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Unbundling Institutions

Daron Acemoglu and Simon Johnson
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Abstract

This paper evaluates the importance of “property rights institutions,” which protect citizens against
expropriation by the government and powerful elites, and “contracting institutions,” which enable private
contracts between citizens. We exploit exogenous variation in both types of institutions driven by colonial
history and document strong first-stage relationships between property rights institutions and the
determinants of European colonization strategy (settler mortality and population density before
colonization) and between contracting institutions and the identity of the colonizing power. Using this
instrumental variables approach, we find that property rights institutions have a first-order effect on long-
run economic growth, investment, and financial development. Contracting institutions appear to matter
only for the form of financial intermediation. A possible explanation for this pattern is that individuals often
find ways of altering the terms of their formal and informal contracts to avoid the adverse effects of weak
contracting institutions but find it harder to mitigate the risk of expropriation in this way.

THE UNIVERSITY OF CHICAGO PRESS JOURNALS

The University of Chicago Press Books

Chicago Distribution Center

The University of Chicago

Accessibility


https://www.journals.uchicago.edu/journal/jpe
https://www.journals.uchicago.edu/toc/jpe/2005/113/5
https://www.journals.uchicago.edu/doi/10.1086/491590
https://www.journals.uchicago.edu/doi/10.1086/444551
https://www.journals.uchicago.edu/doi/epdf/10.1086/432166
https://www.journals.uchicago.edu/doi/epdfplus/10.1086/432166
https://www.journals.uchicago.edu/doi/full/10.1086/432166
https://press.uchicago.edu/
http://www.press.uchicago.edu/cdc.html
https://www.uchicago.edu/
https://www.journals.uchicago.edu/accessibility
https://www.journals.uchicago.edu/
https://subfill.uchicago.edu/JournalPubs/UCPSSO/SSOLogin.aspx?returnurl=https%3A%2F%2Fwww.journals.uchicago.edu%2Fdoi%2Fabs%2F10.1086%2F432166
https://www.journals.uchicago.edu/action/showCart?FlowID=1

Open access at Chicago

Permissions

Statement of Publication Ethics

Diversity and Inclusion at the University of Chicago
Contact us

Terms and Conditions

Privacy Notice

Media and advertising requests

€ X %

© 2025 The University of Chicago and other publishing
partners. All rights reserved, including rights for text and
data mining and training of artificial intelligence
technologies or similar technologies.



https://www.journals.uchicago.edu/open
https://www.journals.uchicago.edu/inst/perm-reprints
https://www.journals.uchicago.edu/publication-ethics-statement
https://diversityandinclusion.uchicago.edu/
https://www.journals.uchicago.edu/contact
https://www.journals.uchicago.edu/t-and-c
http://www.press.uchicago.edu/press/privacy.html
https://www.journals.uchicago.edu/advertising
https://www.facebook.com/UChicagoJournals
https://twitter.com/ChicagoJournals
https://bsky.app/profile/chicagojournals.bsky.social

