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RESULTS with the revised BANKDEP: 

WITH YEAR + FIRM FIXED EFFECTS AND MACRO CTRLS – new Bankdep 
 

Table 3 - Change in Capital Structure After the 2001 Banking Reform 

Dependent Variable Bank Debt Equity Trade Credit Capital Cost 
After*Bankdep -0.314 -0.344 0.129 0.146 0.185 0.198 -0.226 -0.161 

 (10.81) (8.54) (4.17) (3.38) (10.67) (8.24) (7.27) (3.70) 
After*Bankdep*ROA1  -0.198  0.225  -0.027  -0.390 

  (0.63)  (0.67)  (0.15)  (1.20) 
After*ROA1  -0.187  0.111  0.076  0.344 

  (1.38)  (0.76)  (0.94)  (2.46) 
Macro Ctrl - inflation  0.002  -0.001  0.001  0.001 
  (9.14)  (4.83)  (5.58)  (6.01) 
Macro Ctrl – int. rate  -0.006  0.001  0.003  0.007 
  (7.8)  (2.24)  (9.30)  (14.20) 
Firm F.E. Yes Yes Yes Yes Yes Yes Yes Yes 
Year F.E. Yes Yes Yes Yes Yes Yes Yes Yes 
Adjusted R2 0.445 0.447 0.433 0.433 0.541 0.542 0.380 0.381 
Number of Observations 94296 94296 94296 94296 94296 94296 94296 94296 
* Absolute values of the t-statistics are reported in parentheses. Highlighted coefficients are statistically 
significant. 
 
WITH ONLY FIRM FIXED EFFECTS AND MACRO CTRLS –new Bankdep 
 

Table 3 - Change in Capital Structure After the 2001 Banking Reform 

Dependent Variable Bank Debt Equity Trade Credit Capital Cost 
After*Bankdep -0.069 0.031 0.151 0.026 -0.082 -0.057 0.336 0.101 

 (13.29) (2.73) (27.18) (2.14) (26.40) (8.40) (68.9
8) 

(9.44) 

After*Bankdep*ROA1  -2.181  0.831  1.350  -1.727 
  (9.16)  (3.26)  (9.48)  (7.05) 

After*ROA1  0.714  -0.173  -0.541  0.914 
  (7.11)  (1.61)  (9.01)  (8.85) 

Macro Ctrl - inflation  0.0002  -0.0000  -0.0002  0.0001 
  (2.28)  (0.29)  (3.29)  (0.82) 
Macro Ctrl – int. rate  -0.0004  -0.001  0.001  -0.003 
  (0.24)  (6.00)  (11.15)  (21.02) 
Firm F.E. Yes Yes Yes Yes Yes Yes Yes Yes 
Year F.E. No No No No No No No No 
Adjusted R2 0.443 0.444 0.429 0.431 0.536 0.538 0.344 0.364 
Number of Observations 94296 94296 94296 94296 94296 94296 94296 94296 
* Absolute values of the t-statistics are reported in parentheses. Highlighted coefficients are statistically 
significant. 
 



 
 
Correspondence with Schoar: 
 
Can,  
 
Thanks for your email. Your understanding is exactly right. we wanted to create  
a variable that captures the level of banking dependency of the industry prior  
to the liberalization. If we were to calculate firm level bank dependence we  
would get a lot of endogeneity in the leverage level which would be driven by  
the current performance of a firm. We also checked our results with US bank  
dependence levels as calculated by Rajan and Zinagles  
 
Good luck for your paper. Let me know what you find for Turkey.  
Best  
Antoinette  
 
 
Quoting Can Erbil <cerbil@brandeis.edu>:  
 
 
Dear Antoinette Schoar,  
 
Greetings from the other side of the Charles River.  
 
I am writing you following the suggestion of one of my colleagues, Tanseli Savaser, who 
praised your responsiveness and approachability. I hope you don't mind a very quick 
question.  
 
Currently, I am working (joint with Ferhan Salman, Central Bank of Turkey)  with firm-
level data from Turkey trying to replicate some of your results in your JF 2007 paper with 
Bertrand and Thesmar (French Banking Reforms of 1985).  
 
I have a very quick question regarding your variable "Bankdep":  
 
In your paper, you define “Bankdep” as the "average debt at the industry level between 
1978 and 1983".  
 
If I understand it correctly, "Bankdep" only changes at the industry level, with no change 
at the firm-level and no change from year to year, fixed at the value of average industry 
debt (over the period before the reform - you take the average by firms and then by years 
btw. 1978 and 1983 and find one number for each sector). Is my understanding correct?  
 
Thank you very much in advance.  
 
Can Erbil  
Asst. Prof. , Dept.of Economics & IBS  
Brandeis University  
Research Fellow, EcoMod  



 
PS: Why I want to check if I understood "Bankdep" correctly:  
 
My data set covers 1995-2007 (1995-2000 being the pre-reform period for Turkey), 7478 
firms and 29 sectors. So, "Bankdep" variable has only 29 distinctive values (one for each 
sector) and does not vary by firm or year, only among sectors...  
 
I have tried to replicate your table II (p.609) with the above description of "Bankdep" and 
my var4 "Bankdep*ROA1" variable kept dropping when I ran the fixed effects model:  
xtreg BankDebt var1 var2 var3 var4, fe  
 
I am trying to find an insight and thought I may have been interpreting "Bankdep" 
incorrectly - maybe it also needs to vary from year to year?  
Or does "xtreg BankDebt var1 var2 var3 var4" (without ,fe) imply firm and year fixed 
effects due to how "Bankdep" is defined?  
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