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Abstract

Do legal institutions affect norms of cooperation? Using the introduction of the Code Napoleon during
the Napoleonic Wars in Germany as a historical experiment, I show that a positive shock to the quality
of legal institutions can increase social-capital long-lastingly. I find that individuals living in regions
where the Code Napoleon was used display higher levels of interpersonal trust in the data of the German
Socio-Economic Panel (SOEP). This result holds true conditional on past development levels, as well
as in a less heterogeneous border sample, separating regions that applied the Code Napoleon from those
that did not. Artificially moving the border and comparing regional pre-treatment characteristics support
the interpretation of a causal treatment effect. In addition, I show immediate effects of the Code Civil on
novel measures of 19th century social capital. The analysis of historical employment data furthermore
suggests economic cooperation to be a potential mechanism for the relationship between legal institutions

and social capital.
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1 INTRODUCTION

Social capital levels across and within countries are highly correlated with the quality of past and contem-
porary institutions (Putnam, |1994; Tabellini, 2008 and Tabellini, [2010; Guiso, Sapienza, and Zingales,
2008a; Algan and Cahuc, 2013).! However, empirical findings of a causal impact of impartial enforce-
ment institutions on norms of cooperation are almost non-existent. Identification is particularly difficult
as initial cultural norms of a society starkly influence the shape of its institutions. In this paper I make
use of a historical experiment during which a legal institution was imposed from outside to identify
the persistent impact of law on social capital. This historical experiment, the introduction of the Code
Napoleon in parts of 19th century Germany, constituted a dramatic positive shock to the quality of exist-
ing legal institutions. Centered around the most modern legal code at that time and establishing a third
party enforcement institution with the principle of equality before the law, the Napoleonic institutions
“encouraged the liberation of the individual from corporative bonds and the establishment of a civil soci-
ety" (Fehrenbach, 2008). My findings, estimated on the micro-level within a country, show that regions
that used the Napoleonic Civil Code throughout the 19th century display on average higher levels of
social capital.” This supports the description of the positive social effects of the Code Napoleon and its

legacy persisting to the present day.’

My analysis contributes to the recently emerging literature emphasizing the weight of history and par-
ticularly historical institutions for current beliefs.* However, it differs from the latter in two important
dimensions. First, rather then applying a broad definition of institutions, this paper considers a specific
type: the law. In line with recent theoretical models (e.g. Tabellini, 2008; Guiso, Sapienza, and Zingales,
2008b), I expect impartial legal enforcement institutions to affect trust as they promote individual coop-

eration with anonymous others.” Initially, in a society characterized by weak law enforcement, social and

n a cross-section of countries one can observe a strong positive association between the quality of the legal system and
trust, as Figure[T]displays. Countries protecting individual property stronger and in which courts and judges are independent and
impartial display higher levels of interpersonal trust. This does not merely mirror an income effect, since the positive association
is robust to controlling for income and education (see Figure[2). It cannot be deduced, however, that there exists a causal link
going from the quality of the legal system to interpersonal trust. It is equally likely, that countries, in which individuals trust
each other to a higher extent, also have stronger preferences for protecting property and value more an impartial and independent
jury.

2Throughout this paper I apply a broad definition of “social capital” encompassing different measures used in the literature,
such as individual beliefs as well as outcome measures.

3The long-run consequences of the law for economic outcomes has been intensively documented by scholars researching
different legal origins. See for example Lépez-de-Silanes et al. (1998) and La Porta, Lépez-de-Silanes, and Shleifer (2008).

4See Nunn (2012) for a comprehensive summary of the literature relating history and culture.

5In the Appendix I propose a simple model of the type suggested by Guiso, Sapienza, and Zingales (2008b), introducing
a third stage in the trust game, in which a court enforces contracts. The model enables me to make the cooperation decision
contingent on the quality of the enforcement institution. The model predicts, that increasing the quality of the law will lead to
more investment and higher levels of cooperation. Institutions can overcome the “no-trust-no-trade" equilibrium.



economic interaction are discouraged as individuals have high incentives to cheat. This contrasts with
an environment where legal enforcement is strong, and individuals, risking punishment by the law, are
incentivized to cooperate. In a nutshell, in the second state of the world trust will emerge as a by-product
of cooperation experienced in economic and social interactions.® The reason why shocks affecting trust
can manifest itself until today, is that beliefs transmitted inter-generationally from parents to children
incorporate experiences made in the past in different institutional environments. A second distinctive
feature of this paper is that it analyzes a change in the quality of the law that has not been created by the
individuals for which it applies, but that has been imposed from outside. In other words, compared to
existing contributions correlating past institutions with current social capital, my identification strategy
is based on a rare historical experiment characterized by an exogenous change in the legal quality. Such
historical experiment creates furthermore an ideal setting for studying the effects of institutions on cul-
ture, as it accounts for the long-term dimension necessary for observing substantial changes in beliefs
over time. This important time-dimension is usually absent when analyzing current legal reforms or in

experimental designs.

The introduction of the Code Napoleon is characterized by a drastic movement from a weak of rule of
law to impartial legal enforcement in parts of 19th century Germany. The Code improved enforcement
by establishing establishing universal access to the law, commercial freedom and an impartial judicial
system. Using micro data from the German Socio-Economic Panel (SOEP), I show that those regions in
which the Code Napoleon was introduced display higher levels of social capital related attitudes today.
I start by comparing all regions that have used the Code Civil in the 19th century to regions that did not
apply it, taking the number of years the Code Civil was applied before 1900 as the treatment.” Impor-
tantly, the positive association does not reflect simple differences in 19th century regional development

levels. It is robust to condition on historical controls, such as measures for past urbanization rates.

While the results suggest an effect of the Code Civil on contemporaneous levels of trust, there exist al-
ternative explanations that could account for the positive association observed. First, differences in the
initial social structure in regions applying the Code Civil might drive the results, if, for example, regions
with high initial social capital were more likely to be treated.® In this case, rather than identifying a

treatment effect, the estimation would just pick up a path dependency of initial conditions. One draw-

5Supporting cooperation is, however, not the only channel through which the law can influence social capital. Legal rules,
e.g. the principle of equality, can potentially spread on a more direct way into the society and become moral norms over time.

"In 1900, a unified Civil Code was installed in all German provinces, the Biirgerliches Gesetzbuch.

8Indeed, my identification strategy requires the adoption of the Code Civil to be uncorrelated with initial social capital
levels.



back of the complete sample regressions is the comparison of heterogenous regions that undertook very
different paths of socio-economic development even before the treatment. To reduce heterogeneity in
the sample, I then compare only regions located at a maximal distance of 50 km to a border. This border
separates those regions that kept the code for about 90 years from those in which the Code was either
never introduced or dismissed in 1815, after the Congress of Vienna. The results confirm the findings
from the complete sample analysis: Treated regions exhibit higher levels of trust in the SOEP data. This
is remarkable, as one would expect - in the absence of any treatment - spatially closely located individu-
als to be relatively similar in their attitudes. Indeed, a falsification test confirms this presumption. When
the border is moved artificially outwards to the North-East or inwards to the South-West and a placebo
treatment constructed, individuals in placebo treated regions do not show significant differences in trust

levels.

I try to dismiss further doubts about the independence of the treatment with pre-treatment regional char-
acteristics by comparing regional pre-treatment means of a set of variables identified by the literature
as historical determinants of current levels of social trust. Treated and untreated regions turn out to not

differ significantly with respect to those dimensions.

Arguably, the period of Napoleonic occupation did not only alter the law. In addition, the administration,
as well as the educational system were changed and old elites removed. My treatment variable, which
acts like a regional fixed effect, might rather proxy for the legacy of those changes. While I cannot
control quantitatively for all unobserved regional heterogeneity, those factors are likely of subordinate
importance compared to the legacy of the Napoleonic Code Civil. This is for a simple reason: Unlike
the other reforms Napoleon introduced, the Code Civil lasted even after the Napoleonic retreat in 1815
for several decades. While possible, it is not very probable, that the short run-reforms were the main
driver of the long-run change in beliefs. Historical evidence I will present supports this interpretation.
Moreover, the results hold true even within a the formal borders of the Prussian kingdom, in other words

holding kingdom characteristics constant.

The second part of the paper aims at shedding light on a possible channel and the immediate effects of
the Napoleonic institutions on cooperation in the 19th century. I first look at potential effects on eco-
nomic cooperation, focusing on sectors in which people interact frequently in business relations and rely
on trust and reciprocity, such as in trade, factory employment and craft. Indeed, treated regions show
a higher fraction of the population working as traders, factory workers or as craftsmen. To further test,

whether cooperation inside the work environment spilled over on cooperation outside the work-place, I



gathered two different measures of 19th century social capital. First, I collected data on memberships
in gymnast clubs (Turnvereine) and the per capita share of volunteer firemen in associated volunteer fire
departments on the county level and find them to be positively associated with the treatment. Second,
I make use of a panel dataset measuring the number of shooting associations (Schiitzenvereine), having
been founded between 1700 and 1900 per county in the neighboring provinces Rhineland and West-
phalia. The panel data allows me to run regression yielding, that the number of associations increased
significantly faster in the second half of the 19th century in the treated province Rhineland compared
to its neighbor Westphalia. As this paper is one of the rare papers using additionally social capital data

from the 19th century, it allows to discuss briefly persistence in the last part of the paper.’

This paper relates and contributes to several strands of the literature broadly researching the effects of
institutions, culture and its interrelation. The first strand emphasizes the “deep-roots” of social capital
levels we observe today. It goes back to Putnam (1994), who argued that differences in social capital
between the North and South of Italy can be explained by the institutions associated with free and in-
dependent medieval city states in the northern part of Italy. This hypothesis is empirically tested and
proven to be valid by Guiso, Sapienza, and Zingales (2008a)). In the same spirit, Tabellini (2010} finds
in a sample of 69 European regions that past institutions in the 18th century measured by the constraints
on the executive are highly correlated with trust levels today. While those contributions characterize
past institutions broadly as democracy, my approach departs from this definition as it considers a legal
enforcement institution, and thus contains a precise mechanism for the observed positive relationship
between past institutions and beliefs. The paper closest in its methodology is Becker et al. (2011a)), who
research the persistent impact of living in the Habsburg Empire, a kingdom characterized by its efficient
administration. Focusing on individuals living in an area within 200 kilometers of the Empire’s former
border, the authors find individuals living in its former territory today to show more trust in institutions.
Apart from historical institutions, other historical shocks have been found to alter norms and beliefs of a
societies’ inhabitants long-lastingly. Examples include the African slave trade, (Nunn and Wantchekon,

2011) and the surveillance apparatus in the former Communist Germany (Jacob and Tyrell, 2010).'%:!!

9Further evidence for the persistence of a particular cultural attitude, antisemitism, in Germany has been described by
Voigtldander and Voth (2012)

10nteresting in the context of this paper, Nunn and Wantchekon (2011) hypothesize, that the slave trade did not only
deteriorate social capital, but also paved the way for expropriate governmental institutions and a lax rule of law. In particular,
they identify the weak legal system to be an important factor of the persistence of mistrust in the affected regions. Unconstrained
political leaders are not forced to act trustworthy, and people can misbehave without being held responsible. Hence societies
are stuck in an equilibrium of distrust and bad institutions

1 Aghion et al. (2010) provide further evidence for a potentially detrimental role of the state for trust in the case of extensive
regulation.



Several theoretical contributions have tried to explain the persistence of cultural norms that has been
documented empirically. The seminal contribution was made by Bisin and Verdier (2001). In their model
parents transmit cultural traits to their children taking into account their future expected payoff. Tabellini
(2008) builds on this model, and studies the determinants of cooperation and the evolution of norms
over time. In his model, an exogenous shock to the quality of the enforcement institution, that reduces
the loss of being cheated in a prisoners dilemma game, increases the scope of cooperation. Tabellini
further argues, that when individuals can choose institutions by participating in the political process,
good institutions will be reinforced. Shocks to the quality of institutions in the past are amplified by their
affect on culture. Not values, but beliefs are the dimension of social capital Guiso, Sapienza, and Zingales
(2008b)) model to be passed from parents to children in a framework of an overlapping generations model.
The model gives a rationale why differences in social capital originating in history are still observable

today.'?

My paper is also related to contributions researching the short-term effects of punishment and contract
enforcement on cooperative behavior (see for example Fehr and Géchter (2000) for experimental evi-
dence; Fisman and Miguel (2007) for evidence from a field experiment). Most recently Cassar, d’ Adda,
and Grosjean (2012) gathered interesting evidence for a causal link from institutions to norms of coop-

erations from experiments conducted in Italy and Kosovo.

Finally, my findings add to the analysis of the economic consequences attributed to institutions in gen-
eral (see for example Smith, |1776; Milgrom, North, and Weingast, [1990; De Long and Shleifer, [1993;
Acemoglu, Johnson, and Robinson, 2001; La Porta, Lépez-de-Silanes, and Shleifer, 2008, Cantoni and
Yuchtman, 2012) and the Napoleonic institutions, as described in Acemoglu et al. (2011), in particular.!3
A shortcoming of this fascinating literature describing strong and persistent links between institutions
and aggregated development is the lack of a detailed understanding of the channels going from insti-
tutions to economic outcomes. The results presented here do not only reinforce the interpretation of a
positive impact on cooperation and trade, but potentially provide one of the channels through which (ex-

ogenously imposed) institutions can be favorable for economic growth: individual norms of cooperation.

The paper is structured as follows. Section 2 gives a brief description of the historical context needed for
the empirical part. Section 3 assesses the effects of the Napoleonic institutions on current social capital

outcomes, both in a sample of complete Germany and in a border sample. Section 4 shows the effects

12Empirical evidence of the intergenerational transfer of values can be found in Dohmen et al. (2012).
13 Another strand of the literature disputes the fundamental role of institutions for economic development. See for example
Glaeser et al. (2004) for the debate on the importance of human capital versus institutions.



on trade, industrialization and social capital in 19th century Prussia. Section 5 concludes with a note on

institutions, social capital and growth.

2 HISTORICAL BACKGROUND: THE CODE CIVIL IN GERMANY

2.1  French Occupation and Institutional Reform

At the time of the French Revolution in 1789, Germany was fragmented into more than 300 states (Grab,
2003, p. 85) and its social organization characterized by feudal institutions privileging the nobility and
the clergy, (Grab, 2003| p. 86). The entry into professions and economic activities was to a large extent
controlled by guilds restricting economic freedom. Germany’s legal system consisted of a plurality of
legal norms that differed often from town to town even within the same political territory.'* Peasants
did not enjoy equality before the law, as they were subject to different courts and laws then the nobility
(Acemoglu et al., [2011)). Written legal codes did not exist at the end of the 18th century, except for the
Codex Maximilianeus Bavaricus Civilis in Bavaria and the Allgemeines Landrecht (ALR henceforth) in
Prussia, both of which allowed and practiced commonly the Partimonialgerichtsbarkeit, the privilege of

the landlords to administer the law.

The French influence started with the occupation, and in 1798 the annexation, of the Rhineland, the entire
German part west of the Rhine. To defend the French Empire against Prussia, Napoleon subsequently
invaded large parts of the current German territory and by 1812 controlled directly or indirectly most of

it, with the exception of Prussia and Austria.'

With the French occupation the Code Civil was introduced in the Rhineland, the Bavarian Palatinate and
the part of Hessen, left of the Rhine and remained from 1802 to 1900. In 1901, the first civil code for the
entire unified Germany, the Biirgerliches Gesetzbuch, replaced it. In several other states that fell under
direct control of the French Empire the Code was in place for only few years. This states include West-

phalia (from 1810-1815), Brunswick (1808-18014), Province of Saxony (1808-1815), Hanover (1808-

14The legal norms were derived from roman and canon law, the law of the church, and together constituted the so called
Common Law (Gemeines Recht), not to be confused with the British law system, which is also named common law. It was a
mixture of customary law and traditions and was executed by local rulers, the church or judges appointed by them.

13The motives for occupying a particular region have been twofold, as Acemoglu et al. (2011) note accurately. First, in order
to defend France against Prussia and Austria, the territories in-between the Empires were strategically important. Second, the
French revolutionaries wanted to enlarge the territory of the Empire to its natural borders: the Rhine, the Atlantic Ocean and
the Alps, (Doyle, 1990, p. 199). The revolutionary leader Danton proclaimed on January, 31st 1793: “The limits of France are
marked out by nature. We shall reach them at their four points: the Ocean, at the Rhine, at the Alps, at the Pyrenees.” (quoted
in Doyle (1990, p. 200).



1813) and Hesse-Kassel (1808-1814). In the indirectly controlled states of the Confederation of the
Rhine, Napoleon “pushed for the adoption of the Code” (Arvind and Stirton, 2010). Of those states only
Baden finally adopted the Code Civil in 1810, motivated by the fear of a potential Napoleonic influence

and incorporated in a larger agenda of defensive modernization (Acemoglu et al., 201 1)).

Crucial for the continuation of the Napoleonic institutions after 1815 was the reallocation of previously
occupied regions at the Congress of Vienna in 1815. As a result of the Congress, several of the old rulers
regained their power, rolling back the Napoleonic institutions in regions such as Brunswick, Saxony,
Hanover and Hesse-Kassel. Where territories were allocated to states that could not offer an alternative
civil code, as in the case of the Bavarian Palatinate given to Bavaria, those territories were commonly
allowed to keep the Code Napoleon (see Stein, |2004). Only in the case of Prussia that gained power
over regions in the West of Germany, in particular the territories of Westphalia and the Rhineland, things
were slightly different. While the Prussian rulers forced its new province of Westphalia to abandon the
Code Napoleon and to apply the Prussian Civil Code, the ALR, the neighboring province Rhineland was
allowed to keep the Napoleonic institutions (Stein, |[2004)). The Rhineland was in a special situation as
it has been part of the French Empire and as such had been applying the Code Civil for a much longer
time before 1815. The continuation of the Napoleonic institutions in this part was supported by “reform-
minded Prussian officials" that “played a crucial role in ensuring that [it] was not immediately swept
aside", (Rowe, 2003} p. 281). Although the continuation was also favored by local elites, who came to
acknowledge the value of the French institutions and who saw in the Code Civil a protection against
arbitrary authority of the new unknown rulers from the East, (Rowe, 2003, p. 281), they were not in the
position to decide. Importantly, the power to decide about the continuation of the Code Civil ultimately

lay in the hands of the new autocratic rulers and was therefore independent of the population’s opinion.

As a result, the Code Civil existed throughout the 19th century in the Rhineland (given to Prussia),
consisting of the areas West to the Rhine river and small parts on the right bank of the Rhine, formerly
belonging to the Duchy of Berg, the Bavarian Palatinate (given to Bavaria), the part left of the Rhine
belonging to Hessen-Darmstadt, as well as Baden.'6-!7 Figure [3| pictures the distribution of civil law in
Germany throughout the 19th century. Besides the regions using the Code Civil, most of the remaining

German regions either sticked to common law or applied the Prussian ALR throughout the 19th century.

Figure 3| about here

16Table B.1 in the Appendix lists the number of years the Code Civil was in place per territory.
"In the Rhineland only the districts Essen, Duisburg, Muehlheim (Ruhr) did not keep it.



Figure [] shows the years the Code Civil was in place in a territory before 1900.
Figure [ about here

The Code Civil altered the existing law in several dimensions, of which two stand out: First, it granted
equality before the law to all men, removing any form of privileged treatment for nobilities in front of the
court. This implied that the same rules applied to everyone, independent of income and status (Lyons,
1994, p. 95). This principle does clearly differentiate the Code Civil from all other legal sources at that
time. Although the ALR also contained the principal of equality before the law, in practice it was not
enforced. The Partimonialgerichtsbarkeit, the privilege of the landlords to administer the law, was still
allowed and practiced commonly in Prussia and in the rest of Germany. Equal access to an impartial
law increased law enforcement. It was furthermore fostered by the reformation of the entire judicial

procedures and the installation of new courts of appeal, as well as commercial courts. '3

Second, the Code Civil guaranteed property rights and commercial freedom, including a “modern con-
ception of property ownership” (Lyons, [1994] p. 96). All individuals were granted absolute rights of
ownership and starting a business only required a business license from the local city administration
(Becker, [1985)). Sperber (1992, p. 38) describes the civil liberties established by the Code Civil as having
been exceptional in early 19th century Germany. While the institutional reforms also included the ref-
ormation of the administration and the removal of old elites, compared to the Code Civil those were of
subordinate importance. As Rowe puts it, the “Napoleonic rule, far from making Rhinelanders used to
authoritarianism, endowed them with a new set of institutions that blunted it. Chief amongst these was

the law.” (Rowe, 2003, p. 281)

2.2 Social Consequences

As aresult of the Napoleonic occupation the entire social system that had been predominant for hundreds
of years was reformed and altered almost over night, with the aim of a more equal society. As the

historian Martin Lyons notes:

[...] the abolition of privilege also removed the social barriers which had prevented the bour-

1811 the territories left of the Rhine for example, ordinary people were appointed as Justices of Peace (JP), being in charge
of pre-trial settlements of minor cases. They were in particular appealed in labor conflicts in a more and more industrialized
society (Haferkamp), settling disputes in the market about the quality of work between masters and manufacturers, as well as
those between masters and journeymen or apprentices, who often broke contracts and left their masters on their own (Sperber,
1992] p. 55). “Courts would provide a remedy by ensuring the exact fulfillment of [...] contracts”, writes Sperber (1992, p. 56)
and refers to the manufacturing tribunals, which provided a form of “industrial mediation” between manufacturers, workers
and journeymen (Sperber, |[1992| p. 55)



geoisie from buying land, and deterred the nobles from engaging in industry and commerce.

(Lyons, {1994 p. 235)

In particular in the Rhineland the transformation was drastic, from a region characterized before the
Napoleonic occupation as a “particularly old-fashioned, pre-absolutistic, feudal system"!® (Nipperdey,
1983, p. 78), to being *“ well advanced socially to the rest of Germany"?°, (Nipperdey, 1983, p. 78). This
happened, because "the French law and his idea of a society made up of free and equal property owners

have penetrated the civil movement"?!, (Nipperdey, [1983, p. 79).

Thus, the Napoleonic reforms laid the foundation for a modern society, in which a greater share of the
population was able to acquire property, to engage in trade and commerce, which was backed up by a
strong centralized legal institution. Birth was not anymore decisive for social status, since “ownership
of property in a free market” became the “main criterion for social stratification” (Sperber, 1992, p. 33).
Comparing the Rhineland to the rest of Prussia, Sperber describes Prussia as a far less progressive king-
dom, with social structures and institutions “too different from those [...] along the Rhine” (Sperber,
1992, p. 38). While in the Rhenish territories, “the tone was set by the bourgeois elite of bankers, mer-
chants, manufactures, rentiers, lawyers and notaries” (Sperber, (1992, p. 38), i.e. a large and important
bourgeoisie and middle class, the nobility was still highly influential in Prussia. This enlarged access to
the market and the participation of a greater share of the society resulted in more economic growth in the

affected regions (Acemoglu et al., 2011).

3 ESTIMATING THE EFFECT ON CONTEMPORANEOUS SOCIAL CAPITAL

This section estimates the impact of the Napoleonic institutions on survey data outcomes related to trust
and cooperation in current day Germany. I start by analyzing the association between the Code Civil
and current social trust in a sample of 16 historical territories covering almost the entire current Federal
Republic. To remove heterogeneity in characteristics potentially affecting the outcome variables, I then
restrict the sample to a border sample separating regions that applied the Code Civil for on average over
90 years from regions that applied it for only about 5 years. Next, I create a fictitious treatment by moving
the border to further test the existence of a “true" treatment effect. To address the concern of a violation

of the independence of the treatment with pre-treatment social capital levels, I finally compare mean

19 Author’s translation.
20 Author’s translation.
21 Author’s translation.

10



differences between the treatment groups of pre-treatment characteristics mattering for social capital and

discuss alternative explanations.

3.1 Contemporaneous Data

Measures for contemporaneous social capital levels in Germany are created by using survey data from the
German Socio-Economic Panel (SOEP) (Wagner, Frick, and Schupp, 2007). The SOEP asked questions
about personal attitudes in the years 2003 and 2008. I only make use of the 2003 wave, as it includes
a richer set of control variables. The outcome variable I am primarily interested in is interpersonal
trust. In the survey, respondents have to evaluate (“totally agree”, “slightly agree”, “disagree slightly”,
“totally disagree”) the following three statements related to interpersonal trust: “On the whole one can
trust people”, “Nowadays one cannot rely on anyone”, and “If one is dealing with strangers, it is better
to be careful before one can trust them”. I recode the variables on a scale from 1 to 4, such that the
highest value is assigned to the highest level of trust. The variable Trust is then computed as the average
out of the individual scores for each question. To undertake robustness checks I also construct two
additional variables measuring norms of cooperation. The SOEP asks respondents about the perceived
behavior of others with respect to fairness: “Do you agree that most people... a) exploit you if they had
the opportunity or b) would attempt to be fair towards you?”, as well as with respect to helpfulness:
“Would you say that for most of the time, people... a) attempt to be helpful? b) or only act in their own
interests?”. Out of those questions I construct two binary outcome variables, labeled Fair and Help, such
that the value 1 indicates a higher level of perceived fairness, respectively willingness to help. As Guiso,
Sapienza, and Zingales (2010) show for the WVS, answers from social value survey questions concerning
trust reflect the beliefs of the sender about the trustworthiness of the receiver. This is perfectly relevant
here in order to elicit the updating and persistence of beliefs following a exogenous legal change. As the
treatment should only affect measures related to cooperative attitudes, I additionally construct a measure
of the strength of family ties as a counterfactual. I use the frequency of family visits as a proxy for the
importance of the family. Individuals with strong family ties are likely to visit their family members
more often. The related question in the SOEP asks “Please indicate how often you take part in each
activity: Visits to and from family members and relatives”. The variable is measured on a 5 point scale,
where 1 indicates “daily”, 2 “at least once a week”, 3 “at least once a month”, 4 “seldom”, 5 “never”.

That is a higher score of the variable Family indicates weaker family ties.

The geographical level up to which individual observations can be located regionally is the county level.
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This geographical level is equivalent to the NUTS 3 level of the Statistical Units of the European Union
and includes more than 400 regions.??> To control for other influences of social capital I will include sev-
eral individual control variables, such as the respondent’s age and its square, dummy variables indicating
the gender of the respondent and whether the respondent was unemployed in the last year or not, as well
as the household income in the last month. To account for the legacy of the former Communist regime
in Germany I add another dummy that takes on the value 1 if the respondent lived before 1990 in the
former East of Germany. Education is controlled for using six different indicator variables for school-
ing and distinguishes between having no school degree at all, having attended a 9 year middle school
(Hauptschule), a 10 year middle school (Realschule), a 12 year secondary school (Fachhochschulreife)
or having obtained the highest secondary school degree after 13 years of school (Abitur). Furthermore,
I control for five categories of religious affiliation which are protestant, catholic, any other Christian
religion, a different religion that is not Christian or none religious affiliation at all. Since my focus of
attention lies on the intergenerational transfer of individuals’ beliefs from their ancestors that have lived
in the particular historical territory many years ago, ideally I would like to consider only individuals for
which I can identify the historical territory of their ancestors residence during the 19th century. Unfortu-
nately, the SOEP data does not provide information about the location of ancestors. The second-best in
order to reduce a possible bias caused by migration is to delete foreigners, that is non-German citizens as
well as second generation immigrants, from the sample. These individuals most likely share a different

culture, traditions and norms that are linked to their country of origin.??
Table 1] about here

The current location of each individual is matched with the 16 historical territories for which historical
data is available, i.e. historical territories are matched to current districts. Historical borders match
remarkably well with current district borders and cut only through very few districts. Current districts
that straddle a historical border will be assigned to a historical region depending of the historical location
of the districts current capital. As historical controls I include the territories urbanization rate in 1850
to control for mere historical income differences across territories, the initial urbanization rate and the
share of protestants in 1800, the longitude and latitude of the territories’ capital and its distance to Paris.

The source for the historical data is Acemoglu et al. (2011).?* Table |1 provides summary statistics for

22Because of the confidentiality requirements of the data on this detailed regional level it was accessed via a remote access.

23 Against the deletion of immigrants one could argue, that past institutions persisted and influenced beliefs and values of all
citizens today. However, this is not the channel that is proposed here. In contrast, I argue that past institutions affected beliefs
and values in the past, and these attitudes persisted until today. See also Algan and Cahuc (2010) for the correlation between
trust of immigrants and trust in the home country.

24Table B.1 in the Appendix gives the territories included in the sample and the treatment.
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the individual data for both the complete and the border sample. After the deletion of immigrants and
those territories, for which historical data is not available, more than 15000 individuals are observed and

included in the complete sample.

3.2  Complete Sample Analysis

I will begin with estimating the effect of the Code Civil for current trust keeping a sample including all

German regions.

The following model is regressed:

Yign = a+ 6 xcivil, + X;,d,h * B+ ujg (1)

where Y; 5, measures one of the social capital related outcomes of individual i living in district d, be-
longing to historical territory h. civil;, measures the number of civil years in historical region h before

the year 1900. The matrix X; ;;, contains a list of individual controls, specified above.
Table 2 about here

Results of the regressions are displayed in Table 2] Column (1) shows the basic correlation between the
Code Civil and individual trust, only controlling for macro-region fixed effects for the four macro-regions
north, south, east and west. The coefficient is positive, and significant on the 1% significant level. Thus,
individual trust is increasing in the number of years the Code Civil was used. This finding is robust to
using cooperation and fairness as outcome variables in columns (2) and (3). I then add individual controls
(age, age sq., gender), economic controls (household income, unemployment dummy), 5 categories of
educational attainment and 4 categories of religious denomination. As it is visible from column (4), the
coefficient of the Code Civil treatment decreases slightly - both in its significance and magnitude. Having
applied the Code Civil for one standard deviation of about 37 years increases trust by 0.015 in absolute
terms, a 98 year treatment increases trust by on average 0.04, or 8 percent of a standard deviation of trust.
In column (7) I regress the same model but now using the proxy for family ties as dependent variable.
Since the link proposed here goes from institutional quality to cooperation and not to other attitudes,
such as attitudes towards family, I do not expect to find a significant correlation. Indeed, as column (7)
shows, the coefficient of interest is positive, but not significant. Next, I control for historical determinants

on the territory level. In particular, I include the urbanization rate and the share of protestants in 1800,
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the urbanization rate in 1850, the longitude and latitude of the historical territory, and the distance of its
capital to Paris. The share of protestants has been shown to be a good proxy for educational attainment
(Becker and Woessmann, [2009) and protestantism goes along with values favorable for cooperation
compared to catholicism (Alesina and La Ferrara, 2002; Tabellini, 2008)). Controlling for past influences
almost doubles the magnitude of the coefficient and increases its significance for all outcome variables,
as shown in columns (8) to (10). Having applied the Code Civil for a standard deviation of 37 years goes
along with 0.06 of a standard deviation higher level of trust, while 90 years go along with an increase
of 0.17 of a standard deviation in trust. To put this magnitude in relation, switching from catholicism to
protestantism increases individual trust on average by 0.006 of a standard deviation, being unemployed
reduces trust by 0.22 of a standard deviation, while having lived in the former GDR reduces trust by a

coefficient of 0.15 of a standard deviation in trust.

3.3 Robustness of the Complete Sample

I will perform additional regressions in the framework of the complete sample to show the robustness of
the results in different sub-samples. Restricting the sample provides furthermore a possibility to mitigate
possible endogeneity concerns related to the adoption of the Code Civil. In the first specification I will
drop the historical territories Baden and Saxony, which choose to adopt the Code Civil - although this
choice was severely constrained in the case of Baden. The finding of a positive, significant effect is robust
to this specification, as column (1) in Table3]show. Next, only regions are kept in the sample that either
adopted the Code Civil through Napoleonic occupation, adopted it voluntarily or at least prepared its
adoption, as the two members of the Confederation of the Rhine Bavaria and Hesse-Darmstadt, did. The
idea is to compare places that a/most got the Code Civil, with those having actually adopted it, removing
regions from the sample that rejected the Code Civil completely and did not consider its application.??

Thus, the sample is characterized by a lower degree of heterogeneity in the adoption decision. I still find

a positive, significant effect in column (2).
Table Blabout here

Going one step further, I consider only regions that adopted the Code Civil either voluntarily or prepared
to adopt it. This leaves me with the regions Baden, Bavaria and Hesse-Darmstadt. All three regions

where never directly occupied by Napoleon, but indirectly connected to the French Empire through the

25The classification of whether a region considered the Code’s adoption is taken from Arvind and Stirton (2010)
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Confederation of the Rhine, and as such pushed by the French Emperor to adopt its institutions. As
column (3) shows, Baden, the region that has actually adopted the Code Civil has significantly more trust
today. The estimated coefficient in column (4) shows that there exists a positive relationship between
the years of the Code Civil was in place and trust in a sample of regions that actually applied the Code
Civil for at least some years. This indicates that it is not the pure adoption of the Code Civil, but the
duration which matters for long-run changes in beliefs. Moreover, within a sample of regions that all
were occupied by the French Army in column (5) I find the same positive relationship between having
the duration of the Code Civil and trust today. While possibly all occupied regions experienced the same
Napoleonic effects of the occupation, those in which the Code Civil was used after the Napoleonic retreat
show higher trust today. Finally, within Prussia the positive association holds true (see column (6)), i.e.

holding kingdom characteristics constant from 1815 on.

3.4 Identification

Up to this point this section has established a robust positive association between the application of an
impartial legal enforcement institution in 19th century German regions and trust in different samples.
Two explanations can potentially account for this finding: First, treated regions were characterized by
higher levels of social capital before the treatment took place. In other words, the treatment was not
distributed independently of the initial culture. In that case, the results from the estimation only picks
up path dependencies reflecting pre-treatment differences. Second, regions started out with comparable
levels of social capital and the Napoleonic treatment influenced social capital levels positively, i.e. there

existed a causal effect.

In the following paragraphs I will show that the evidence from a border sample (3.5 and 3.6) and the
comparison of pre-treatment characteristics (3.7) point overwhelmingly towards the second explanation,
that is a true treatment effect. Treatment in this historical experiment contains the adoption and continu-
ation of the Code Civil. The evaluation of the historical literature, as described above, suggests that the
selection and occupation of the territories by the French Army was not driven by economic or cultural
factors, but by geo-political motives. Equally important for the identification strategy is the question why
regions that adopted the Code Civil did not continue its application after 1815. The historical sources
give rise to the interpretation that the continuation largely depended on the outcome of the political bar-
gain at the Congress of Vienna and the level of reform-mindedness of local autocratic rulers, most likely

at conflict with the preferences and values of their citizens.
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However, the treatment arguably is spatially clustered, as regions close to France have been more likely
to be treated.”® That implies that the complete sample specifications compare possibly heterogeneous
regions, geographically as well as culturally. Comparing a region located at the Baltic Sea with a region
in the South-West of Germany is problematic in several ways. Cultural differences might have been
fundamental, in a sense that those regions started out with different levels of social capital in the early
19th century. Differences in local characteristics, such as of geographical nature, e.g. the access to the
coast, and the paths of economic development undertaken are further potential influences of cooperation.

I would therefore like to compare more homogeneous, that is more closely located, regions.

I therefore restrict the sample to a border sample of individuals living in regions within a 50 km corridor
from the border, separating regions that applied the Code Civil for more than 90 years from those that
applied in only few year. This sample thus reduces heterogeneity in fundamental pre-treatment char-
acteristics, as closely located individuals can - in the absence of a treatment - be expected to express

relatively similar norms and values.

The border sample has two further interesting features, as it first defines the treatment only for regions
that adopted the Code Civil for a long time. If the institutional and legal reform had an effect on culture,
a slowly moving and hard to change variable, it is more likely that the effect of the Code Civil needed
several years to disperse. Indeed, Guiso, Sapienza, and Zingales (2008b) estimate, that a shock requires
about 75 years (2 to 3 generations) to have a long-lasting effect on social capital. The timespan of
the longest adoption of the Code in the sample, more than 90 years, fits very well to this estimation.
Furthermore, the border specification allows to analyze effects within current Federal States. Being a
federal republic, Germany has transferred some of its administrative duties to the sixteen federal states
(Lénder) that are, for example, in charge of the education system, but more relevant in this context the
police and court system. It is possible that current differences in the functioning of local institutions

influence social capital, and thus potentially bias the results.

3.5 Border Effects

The border sample analysis compares regions having applied the Code Civil on the East (left) side of the
border with regions having used either common law or the ALR on the West (right) side of the border. On

both sides of the border those regions are included in the border sample whose centroids have a maximal

261n the complete sample I partially account for this by controlling for the distance to Paris and measures for the longitude
and latitude.
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GIS measured distance of 50 km to the border. Figure[5|displays the spatial distribution of the treatment.
Figure[5]about here

In contrast to the the complete sample analysis, it is more natural to define the treatment as a dummy
variable that takes on the value 1 if the region is located on the left side of the border, and 0 otherwise.
I will refer to the first group as the treated and the latter as the untreated. The treated group kept the
Code Civil on average more than 90 years and thus significantly longer than the regions on the right of

the border. Summary Statistics for the border sample are also displayed in Table[I]
Table @] about here

Table 4] shows the results of the regressions conducted. The first regression includes all border locations,
even those located in Federal States without within state treatment variation. The coefficient of the
treatment border controlling for individual controls is positive and significant on the 1 percent level.
Individuals living in the treated regions, have on average a 0.04 higher level of trust. To be able to include
Federal States fixed effects, I restrict the sample so that only federal states with within variation in the
treatment remain. Consequently I keep only counties located in the territories Rhineland, Westphalia,
Mark, Baden and Wuerttemberg. In column (2) an identical model as in column (1) is regressed, this
time using the restricted sample. The results are comparable in magnitude, although with a coefficient
of 0.05 a bit higher and significant on the 1 percent level. Column (3) to (4) show the robustness of
this result using the other two social capital related questions as outcomes. Column (5) to (7) include
controls for religion, education, economic controls as well as Federal States fixed effects that account for
unobserved heterogeneity on the federal state level. The treatment variable stays positive and significant
for all outcomes. The magnitude of the effect for trust (0.049) is larger then the influence of the personal
controls and religion, but smaller then the effect of education and economic controls. Having applied
the Code Civil results in about 0.1 of a standard deviation higher trust today. When the same model is
regressed using family values as a counterfactual attitude, I do not find a significant difference between
treated and untreated regions. This again supports the peculiar impact of the quality of institutions on
cooperation. In column (9), only the two historical regions Rhineland and Westphalia are compared,
thus excluding Baden, and Wuerttemberg. The exclusion follows the same reasoning as in the complete
sample analysis, as Baden, which did not directly adopt the Code Civil through French occupation,
is dropped. It is a particularly interesting specification as it allows to identify within Prussia effects,

as both, Rhineland and Westphalia were part of Prussia after 1815. In other words, holding all other
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common Prussian characteristics constant, the estimation produces a positive and significant coefficient.
Finally, column (10) includes urbanization in 1850 as a control. The result is robust to include alternative
historical controls, one by one, as shown in Table 5] Including those controls leads the coefficient to
decrease slightly, as well as its significance. The weaker results can be attributed to the limited regional

variation in this specification with only 5 historical territories.
Table 3l about here

I find very similar results in a standard spatial regression discontinuity design, controlling for the dis-

tance, its square and distance interacted with the treatment variable, as shown in Table @

Table [6] about here

3.6 Moving the Border

In this subsection I conduct a falsification exercise similar to Becker et al. (2011a). The goal is to support
the identification of causal link, i.e. to show that the treatment effect found in the previous subsection
does not reflect a general West-East pattern, but a genuine treatment effect. To generate a false treatment
the border is moved twice. The first time it is moved outwards, that is to the North-East. This allows
to generate a placebo treatment comparing individuals living in regions unaffected by the true treatment
on both sides of the border. Then the border is moved inwards, that is to the South-West, so to compare
regions that have been treated on each side of the border. In both cases one would expect to find a non-
significant treatment effect. For the outwards shift because there did not exist a true long-term Napoleonic
treatment. For the inward shift because actually treated regions should be similar with respect to trust
levels. I construct two new borderlines, each being the joint outline of the regions included in the original
border sample. For the inward shift this is the common outline of the treated, for the outward shift this is
the common outline of the untreated group. I then follow the procedure above and include regions that
are located within a 50 km band on each side of the border, only keeping federal states having within
state variation in the placebo treatment. Regions on the left to the border are considered as having been
treated by an improvement in the law enforcement. See Figure [0] for a graphical representation of the

regions included in the different samples.

Figure[6]about here
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If the results found in the previous section are due to the true treatment moving the border and performing
the same regressions as above should not display an effect of the fictitious treatment variable on social
capital outcomes. Since no treatment took place in the regions that are placebo treated, they should not

differ significantly in the outcome variables.
Table[7labout here

Results from this falsification test are shown in Table[7] Columns (1) to (4) display the results from mov-
ing the border outwards, columns (5) to (7) respectively the results from a moving the border inwards. As
it can be seen from columns (1), the one border movement suggests no statistically significant difference
in the way people trust between placebo treated regions and controls. The coefficient is already small and
increases further when state fixed effects are included in column (2). Controlling for other influences on
the individual level only leads to a change in the sign of the treatment coefficient in column (3). Finally,
including historical controls for initial shares of protestantism and urbanization rates do not change the

result, as shown in column (4).

The finding of a non-significant treatment effect holds true for regressions of the treatment generated
from moving the border inwards. While the coefficient of the fictitious treatment variable is now con-
stantly negative, it is still insignificant, as shown in column (5). This is robust to including Federal States
fixed effects in column (6), to control for further covariates in column (7) and for historical controls in
column (8). This exercise allows to infer that only in the original border specification, using the correct
border treatment, there exists a positive, significant and positive treatment effect for regions on the left
of the border. Hence, the falsification tests and the original results suggest a peculiarity attributable to

the Napoleonic influence.

3.7 Comparing Pre-Treatment Characteristics

While the border sample already cancels out much of pre-treatment heterogeneity, it is still possible
that differences in initial regional characteristics drive my results. Ideally I would like to observe and
compare regional pre-treatment levels of social capital. Since this is not possible given the lack of data,
comparing pre-treatment characteristics that have been shown to be able to explain social capital levels in
different contexts is the best feasible alternative. For this purpose I assembled data on several dimensions
having been identified in the literature to matter for social capital levels and at the same time might give

further insights about the reception of the Code Civil. For some variables this data is only available at
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the provincial level, and the limited number of observations make statistical tests inaccurate and to be
interpreted carefully. Other variables are available on the city level such that common statistical mean
comparison tests can be meaningfully interpreted. Table [§] reports the pre-treatment mean comparisons

of those variables.
Table [8] about here

For the variables on the territory level and the complete sample shown in column (1) and (2), one can
note that only for the number of years the French Army was present in a territory there exists a sta-
tistically significant difference. Treated regions were significantly longer occupied by the Napoleonic
Army, which thus had more time to install the institutions properly. Second, treated regions are located
closer to Paris, a characteristic important for whether a region was actually occupied or not.?” Third, the
number of territories from which the regions were created is larger in the treated regions. Changing the
institutions and going back to old institutions after the Napoleonic occupation was therefore much more
costly in the light of the integration of those many small states.”® The comparison of the urbanization
measures suggest that the treated regions were less urbanized before 1800. The literature on the determi-
nants of social capital usually claims, that protestantism is favorable for social attitudes and cooperation
(Alesina and La Ferrara,|[2002; Tabellini, 2008)). Thus, there exists a difference, while not significant, but
unfavorable for social capital levels in the treated group. While I report the same comparisons for the
regions of the border sample in column (3) and (4), the interpretation is not very meaningful given the

tiny sample size.

Next, I investigate city level data taken from Jacob (2010) for a maximum of 364 cities located in the
sample territories. Results are shown in the lower panel of Table[8] The data contains information about
whether the city was a free city, belonged to the Hanseatic Trade Cities, or was the seat of a bishop. I add
a fourth variable identifying the existence of universities before 1800. In the spirit of Guiso, Sapienza,
and Zingales (2008a) and Jacob (2010), past institutional characteristics associated with the free cities
and the associated creation of norms of cooperation could have led to divergences in social capital levels
before 1800. However, neither the treated nor untreated group had on average significantly more free city

states. As important as the free cities might have been the presence of the Hanseatic Cities, a corporation

27n contrast, one could reasonably assume, that, because of the closeness to France, people in the Western territory were
much more in favor of the Revolutionary ideas when it break out in 1789, and thus much more involved in political activities,
such as being member of Jacobin clubs. This was not the case. In the Rhineland for example, “there were hardly any local
Jacobins or self-styled patriots sympathetic to the Revolution” (Doyle, (1990, p. 352) compared to other parts of Germany, and
even if, these groups were small and consistent only of “scattered individual activists” (Sperber, |1992| p. 489).

28That a unified legal code made the integration of additionally gained territories easier was also emphasized by several
scholars (see e.g. Becker, [1985; Arvind and Stirton, [2010).
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where cooperative cultural traits potentially have been fostered through its trade activities. Jacob (2010)
for example finds that former Hanseatic cities show higher levels of social capital today. However, a the
t-test indicates, significantly less of the cities in the treated regions were Hanseatic cities. A further city
characteristic that is a positive correlate of social capital is the presence of a bishop. Again, I do not find
any significant differences between treated and untreated cities. The same holds for the presence of early

universities.

This simple exercise gives suggestive evidence that there was no clustering of important observable
determinants of social capital in the treated regions. The most plausible explanations for the persistence
of the Code Civil in some regions are thus the French occupation, as well as political factors, keeping in

mind that the role of initial cultural differences cannot entirely be ruled out.?

3.8 Alternative explanations

I briefly discuss three alternative reforms Napoleon undertook that my treatment variable could capture,

besides the effect of the Code Civil.

Education The educational reforms initiated by the French Emperor, particularly in the Rhineland,
aimed at rearranging the school system to become free, equal and secular, introducing new school types,
and teaching French as the territories’ official language (Rowe, [2003] p. 120). This was the theory. In
practice, however, the reform was a failure. Shortage of teacher and money led to the decay of the school
system.® With regard to higher education, the only academy created was the law school in Koblenz
(Rowe, 2003, p. 137). When Prussia took over the territory of the Rhine, it pushed back the leftovers of
the French rule, adapted the school system to the Prussian, and opened universities as in Bonn to educate

new bureaucrats for the Empire (Rowe, [2003| p. 134).

Administration Another Napoleonic reform consisted in the introduction of the civil administration
and its centralization. The new Prussian rulers, however, reformed the local and provincial government

immediately after the takeover of the Rhineland in April 1815. While the very local administration

29 Arvind and Stirton (2010) research the question, what makes a region keep the Code Civil after the Napoleonic invasion.
They find that there is no single factor explaining the reception of the legal Code. Rather a set of factors was responsible,
including amongst others direct French control, and the number of territories the region gained in 1815. Direct French control
is surely an important factor, as well as the number of years the Code Civil was in in force before 1815. Those aspects made it
more costly to abandon the Code Civil afterwards.

301n the Rhineland three forth of the population could not read and write in 1814 and regular schooling was an exception
(Schmenk, 2008} p. 232)
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system was continued, i.e. on the level of the mayoralty, superior administration levels were adapted
to the Prussian one, which itself had introduced a civil administration under its reformer Stein in the

meantime (Rowe, |2003)).

Political Rights Changes in the elite structure might have led to a new balance of power and an increase
in citizens’ political rights. As the Rhineland was given to Prussia, its citizens ended up having the same
political rights as other Prussians. While the Prussian King promised to introduce a constitution and to
introduce a supra-regional parliament in 1815, he did not keep it. The lack of political rights is consistent

with recent data collected.?!

These examples suggest that only the Code Civil endured the immediate period of French occupation
and could therefore impact beliefs in the long-run. Furthermore, the results of the both the complete and

border sample hold true even within Prussia, that is holding those variables constant

4 TRADE EMPLOYMENT AND SOCIAL CAPITAL IN 19TH CENTURY

PRUSSIA

The results from the previous estimations have shown that regions that applied the Napoleonic institu-
tions throughout the 19th century have higher levels of trust, more than 200 years after its installment.
However, 200 years is an enormous time span, and other shocks happening had the potential to destroy
or to generate social capital. The following section thus has two aims: It first aims at giving support
for the proposed channel going through economic cooperation, and second to show immediate spillover
effects on cooperation outside the work environment. It will do so by looking at employment in trade,
manufacturing and craft, as well as at 19th century associational participation within a sample of Prussian

counties.

I will begin by investigating a possible link between the Napoleonic institutions and employment in
trade, manufacturing and craft in 19th century Prussia. It is reasonable to expect the Code Civil to
having had a positive influence on commercial activities. Already Adam (Smith, [1776| p. 862) stressed

the importance of institutions for “[cJommerce and manufactures [to] flourish”, Milgrom, North, and

31 Tabellini (2010) measured the constraints of the executive on the regional level in 1800 and 1850 on scale from 1 (no
constraints) to 7 (democracy) and reports for both dates a value of 1 for the Rhineland and 2 for Baden. This is very much in
line with the quality of other German regions at that time, ranging from a minimum of 1 to a sample maximum of 3 (Bavaria)
and and an overall maximum of 4 (Bremen, Hamburg).
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Weingast (1990) emphasized the role of the medieval merchant courts for the evolution of interpersonal
exchange, De Long and Shleifer (1993) those of constraints on the executive for city growth and more
recently Cantoni and Yuchtman (2012)) show that legal training in Universities and subsequent evolution
of legal institutions was causing greater market activity in medieval Germany. Closest to this paper is
of course Acemoglu et al. (2011, who established a relation between the Napoleonic institutions and
urbanization rates. I use the share of people working in trade related jobs, such as goods or money
trader, as a proxy for trade in mid-19th century Prussia. Trade, however, only measures the last step
of the production chain and therefore underestimates economic cooperation. To capture broader effects
on economic interaction, I include additionally employment in factories and craft. Trade, manufacturing
and craft professions naturally require not only a high degree of cooperation and trust, but they also profit

the most from a third party enforcement institutions.

As work-related cooperation increases, cooperation outside the workplace should be affected, too.
Outside-workplace cooperation basically includes all cooperative actions outside professional activities
that do not have the aim of an (immediate) economic payoff. This includes the participation in associa-
tions, or other forms of voluntary or political engagements characterizing an active civil society.’? Three
main forms of associations existed in 19th century Prussia. Those were the singer clubs, the gymnasts,
and the shooters (often jointly referred to as the “cloverleaf”) (Klenke, [1998, p. 20). Those clubs were
engaged in all kinds of community life, especially important for organizing big folk festivals (Klenke,
1998l p. 20). The markmen’s festival (Schiitzenfest), organized by the shooters were attracting some-
times hundreds of people. Data is available for two of the three kinds of associations, used as a proxy
for social capital in the 19th century. In particular, I look at the number of gymnast clubs in a cross-
section of Prussian counties. Gymnast clubs have another interesting feature I will make use of. Besides
being a sports association in which people where doing gymnastic exercises, they were also providing
a public good, as volunteer gymnast fire departments (Turnfeuerwehren) were created out of them. As
such they are the predecessors of contemporaneous volunteer fire departments. Since gymnasts were
in good shape, they were best suited to do the demanding job of a firemen at that time, which required
to run the hand-operated fire-engine and climbing into houses. Thus, many gymnast clubs created fire
departments where members worked voluntarily as firemen. The second data set being used is listing
the foundation of shooting associations from 1700 to 1900 for each county in the two Prussian provinces

Rhineland and Westphalia. I will analyze the development of shooting associations in the neighboring

32 Associational membership has been used in several contributions to proxy for contemporaneous and historical levels of
social capital. The idea that social capital can be measured by the degree of associational activity goes back to Putnam (1994)).
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regions Rhineland, which kept the Code Civil, and Westphalia, which did not. One would expect a

positive association between the Napoleonic institutions on the number of associations created.

4.1 Historical Data

The detailed historical data sources and the variables constructed out of them are listed in the following.

Trade Occupation, Income, Religion, Education, Population in 19th century Prussia The first set of
data covers employment shares and controls to be used on the county level in 19th century Prussia.
Starting in 1816, the Royal Prussian Statistical Office collected throughout the 19th century data on
population, education, religious denomination, occupation, and tax income. Several different waves of
the Prussian Statistics are used and combined. For measuring the development of the trade sector in 19th
century, I use the data on occupation gathered in 1849. The data lists the number of people working
in trade related jobs, such as wholesaler, mercer, spice-trader, or broker, and other occupations, such
as civil servants or servants “for the convenience of the lordship”. My measure of trade occupations,
Trade, divides the total number of people working in trade related jobs by the county’s population. I
also use the per capita share of individuals employed in factories, except mills, in 1849 as a measure
of industrialization, following Becker, Hornung, and Woessmann (2011b). I label this variable Factory.
Furthermore, the variable Craft gives per capita share of employment in craft, and encompasses jobs as
baker, tailor or music instrument maker. 7rFaCr combines the previous three variables. Counterfactuals,
on which no effects are expected, are the number of people working as civil servants as a share of the
population, and the number of male servants per capita. Several controls taken from the 1864 dataset
are included, such as the share of Protestant and Jewish population, the share of females, the number
of elementary schools per capita. Following Becker and Woessmann (2009)), the counties’ income tax
per capita in 1878 will proxy for per capita economic prosperity. The source of the data is Becker et al.
(2012), who compiled the data from the original Prussian statistics. Furthermore, I assign to every county

its geographic location, that is a measure for longitude and latitude.??

Gymnasts and Volunteer Fire Departments The source for the gymnasts clubs and the fire departments
is the Second Statistical Yearbook of German Gymnast Clubs (Zweites statistisches Jahrbuch Deutscher

Turnvereine) from 1865 (Hirth, [1865).* Tt lists all German gymnast clubs existing at that time and

33Table B.2 in the Appendix lists the territories included in the sample and the treatment.
34See Data Appendix for further information.
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furthermore provides information on whether the club had a fire department, and if yes, the number of
firemen. From this data, I construct the per capita amount of firemen per county, Firemen p.c., as a first

measure of social capital, and second the total number of clubs per county, labeled No of Clubs.

Shooting Associations As a last measure of social capital for 19th century Germany, I use a dataset
for the two Prussian provinces Rhineland and Westphalia that contains the number of German shooting
associations (Schiitzenvereine) founded per county from the Middle Ages to 1939 at a yearly level.
I use the years from 1700 to 1900. The source is Plett (1991), who gathered this data by directly by

surveying current day shooting clubs about their year of foundation. In the data, a club is reported to

exist in year t, if its date of foundation falls in this year.
Summary Statistics for the variables generated out of the historical data sources are displayed in Table [0}

Table [0 about here

4.2 The Impact on Trade, Factory and Craft Employment

Table [10]displays the regression results of estimating the following model:
Yep = a+d*codec + X;/p * B+ ey 2)

where Y , gives the relative occupational share in county c located in Prussian province p. The variable
code. is a dummy indicating whether county c used the code civil or not. X/C,p includes the controls listed

above.
Table [10] about here

Counties applying the Code Civil are associated with a significantly higher occupational share in trade,
see column (1). Conditionally on other controls, adopting the Code Civil goes along with an increase
in the trade share by 0.004 in absolute values (column (2)), or about 0.66 of a standard deviation in
trade. Treated regions also have higher levels of industrialization, as measured by the per capita share
of employment in factories (column (3)) and a higher share craftsmen (column (4)). The effects are
equally large, as adopting the Code Civil increases factory and craft employment by about 50 percent

of the relevant standard deviation. They are furthermore comparable both in magnitude and significance

35See Data Appendix for further information.
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to those using the composition of trade, factor employment and craft as dependent variable in columns
(5) and (6). Making use of the counterfactuals, I run the regression with the share of civil servants
and servants as dependent variables. The regressions, see columns (7) and (8), report non-significant,
negative associations between the Code Civil and the employment share in the civil sector, as well as the

per capita share of servants.

4.3 The Impact on Gymnast Clubs and Volunteer Fire Departments

To assess the impact on the number of gymnast clubs and firemen, the following model is regressed:
Gep = &+ J * code. + X’C,p * B+ ucp 3)

where G, is one of the following dependent variables measured in county c in province p: Member
p.c. gives the per capita share of members in gymnast clubs. Firemen p.c. gives the per capita share of
voluntary firemen per county. Member gives the total number members in gymnast clubs. Firemen gives
the total number volunteer firemen per county. The variable code, is a dummy indicating whether county

c used the code civil or not. X;,p includes the controls listed above.
Table[I1]about here

As Table[IT|shows, there exists a positive correlation between the Code Civil and gymnast club member-
ship, as well as volunteer firemen departments. Columns (1) and (2) indicate that in counties applying
the Napoleonic legal code, the per capita share of club members and firemen is higher. Switching from 0
(no Code) to 1 (adopting the Code) increases the participation in gymnast clubs per capita by on average
about 35 percent of its sample mean. The number of volunteer firemen per capita increases by a magni-
tude of on average 20 percent of the sample mean for regions that adopted the Code Civil. This finding
is robust to using total numbers of members and firemen, as columns (3) and (4) show, and population is
controlled for. When education and the share of females are included in the regression, the coefficients

of interest stay significant on the 10 percent significance level in column (5), as well as in column (6).

Finally, regressions of the social capital measures on economic cooperation display a strong positive
correlation of membership in gymnast clubs, as well as voluntary participation as firemen, with trade and
factory employment. Table[I2]shows this correlation in columns (1) to (6), which is robust to including

potential covariates in columns (7) to (12).
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Table[12] about here

4.4 The Impact on Shooting Associations

To test empirically if the Napoleonic treatment in the Rhineland resulted in a higher number of shooting
clubs founded per year compared to Westphalia, I use the foundation dates of shooting clubs available
in a panel of 128 districts and an annual time period from 1700 to 1900. I aggregate the data on the
district level into four different periods composed of 50 years, i.e. 1700 — 1750, 1750 — 1800, 1800 —
1850 and 1850 — 1900.%¢ T run a set of binary regressions - equivalent to simple t-tests - comparing the

mean number of clubs founded per province per period. Results are shown in Table[13].
Table [I3]about here

The results indicate that both provinces did not differ significantly in the average number of clubs founded
during the period from 1700 to 1750. However, starting from the second period I find a significant
differences between the two provinces. From 1750 to 1800 on average an addition of 0.3 shooting clubs
per district were founded in Westphalia. The negative difference aggravates in the period between 1800
and 1850. Only from 1850 onwards, a the sign of the mean difference changes and gets positive. From
1850, more clubs were founded in the Rhineland using the Code Civil then in the neighboring province
of Westphalia.’’ The same pattern shows up when the lagged cumulative number of clubs per district
is controlled for in Panel B. On the one hand should be cautious generalizing those results, as the type
of association is particular. An explanation for the spike in the number of clubs founded in Westphalia
in the years from 1800 to 1850 could, for example, be the high number of veterans returning from the
Napoleonic wars. On the other hand, the evidence shows roughly the expected pattern. While before
1800 there was no or even a negative different in associations in the Rhineland vs Westphalia, this trend

turns during the 19th century.

4.5  Summary: Trade and Associations in 19th century Prussia

This section using historical social capital supports the findings described in section 3. Although each

regression by itself might have drawbacks, as they do not account for unobserved heterogeneity on the

36The reason for aggregating the data rather than running a panel regression comes from the concern that in a panel re-
gression, serial and spatial correlation potentially bias the estimation results. With only two cross-sectional units for which the
treatment varies, and thus only two potentially cluster, clustering is in this case not a feasible option to account for this. See
also Bertrand, Duflo, and Mullainathan (2003).

37Running regressions with panel data produces the same results.
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county (or province) level by applying county level (or provincial level) fixed effects as two of the regres-
sions use cross-sectional data, the overall picture points in one direction: Those Prussian counties that
belonged to the province of Rhineland and that kept the Code Civil, have had both a higher share of peo-
ple engaging in impersonal trade, factory work and craft, and at the same time more engagement in civic
associations. Assuming that all counties started out with comparable characteristics before Napoleon
imposed the Code Civil to those regions, the increase in institutional quality causally impacted trade and
associational participation. Those effects give a rational for the observed differences in contemporaneous

differences in trust.

Lastly, one could ask if there is evidence that cooperation persisted. Putnam (1994)) for example shows
remarkable persistence of associational participation in Italy between 1900 and 1970 by using compa-
rable measures of club membership. To elicit persistence of cooperation, I therefore regress individual
responses for Trust on the employment shares, as well as per capita firemen and gymnast membership in

19th century Prussia.
Table [14] about here

Table [T4] displays that only the employment shares can explain current trust significantly (see columns
(1) -(6)). Both, firemen and membership do not show any significant association. One explanation for the
latter might be that the share of people that were actually engaged in historical associations are relatively
low and that historical and current indicators of social capital used are quite different. The positive
association between current trust and past employment holds even when the entire set of individual
controls is included in the regressions (see columns (7) - (12)). It seems that, consistent with my initial

hypothesis, economic exchange played an important role for generating trust.

5 CONCLUSION

This paper provides evidence that impartial legal enforcement institutions can increase norms of trust
and cooperation on the very local level. I explored variation in the quality of legal institutions generated
by the historical experiment of the introduction of the Code Civil in 19th century Germany. Results
obtained from the empirical analysis documented a strong complementarity between having applied the
Code Civil and contemporaneous norms of cooperation in the German SOEP dataset. Identification from

individuals living in closely located border regions, a falsification test consisting in moving the border, the
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comparison of pre-treatment characteristics, and the discussion of alternative possible influences point
towards a causal interpretation of these findings. In addition, the same positive relationship is obtained
from an additional source of evidence drawn from trade and social capital measures in 19th century
Prussia. The findings suggest persistence of values even within a contemporaneous country’s unified
legal framework and relates to the striking persistent effects of institutions described in the literature. As
beliefs generated by a strong law persist in this example, persistence of norms should be exacerbated in
societies where formal institutions persisted to be weak. Consequently, mistrust generated in the past by
a lax rule of law is one likely channel explaining current institutional failure characterizing many less

developed countries.

A remark on the interaction between institutions, social capital and growth concludes the paper. The
Napoleonic institutions did not only affect the social structure of the affected societies, those regions
also experienced higher economic growth than their untreated counterparts, as Acemoglu et al. (2011)
have shown. A joint feature of most contributions researching the effect of institutions on economic
outcomes is, however, that the question how better institutional environments transform into faster eco-
nomic growth remains unanswered. While the impact of institutions on aggregated economic outcomes
is convincingly established, whether institutions affect individual behavior of cooperation necessary for
economic transactions is unclear. Linking my results to this paper, an appealing conclusion would be
to emphasize the effects of institutions on individual cooperative behavior and the creation of norms of
cooperation and trust as a rational for this relationship, i.e. this “missing channel”. The “environment
conducive to innovation and entrepreneurial activity” the Code Civil created according to Acemoglu et al.
(2011)), does then, besides the institutional framework, include norms and values favorable to economic
growth generated by those institutions. Thus, the Napoleonic institutions might have kicked off a feed-
back loop between norms of trust and economic payoffs, reinforcing each other mutually. To a certain
extent this remains speculation, as the question whether institutions are linked to economic outcomes
through the formation of social capital has not be answered quantitatively in this paper. Certainly, this is

an interesting avenue for further research.

Taken together, the results indicate that increasing the quality of legal institutions and allowing people to
interact economically has beneficial effects for interpersonal trust. This can amplify the positive effect

institutions have for economic development.
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A TABLES

Table 1: Summary Statistics: Individual Data

Full Sample Border =0 Border = 1

N Mean StDev Min Max N Mean StDev N Mean StDev
Treatment
Code Civil 15096 24.306 37.246 0 98 2644 3.394 4.434 2334 95.820 3.563
Border 2644 0 0 2334 1 0
Dependent variables
Trust 15096 2.318 0.535 1 4 2644 2.333 0.543 2334 2.376 0.553
Fair 15096 0.536 0.499 0 1 2644 0.559 0.497 2334 0.585 0.493
Help 15096 0.362 0.481 0 1 2644 0.356 0.479 2334 0.435 0.496
Family 15039 2.725 0.932 1 5 2630 2.722 0.912 2326 2.709 0.970
Control variables
Personal Characteristics
Age 15096 47.648 17.206 17 100 2644 47.402 16.937 2334 47.758 17.235
Age sq. 15096 2566.324 1717.515 289 10000 2644 2533.705 1682.267 2334 2577.733 1752.774
Male 15096 0.486 0.5 0 1 2644 0.486 0.5 2334 0.484 0.5
GDR before 1990 15096 0.288 0.453 0 1 2644 0.042 0.201 2334 0.036 0.186
Economic Controls
HH income 15096 2864.587 2081.275 0 85000 2644 3155.902 2042.265 2334 3147.819 1931.394
Unemployment 15096 0.065 0.247 0 1 2644 0.039 0.194 2334 0.042 0.201
Education
Secondary School (13 years) 15096 0.212 0.409 0 1 2644 0.213 0.410 2334 0.243 0.429
Secondary School (12 years) 15096 0.052 0.222 0 1 2644 0.061 0.238 2334 0.067 0.250
Middle School (10 years) 15096 0.313 0.464 0 1 2644 0.266 0.442 2334 0.241 0.428
Middle School (9 years) 15096 0.373 0.484 0 1 2644 0.404 0.491 2334 0.404 0.491
Other degree 15096 0.011 0.105 0 1 2644 0.009 0.093 2334 0.009 0.097
No degree 15096 0.038 0.192 0 1 2644 0.046 0.209 2334 0.036 0.187
Religion
Protestant 15096 0.358 0.479 0 1 2644 0.424 0.494 2334 0.370 0.483
Catholic 15096 0.306 0.461 0 1 2644 0.359 0.480 2334 0.452 0.498
Other Christian 15096 0.009 0.092 0 1 2644 0.019 0.135 2334 0.005 0.069
Other Non-Christian 15096 0.005 0.069 0 1 2644 0.009 0.093 2334 0.005 0.072
None 15096 0.323 0.467 0 1 2644 0.189 0.392 2334 0.169 0.375
Historical Controls
Urbrate 1800 15096 11.238 5.321 3.336  22.500 2644 6.426 1.477 2334 11.506 4.071
Protestant1800 15096 0.591 0.365 0.050 1 2644 0.554 0.203 2334 0.298 0.093
Urbrate 1850 15096 15.700 7.973 5.442  33.291 2644 8.212 2.821 2334 16.190 4.926
Latitude 15096 50.743 1.733 48.133 54.517
Longitude 15096 10.195 2.131 7.600 13.733
Dist. Paris 15096 626.422 162.176  403.661 851.013
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Table 2: Complete Sample

M 2 3) (C)) 5 (0) @) ®) ©)) (10
Trust Help Fair Trust Help Fair  Family Trust Help Fair
Code Civil (x100) 0.0465*** 0.0852*** (0.0338** 0.0420* 0.0821*** 0.0307* 0.00293 0.0887*** 0.149%* * (0.0476%**

(0.0150)  (0.0232) (0.0133) (0.0208) (0.0244) (0.0157) (0.0319) (0.0271) (0.0389) (0.0142)

Individual Controls No No No Yes Yes Yes Yes Yes Yes Yes
Religion (4 categories) No No No Yes Yes Yes Yes Yes Yes Yes
Education (5 categories) No No No Yes Yes Yes Yes Yes Yes Yes
Economic controls No No No Yes Yes Yes Yes Yes Yes Yes
Historical Controls No No No No No No No Yes Yes Yes
Macroregion FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Observations 15096 15096 15096 15096 15096 15096 15039 15096 15096 15096
R-Squared 0.013 0.008 0.009 0.075 0.045 0.042  0.024 0.077 0.048 0.043

Notes: OLS regressions. Dependent variables: Trust is the average of answers given to the following questions: “On the whole one cannot trust people”,
“Nowadays one can’t rely on anyone” “If one is dealing with strangers, it is better to be careful before one can trust them”. Help: The question asks
“Would you say that for most of the time, people...”” and the variable takes on the value 1 for a the response “attempt to be helpful” and 0 for the response
“or only act in their own interests”. Fair: The question asks “Do you believe that most people...” and the variable takes on the value O for a the response
“would exploit you if they had the opportunity” and 1 for the response “or would attempt to be fair towards you”. Family: The question asks “Please
indicate how often you take part in each activity: Visits to and from family members and relatives”. The variable is measured of a 5 point scale, where 1
indicates “daily”, 2 “at least once a week”, 3 “at least once a month”, 4 “seldom”, 5 “never”. Source: German Socio-Economic Panel, wave 2003.
Historical controls include the longitude and latitude of the historical territory, the share of protestants in 1800, the urbanization rates in 1800 and 1850,
as well as the territory’s distance to Paris.

Heteroscedastic-robust standard errors in parentheses, clustered at the historical territory. * p < 0.10, ** p < 0.05, *** p < 0.01
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Table 5: Border Sample: Robustness to Alternative Historical Controls

(H (2) 3) )
Trust Trust Trust Trust
Border 0.0392%* 0.0407%** 0.0478%** 0.0502%*
(0.0207) (0.0199) (0.0200) (0.0281)
Urbrate 1850 0.00169
(0.00216)
Urbrate 1800 - 1900 0.0007
(0.001)
Urbrate 1700 - 1800 0.0003
(0.004)
Share of Protestants 1800 0.0071
(0.092)
N 4031 4031 4031 4031
R? 0.071 0.071 0.071 0.071

Notes: OLS regressions. Dependent variables: Trust is the average of answers given to the following
questions: “On the whole one cannot trust people”, “Nowadays one can’t rely on anyone” “If one is
dealing with strangers, it is better to be careful before one can trust them”. Source: German Socio-
Economic Panel, wave 2003.

Heteroscedastic-robust standard errors in parentheses. * p < 0.10, ** p < 0.05, *** p < 0.01
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Table 7: Moving the Border

Moving border outwards Moving border inwards
(D 2 (3) C)] ) (6) @) (®)
Trust Trust Trust Trust Trust Trust Trust Trust
Border Outwards 0.0219 0.00504 -0.00646 -0.00248

(0.0195) (0.0228) (0.0222) (0.0228)

Border Inwards -0.0135 -0.0110 -0.0278 -0.00182
(0.0292) (0.0294) (0.0291) (0.0292)

Individual Controls Yes Yes Yes Yes Yes Yes Yes Yes
Religion (4 categories) No No Yes Yes No No Yes Yes
Education (5 categories) No No Yes Yes No No Yes Yes
Economic Controls No No Yes Yes No No Yes Yes
Urbrate1850 No No No Yes No No No Yes
Fed. State FE No Yes Yes Yes No Yes Yes Yes
Observations 3,265 3,265 3,265 3,265 2,307 2,307 2,307 2,307
R-squared 0.001 0.008 0.076 0.076 0.008 0.008 0.065 0.074

Notes: OLS regressions. Dependent variables: Trust is the average of answers given to the following questions: “On the whole one cannot trust people”, “Nowadays
one can’t rely on anyone” “If one is dealing with strangers, it is better to be careful before one can trust them”. Source: German Socio-Economic Panel, wave
2003.

Historical Controls include the share of protestants and the rate of urbanization in 1800.

Heteroscedastic-robust standard errors in parentheses. * p < 0.10, ** p < 0.05, *** p < 0.01
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Table 8: Pre-Treatment Mean Comparisons

Complete Sample Territories in Border Sample

Mean diff. t-stat. Mean diff. t-stat.
Territory level
Years French Presence 6.750* (2.04) 9.667 (1.14)
Distance to Paris -113.1 (-1.26) S71.23%* (-5.19)
No of Territories 14.17 (1.65) -4.667 (-0.35)
Latitude -1.655 (-1.69) -0.813 (-0.63)
Longitude -0.481 (-0.42) -0.265 (-0.39)
Urbrate 1800 -0.0447 (-0.01) 1.827 (0.48)
Urbrate 1700-1800 -0.704 (-0.22) 1.261 (0.35)
Population 1700-1800 320669.0 (1.33) 87651.4 (0.16)
Share of protestants 1800 -0.237 (-1.36) -0.183 (-1.12)
Observations 17 5
City level
Free cities 0.0288 (0.75) 0.0644 (1.04)
Free cities (weight pop). 0.186 (0.01) 11.64 (0.68)
Hansa Cities -0.295%** (-5.90) -0.390*** (-5.32)
Hansa Cities (weight pop) -23.85 (-1.53) -16.76 (-0.85)
Bishop Cities -0.0417 (-1.33) 0.0417 (1.15)
Bishop Cities (weight pop) -4.641 (-0.36) 17.65 (1.24)
Universities -0.0248 (-0.75) 0 (0.00)
Observations 364 154

Notes: This table reports mean comparisons of several variables measured at the territory level (upper panel)
and the city level (lower panel). Treatment is defined to be equal to 1 for the territories Baden, Bavarian
Palatinate, Rhineland and Saxony in the complete sample and Baden, Bavarian Palatinate and Rhineland in
the border sample. Columns (2) and (4) report mean differences, defined as the difference between the mean
of a variable for the treated group subtracted by the mean of the same variable for the untreated group. ¢
statistics in parentheses. * p < 0.10, ** p < 0.05, *** p < 0.01.
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Table 9: Summary Statistics: Historical Data

Mean Std. Dev. Min. Max. N
Employment Shares
Tade 0.009 0.005 0.001 0.034 323
Factory 0.032 0.055 0.001 0.488 323
Craft 0.198 0.1 0.041 0.872 323
TrFaCr 0.094 0.071 0.015 0.559 323
Civil .0001 .0002 0 0.003 324
Servants 0.009 0.009 0 0.084 324
Other Regional Characteristics
Share of Protestants 0.595 0.388 0.002 0.997 324
Share of Jews 0.011 0.013 0 0.082 324
Share of Female Population 0.503 0.011 0.465 0.526 324
Total Population (In) 10.842 0.375 9.582 12.388 324
Income 0.594 0.41 0.052 3.805 324
Elementary Schools p.c. 0.001 .0005 .0004 0.003 324
Longitude 8.221 26.442 -159.393 141.95 324
Latitude 50.492 7.065 -16.162 77.383 324
Gymnast Clubs and Firemen
Firemen p.c. (x100) 0.04 0.08 0 0.7 234
Member p.c. (x100) 0.3 0.21 0.0041 1.2 234
Member 176.90 187.2 4 1761 234
Firemen 25.24 51.41 0 358 234
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Table 11: Code Civil and 19th Century Associational Participation

Q)] ) 3) (C)) (5) (6)
Member p.c. Firemen p.c. Firemen Member Member p.c. Firemen p.c.

(x100) (x100) (x100) (x100)
Code Civil 0.109%** 0.008* 15.089%** 125.874%*%* 0.077* 0.012*

(0.032) (0.004) (3.725) (30.759) (0.038) (0.006)
Share of Protestants 0.2507%#* 0.035%* 20.468* 170.604 % 0.3027%%* 0.054**

(0.043) (0.013) (9.693) (47.019) (0.040) (0.016)
Income p.c 0.052 0.012 4913 18.252 0.018 -0.002

(0.038) (0.008) (5.936) (25.998) (0.041) (0.011)
Longitude (div. by 1000) 0.346 0.071 10.721 106.705 0.410 0.036

(0.467) (0.083) (78.955) (341.337) (0.432) (0.092)
Latitude (div. by 1000) -0.742 0.201 -83.788 -758.603 -1.055 0.288

(1.502) (0.485) (265.255) (584.881) (1.382) (0.493)
Elementary Schools p.c. -111.155%*%* -49.619%**

(20.023) (15.035)
Share of Female -3.306%* 0.312
(1.085) (0.335)
In Population 40.508 257.183*%%*
(21.943) (74.419)

Observations 234 234 234 234 234 234
R-squared 0.156 0.024 0.106 0.346 0.234 0.080

Notes: OLS regressions. Dependent variables: Member p.c. gives the per capita share of members in gymnast clubs (multiplied by 100). Firemen p.c.
gives the per capita share of voluntary firemen per county (multiplied by 100). Member gives the total number members in gymnast clubs. Firemen gives
the total number volunteer firemen per county.

Source: Second Statistical Yearbook of Germany Gymnast Clubs, (Hirth, 1865). Heteroscedastic-robust standard errors, clustered at the historical territory
in parentheses. * p < 0.10, ** p < 0.05, *** p < 0.01
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Table 13: Shooting Clubs

(D) 2 3) 4
No. of Clubs founded
1700 — 1750 1750 — 1800 1800 — 1850 1850 — 1900
Panel A
Code Civil -0.147 -0.500%* =278k 1.954*
(0.284) (0.221) (0.873) (1.142)
Panel B
Code Civil -0.434%* -2.055%*3 3.30] *%#*
(0.181) (0.722) (1.070)
Lagged No Clubs 0.447%** 1.124%%* 0.410%**
(0.057) (0.142) (0.078)
Observations 128 128 128 128

Notes: OLS regressions. Dependent variable are the number of clubs founded per district. Code Civil equals 1 for districts belonging to the
province Rhineland, and O for districts belonging to Westphalia.
Source: Plett, W. (1991). Standard errors in parentheses. * p < 0.10, ** p < 0.05, *** p < 0.01
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B FIGURES

Figure 1: Legal Quality and Trust across Countries
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Generalized Trust, country average
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Notes: This figure shows the cross-country correlation between generalized trust and the
composite index of the legal system. Sources: World Values Survey, Economic Freedom
of the World Index 2010.

Figure 2: Legal Quality and Trust across Countries: Adding Controls

«IDN “VNM

A
1

e(trust| X)
0
1

*RWA | CHL

. oyifOM *PRT pgarBWA
SPER TR *MYS

e( legal_system | X)
coef = .05885585, (robust) se = .01154888, t = 5.1

Notes: This figure shows the cross-country correlation between generalized trust and the
composite index of the legal system, controlling for population, per capita income, educa-
tion and ethnic fractionalization. Sources: World Values Survey, Economic Freedom of the
World Index 2010.
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Figure 3: Distribution of Law in 19th Century German
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Notes: This figure displays civil law in 19th century Germany. Translation of the legend:
Civil Law in Germany in the 19th century (heading). /) Code Civil, 1804. 2) National
modification of the Code Civil. 3) ALR, 1794. 4) Common Law (roman Law of the Holy
Roman Empire). 5) Saxonian Civil Code, 1865. 6) Austrian Civil Code, 1811.

Source: 200 years Code Civil: Exposition in the federal archiv, Koblenz. In: Stein (2004).
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Figure 4: Treatment in the Complete Sample
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Notes: This figure shows the distribution of the number of years the Code Civil was in

place in German Regions. White areas represent historical territories not included in the
sample.
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Figure 5: Border Treatment

Border Sample
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Notes: This figure shows the centroids of the counties included in the Border Sample with
a maximal distance of 50 km to the borderline drawn in grey. Blue (dark) circles represent
the treated, yellow (bright) circles the control group. Triangles represent the centroids of
additional counties which are located in Federal States (colored areas) without within-State
variation.
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Figure 6: Border Movement

Border Movement
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Notes: This figure shows the centroids of the counties included in the sample when the
border is moved and the original borderline in grey. Squares indicate counties included
in the sample when the border is moved inwards. Points indicate regions included in the
sample when the border is moved outwards. Treatment is defined as being on the left of the
respective border, i.e. for the blue (dark) squares/points.
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