per capitain US dollars for 1998. Ranges from 4.5 to 10.5 in the sample.
Source: United Nations (2000).



Table 2: Independent variables by country and Legal origin

This table classifies countries by Legal origin and shows the value of each independent variable for each country. Panel A shows the
values for English Legal origin countries; Panel B shows the values for French Legal origin countries; Panel C shows the values for
German, Scandinavian, and Socialist Legal origin countries; and Panel D shows the tests (t-statistics) of differences in means for the
different legal origins. Variables are further defined in Table 1.

Panel A: Data for countries of English Legal origin
ENGLISH FREEDOM AMERICAN FREEDOM
Country SCtenure  ACtenure SC control AC Power of Case law Rigidity of  Judiciary = Federalism
admin. judge Constitution review
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Panel B: Data for countries of French Legal origin
ENGLISH FREEDOM AMERICAN FREEDOM
Country SCtenure  ACtenure SC control AC Power of Case law Rigidity of  Judiciary = Federalism
admin. judge Constitution review
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Algeria
Argentina
Belgium
Brazil

Chile
Colombia
Ecuador
Egypt, Arab Republic
Ethiopia
France
Greece

Haiti
Honduras
Indonesia
Iran, Islamic
Iraq

Italy

Jordan
Kuwait
Lebanon
Libya
Mexico
Mozambique
Netherlands
Nicaragua
Panama
Peru
Philippines
Portugal
Spain

Syrian Arab Republic
Turkey
Venezuela
French LO average
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Panel C: Data for countries of German, Scandinavian, and Socialist Legal origin

ENGLISH FREEDOM AMERICAN FREEDOM
Country SCtenure  ACtenure SC control AC Power of Case law Rigidity of  Judiciary = Federalism
admin. judge Constitution review

Austria 2 2 0 0 0 2 2 0
Germany 2 2 0 0 1 3 2 1
Japan 1 1 1 0 1 4 2 0
South Korea 1 1 1 0 1 3 2 0
Switzerland 1 | | 0 1 2 0 1
Taiwan 2 2 1 1 1 2 2 0
German LO average 1.50 1.50 0.67 0.17 0.83 2.67 1.67 0.33
Denmark 2 2 1 1 1 3 2 0
Finland 2 2 1 1 1 2 0 0
Iceland 2 2 1 1 1 4 2 0
Norway 2 2 | 1 1 3 2 0
Sweden 2 2 0 0 1 2 1 0
Scandinavian LO average 2.00 2.00 0.80 0.80 1.00 2.80 1.40 0.00
China 0 0 1 0 0 2 0 0
Cuba 0 0 1 0 0 2 0 0
North Korea 0 0 . 0 . 2 0 0
Vietnam 0 0 0 0 0 2 0 0
Socialist LO average 0.00 0.00 0.67 0.00 0.00 2.00 0.00 0.00




Panel D: Tests (t-statistics) of differences in means

ENGLISH FREEDOM AMERICAN FREEDOM
Comparison Groups SCtenure  ACtenure SC control AC Power of Case law Rigidity of  Judiciary = Federalism
admin. judge Constitution review

English vs. French LO 27181 @ 3.3602 @ 2.6659 © 4.3686 2 6.5996 @ -0.3918 0.5855 1.3464
English vs. German LO 4.6275 @ 4.6275 @ 1.5712 5.1878 @ 1.0437 -0.6266 -0.7612 -0.8391
English vs. Scandinavian LO . . 0.7209 0.7209 -0.4594 -0.8571 -0.0220 0.9887
English vs. Socialist LO . . 1.2454 6.2361 @ 7.8053 @ 0.7793 3.4977 = 0.8830
French vs. German LO 0.4353 -0.1823 -0.2737 1.1049 -2.7554 @ -0.5132 -1.2110 -2.0856 ©
French vs. Scandinavian LO -1.2556 -1.5523 -0.8231 -1.6597 -3.4766 @ -0.8208 -0.3581 0.5528
French vs. Socialist LO 4.8627 @ 3.5453 @ -0.2005 1.6077 1.0521 1.2042 3.4964 = 0.4941
German vs. Scandinavian LO -2.0226 ¢ -2.0226 ¢ -0.4523 -2.4552® -0.9045 -0.2667 0.5169 1.4302
German vs. Socialist LO 5.3666 » 5.3666 » 0.0000 0.8000 3.4157® 1.6000 4.0000 2 1.2649
Scandinavian vs. Socialist LO . . 0.3693 3.5277 = . 1.8856 3.0867 v

Note: * Significant at 1%; ° Significant at 5%; © Significant at 10%



Table 2a: Correlations of English and American freedom

Correlations of English and American freedom variables for the sample of 71 countries around the world. Variables are further defined

ENGLISH FREEDOM AMERICAN FREEDOM
SCtenure  ACtenure SC control AC Power of Case law Rigidity of  Judiciary = Federalism
admin. judge Constitution review
SC tenure 1.0000
AC tenure 0.8325 @ 1.0000
SC control AC 0.0114 0.2097 © 1.0000
Power of admin. judge 0.5683 2 0.6393 2 0.7029 @ 1.0000
Case law 0.3554*° 0.3778 * 0.4156 * 0.5255° 1.0000
Rigidity of Constitution 0.0313 0.0975 0.1513 0.0718 -0.0786 1.0000
Judiciary review 0.3356 ° 0.3447 @ 0.0699 0.1952 0.1887 0.2920 ° 1.0000
Federalism 0.1128 0.1430 0.1183 0.1395 0.1149 0.0683 0.0984 1.0000

Note: * Significant at 1%; ” Significant at 5%; ¢ Significant at 10%



Table 3: Freedom and Tenure of Supreme Court judges

I Ne tapie presents tne results or UL S regressions. 1N Fanel A, tne aepenaent varlianlies are two proxies
for economic freedom: (1) Property rights index; and (2) Number of procedures. In Panel B, the
dependent variables are three proxies for political freedom: (1) Democracy index; (2) Political rights
index; and (3) Human rights index. In both panels, the independent variables are: (1) Tenure of
Supreme Court judges; (2) Ethnolinguistic fractionalization; (3) Latitude; and (4) Ln GDP per capita.
Variables are further defined in Table 1. Robust standard errors are shown below the coefficients in
parentheses.

Panel A: Resultsfor economic freedom

Dependent Variables SCtenure  Ethnolinguistic Latitude Ln GDP I ntercept Adj. R
fractionalization per capita [N]

Property rights index 0.9912 -0.8383 2.0276 2 1.5090 0.4422
(0.2239) (0.5389) (0.7180) (0.4002) 67

0.6616 0.3954 -0.2016 0.5312 2 -1.8697 2 0.6655
(0.1986) (0.4765) (0.4798) (0.0620) (0.4889) 67

Number of procedures ~ -1.9430 b -2.8278 -10.1709 a 16.5348 2 0.2901
(0.7992) (2.2747) (2.6659) (1.5942) 54

-1.0022 -7.0781 2 -5.3473 ¢ -14518a 2672692  0.4114
(0.8823) (1.7924) (2.9598) (0.4514) (3.3477) 54

Panel B: Resultsfor political freedom

Dependent Variables SCtenure  Ethnolinguistic Latitude Ln GDP Intercept Adj. R?
_ fractionalization per capita _ [N]

Democracy index 2.0749 2 -3.6265 © 7.0857 2 1.2687 0.33%4
(0.7304) (2.1681) (2.5111) (1.4366) 70

15714 b -1.7547 3.9585 0.7702 ¢ -3.6599 0.3832
(0.7664) (2.3863) (3.1334) (0.4050) (2.8107) 70

Political rightsindex 1.2209 2 -1.0687 4.8699 2 1.3587¢  0.3937
(0.4047) (1.0804) (1.1865) (0.7389) 69

0.8317® 0.4029 2.3191 0.6171a -25795¢  0.4890
(0.4036) (1.1484) (1.4812) (0.1940) (1.3200) 69

Human rights index 14.1100 2 -19.7762 © 44.9745 a 3421962  0.3902
(5.0876) (11.1764) (14.2311) (8.6970) 64

9.3509 © -2.0528 16.8000 731302  -13.5567 0.5006
(4.8041) (11.9309) (15.2647) (1.9098) (14.6281) 64

Note: ® Significant at 1%:; ® Significant at 5%; © Significant at 10%



Table 4: Freedom and Tenure of administrative court judges

I Ne tapie presents tne results or UL S regressions. 1n Fanel A, tne aepenaent varianlies are Iwo proxies
for economic freedom: (1) Property rights index; and (2) Number of procedures. In Panel B, the
dependent variables are three proxies for political freedom: (1) Democracy index; (2) Political rights
index; and (3) Human rights index. In both panels, the independent variables are: (1) Tenure of
administrative court judges; (2) Ethnolinguistic fractionalization; (3) Latitude; and (4) Ln GDP per
capita. Variables are further defined in Table 1. Robust standard errors are shown below the
coefficients in parentheses.

Panel A: Resultsfor economic freedom

Dependent Variables ACtenure  Ethnolinguistic Latitude Ln GDP Intercept  Adj. R
fractionalization per capita [N]

Property rights index 0.9192 2 -0.7492 2.3569 157812 04731
(0.2034) (0.5178) (0.6771) (0.3900) 67

0.7016 2 0.3803 -0.1108 0.5405 2 -1.97462  0.7155
(0.1752) (0.4654) (0.4614) (0.0591) (0.4904) 67

Number of procedures -2.3610 -2.1598 -10.1651 16.91352  0.3453
(0.7478) (2.3092) (2.5530) (1.5156) 54

-1.8361 ¢ -5.9900 -5.2164 ¢ -1.37402  27.07312  0.4585
(0.9323) (1.8825) (2.9964) (0.4475) (3.4089) 54

Panel B: Resultsfor political freedom

Dependent Variables AC tenure Ethnolinguistic Latitude Ln GDP Intercept  Ad;. R?
fractionalizaii on _ per capita _ [N]

Democracy index 1.7865 2 -3.3077 7.8816 2 1.5609 0.3375
(0.6709) (2.0892) (2.3816) (1.4238) 70

14293 b -1.4966 4.2463 0.8228 v -3.8911 0.3900
(0.6570) (2.2680) (3.1295) (0.3933) (2.8097) 70

Poalitical rightsindex 0.9287 b -0.7575 5.4418 2 16568  0.3683
(0.3942) (1.0382) (1.1562) (0.7381) 69

0.6561 ¢ 0.6664 2.4800 0.6603 2 -2.7041>  0.4829
(0.3607) (2.0975) (1.4934) (0.1926) (1.3474) 69

Human rights index 11.5435¢® -17.0519 51.1354 a 36.8237 2 0.3750
(4.8332) (10.7864) (13.5910) (8.4768) 64

8.1801 ¢ -0.0846 18.7246 7.6951a -15.1398 0.5039
(4.4160) (11.7793) (15.0699) (1.9542) (15.0740) 64

Note: ® Significant at 1%:; ® Significant at 5%; © Significant at 10%



Table 5: Freedom and Power of administrative law judges over executive

The table presents the results of OLSregressions. In Panel A, the dependent variables are two proxies for
economic freedom: (1) Property rights index; and (2) Number of procedures. In Panel B, the dependent
variables are three proxies for political freedom: (1) Democracy index; (2) Political rights index; and (3)
Human rights index. In both panels, the independent variables are: (1) Power of administrative law
judges over executive; (2) Ethnolinguistic fractionalization; (3) Latitude; and (4) Ln GDP per capita.
Variables are further defined in Table 1. Robust standard errors are shown below the coefficients in

parentheses.
Panel A: Resultsfor economic freedom
Dependent Variables Power of Ethnolinguistic Latitude Ln GDP Intercept  Adj. R?
admin. judge  fractionalization per capita [N]
Property rightsindex 0.9565 -0.7498 2.6548 2 2.4067 = 0.3302
(0.3228) (0.6193) (0.7325) (0.4075) 67
0.6693 © 0.5267 -0.1039 0.5924 a -1.6991 2 0.6285
(0.2550) (0.5525) (0.5489) (0.0661) (0.5478) 67
Number of procedures -4.2658 2 -0.7862 -10.4104 a 1521252 0.4528
(1.1900) (2.2970) (2.6101) (1.3886) 54
-3.5463 2 -4.2637 ® -6.0772 ® -1.1814 2 2430032 0.5343
(1.0338) (1.8711) (2.6766) (0.3369) (2.7103) 54
Panel B: Resultsfor political freedom
Dependent Variables Power of Ethnolinguistic Latitude Ln GDP Intercept  Adj. R?
admin. judge  fractionalization per capita [N]
Democracy index 22319 -3.6649 ¢© 8.2633 2 3.1259b 0.3057
(1.0003) (2.1636) (2.3937) (1.3656) 70
1.7310 ¢ -1.5971 4.2195 0.8980 b -3.1639 0.3696
(1.0032) (2.3499) (3.2613) (0.4114) (3.0611) 70
Political rightsindex 1.3343° -1.1140 5.5472 2 2.4532 2 0.3550
(0.5265) (1.0952) (2.1572) (0.6465) 69
0.9879 b 0.4110 2.4195 0.6834 2 -2.3096 0.4806
(0.4890) (1.1309) (1.5869) (0.1951) (1.4089) 69
Human rights index 17.2851 2 -21.4115°® 53.0525 2 45.9589 2 0.3624
(5.8543) (10.3634) (13.4686) (7.3984) 64
13.5099 b -3.6114 17.7614 8.08992  -11.7258 0.5107
(5.1725) (10.7122) (16.1917) (2.0952) (16.2995) 64

Note: ? Significant at 1%; ® Significant at 5%; ¢ Significant at 10%



Table 6: Freedom and Case law

The table presents the results of OLSregressions. In Panel A, the dependent variables are two proxies for
economic freedom: (1) Property rights index; and (2) Number of procedures. In Panel B, the dependent
variables are three proxies for political freedom: (1) Democracy index; (2) Political rights index; and (3)
Human rights index. In both panels, the independent variables are: (1) Case law; (2) Ethnolinguistic
fractionalization; (3) Latitude; and (4) Ln GDP per capita. Variables are further defined in Table 1.
Robust standard errors are shown below the coefficients in parentheses.

Panel A: Resultsfor economic freedom

Dependent Variables Case law Ethnolinguistic Latitude Ln GDP Intercept  Adj. R°
fractionalization per capita [N]

Property rights index 1.0492 a -0.7499 2.4296 2 243742  0.4040
(0.3066) (0.5497) (0.7665) (0.3919) 66

0.7879 2 0.4371 -0.0520 0.5394 2 -1.3338°  0.6394
(0.2435) (0.4998) (0.4839) (0.0643) (0.5609) 66

Number of procedures -3.7405 2 -1.1487 -0.2081 2 14.6612 2  0.4015
(2.2713) (2.4984) (2.8016) (1.4071) 54

-2.9035 -4.8299 b -5.0741 ¢ -1.2193 2 24.1038 2 0.4867
(1.1463) (2.1769) (2.8098) (0.3776) (3.0569) 54

Panel B: Resultsfor palitical freedom

Dependent Variables Caselaw Ethnolinguistic Latitude Ln GDP Intercept  Adj. R?
fractionalization per capita [N]

Democracy index 2.0583°b -34213 ¢ 8.0665 32578  0.3295
(0.9516) (1.9954) (2.4761) (1.4352) 69

1.6634 ¢ -1.7378 4.8436 0.7243 ¢ -1.8562 0.3678
(0.9505) (2.1191) (3.3379) (0.3999) (2.9605) 69

Poalitical rightsindex 0.8722 -0.6915 5.6782 2 258362 0.3493
(0.5269) (2.0372) (1.2111) (0.6671) 68

0.5562 0.7395 2.8227 ¢ 0.6307 2 -1.8486 0.4486
(0.5049) (1.1096) (1.6162) (0.1952) (1.4466) 68

Human rights index 10.3310 -16.3091 55.2031 48.0300 2  0.3441
(6.3883) (10.8021) (13.9512) (7.4357) 63

7.7503 -0.0081 22.5495 7.4064 2 -5.3860 0.4622
(5.8601) (11.3493) (16.0923) (1.9928) (16.0239) 63

Note: ? Significant at 1%; ° Significant at 5%; © Significant at 10%



Table 7: Freedom and Rigidity of Constitution

The table presents the results of OLS regressions. In Panel A, the dependent variables are two proxies
for economic freedom: (1) Property rights index; and (2) Number of procedures. In Panel B, the
dependent variables are three proxies for political freedom: (1) Democracy index; (2) Political rights
index; and (3) Human rights index. In both panels, the independent variables are: (1) Rigidity of
Consgtitution; (2) Ethnolinguistic fractionalization; (3) Latitude; and (4) Ln GDP per capita. Variables
are further defined in Table 1. Robust standard errors are shown below the coefficients in parentheses.

Panel A: Resultsfor economic freedom

Dependent Variables Rigidity of Ethnolinguistic Latitude Ln GDP Intercept  Adj. R?
Congtitution ~ fractionalization per capita [N]

Property rights index 0.2667 0.2830 313352 179742 0.2461
(0.2050) (0.5532) (0.7858) (0.5983) 68

0.3925 b 1.3939 2 -0.2075 0.6585 -3.0799 2 0.5994
(0.1722) (0.4835) (0.5482) (0.0634) (0.7015) 68

Number of procedures 0.3244 -4.2612¢  -11.9934 a 13.2645 2 0.2485
(0.5270) (2.2152) (2.7238) (1.9085) 54

0.0945 -8.1052 a -5.7932 ¢ -1.5684 a 26.1232 2 0.4006
(0.5389) (1.7602) (3.0951) (0.4489) (3.9837) 54

Panel B: Resultsfor political freedom

Dependent Variables Rigidity of Ethnolinguistic Latitude Ln GDP Intercept  Adj. R
Constitution _ fractionalization _ per capita _ [N]

Democracy index 0.3886 -1.2997 937152 23245  0.2496
(0.5429) (1.9014) (2.3477) (1.8640) 71

0.5913 0.5640 4.2123 1.0555 b -5.6172  0.3378
(0.5422) (2.0370) (3.2748) (0.4083) (3.5263) 71

Political rightsindex 0.2227 0.3084 6.2387 2 19762 0.2884
(0.3063) (0.9669) (1.1487) (0.9870) 70

0.3593 1.6425 2.4656 0.7651 a -3.7230» 0.4435
(0.2898) (1.0197) (1.5465) (0.2018) (1.8060) 70

Human rights index 5.6146 -4.4592 58.5946 2 3495432 0.2871
(3.5466) (9.6413) (13.6988) (11.0848) 65

6.3220 © 11.7232 17.1477 9.03772  -31.9017  0.4693
(3.2781) (10.3075) (16.0457) (2.1205) (19.3675) 65

Note: ® Significant at 1%:; ® Significant at 5%; © Significant at 10%



Table 8: Freedom and Judiciary review

The table presents the results of OLSregressions. In Panel A, the dependent variables are two proxies
for economic freedom: (1) Property rights index; and (2) Number of procedures. In Panel B, the
dependent variables are three proxies for political freedom: (1) Democracy index; (2) Political rights
index; and (3) Human rights index. In both panels, the independent variables are: (1) Judiciary
review; (2) Ethnolinguistic fractionalization; (3) Latitude; and (4) Ln GDP per capita. Variables are
further defined in Table 1. Robust standard errors are shown below the coefficients in parentheses.

Panel A: Resultsfor economic freedom

Dependent Variables Judiciary Ethnolinguistic Latitude Ln GDP Intercept  Adj. R
review fractionalization per capita [N]
Property rights index 0.5241 » 0.2472 3.6745 2 162862 0.3161
(0.2017) (0.5342) (0.7121) (0.5459) 68
0.3638 © 1.2472 2 0.7374 057712 -2.1791 2 0.5832
(0.1691) (0.4640) (0.6423) (0.0659) (0.5431) 68
Number of procedures 0.4902 -4.0728 ¢ -11.1291 13.0340 2 0.2523
(0.6614) (2.2392) (3.0134) (2.1075) 54
0.9534 ¢ -8.0479 a -3.9117 -1.7026 2 25,5083 2 0.4271
(0.5445) (1.7344) (3.0765) (0.4413) (3.2520) 54
Panel B: Resultsfor palitical freedom
Dependent Variables Judiciary Ethnolinguistic Latitude Ln GDP Intercept  Ad;. R?
review fractionalization per capita [N]
Democracy index 2.0429 2 -1.5073 11.1444 2 0.1528  0.3885
(0.5066) (1.6553) (2.0515) (1.3075) 71
18112 2 -0.1149 7.3493 b 0.7624 » -4.9167 ¢ 0.4335
(0.4967) (1.8625) (3.0087) (0.3800) (2.6711) 71
Political rightsindex 1.1947 2 0.1726 7.2414 2 0.7228  0.4499
(0.2812) (0.8152) (0.9645) (0.6544) 70
1.0243 2 1.2658 4.2015 2 0.6068 2 -3.30712 0.5457
(0.2543) (0.8787) (1.3765) (0.1768) (1.2519) 70
Human rights index 13.5585 2 -4.6834 75.1405 a 26.0351 2 0.4413
(3.3518) (8.5670) (11.7588) (8.0147) 65
11.6614 2 8.8060 39.6463 2 743262  -247509  0.5612
(2.9294) (9.6021) (13.6556) (1.7810) (14.9406) 65

Note: ® Significant at 1%:; ® Significant at 5%; © Significant at 10%



Table 9: Freedom and Federalism

The table presents the results of OLS regressions. In Panel A, the dependent variables are two proxies
for economic freedom: (1) Property rights index; and (2) Number of procedures. In Panel B, the
dependent variables are three proxies for political freedom: (1) Democracy index; (2) Political rights
index; and (3) Human rights index. In both panels, the independent variables are: (1) Federalism; (2)
Ethnolinguistic fractionalization; (3) Latitude; and (4) Ln GDP per capita. Variables are further
defined in Table 1. Robust standard errors are shown below the coefficientsin parentheses.

Panel A: Resultsfor economic freedom

Dependent Variables Federalism  Ethnolinguistic Latitude Ln GDP Intercept  Ad. R?
_ fractionalization per capita _ [N]

Property rights index 0.7038 © 0.1651 3.0184 243872 0.2453
(0.2773) (0.5589) (0.7447) (0.4254) 68
-0.0955 1.3952 2 0.3002 0.6296 -2.0367 2  0.5374
(0.2538) (0.4808) (0.5734) (0.0760) (0.6271) 68

Number of procedures -1.9128 -3.9022¢  -10.8181 2 13.8550 2 0.2706
(1.3908) (2.2623) (2.9538) (1.5069) 54
-0.2701 -7.9958 2 -5.6939 ¢ -1.5437 2 26.1231 2 0.4008
(1.3988) (1.7541) (2.9635) (0.4444) (3.4596) 54

Panel B: Resultsfor political freedom

Dependent Variables Federalism  Ethnolinguistic Latitude Ln GDP Intercept ~ Adj. R®
fractionalization per capita [N]

Democracy index 3.3031 2 -1.8794 8.0669 2 3.4860 2 0.3028
(0.6738) (1.7929) (2.2415) (1.2885) 71

2.2927 -0.2460 4.7161 0.8062 © -2.3304  0.3496
(0.7706) (2.0606) (3.0669) (0.4247) (3.2909) 71

Political rightsindex 1.8499 2 -0.0148 55135 a 2.63632 0.3453
(0.3768) (0.8618) (1.0829) (0.6060) 70

1.0319 b 1.2714 28139 ¢ 0.6419 2 -1.9636  0.4438
(0.4036) (0.9914) (1.4497) (0.2082) (1.5781) 70

Human rights index 15.3198 a -6.9911 54.4341 2 48.5642 @ 0.2918
(5.0333) (9.5040) (13.8130) (7.1904) 65

4.9910 10.1303 21.9468 833752  -12.7184  0.4296
(5.0078) (10.5413) (15.7721) (2.2997) (18.3752) 65

Note: 2 Significant at 1%; ° Significant at 5%; © Significant at 10%



Table 10: Freedom, Judiciary review, and Power of administrative law judges over executive

The table presents the results of OLS regressions. In Panel A, the dependent variables are two proxies
for economic freedom: (1) Property rights index; and (2) Number of procedures. In Panel B, the
dependent variables are three proxies for political freedom: (1) Democracy index; (2) Political rights
index; and (3) Human rights index. In both panels, the independent variables are: (1) Judiciary review;
(2) Power of administrative law judges over executive; (3) Ethnolinguistic fractionalization; (4)
Latitude; and (5) Ln GDP per capita. Variables are further defined in Table 1. Robust standard errors
are shown below the coefficients in parentheses.

Panel A: Resultsfor economic freedom
Dependent Variables  Judiciary Power of Ethnolinguistic Latitude LnGDP Intercept Adj. R?

review admin. judge  fractionalization per capita [N]
Property rightsindex ~ 0.3854 © 0.8373 2 -0.6512 2.9898 2 1.8450 2 0.3832
(0.1786) (0.3012) (0.6426)  (0.7438) (0.5318) 67
0.2347 0.6094 b 0.5301 0.2224 056612 -1.8591a 0.6475
(0.1430) (0.2366) (0.5560) (0.6012) (0.0667)  (0.5414) 67
Number of procedures 0.4113 -4.2454 a -0.6351 -9.8534 a 14.3932 2 0.4580
(0.4894) (1.1892) (22837) (2.7333) (1.7232) 54
0.7792 ¢ -3.4370 2 -4.3184> -45973 ¢ -1.29722 23.63882 0.5520
(0.4198) (1.0292) (1.8180)  (2.6675) (0.3288)  (2.6447) 54

Panel B: Resultsfor political freedom
Dependent Variables  Judiciary Power of Ethnolinguistic Latitude LnGDP Intercept Adj. R?

review admin. judge _ fractionalization _ per capita _ [N]__
Democracy index 1.7578 a 1.6275 ¢ -3.1965 9.9650 2 0.5028 0.4076
(0.4851) (0.9211) (1.9825)  (2.2094) (1.3435) 70
15573 2 1.2966 -1.5994 6.5431° 0.7168c¢ -4.2184 0.4470
(0.4735) (0.9152) (2.2209) (3.1352) (0.3968)  (2.7589) 70
Political rightsindex ~ 1.0306 2 0.9987 b -0.8656 6.5178 2 0.9281 0.4755
(0.2703) (0.4766) (1.0082)  (1.0505) (0.6680) 69
0.8759 a 0.7521 ¢ 0.4042 3.6911> 058582 -2.9255°b 0.5651
(0.2438) (0.4350) (1.0462)  (1.4903) (0.1816)  (1.2571) 69
Humanrightsindex ~ 11.4438 2 13.9660 @ -18.3961 ¢  66.0296 @ 28.0959 a 0.4934
(3.0046) (5.2043) (9.9873) (12.2515) (7.9502) 64
9.7322 a 11.1741°® -3.3429  33.3498> 7.0464 2 -19.4765 0.6030
(2.6072) (4.5450) (10.5849) (14.4421) (1.8822) (15.1976) 64

Note: ? Significant at 1%; ° Significant at 5%; © Significant at 10%



Table 11: Freedom and Legal origin

The table presents the results of OLS regressions. In Panel A, the dependent variables are two proxies for economic freedom: (1) Property
rights index; and (2) Number of procedures. In Panel B, the dependent variables are three proxies for political free

Panel A: Resultsfor economic freedom

Dependent Variables  English Socialist German Scandinaviar Ethnolinguistic Latitude Ln GDP Intercept  Adj. R?
LO LO LO LO fractionalization per capita [N]

Property rights index 1.0645 @ -2.0653 @ 1.3088 @ -0.6748 ¢ -0.9183 2.1264 2 273253 0.5433
(0.3488) (0.3283) (0.2518) (0.4022) (0.6525) (0.7803) (0.3595) 68

0.8443 2 -1.2815 2 0.9233 2 0.5279 0.1298 0.3440 0.4325 2 -0.4237 0.6665
(0.2705) (0.3667) (0.2688) (0.3440) (0.6035) (0.5318) (0.0804) (0.7185) 68

Number of procedures  -5.9878 2 1.4577 -1.4986 -5.2365 2 2.0168 -6.5578 b 13.0464 @  0.5985
(1.2173) (1.9811) (1.0694) (1.1031) (2.3996) (2.6973) (1.3254) 54

-5.1767 @ -0.7244 -0.6398 -4.8626 2 -1.4142 -3.4046 -1.0308°  21.36532 0.6445
(1.1408) (1.8947) (1.0587) (1.1133) (2.4180) (2.6977) (0.4012) (3.3295) 54

Note: 2 Significant at 1%; ° Significant at 5%; © Significant at 10%



Panel B: Resultsfor political freedom

Dependent Variables  English Socialist German Scandinaviar Ethnolinguistic Latitude Ln GDP Intercept  Adj. R?
LO LO LO LO fractionalization per capita [N]

Democracy index 1.2845 -6.1652 2 2.2393 1.0206 -3.3933 7.3810 2 416052 0.4051
(1.1112) (0.9017) (0.8573) (1.1247) (2.2174) (2.7082) (1.4104) 71

1.0772 -5.3563 @ 1.7836 © 0.8515 -2.3064 5.6482 0.4403 0.9091 0.4173
(1.1576) (1.0926) (0.9135) (1.0654) (2.4059) (3.4032) (0.3818) (2.9149) 71

Political rights index 0.5515 -3.6059 2 1.2957 @ 0.4511 -0.7511 5.1566 @ 3.06322@ 0.4567
(0.5959) (0.4929) (0.4836) (0.6273) (1.1504) (1.3409) (0.6488) 70

0.3298 -2.7455 @ 0.8842 P 0.2883 0.4059 3.2763 ° 0.4676 ° -0.3784 0.5036
(0.6112) (0.5542) (0.4292) (0.5632) (1.2437) (1.5915) (0.1783) (1.3736) 70

Human rights index 5.5523 -43.36752  10.4564 13.8583 ¢ -17.0199 43.5134 2 55.78712 0.4716
(6.8361) (6.3501) (8.4148) (7.2439) (12.1046)  (15.2648) (6.9490) 65

3.7557 -32.5717 @ 6.1820 12.1566 © -3.7990 22.8380 545812  14.4861 0.5235
(6.5900) (6.3137) (7.4921) (6.7145) (12.5960)  (15.6424) (1.7346)  (14.4979) 65

Note: 2 Significant at 1%; ° Significant at 5%; © Significant at 10%



Table 12: Economic freedom with English freedom and Legal origin

The table presents the results of OLS regressions. In Panel A, the dependent variable is Property rights index. In Panel B, the dependent variable is Number of
procedures. In both panels, the independent variables are: (1) Tenure of Supreme Court judges; (2) Tenure of administrative court judges; (3) Power of
administrative law judges over executive; (4) Case law; (5) Lega origin dummy variables; (6) Ethnolinguistic fractionalization; (7) Latitude; and (8) Ln GDP per
capita. Variables are further defined in Table 1. Robust standard errors are shown below the coefficientsin parentheses.

Panel A: Resultsfor Property rightsindex
Dependent Variable SCtenure ACtenure Powerof Caselaw English Socidliss German Scandinaviar Ethnolinguistic Latitude LnGDP Intercept Adj. R

admin. Judge LO LO LO LO fractionalization per capita [N]
Property rightsindex ~ 0.5012 © 0.6299° -0.5848  1.0196 @ 0.4336 -0.1752 -0.2060 0.4299 @ -0.9050 0.7340
(0.2882) (0.2583) (0.6008) (0.3031) (0.3229) (0.6168) (0.5773) (0.0800) (0.8035) 67
0.5493 ® 0.4849° -0.5711  0.8546 @ 0.1914 -0.0562 0.0044 04521 @ -1.1400 0.7607
(0.2258) (0.2146) (0.5205) (0.2797) (0.2878) (0.5440) (0.5049) (0.0768) (0.7634) 67
0.5675 © 0.5527¢ 118972 1.0676°2 0.2706 -0.2541  0.0780 0.42972 -0.3801 0.7306
(0.3135) (0.2917) (0.3925) (0.2904) (0.2609) (0.6543) (0.5395) (0.0840) (0.7332) 67
0.4291 04966 -1.21962 0.5869 " 0.1277 -0.0026  0.2074 0.4486°% -0.5150 0.6972
(0.3088) (0.3296) (0.4372) (0.2721) (0.3723) (0.5842) (0.5200) (0.0792) (0.7194) 66
-0.0077 0.5314 0.0738 04101 0.2019 -04774 0.6484° -0.1426 -0.1758 0.0178 0.44782 -1.1804 0.7590
(0.4051)  (0.3212) (0.3042) (0.2921) (0.3397) (0.6363) (0.3353) (0.3721) (0.5803) (0.5906) (0.0822) (0.7990) 66

Note: 2 Significant at 1%; ° Significant at 5%; © Significant at 10%



Panel B: Resultsfor Number of procedures

Dependent Variable SCtenure ACtenure Power of Caselaw English Socidist German Scandinaviar Ethnolinguistic Latitude LnGDP Intercept Adj. R
admin. judge LO LO LO LO fractionalization per capita [N]

Number of procedures -1.4130 -5.0578 2 -3.2959 -1.1813 -4.9085 @ -0.8813 -2.3752 -1.0425° 23.6251 % 0.6536
(1.4984) (1.1520) (3.4795) (1.1475) (1.1321) (2.2787) (2.5774) (0.3999) (4.2923) 54

-1.7038 ¢ -4,7191 2 -3.6928 -0.8119 -4.3015 @ -0.9424 -2.6599 -1.1208°2 24.6013 2 0.6768
(1.0007) (1.0822) (2.6518) (0.9202) (0.9967) (2.1278) (2.6669) (0.3672) (3.5135) 54

-2.5673° -4.4907 2 -1.5946  -1.6557 4.2985 @ 0.1555 -3.8082 -0.8280° 20.8097 @ 0.7002
(0.9648) (0.9966) (2.0315) (1.0395) (1.0014) (2.0178) (2.5610) (0.3546) (2.8866) 54

-1.2708 -45591@ -1.1073  0.0144 -3.9646 @ -0.8948 -3.4807 -1.0119° 2156122 0.6562
(1.1069) (1.2253) (2.0100) (1.1897) (1.1950) (2.2747) (2.6927) (0.3926) (3.3826) 54

0.8781  -1.1592 -1.9618° -0.6161 -4.11572 -1.9964 -0.8795 -3.5858 @ 0.0270 -3.8829°¢ -0.9206 @ 21.8329 % 0.7091
(1.8367) (1.2324)  (0.8723) (1.0501) (1.2878) (3.5647) (1.3030) (1.2690) (1.9779) (2.2898) (0.3418) (3.9116) 54

Note: ® Significant at 1%; ° Significant at 5%; ¢ Significant at 10%



Appendix: Dependent variables by country and Legal origin

This table classifies countries by Legal origin and shows the value of each dependent variable for each country. Panel A shows
the values for English Legal origin countries, Panel B shows the values for French Legal origin countries, and Panel C shows the
values for German, Scandinavian, and Sacialist Legal origin countries. Exact definitions of each of the dependent variables can be
found in Table 1.

Panel A: Datafor Countriesof English Legal origin
DEPENDENT VARIABLES

Country Property rightsindex Number of procedures Democracy index  Political rightsindex Human rights index
Australia 5 2 10 7 91
Bangladesh 2 . 9 5 59
Canada 5 2 10 7 94
Ghana 3 10 1 4 53
India 3 11 8 4 54
Ireland 5 3 10 7 94
Israel 4 5 9 7 76
Kenya 3 9 0 1 46
Liberia . . 0 1 .
Malaysia 4 7 8 4 61
Nepd 3 . 8 5 69
New Zealand 5 3 10 7 98
Nigeria 3 9 0 1 49
Pakistan 4 8 8 5 42
Saudi Arabia 5 . 0 1 29
Singapore 5 6 2 3 60
South Africa 3 9 8 7 50
Thailand 5 8 6 5 62
Uganda 4 11 0 3 46
United Kingdom 5 4 10 7 93
United States 5 3 10 7 90
Zambig 3 5 6 5 57
Zimbabwe 3 5 0 3 65
English average 3.95 6.32 5.78 461 65.36




Panel B: Datafor Countriesof French Legal origin

DEPENDENT VARIABLES

Country Property rightsindex Number of procedures Democracy index  Political rightsindex Human rights index
Algeris 3 . 0 2 66
Argenting 4 13 8 6 84
Belgium 5 7 10 7 96
Brazil 3 11 10 6 69
Chile 5 10 9 6 80
Colombia 3 17 9 4 60
Ecuador . 16 9 6 83
Egypt, Arab Republic 3 11 0 2 50
Ethiopia 2 . 2 4 .
France 4 15 8 7 94
Greece 4 15 10 7 87
Haiti 1 8 3 .
Honduras 3 . 6 5 65
Indonesia 3 11 0 1 34
Iran, Islamic 1 0 2 22
Irag 1 . 0 1 17
Italy 4 11 10 7 90
Jordan 4 12 4 4 65
Kuwait 5 . 0 3 33
Lebanon 3 9 2 2 .
Libys 1 . 0 1 24
Mexico 3 15 1 4 64
Mozambique 2 19 6 5 53
Netherlands 5 6 10 7 98
Nicaragua 2 . 6 4 75
Panama 3 7 8 6 81
Peru 3 6 2 3 54
Philippines 4 9 8 6 72
Portugal 4 10 10 7 92
Spain 4 10 9 7 87
Syrian Arab Republic 2 0 1 30
Turkey 4 12 9 3 44
Venezuela 3 14 8 5 75
French average 3.16 11.57 5.52 4.36 64.80




Panel C: Data for Countries of German, Scandinavian, and Socialist L egal origin

DEPENDENT VARIABLES

Country Property rightsindex Number of procedures Democracy index  Political rightsindex Human rights index
Austria 5 8 10 7 95
Germany 5 8 10 7 98
Japan 5 11 10 7 82
South Korea 5 11 10 6 59
Switzerland 5 7 10 7 96
Talwan . 8 6 . .
German average 5.00 8.83 9.33 6.80 86.00
Denmark 5 3 10 7 98
Finland 5 3 10 7 99
Iceland 5 10 7 .
Norway 5 4 10 7 97
Sweden 4 4 10 7 98
Scandinavian average 4.80 3.50 10.00 7.00 98.00
China 2 10 0 1 21
Cuba 1 0 1 30
North Korea 1 . 0 1 20
Vietnam 1 16 0 1 27
Socialist average 1.25 13.00 0.00 1.00 24.50




