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Abstract
A relevant number of theoretical and empirical studies have shown that the efficacy with which the agents
can enforce their contracts in an economy is a crucial determinant for the development of the credit
market. This paper analyzes how local market conditions with respect to the quality of enforcement
explain differences in the availability of credit in the years of the expansion (2001- 2007) and recession
(2008- 2013) of the Spanish economy. The research question is analyzed with both a theoretical model
and an empirical analysis. This paper finds that higher inefficacy of the judicial system appears to reduce
the availability of credit. This study goes a step further with respect to the literature in two very different
respects. First, this analysis shows what kind of judicial procedures are those that specifically hinder
credit market development. Specifically, only the quality of the “execution” stage of the procedure (and
not at the "declaration" of the debt) is relevant in quantitative terms. Moreover, this is the first study that
analyzes the relationship between credit and enforcement since the approval of the new Civil procedural
Laws in Spain (in 2000) using real court data at the local level. Second, this study provides estimates at
the firm level, exploiting micro-data for more than 1 million enterprises, confirming the same results
found at the aggregate (provincial level).
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Introduction

As it was already highlighted in a relevant number of theoretical and empirical studies, the
design and quality of the enforcement institutions is a crucial determinant for the development
of the credit markets. This partially explains the restrictions experienced by some of the agents
of the economy when accessing to credit. As a collection of these studies we should mention
Djankov et al. (2008) who show that improvements in the time required enforcing a debt
promote the development of the debt markets. Then, exploiting the variation across countries,
several papers (Bae and Goyal, 2009; Qian and Strahan, 2007, among others) document that
better contract enforcement induce credit suppliers to increase loan size, lengthen loan maturity,
and reduce loan spreads. Analyzing specifically judicial data, Jappelli et al. (2005) found that
economic agents in Italian regions with more efficient judicial systems enjoy greater access to
credit. Also for the case of Italy, a lower proportion of credit-constrained households was also
observed in the better performing judicial districts (Fabbri and Padula, 2004). In the case of
Russia, Shvets (2012) developed a similar analysis to that of Japelli et al. (2005) and found
similar results. Finally, for the case of India, Visaria (2009) and Chemin (2012) also found that
judicial system improvements seem to be related to higher access to finance and lower the cost
of credit.
The study of the determinants of the access to credit is also relevant because they relate to other
major problems to the development of an economy, such as the rates of entrepreneurship and
business growth [Evans and Jovanovic (1989), Aghion et al. (2007), Samila and Sorenson
(2011) Beck et al. (2008)]. Indeed, it is possible to find significant effects of the inefficacy of
judicial systems on the entrepreneurship rate of different economies. For instance, Chemin
(2009) found that an improvement in court efficacy dramatically increased entry rates in his
study of Pakistan’s judicial reform. For the case of Spain, García-Posada and Mora-Sanguinetti
(2014a) showed that more effective courts, measured using real performance data at the local
level, seemed to promote the entry of entrepreneurs into the market. Giacomelly and Menon
(2012) argue, for the case of Italy, that greater judicial ineffectiveness reduces the entry of new
enterprises by reducing access to external finance.3
The study of the effects of the judicial system in the credit markets seems especially relevant for
the Spanish case while its efficacy seems significantly lower than that corresponding to the
country by its level of economic development. Specifically, Spain is ranked 26 out of a total of
35 legal systems in terms of its agility to resolve disputes before the first instance courts
according to a recent study performed at the OECD (Palumbo et al. 2013). This position is
worse than the average and lower than other European economies such as Germany or Sweden.
More unfavorable results can be found in the Doing Business (DB) Project of the World Bank
in its "enforcing contracts" indicator, published since 2004. Spain ranked 69th among 189
countries covered in the report published in 2014. Specifically, Spain is in a worse position than
other European economies (with the exception of Italy). These findings are in line with those of
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However, the overall impact of reduced funding on average firm size may be ambiguous when measured
empirically (Kumar et al, 2001). See García-Posada and Mora-Sanguinetti (2014b) for the case of Spain.

the Círculo de Empresarios (2003), which conducted a survey among Spanish companies on the
state of Spanish justice.4
In this study we propose to analyze how local market conditions with respect to the quality of
enforcement explain differences in the availability of credit. Specifically we analyze not only
the effect of institutions over the expansion period but also the effects of those institutions
during the recession.5
This is not the first paper that analyzes the impact of enforcement institutions in the Spanish
credit market. For instance, Fabbri (2010) found that the cost of financing was higher in regions
where court proceedings took longer. Our empirical analysis differs from that performed by
other papers in several important points. First, it will explore what kind of judicial procedures
(declaratory procedures or executions) are those that specifically hinder credit market
development. That is, the study of different procedures allows us to determine what stage is
more important for business decisions: whether the time at which the existence of a debt is
declared and acknowledged by a judge (declaratory stage) or the time at which the judge
enforces its payment (executory stage). The use of “aggregate” measures of civil efficacy, as
done in the previous literature, may be incomplete. Second, this proposal will study the
relationship between credit and enforcement since the approval of the new Civil procedural
Laws in Spain (in 2000), which completely changed the civil justice system in Spain using real
court data (the methodology on how to construct the indicators is explained in a specific section
below).6 Previous studies on the issue used the indicator proposed by Djankov et al. (2003) that
inspired the Doing Business (DB) project (contract enforcement indicator) or the DB data
directly as a measure of judicial efficacy or quality of enforcement institutions. These data are
aggregate data at the country level, based on estimations (not real judicial efficacy data).
Finally, this study will explore the research question at two levels that have not been studied
previously for the Spanish case: on the one hand, we explore the research question at the local
(province) level, controlling for local characteristics whereas previous studies on Spain in
related topics (such as Fabbri, 2010) used data at the aggregate regional level. On the other
hand, we provide estimates at the firm level, exploiting data for more than 1 million enterprises.
As a summary, as in previous studies for other countries, this paper finds that higher inefficacy
of the judicial system appears to reduce the availability of credit in Spain, however, this
statement should be corrected taking into account both the local markets conditions (or the firm
characteristics) and the different types of judicial procedures, something essential that has been
traditionally overlooked. Interestingly, the impact of judicial inefficacy is still significant after
the introduction of a “modern” civil procedural Law.
The remainder of this paper is organized as follows. Section 2 explains how the Spanish judicial
system is organized and presents the construction of the database measuring the efficacy of the
Spanish judicial system used in this analysis. Section 3 discusses the basic idea behind the
theoretical model that we will include in the next version of this paper. Section 4 explains how
we have measured credit availability and discuses the controls introduced in our estimations.
4

In relation to this problem, there are also other facts of the Spanish economy that deserve attention, for
instance: the low rate of entrepreneurship or the difficulty of the Spanish companies to grow. See Lopez-Garcia and
Puente (2007), Global Entrepreneurship Monitor (2011), or García-Posada and Mora-Sanguinetti (2014b).
5
The Spanish economy showed a negative quarterly GDP growth rate of -1.4% in the fourth quarter of 2008.
Quarterly growth rates were negative in all quarters of 2009.
6
Our data are obtained directly from the courts and allow to differentiate the efficacy of the judicial system by
province, subject and procedure.

Section 5 presents our identification strategy and Section 6 shows the main results. Finally,
Section 7 sets out some conclusions.

2

The construction of judicial efficacy indicators by procedure in the case of Spain

This paper constructs a set of efficacy measures by judicial procedure using direct information
provided by the courts, specifically by the Spanish General Council of the Judiciary (Consejo
General del Poder Judicial, hereinafter CGPJ). The CGPJ has published a database reporting
the number of cases filed, resolved and still pending in the Spanish judicial system by region,
court, year, subject and procedure. Therefore, this information allows us to differentiate by the
specific type of civil procedure used at the declaratory stage [ordinary judgment, verbal
judgment, payment (monitory) procedure and bills of exchange and cheques procedure] or at
the execution stage. To the best of our knowledge, this is the first paper that differentiates
among different civil procedures in contrast with previous literature, which used data on
“aggregate” civil proceedings.
The data also provide information on the nature of the conflict (civil, criminal, administrative or
labour) and on the specific court in which the procedure takes place. Constructing the indicators
from the raw CGPJ data is a complex issue, so the following paragraphs attempt to explain how
to build these efficacy measures.
As an outline (see Figure 1), first we should identify the jurisdiction in charge of solving a
conflict related to, for instance, the default of a debt between private parties. Different types of
conflicts are dealt with by different jurisdictions inside the Spanish judicial system, which are
served by different groups of judges. Once that jurisdiction (orden jurisdiccional) has been
identified, we must identify the specific court in which a company has to initiate proceedings in
order to defend its interests and the specific procedure that must be used.

Figure 1: Basic structure of the Spanish judicial system
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Regarding the jurisdiction, conflicts over the default of debts will be dealt with by civil courts
(juzgados de lo civil).
Once we have identified the relevant jurisdiction (the civil jurisdiction), we need to find the
specific courts where the conflict is going to be resolved. These are the first instance courts
(juzgados de primera instancia) and the first instance and instruction courts (juzgados de
primera instancia e instrucción), which are entry-level courts. Conflicts must enter the judicial
system through these courts.7 Finally, the specific procedure that must be used is determined by
the Civil Procedural Law8 (CPL), which regulates all civil conflicts in Spain.9 First, the claimant
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In this study we do not work with the second instance (i.e., appeals against the courts of first instance). The
reason is that only 7.45% of first instance cases are appealed to the second instance (if measured as the number of
incoming civil and commercial litigious cases in the first and the second instance). In quantitative terms, therefore, it
is much more important to analyze what happens at first instance since it affects a much larger number of companies.
Moreover, the problems of slowness or inefficacy of the Spanish judicial system (compared to other countries) seem
to be concentrated in the first instance and not in the second, according to the results of the OECD (Palumbo et al,
2013).This does not rule out a possible future extension providing some analysis of the second instance.
8
Law 1/2000, of January 7th (Civil Procedural Law).
9
Two clarifications must be added. First, there are changes in this reasoning if the company has a conflict with a
private subject which is foreign, but even in this case the CPL may be used (depending on the case). Second, it must
be noted that some extrajudicial solutions may be found by the parties, such as sending the case to arbitration (Ley de
Arbitraje). However, even in that case only a judge can enforce an arbitral decision, always using the CPL and the
judicial system again.

company will have to obtain a declaratory judgment acknowledging that a debt exists. If that is
the case, the judge will declare the obligation of the debtor to pay. There are different types of
declaratory judgments (see Figure 1). Ordinary judgments (juicios ordinarios) will be used if
the debt is of at least 6,000 euros. Verbal judgments (juicios verbales) are given where the
disputed amount is less than 6,000 Euros. Simpler exchange (juicios cambiarios) and monitory
(juicios monitorios) procedures may be converted into verbal or ordinary judgments if the
debtor defends the claim. Among the different types of declaratory judgments, we show the
results for the ordinary procedure in the aggregate (provincial) estimations and a global results
for all the “declaratory” procedures in the case of the estimations done at the (micro) firm-level.
After the declaratory stage an execution judgment may have to take place. This only takes place
where the debtor does not pay the debt confirmed by the judge at the declaratory stage. That is,
the claimant will ask the judge to (forcibly) “execute” the decision. The judge may, for instance,
seize the amounts of a debt from the accounts of the debtor.
Using the raw data available from the CGPJ database, we have constructed two measures of
efficacy for each court and for each procedure [see Mora-Sanguinetti (2012) or García-Posada
and Mora-Sanguinetti (2014b)]: the clearance rate and the congestion rate (see equations
below).

Congestion ratei ,t 

Clearance ratei ,t 

Pending casesi ,t 1  New casesi ,t
Cases resolvedi ,t
Cases resolvedi ,t
Pending casesi ,t 1  New casesi ,t

The congestion rate is defined as the ratio between the sum of pending cases (measured at the
beginning of the period) plus new cases in a specific year and the cases resolved in the same
year. A lower congestion rate is related to greater efficacy of the procedures inside the judicial
system. An average congestion rate for the ordinary judgments (a type of declaratory procedure
as we saw) of 2.4110 in Madrid indicates that around two and a half cases (summing up the
pending cases and the new cases arriving to the courts of Madrid in a speciﬁc year) were
awaiting resolution while the courts were able to resolve just one. The clearance rate is defined
as the ratio of resolved to total (new plus pending) cases. A high ratio means that a court is able
to meet the demand of justice without generating substantial backlogs, i.e., the higher the rate,
the higher judicial efficacy. While the correlation between the two measures (congestion and
clearance) is very high11, the Clearance Rate has the advantage of having a quite symmetric
distribution, so the logarithmic transformation is not required to correct for high skewness,
unlike the case of the Congestion Rate.
For robustness, in one of our sets of results, we have also computed the effects using the
estimated length of civil cases, as provided by the Spanish General Council of the Judiciary
10

This is the result for the 2001-2009 period, although we have been able to expand the database until 2014 in
our latest estimations at the firm-level.
11

But not 1 because the inverse is a non-linear transformation.

(Consejo General del Poder Judicial, hereinafter CGPJ). We expect more effective courts to
resolve conflicts quicker.
The system of procedures explained above was adopted in 2000, replacing the previous system
(CPL of 1881), and no business conflict has been initiated using the 1881 CLP since 1 January
2001 (Mora-Sanguinetti, 2010). Therefore, although the CGPJ performance data of the civil
courts are available for the period 1995-2014, we must use only data from 2001 onwards.
As it was explained before, this paper will show results for the research question both at the
provincial level (period 2001-2009) and the firm-level (data until 2014). The geographical
variation in efficacy for the first group of estimations is illustrated in Figure 2, which shows the
average congestion rate for ordinary judgments (map on top) and executions (map on the
bottom) at the provincial level for the period 2001-2009. There was, on average, a difference of
1.16 congestion points between the most efficient (Álava) and the least efficient (Alicante)
province throughout the period. The difference is 3.87 points in the case of executions, between
Álava (the most efficient on average) and Castellón. Figure 3 shows the variation through time
of the congestion rate (again, for ordinary judgments and for executions) for a group of
provinces with low congestion (Álava, Guipuzcoa, Navarra and Zaragoza), with high congestion
(Baleares, Málaga, Almería) and for the case of Madrid, Spain’s capital and its largest city. As
expected, congestion rates increased during the first years of the current economic crisis (20082009) in most provinces, as conflicts between contract parties are likely to arise when there are
financial difficulties.

Figure 2: Congestion rate: geographical variation.
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Figure 3: Congestion rate: time variation.
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Theoretical model

This paper will include a theoretical model which takes into account the key relationships
between credit market development and institutional quality. As a starting point, the model
proposed by Holmstrom and Tirole (1997) will be explored.
4

Measuring credit availability and related controls in the Spanish economy

As it was already highlighted, credit availability seems to be a function of the efficiency of the
legal system [Levine (1998), La Porta et al. (1997 and 1998), Desai et al. (2005), Ponticelli
(2013)]. We have constructed two measures that proxy for credit availability. First, in the case
of the analysis developed at the province level, we use the Credit/GDP ratio as the ratio between
the credit granted by Spanish financial institutions to Spanish firms and the province GDP. This
approach seems correct while banking credit to GDP ratio is a standard measure of financial
development (Rajan and Zingales, 1995, Giacomelli and Menon, 2012). That is, we expect
higher ratios to be associated with less financial constraints. Second, in the analysis developed
at the firm-level we explore the “implicit rate”, that is the amount of interests paid by the firm
divided by the average debt of the period. The average debt of the period is defined as ½(Debt
in the previous year + Debt in the current year) by firm. Debt is defined as long term debt plus
loans by firm. In this version of the paper we show the results for the impacts on the "implicit
rate" (which, after all, is a measure of the "price" of the debt at the enterprise level). Impacts on
"quantities" (such as a "debt ratio" or a measure of "investment")12 which would be comparable
to measures as "Credit/GDP" analyzed at the aggregate level are available on demand.
4.1

Control variables

As for the set of time-varying controls in the province-level estimations, we include Branches
per Capita to capture the degree of competition in the credit market (see the references provided
in the previous paragraph).13 Then, we use the province “Population” (in logs) as a proxy of the
potential market size, which is a determinant of the demand for credit. Finally, we control our
regressions for the local “Incorporation Rate”, which is the proportion of limited liability
companies in each province. We expect limited liability companies to demand more credit than
sole proprietorships and self-employed because limited liability encourages more investment in
more costly and risky projects. The exact definition of all the variables, as well as the data
sources, is provided in Table 1. Table 2 displays the sample’s descriptive statistics.
Firm level estimations include slightly different controls: tangibility is a measure of the weight
of tangible fixed assets of the firm (over its total assets). Then, following the same idea of the
“incorporation rate” explained above, we constructed a measure of “corporations”, that is a
dummy that takes value 1 if the firm is a “sociedad anónima” and 0 if the firm is a “sociedad
limitada”. Table 3 shows the descriptive statistics for the firm-level analysis.

12
13

This could be computed as the change in the stock of tangible fixed assets, for instance.

Notice that Spanish banks have been tradionally very dependent on retail funding and have heavily relied on
the personal interaction with their customers to grants loans (“relationship lending”). This is the reason why the
number of branches is a good proxy of credit market competition in Spain.

Table 1: Description of variables (province level analysis)

Variable

Definition

Scale/units

Period

Source

Credit/GDP

Loans to Spanish companies by Spanish financial
institutions, divided by GDP.

%

By province, 2001-2009

Bank of Spain and INE

Duration of civil cases.

Months

By province, 2002-2009

Consejo General del Poder Judicial

Fraction

By province, 2001-2009

Consejo General del Poder Judicial

Fraction

By province, 2001-2009

Consejo General del Poder Judicial

Fraction

By province, 2001-2009

Consejo General del Poder Judicial

Fraction

By province, 2001-2009

Consejo General del Poder Judicial

Per 10,000

By province, 2001-2009

La Caixa

Length (Civil)

Clearance Rate (Executions)

Clearance Rate (Ordinary)

Congestion Rate (Executions)

Congestion Rate (Ordinary)

Branches per capita

Ratio between the cases resolved in a specific year and
the sum of pending cases (measured at the beginning of
the period) plus new cases in the same year. Executive
Ratio between the cases resolved in a specific year and
the sum of pending cases (measured at the beginning of
the period) plus new cases in the same year. Ordinary
Ratio between the sum of pending cases (measured at
the beginning of the period) plus new cases in a specific
year and the cases resolved in the same year. Executive
Ratio between the sum of pending cases (measured at
the beginning of the period) plus new cases in a specific
year and the cases resolved in the same year. Ordinary
Number of bank branches per 10,000 people

Incorporation rate

Proportion of limited liability companies

Fraction

By province, 2001-2009

Spanish National Statistics Institute
(INE)

Population

Number of inhabitants

Thousands

By province, 2001-2009

Spanish National Statistics Institute
(INE)

SOURCE: Authors’ own elaboration.

Table 2: Descriptive statistics (province level analysis)

Variable
Credit/GDP
Length (Civil)
Clearance Rate (Executions)
Clearance Rate (Ordinary)
Congestion Rate (Executions)
Congestion Rate (Ordinary)
Branches per capita
Incorporation rate
Population

Obs
450
400
450
450
450
450
450
450
450

Mean
52.28
27.63
0.27
0.49
4.06
2.18
10.50
32.50
865.20

Std. Dev.
21.64
5.89
0.09
0.10
1.36
0.63
2.61
5.72
1056.21

SOURCE: Authors’ own elaboration.

Min
19.20
13.36
0.07
0.19
1.47
1.36
5.41
19.36
90.70

Max
152.04
45.72
0.68
0.74
14.26
5.39
18.54
50.99
6300.50

Table 3: Descriptive statistics (firm level analysis)

Variable
Implicit rate
Congestion Declaratory
Congestion Execution
Tangibility
Lawyers pc
Branches pc
Dummy corporations
Log(Population)
PIB pc
Capital

Obs
2008422
9972684
8821967
10525431
9387476
9703628
10531683
10216534
8346417
10216534

Mean
-5,48
1,85
4,36
0,31
2,76
0,96
0,12
7,40
21550,74
0,63

Std.Dev.
8405,50
0,28
1,13
2,20
1,19
0,19
0,32
1,03
5211,85
0,48

Min
-1,19E+07
1,25
0,88
-2128
0,40
0,53
0,00
4,51
9192,87
0,00

Max
71816
3,80
10,09
2824
16,73
1,92
1,00
8,77
35229
1,00

SOURCE: Authors’ own elaboration.

5
5.1

Identification strategy
Province level analysis

We regress our proxy for credit availability on our measures of judicial efficacy, province fixed
effects, time dummies and the group of relevant controls already explained.
The estimates are obtained via the following specification:
K

T 1

k 1

t 1

Credit jt   j  Judicial .Efficacy jt ,    k Control kjt    t d t  jt

where Credit jt denotes credit availability,  j are province fixed effects, Judicial .Efficacy is
the measure of judicial inefficacy, Controlitk is a set of K control variables, d t are time
dummies and the indices j , t refer to the province and time period, respectively. The above
regressions are estimated via the within-group estimator with clustered standard errors robust to
heteroskedasticity and serial correlation.14
The identification strategy relies on the time dummies and the province fixed effects to remove
omitted-variable biases. Specifically, credit availability and judicial efficacy are expected to be
14
The fixed effects have been found jointly significant via cross-section poolability tests, while cross-section
correlation has been rejected using Pesaran’s CD test (2004). Serial correlation has been tested using the test of
Wooldridge (2002). While this test has not been able to reject the null hypothesis of no serial correlation, note that the
power of this test may be low when N is small, as it is in this case (N=50). Drukker (2000) finds high power for
samples between N=500 and N=1,000 and between T=5 and T=10. Tests results are available upon request.

positively correlated along the business cycle. Credit availability is a procyclical variable
because credit supply relaxes (tightens) in expansions (recessions) and credit demand rises
(falls) in booms (busts). Judicial efficacy is also procyclical, as litigation increases (decreases)
when economic growth slows down (accelerates) and there are more (less) defaults and contract
breaches, while the supply of justice is fixed in the short run. By including time dummies we
control for this effect.
Another source of concern is reverse-causality between judicial efficacy and credit availability.
We could find a negative correlation between these two variables if there is more litigation in
the provinces where more credit is available, implying backlogs in courts and lower judicial
efficacy. For instance, more credit contracts may lead, ceteris paribus, to more defaults and
other conflicts regarding those contracts. Nevertheless, the good news is that we know the sign
of the bias. As we expect a positive causal impact of judicial efficacy on credit availability, our
estimates would be the lower bound of the true causal impact should this bias exist.
5.2

Firm level analysis

We estimate the impact of our measures of judicial efficacy and the set of controls explained in
the previous section on the firm level measures of implicit rate. The estimations include firm
level fixed effects and time dummies. The indices f, t refer to the specific firm and year.  f are
firm fixed effects.
K

T 1

k 1

t 1

Im plicit _ rate ft   f  Judicial .Efficacy ft    k Control kft    t d t  ft

6

Results

6.1

Province level analysis

Some preliminary descriptive evidence can be found in Table 4, which shows the (pairwise)
correlations among all variables. There is a sizeable positive correlation between Credit/GDP
and Length (civil) and a negative correlation between the former and the Clearance Rate of
executions. In other words, there is a negative correlation between judicial efficacy and credit
availability. This may be due to the reverse causality between judicial efficacy and credit
availability.
However, things change when we move to our panel regressions. Table 5 shows the result when
the key regressor is Length (civil). Its coefficient is always negative and significant across four
different specifications: (1) with only fixed effects and time dummies as controls; (2) all
controls except for Population; (3) all controls except for Branches per capita15; (4) all controls.
Therefore, more effective courts of a province (lower Length) promote credit availability.
Specifically, if Length decreases one month, Credit/GDP increases between 0.6 and 1.1%.
Hence, the effect is not only statistically significant but also economically significant, even

15

The rationale for specifications (2) and (3) is that the correlation between branches per capita and population
(in logs) is quite high: -0.62.

though these are conservative estimates because we cannot be sure of having totally removed
the reverse-causality bias.
Another interesting result comes from the inspection of Tables 6 and 7. While the Clearance
Rate has a positive and significant impact on Credit/GDP when executions are analysed (Table
6), it has no impact on credit availability in the case of ordinary judgments (Table 7). This
finding highlights the importance of distinguishing between procedures at the declaratory stage
(when a debt is verified by a judge) and the execution stage (when the judge requires its
payment) and not just relying on “aggregate” measures of judicial efficacy.16
Finally, the controls have the expected impact. The coefficients of Branches per capita and
Population are always positive and significant, suggesting that more competition in the financial
sector and a larger market lead to more credit availability. By contrast, Incorporation Rate is
nearly always insignificant. The reason of this result may be that the distinction between
incorporate and unincorporated businesses is often blurred for small firms, as lenders often
require personal guarantees that wipe out the owner’s limited liability (Berkowitz and White,
2004).

16

Interestingly, in their study of the impact of judicial efficacy on firm size and growth, García-Posada and
Mora-Sanguinetti (2014a) find that the procedures at the declaratory stage are the ones that have an impact on those
variables. This is an illustration of how complex is the issue of judicial efficacy and economic performance and how
much further research is required in the area.

Table 4 : regressors’ correlation matrix (pairwise correlations).
Credit/GDP
Length (civil)
Clearance Rate (Executions)
Clearance Rate (Ordinary)
Log (Congestion Executions)
Log (Congestion Ordinary)
Branches per capita
Log (Population)
Incorporation rate

Credit/GDP
1.00
0.22
-0.25
-0.06
0.29
0.02
-0.06
0.36
0.59

Length (civil)
1.00
-0.73
-0.55
0.72
0.55
-0.12
0.34
0.49

1.00
-0.27
-0.98
0.24
-0.36
-0.24

1.00
0.22
0.00
0.25
0.50

1.00
-0.22
0.33
0.20

Clearance Rate (Executions) Clearance Rate (Ordinary) Log (Congestion Executions) Log (Congestion Ordinary)

1.00
0.26
-0.97
-0.21
0.00
-0.25
-0.46

1.00
-0.62
-0.11

Branches per capita

1.00
0.52

Log (Population)

1.00

Incorporation rate

Table 5: Impact of judicial efficacy on credit availability. All civil procedures.

(1)
VARIABLES
Length (civil)

-1.06**
(0.45)

Branches per capita
Incorporation rate
Log (Population)
Fixed effects
Time dummies
Observations
R-squared (Within)

Yes
Yes
400
0.57

(2)
(3)
Credit/GDP
-1.09**
-0.69*
(0.45)
(0.37)
9.24**
(3.51)
1.37*
0.05
(0.75)
(0.91)
105.75**
(41.28)
Yes
Yes
Yes
Yes
400
400
0.61
0.61

(4)
-0.63*
(0.32)
11.05***
(3.47)
0.47
(0.70)
126.40***
(39.47)
Yes
Yes
400
0.66

Table 6: Impact of judicial efficacy on credit availability. Executions.

(1)
VARIABLES
Clearance (Executions)

23.09*
(11.95)

Branches per capita
Incorporation rate
Log (Population)
Fixed effects
Time dummies
Observations
R-squared (Within)

Yes
Yes
450
0.60

(2)
(3)
(4)
Credit/GDP
30.69**
18.35*
23.93**
(12.65)
(9.78)
(10.92)
7.49**
9.48***
(2.92)
(2.88)
1.16*
0.17
0.31
(0.68)
(0.97)
(0.67)
109.20*** 128.00***
(35.39)
(34.10)
Yes
Yes
Yes
Yes
Yes
Yes
450
450
450
0.63
0.65
0.70

Table 7: Impact of judicial efficacy on credit availability. Ordinary procedure.

(1)
VARIABLES
Clearance (Ordinary)

6.18
(15.31)

Branches per capita
Incorporation rate
Log (Population)
Fixed effects
Time dummies
Observations
R-squared (Within)

6.2

Yes
Yes
450
0.59

(2)
(3)
(4)
Credit/GDP
3.40
11.80
8.60
(14.11)
(15.77)
(13.57)
7.08**
9.19***
(2.84)
(2.82)
0.96
0.03
0.13
(0.71)
(0.99)
(0.69)
112.66*** 131.43***
(36.05)
(34.59)
Yes
Yes
Yes
Yes
Yes
Yes
450
450
450
0.62
0.65
0.69

Firm level analysis

Tables 8 and 9 show the estimation results when we use data at the firm level. Results are
consistent with those found in the previous section. That is, although the effectiveness of the
declaratory judgments seems to have no impact on the implicit-rate, the effectiveness of
executions does have a statistically significant impact.

Table 8: Impact of judicial efficacy on credit availability (implicit rate). Executions.
1
VARIABLES
Congestion rate of executions
proceedings

2

3

4

Implicit rate
35.82**

35.84**

34.57*

41.10*

(16.48)

(16.48)
-8,276
(27.7)

(18.13)
-3,409
(30.9)
-11,08
(44.78)
-203,5
(381.7)
11,8
(639.2)
-17,25
(674.6)
44,61
(1.371)

-179.6**
(83.55)
Yes
Yes
1.897.339

-176.4**
(84.23)
Yes
Yes
1.896.927

163
(4.513)
Yes
Yes
1.690.121

(23.72)
3,761
(43.44)
-8,576
(58.28)
-11,77
(1.188)
12,44
(2.080)
76,43
(1.722)
-59,85
(3.851)
-0,0125
(0.0332)
-407,1
(11.615)
Yes
Yes
1.288.151

Tangibility
Lawyers pc
Branches pc
Dummy Corporations
log(Population)
Capital
PIB pc
Constant
Firm fixed effects
Time dummies
Observations

Table 9: Impact of judicial efficacy on credit availability (implicit rate). Declaratory
procedures.
1
VARIABLES
Congestion rate of
declaratory proceedings

2

3

4

Implicit rate
-48,39

-48,42

-42

-28,76

(127.1)

(127.1)
-8,181
(27.7)

(146.6)
-3,276
(30.9)
-5,182
(44.67)
-151,2
(388.2)
11,06
(639.2)
-21,78
(676.5)
37,02
(1.373)

89,39
(239)
Yes
Yes
1.897.339

92,63
(239.3)
Yes
Yes
1.896.927

384,4
(4.546)
Yes
Yes
1.690.121

(213.6)
3,966
(43.44)
0,248
(58.06)
155
(1.197)
13,47
(2.080)
152,7
(1.724)
-143,9
(3.853)
-0,0194
(0.0333)
-692
(11.635)
Yes
Yes
1.288.151

Tangibility
Lawyers per capita
Branches per capita
Dummy Corporations
log(Population)
Capital
PIB pc
Constant
Firm fixed effects
Time dummies
Observations

7 Conclusions
A relevant number of theoretical and empirical studies have found that the efficacy with which
agents can enforce their contracts in an economy, and in this regard, the performance of the
judicial system, are crucial determinants for the development of the credit market and partially
explain the restrictions experienced by some of the agents of the economy when accessing to
credit. In our study we analyze how the quality of enforcement institutions explains differences
in the availability of credit in the Spanish economy using both aggregate data (at the province
level) and at the firm level. We exploit recent judicial data, covering the years of the
introduction of the new Civil Procedural Law of 2000.
Specifically, we find that higher judicial inefficacy reduces the availability of credit with respect
to the local GDP (credit/GDP) or increases the implicit rate (at the firm level). Crucially, those
impacts only seem to be important depending on the procedure: only the quality of the
“execution” stage of the procedure (and not at the "declaration" of the debt) is relevant in
quantitative terms.
While the Spanish judicial system seems to suffer from higher general inefficacy than that of
neighboring countries (Palumbo et al. 2013), this paper proposes a guide on where to
concentrate efforts to optimize the resources invested in the Spanish judicial system: preference
should be given to speeding up the executions in the case of credit related conflicts. In any case,
at the research level, our findings warn that the use of “aggregate” measures of civil efficacy, as
done in the previous literature, may provide an incomplete view of the problem.
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