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Abstract

By refining the moral code and enforcing it through the new ‘mendicant’ orders, the Church of
the 13™ century laid the cognitive, interpersonal, and institutional groundwork for large-scale
cooperation based on one-shot transactions between strangers. However, net outcomes at these
three levels stem from opposite-sign effects coherent with the specialization of specific branches
within the Church: while exposure to Dominicans had positive effects on traits favoring
impersonal exchange, consistent with their emphasis on rationality, exposure to Franciscans had
negative effects, related to their emotionality, and favoring personal exchange. Moreover, the
effects of exposure to the secular clergy were insignificant. Our causal identification relies on
refuting multiple confounders, comparing second-generation migrants, and leveraging within-
country differences in mendicants’ exposure in Europe and Mesoamerica.
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1. Introduction

Evolution equipped humans for personal exchange. After thousands of years in close-knit
communities, humans developed traits that fostered cooperation within their group and distrust
towards strangers (Diamond, 1997; Fehr & Henrich, 2003; Powers et al., 2016; Seabright, 2004).
Nevertheless, impersonal exchange is now common, and the extent of large-scale cooperation
through one-shot exchanges between strangers positively correlates with social and economic
development across and within societies. According to a multidisciplinary body of research in
cognitive and social sciences, this transition towards impersonal exchange has been enabled by
cultural and institutional changes that domesticated our innate psychology for ingroup
cooperation (Boyd et al., 2003; Greif, 2002; Henrich et al., 2010; North, 1990; Powers et al.,
2016).

The prevailing view is that the Renaissance, the Reformation, and the Enlightenment furthered in
the West cultural and institutional settings based on impersonal prosociality and the rule of law,
paving the way to impersonal exchange, and social and economic growth (Boorstin, 1983;
Gibbon, 1776; Pinker, 2018; Voltaire, 1756; Weber, 1904). Allegedly, these post-Renaissance
events ended the intellectual and technological darkness of the European Middle Ages, and the
Catholic Church’s monopolizing and irrational efforts to control people’s beliefs and ideas stifled
scientific work, hindered human capital accumulation, and impeded institutional development
(Blasutto & de la Croix, 2023; Cabello, 2023; Drelichman et al., 2021; Finley et al., 2021;
Squicciarini, 2020).

Conversely, this paper posits that the foundations of impersonal exchange can be traced back to
the influence of the Catholic Church in the Late Middle Ages, channeled through the new
‘mendicant’ orders. It is therefore in line with revisionist historiographical works (Berman, 1983;
Colish, 1997; Le Goff, 1980; Nemo, 2005) and recent empirical evidence (Castello-Climent et
al., 2018; Greif & Tabellini, 2017; Schulz et al., 2019; Valencia Caicedo, 2019) that see the
Renaissance, the Reformation, and the Enlightenment as a continuation of a process initiated in
the Middle Ages, in which the Church was not always a negative force. Figure 1 shows the

cross-country correlation between exposure to the mendicant orders and impersonal exchange.



We focus on how the Medieval Church redefined its doctrine and organizational structure around
the 13™ century, considering the different approaches of two groups of mendicant or begging
friars that eventually became integrated into the Church structure, namely, the Dominican and
Franciscan orders. Elaborating on the consequences of these changes for the culture and
institutions of populations exposed to the Medieval Church allows us to develop the testable
predictions that we test empirically. Our findings offer implications for an understanding of the
long-term consequences for the Catholic Church, the development of impersonal exchange, and

the role of religions in the cultural evolution of societies.

2. Theoretical Background

2.1. Context: The Middle Ages and the Medieval Catholic Church

At the end of the 12" century, Europe was experiencing profound economic changes (Backman,
2003; Bartlett, 1993). Technological and organizational innovations—such as the three-field
rotation system, the use of horses as draft animals, and improvements in shipbuilding and
navigation (Hutchinson, 1955)—coupled with a substantial increase in temperature, raised the
productivity of European fields. Such productivity gains not only resulted in the highest rates of
population growth seen in the Middle Ages, but also facilitated an emerging process of

urbanization.

These changes, added to a rise in trade and specialization, made cities the centers of economic
activity. At the same time, the breakup of the Islamic Empire ended the blockade between the
Muslim and Christian worlds in the Mediterranean, and the reorientation of the Byzantine
Empire towards the East restored commercial routes with Asia. Meanwhile, trade fairs emerged
throughout Europe and new financial instruments were developed, facilitating long-distance
trade. The resulting gains from trade, the growing economic complexity, and the increasing

availability of human capital eventually fostered greater specialization of the economy.

While these events laid the foundations for an embryonic capitalist system, they also challenged
the Catholic Church. Economic growth posed new questions about the morality of business
profits, labor relationships, commercial transactions with strangers, credit operations, and wealth
accumulation that either conflicted with older Catholic positions or were absent in the casuistry
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of the Early Medieval Church (Backman, 2003). Moreover, Europeans came into contact with
new ideas, including the Aristotelianism and Neoplatonism that were rescued by Arab

philosophers critical of Catholic theology (Hinnebusch, 1966).

The power of the Church was growing but uncertain. Even if the Gregorian Reformation had
limited the role of kings in appointing bishops and enhanced the enforcement of rules forbidding
simony and mandating the celibacy of the clergy (Backman, 2003; Berman, 1983; Ekelund et al.,
1996; Tentler, 1977), the Church was still operating through two networks—the secular clergy
and rural monasteries—that substantially depended on local rulers and suffered moral and
education deficits. This equipped them badly to cope with the demand for renewing the moral

code.

The Lateran councils, especially the fourth one, assembled by Pope Innocent IIT in 1215, sought
to strengthen the Church through multiple organizational changes, mainly aiming to enhance the
enforcement of rules on the education and conduct of the clergy. In parallel, the theology of
penance—at the time, the key element of the belief system—and its enforcement mechanisms
were renewed. Penitents must not only be absolved from guilt but also endure some temporal
punishment in Purgatory, a doctrine that after “lengthy construction” was not formalized until

1274 (Le Goff, 1984).

Annual confession of sins was also made mandatory. Confession had been slowly evolving from
primitive public confession, reserved for major sins, and performed only once in a lifetime, to
private and recurrent confession, which was followed by private penance (Hebblethwaite &
Donovan, 1979; Lea, 1896; Meens, 2014; Tentler, 1977). This evolution compelled true
believers to self-examine their conduct and enabled a more sophisticated set of incentives based
on subjective evaluation of moral performance by confessors and the tailoring of penances and
even standards to the sinners’ strength, taking penitents’ merits into account, and allowing for

trade of these merits, both within and between believers and saints (Arrunada, 2009).

Of course, such potential benefits are only reachable through faith. Moreover, they not only

came at the price of greater potential for opportunism and rent-seeking on the part of priests and



the Church,? but required more capable preachers and confessors. Given the low numbers of
priests, their lack of training and their corruption, priestly services had been scarce and of poor
quality. To tackle this deficit, the Council insisted on stricter enforcement, professionalizing and
raising the standards of the clergy by making theology lectures mandatory in every cathedral and

expanding the list of forbidden misdeeds (Backman, 2003; Duggan, 2008; Tanner, 2016).

More critically though, Pope Innocent III (1198-1216) managed to channel a wave of widespread
heretical uprisings that spread across Europe in the 12 century to add two specialized and
centralized arms to the Church. These new arms were the first mendicant orders, whose members
originally self-selected and were required much better education than average priests. This
enabled them to effectively preach and teach by example, provide oral confession services, and
face head-on the accelerating intellectual, social, and economic changes (Backman, 2003;
Hinnebusch, 1966; Lea, 1896). Being well-educated and more specialized, mobile, and
centralized, these new orders were likely to be more effective than the secular clergy in having a
transformative effect, which seems consistent with their fast expansion and, as we will see, our

empirical results.

2.2.  Main Players: Dominican and Franciscan Orders

The increasing political ambitions and economic rent-seeking of the Church in the Early Middle
Ages had often met with criticism and a strong desire to recover an earlier strand of Christian
tradition, based on poverty and apostolic life and work (Grundmann, 1995). In the 12 century
these ideas crystallized in a wave of grassroots movements across Europe when several
independent groups of radical worshippers emerged outside the hierarchical structure of the
Church. These movements initially lacked formal organization and were commonly led by poor

and itinerant individuals who preached humility and the need to repent of their sins.

3 These changes might have also facilitated price discrimination and rent extraction (Ekelund et al., 1992;
Schmidtchen & Mayer, 1997) but this does not preclude—it may even require—that they produce stronger and
customized incentives for believers. Similarly, critiques of theological casuistry (including (Smith, 1759) and (Lea,
1896) highlight the costs of the more specialized and rationalistic refinement of the moral code without considering

the costs of alternative informal and emotional moral developments (Jonsen & Toulmin, 1988; Santayana, 1916).
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The first reaction of the Church was to ban these groups by considering them heretical, but the
bishops failed to enforce the ban and the movements continued to grow. The appointment of
Pope Innocent 111, however, brought change. Even if some groups were still persecuted, such as
the Waldensians or the Albigensians, others were coopted to become levers for renewal and

enforcement. This was the case with the mendicant orders, mainly Dominicans and Franciscans.

Around 1206, even before they received papal approval to establish the Dominican Order,
Dominic and his fellow missionaries had started to engage Albigensian heretics in theological
debates, as they thought that heresy arose because of ignorance. This original inclination to apply
rational analysis guided the subsequent educational, doctrinal, and intellectual character of the
Dominicans (Backman, 2003). Consequently, they proved vital for strengthening the intellectual
life of the Church, founding and staffing the growing number of universities, and writing books
dealing with all sorts of theological and practical questions (Boyle, 1981; Le Goff, 1980). Their
educational and confessional practices were awash with critical thinking, self-examination, and
moral development (Hinnebusch, 1966; Lesnick, 1989). Consequently, their emphasis on rational
analysis advanced knowledge not only on religious matters, such as the nature of sin, its
consequences, the need for contrition, repentance, salvation, and enforcement;* but also on all
sorts of mundane concerns. In particular, they rationally explored all types of economic problems

in their attempts to solve the moral dilemmas that these posed.’

4 Dominican rationalism was also key in the consolidation of the Medieval Inquisition, which, strange as it may
sound from today’s perspective, pioneered a set of relatively modern and humane judicial procedures aimed to
convince more than punish (Kras, 2020; Lea, 1888). Only later did it evolve into more stable and hierarchical
organizations, such as the Spanish Inquisition created in 1478, which have been at the core of the controversy
between Catholicism and Protestantism and are the subject of considerable historical debate (e.g., Drelichman et al.,

2021; Kamen, 1993).

3> On the roots of economic thought, see Ch. II of Schumpeter (Schumpeter, 1954: 154) and especially Rothbard
(Rothbard, 1995: 47-64), who summarizes how, from the 13" century on, Scholastics, mostly Dominicans (and
mainly Thomas Aquinas) developed many foundational ideas of economics, including the concept of the just price
as the common market price in specific circumstances of time and place; the utility and costs of trade as justification

for the role of merchants; the division of labor and mercantile profits; the superiority of private to communal



Their contribution was not limited to scholarly circles, as their collections of devotional,
preaching and confession manuals reached wide audiences (Tentler, 1977). However, they
catered to the well-off and educated, with a special focus on the ruling elites (Backman, 2003).
Dominicans encouraged individuals to scrutinize their own actions and beliefs, fostering a
culture of guilt and self-awareness that was thought to deter moral transgressions. Hence, the
center of Dominican morality was knowledge and introspection, making individuals more

concerned about their own actions.

Conversely, the Franciscan Order had a simpler and humbler focus (Backman, 2003). It emerged
in 1209, driven by a radical belief that the primitive Church had lived in simplicity and hardship
(Robson, 2006). Even if, as the Order grew, this poverty principle was soon weakened in
practice, simplicity, and concern for the community and for helping the weak remained their
ideological pillars. Franciscan doctrine also entailed a recovery of the classical ideas of
Augustinian determinism, care, shame, and compassion that had once favored the early
expansion of Christianity throughout Europe (Pansters, 2012; Stark, 1997).® Their emphasis was
on the relationship of individuals with their community as well as on the penitence that had to be
paid for refusing the humble life of Jesus (Moorman, 1968). While they recognized the need to
turn away from sin, they also saw human morality as a natural desire to do good and be generous

and compassionate.

Their worldview translated into preaching and confessional practices based on example and on

emotional messages suited for the illiterate (Moorman, 1968). While Franciscans were to mainly

property; and the role of reason as opposed to revelation in mastering the basic truths of the world and natural law,

including rational ethics, with key consequences in terms of inviolable human rights.

¢ This Franciscan recovery of classic Catholic values was occasionally conducive to regressive thinking in some
economic and scientific ideas: e.g., John Duns Scotus held that communal property was superior (a proposition soon
to be defeated, however, when Pope John XXII decreed in 1329 that property is a natural right) and advocated a sort
of cost-of-production theory of value. Franciscans also opposed Thomistic rational ethics and natural law, even if
Pierre de Jean Olivi and his late follower Bernardine de Siena also contributed to economic theory, coming close to
solving the paradox value and therefore outlining the subjective utility theory (46: 59-61). Other Franciscans also
contributed to accounting (Luca Pacioli), empiricism (Roger Bacon), epistemology (William of Ockham), and

ethnography (Bernardino of Sahagun).



preach by example, their theological instruction—well above the average priest—allowed them
to convey theological concepts straightforwardly in sermons that demanded shame, repentance,
and humility (Backman, 2003). This Franciscan simplicity facilitated a widespread
understanding of Catholic teachings, favoring adherence by creating a bridge between deep

theological foundations and the worldly issues of daily life in the community.

2.3.  Hypothesis: The Impact of the Mendicant Orders on Impersonal
Exchange

A large body of literature in moral and social psychology, as well as economics, suggests that
impersonal exchange only prospers in societies thanks to appropriate mechanisms at the
cognitive, interpersonal, and institutional levels (Table 1). For the sake of brevity, we label these,
respectively, as individualism, impersonal prosociality, and enforcement. In key dimensions,

these mechanisms differ substantially between the Dominican and Franciscan approaches.

In the cognitive domain, individualism appears linked to self-scrutiny and introspection.
Empirical evidence suggests that directing attention inwards, focusing on one’s thoughts,
feelings, and actions, underpins an independent psychology (Kitayama & Salvador, 2024; Ma et
al., 2014; Markus & Kitayama, 1991; Zhu et al., 2007). On this basis, it is only natural to predict
that, given the Dominican focus on educated self-examination, exposure to the Dominican Order
must have enhanced individualism much more than exposure to the Franciscans, given the

latter’s emphasis on community, humility, and simplicity.

In the interpersonal sphere, studies in social psychology show that impersonal prosociality—the
tendency to engage in prosocial behaviors with individuals who do not belong to the ingroup’—
is linked to the moral emotions of guilt, shame, and compassion. Unlike shame and compassion,
feelings of guilt have been observed to correlate with prosocial behavior towards strangers

(Condon & DeSteno, 2011; de Hooge et al., 2007; Haidt, 2003; Pech et al., 2023), eventually

7 This concept of impersonal prosociality overlaps with what other research—mainly social psychology—has termed
“Intergroup prosociality” or “positive intergroup contact”. Similarly, the more positive behaviors of individuals
towards the ingroup relative to the outgroup, including differences in prosociality, are often embedded within the

broader term of “ingroup biases”.



contributing to weaker ingroup-outgroup distinctions (Dovidio et al., 2017; Pettigrew & Tropp,
2006). These works ground a prediction that Dominican rationality, with its emphasis on critical
thinking, moral development, and individual accountability, favors guilt feelings, while the

Franciscan focus on community favors those of shame and compassion-

Lastly, in the institutional realm, for impersonal transactions to be viable they must benefit from
impartial enforcement, precluding ingroup favoritism and considering systemic consequences
(Aghion et al., 2010; Alesina et al., 1999; Gorodnichenko & Roland, 2017; Greif & Tabellini,
2010; Tabellini, 2010). Without it, outsiders will withdraw their cooperation and markets will
tend to collapse (Arrufiada & Casari, 2016). These works imply that the Dominican emphasis on
rational thought is more likely to advance understanding of market-wide systemic consequences,
a key ingredient in sustaining impersonal market transactions.® Conversely, the Franciscans’
lesser attention to rational thinking and their related focus on parties’ short-term welfare derived
from their emphasis on compassion is likely to endanger enforcement, compromising future
transactions.’ This is also suggested by the aforementioned differential contribution of both

orders to the development of economic thought.

8 These three mechanisms interact and reinforce each other to sustain impersonal exchange. For instance, self-
reflection is also a cognitive process involved in the experience of guilt (Baumeister et al. 2007; Nelissen 2014).
Other studies hint at the presence of less rational, more emotive, and more collective processes behind feelings of
shame and compassion (Tangney, Stuewig, and Mashek 2007; Novak et al. 2022). Furthermore, impersonal
prosociality (e.g., trusting institutions, strong willingness to spend resources in punishing transgressors) is
fundamental for impartial enforcement. Similarly, impartial institutions are arguably important for sustaining
reduced ingroup tendencies and, therefore, maintaining high levels of impersonal prosociality (Pettigrew and Tropp

2006).

° Taking a broader perspective, this Franciscan attitude might have favored the development of safety nets to support
community members in times of hardship, which may have positive consequences in terms of both personal
psychological tranquility and dynamic social stability. This possible wider tradeoff remains, however, out of the

scope of our current, relatively static, endeavor.



3. Results

To test these ideas, we explore the correlation between countries’ exposure to the mendicant
orders since their inception until 1500 and 20 indicators of impersonal exchange. Our exposure-
to-mendicants independent variables consider the historical location of mendicant houses, the
historical geographic distribution of European populations, and post-Columbian migration flows
(Figure 2), as explained in the Materials and Methods summary and supplementary text S1.1.1°
We chose the 20 dependent variables based on the predictions of the theory, conditioned by the
availability of data and before conducting the empirics, with the support of extant literature in
economics and psychology on the cognitive processes, interpersonal relations, and institutional
characteristics underlying impersonal exchange (see section S1.2 in the supplementary text for a

description and the rationale behind these choices).

To support a causal claim, we refute a myriad of possible confounders, leverage within-country
differences in exposure to the different arms of the Church, compare adult children of
immigrants in European countries, and consider the Christianization of Mesoamerica as a ‘quasi-
natural” experiment in which indigenous populations were exposed to Dominican and Franciscan
doctrines for the first time. We describe these analyses in detail in supplementary text S2.
Moreover, in the vein of Caicedo (Valencia Caicedo, 2019), we compare the effects of religious

orders with opposing views.

Each analysis involves an array of specifications, including estimations that explore the
unconditional effects of Dominican and Franciscan exposure or include possible confounders as
covariates. To the extent possible, and with the objective of being transparent and avoiding any
perception of “cherry-picking”, we repeat each specification for all outcomes, even if this
sometimes results in a loss of statistical significance because of “bad controls” that may bias the
estimates (Angrist & Pischke, 2008). We mostly rely on indexes to simplify the presentation of
results in the manuscript, but report individualized estimations for all analyses in the

supplementary text.

10 More details on materials and methods are available from the authors upon request.
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3.1. The Medieval Church and Impersonal Exchange: Cross-country

Evidence

Our cross-country results are consistent with the claim that exposure to the Dominican Order
fostered the development of impersonal change by shaping the culture and institutions of
societies. More precisely, we found that Dominican exposure favored all the 20 moral, cultural,
and institutional traits that underlie impersonal exchange (supp. text S3). Conversely, we

consistently find smaller negative effects for the Franciscan Order in all the 20 variables.

The first piece of evidence comes from partial dependence analyses, where we explore the
correlation of Dominican and Franciscan exposure with an index of impersonal exchange
conditioned on the effect of the other order. Figure 3 shows that the slope of the fitted regression
line is positive for Dominican exposure (5 = 0.61; se = 0.064) but negative for Franciscan
exposure (f =-0.27; se = 0.058). Moreover, the statistical significance of these relationships is
well perceived in the figures, as zero remains distant from the area bounded by the 95%
confidence interval. Figures S3.1 and S3.2 present similar analyses for each outcome variable

individually.

Additionally, we perform OLS estimations with a set of baseline covariates, namely, absolute
latitude, ruggedness, landlockedness, land suitability, and the percentage of Christians in a
country, differentiating between Catholics, Protestants, and others (Table 2, Table S3.1, and
Figure 4). The estimates are not only statistically but also substantively significant: the effect
size of a one-standard-deviation increase in exposure to the mendicant orders ranges between

0.09% and 0.74% of a standard deviation in the outcome variables.

These results are robust to the inclusion of a wide array of covariates, including historical
population density and urbanization rates, the influence of other religions, or the historic
prevalence of interstate conflict (Table S3.2). In particular, given the potential confounding
effect of the secular clergy, we perform additional estimations where exposure to the secular
clergy both before and after the 13™ century are included as covariates (Table 2, supp. text S3.4).
In these analyses, we find no evidence to attribute the development of impersonal exchange to
exposure to the secular clergy either before or after the 13" century. Furthermore, we assess

potential non-linearities, non-normality, and unequal error variances (supp. Text S3.5), evaluate
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the sensitivity of results to the introduction of spatial correlation (supp. text S3.6), and address

potential concerns associated with the presence of endogeneity (supp. text S3.7).

3.2. The Medieval Church and Impersonal Exchange: Cross-regional

Evidence

Despite their robustness, cross-country correlations might still be inflated by unobserved factors
influencing both the exposure of populations to the mendicant orders and our cultural and
institutional outcomes. This advises the testing of the hypothesis within countries, where this
confounding possibility should be less of a concern. We perform these tests in European and

American regions.

3.2.1. Evidence from European Regions

We estimate four European models (supp. text S2.1 and S4). First, drawing upon a sample of
native individuals in the European Social Survey (ESS), we explore how differences in the
exposure of European regions to the mendicant orders have shaped values and attitudes that
underpin impersonal exchange, including trust in others, preferences for market integration, or

the importance of freedom.

Next, we use data from the Quality of Government (QoG) survey to assess how exposure to the
mendicant orders has shaped institutional development at sub-national level. With QoG’s reports
of individual perceptions on the degree of quality, corruption, and impartiality of the police
force, public education, and public healthcare, we build measures of the quality, corruption, and

impartiality of sub-national institutions across Europe.

Third, we consider existing intra-regional variance in the location of mendicant houses across
Italy to assess how the presence of a mendicant house in a city affects three modern city-level
variables representing the prevalence of impersonal exchange: non-profits, organ donation

organizations, and the amount of loans per capita.

Finally, we adopt the epidemiological approach to exploit existing within-country variation in
exposure to both mendicant orders among second-generation migrants in the ESS survey whose

parents were born outside the host country (Fernandez, 2007; Giuliano, 2007).
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Results of these estimations are consistent with the cross-country results: higher exposure to the
Dominican Order is correlated with a higher prevalence of impersonal exchange, while exposure
to the Franciscan Order appears to be negatively correlated (index reported in Table 3, separate
analyses provided in Tables S4.1-S4.4 and Figures S4.1-S4.2). The only exception is that the
estimated coefficient for Franciscan exposure in the sample of Italian cities (Table 3, columns 5

and 6) is positive, although it remains significantly lower than that of Dominican exposure.

These results are robust to the presence of many potential confounders, as shown when we re-
estimate the previous specifications adding additional covariates, such as the secular clergy
(Table 3, and Tables S4.1-4.4), religiosity and religious self-denomination (individual analyses),
or modern inequality (city analyses). In the same vein, results hold when testing the more
“democratic” government experienced by Northern Italy in the Middle Ages relative to Southern
Italy. Lastly, results are unaffected by alternative metrics of mendicant exposure for second-

generation migrants, namely, when we drop the condition that both parents are migrants.

3.2.2. Evidence from the Christianization of Mesoamerica

Our second regional analysis considers the Christianization of Mesoamerica, treating it as a
‘natural’ experiment to estimate the impact of Dominican and Franciscan doctrines (supp. text

S2.2 and S4). We focus on Mexico because of data availability.

Relying on the World Value Survey, we explore how the number of Dominican and Franciscan
missions in each Mexican state shaped a subset of individual values that underpin impersonal
exchange. Even though the Christianization of Mesoamerica had an important stochastic
component, we include meso-regional dummy variables to account for potential confounders
stemming from differences in the colonization process, climate, geography, development, or pre-

Columbian historical factors across states.

Because these meso-regional spatial effects might still leave room for confounding effects, we
perform additional analyses at the postal code level, which allows us to measure mendicant
exposure more precisely and include more granular spatial dummies. Here, we estimate how
exposure to mendicant missions affects the number of civic organizations and public goods

provision.
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Results in Table 4 show that exposure to Dominican missions has favored the development of
these proxies of impersonal exchange, while no effect is associated with the presence of the
Franciscans (Table 4, Tables S4.5-S4.6). These results hold when, for robustness, we estimate
the effect of secular, Augustinian, and Jesuit missions, and include additional covariates, both
individual characteristics and measures of economic development at the state, town, or postal

code levels (Table 4 and Tables S4.5-4.6).

4. Implications

By considering variability in the exposure of populations to the different arms of the Church
during the Late Middle Ages, our analyses at country, region, city, postal code, and individual
levels, suggest that the mendicant orders—the main channel used by the Church to promote the
faith and enhance moral enforcement—exerted nuanced and significant influences which have
been persistent and are visible in todays’ societies, encompassing effects on moral psychology,
impersonal prosociality, ingroup-outgroup distinctions, and institutions involved in third-party

enforcement.

Two sets of implications follow. First, the paper supports the idea that the foundations of
impersonal exchange can be traced back to doctrinal and organizational changes in the Catholic
Church in the Late Middle Ages. This throws doubts on the flatly negative view of the Middle
Ages and its consequent attribution of all human progress to ulterior historical processes, such as
the Renaissance, Reformation, and Enlightenment. It therefore lends additional empirical support
to historiographical works documenting the technological, intellectual, social, legal, and
economic achievements of the Middle Ages (e.g., Berman, 1983; Colish, 1997; Le Goft, 1980;
Nemo, 2005).

In this vein, this work also contributes to recent empirical evidence suggesting that modern
cultural, institutional, and economic traits result from multiple actions by the Medieval Catholic
Church, even if possibly as an unintended consequence (Blaydes & Paik, 2016; Castello-
Climent et al., 2018; Richardson, 2005; Valencia Caicedo, 2019; Waldinger, 2017). In particular,
by reshaping family structures, the Church of the Early Middle Ages may have fostered

14



individualism and impersonal prosociality and diluted the power of clans (Schulz et al., 2019), a

phenomenon also enhanced by the rise of incorporated organizations (Greif & Tabellini, 2017).

Nevertheless, while previous works emphasize social factors (e.g., family structure, education),
our study provides an understanding of the doctrinal and organizational changes associated with
the Catholic innovations of the 13" century. These changes had far-reaching consequences,
paving the way for the emergence of cultural traits that precede impersonal exchange. Moreover,
by enhancing enforcement, they may have made previous and future normative changes more

effective.

Second, our work also expands the nascent cultural evolutionary literature that, informed by
history, psychology, anthropology, and economics, links the origins of modern cultural,
institutional, and economic differences to the “deep roots” of societies, such as ancestral family
ties, historical institutions, land suitability, climate, geography, or pathogen stress levels (Alesina
et al., 2013; Enke, 2019; Fincher et al., 2008; Galor & Ozak, 2016; Gotz et al., 2020; Van de
Vliert, 2013). The paper contributes to this scholarship by showing that the foundations of large-
scale cooperation based on one-shot exchanges between strangers are linked to a particular
historical process: the doctrinal and organizational innovations introduced by the Catholic

Church in the Late Middle Ages.

More generally, this work illustrates how religion can evolve to support impersonal exchange.
Evolutionary approaches suggest that religious beliefs facilitating personal exchange developed
because of the competitive advantages provided by personally prosocial tendencies and reduced
free-rider problems at a time when the gains of intergroup competition were larger than those of
intergroup cooperation (Bloom, 2012; Dunbar, 2022; Norenzayan et al., 2016). Then, as societies
grew and such differential gains consequently disappeared, it is believed that moralizing “Big
Gods” emerged as an “internal moral policeman” to counteract the increasing likelihood of
opportunism (Henrich et al., 2010; Lang et al., 2019; Norenzayan & Shariff, 2008). This
eventually paved the way for impersonal exchange. As an ongoing research agenda is attempting
to understand how this transition took place (e.g., Botero et al., 2014; Lightner et al., 2023), our
results suggest that the relationship between religion and impersonal exchange might not be
contingent on the transition to a moralizing god, but on the specific doctrines of religious

organizations and their investments. This interpretation would explain why different arms of the
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Catholic Church had contrasting impacts on the development of impersonal exchange, despite
Christianity always having a moralizing god with a universal emphasis encompassing all the

human race.

Finally, our finding of a positive net effect of religion is compatible with ambiguous temporal
and cross-sectional roles, as seen here in those of the Dominican and Franciscan orders. It
remains to be explained why the Church created and has maintained specialized organizations
defending different positions and producing seemingly opposite effects on the psychological and

institutional foundations of impersonal exchange.
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Table 1. Theoretical summary

Foundations of impersonal exchange Differential hypothesized treatment
Variables used in the

Analytical levels Mechanisms Dominican Franciscan Cross-country empirics

Cognitive Individualism Self-scrutiny Community  Analytical thinking
Individualism
Intellectual autonomy
Affective autonomy

Out vs ingroup collectivism

Interpersonal Impersonal Guilt Shame Guilt vs shame
prosociality Compassion

Generalized trust
Fairness
Family vs generalized trust
Ingroup favoritism
Particularism
Parking ticket violations
Second- vs third-party punishment

Blood donations to non-family

Institutional Enforcement Reason Compassion  Control of corruption
Government effectiveness
Political stability
Rule of law
Regulatory quality

Voice and accountability

Notes: The table links the analytical levels of impersonal exchange with their operational mechanisms, identifying the main causal drivers of

differential effects between the two mendicant orders, and listing in the last column the variables used in the empirical tests.
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Table 2. Cross-country estimates of the effect of exposure to the Dominican and Franciscan Orders on the

foundations of impersonal exchange

Panel A
Exposure to: Guilt vs Shame Compassion Analytic Thinking Generalized Trust Fairness
Dominican Order 0.31" 0.31" -0.41" -0.37" 0.29" 0.38™" 0.36™" 0.45™* 0.23" 0.34™
(0.13) (0.14) (0.17) (0.17) (0.10) (0.10) (0.10) (0.10) (0.10) (0.11)
Franciscan Order -0.13" -0.14 0.29™ 0.30™ 0.55 1.06" -0.09" -0.06 -0.10 -0.06
(0.07) (0.08) (0.13) (0.14) (0.42) (0.50) (0.05) (0.05) (0.06) (0.07)
Secular Clergy (Pre-13") 0.03 -0.09 0.09 -0.16™" -0.14
(0.14) (0.07) (0.12) (0.06) (0.09)
Secular Clergy (Post-13") 0.00 -0.03 -0.32" -0.09 -0.14
(0.13) (0.13) (0.12) (0.08) (0.12)
Baseline controls Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Language dummies Yes Yes Yes Yes No No No No No No
R? 0.68 0.68 0.56 0.56 0.83 0.87 0.59 0.63 0.30 0.35
Mean of dependent variables -0.00 -0.00 -0.03 -0.03 0.08 0.08 0.04 0.04 0.05 0.05
Observations 66 66 74 74 27 27 94 94 84 84
Panel B
Exposure to: Family vs Blood Donations Second- vs Third- Intellectual Parking ticket
' i General. Trust to Non-Family Party Punishment Autonomy Violations
Dominican Order -0.55™  -0.36" 0.47" 0.44™* -0.41" -0.24 0.29™* 0.23" -0.43™ -0.45™
(0.14) (0.15) (0.12) (0.14) (0.16) (0.15) (0.11) (0.13) (0.08) (0.09)
Franciscan Order 0.26™" 0.26™" -0.09 -0.10 0.17" 0.16" -0.03 -0.04 0.25™" 0.25™"
(0.08) (0.08) (0.08) (0.08) (0.09) (0.08) (0.06) (0.06) (0.04) (0.05)
Secular Clergy (Pre-13") 0.16" 0.02 0.24™ 0.04 -0.06
(0.08) (0.07) (0.10) (0.06) (0.11)
Secular Clergy (Post-13") -0.24 0.05 -0.30" 0.09 0.05
(0.18) (0.12) (0.15) (0.13) (0.09)
Baseline controls Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Language dummies No No No No No No No No No No
R? 0.61 0.64 0.56 0.56 0.38 0.42 0.69 0.70 0.29 0.29
Mean of dependent variables -0.01 -0.01 0.04 0.04 -0.03 -0.03 -0.01 -0.01 0.02 0.02
Observations 65 65 134 134 71 71 66 66 138 138
Panel C
Exposure to: Individualism Ingroup favoritism Particularism Og;l\;secl:lg;ozp Ct?on}ir(o]lgtz’;;ggl)v B
Dominican Order 0.56™" 0.51""  -0.49™"  -043"™ -036™ -0.32™"  0.40™ 047" 0.59™ 0.53""
(0.10) (0.11)  (0.09) (0.10) (0.09) (0.10) (0.10) (0.15) (0.10) (0.11)
Franciscan Order -0.12° -0.13"™  0.24™ 025" 0.07" 0.08" -0.10 -0.08 -0.22"" -0.23"™
(0.07) (0.06)  (0.06) (0.06) (0.04) (0.04) (0.06) (0.07) (0.06) (0.06)
Secular Clergy (Pre-13") -0.11" 0.10 -0.02 -0.02 0.05
(0.05) (0.06) (0.10) (0.12) (0.04)
Secular Clergy (Post-13") 0.12 -0.14 -0.06 -0.10 0.08
(0.10) (0.08) (0.07) (0.15) (0.08)
Baseline controls Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Language dummies No No No No No No No No No No
R? 0.72 0.73 0.58 0.59 0.73 0.73 0.73 0.74 0.63 0.63
Mean of dependent variables 0.01 0.01 -0.00 -0.00 -0.00 -0.00 -0.01 -0.01 -0.17 -0.17
Observations 90 90 105 105 40 40 54 54 149 149
Panel D
Exposure to: Govt. Effectiveness Political Stability Rule of Law Regulatory Quality Voice and Accounta-
' i (1996-2022) (1996-2022) (1996-2022) (1996-2022) bility (1996-2022)
Dominican Order 0.54™* 0.51™  0.26™ 0.26™  0.56™" 0.53""  0.50™ 047" 0.40™ 0.36™"
(0.10) 0.11)  (0.07) (0.08) (0.09) (0.10)  (0.08) (0.10)  (0.08) (0.08)
Franciscan Order -0.19™ -0.20™"  -0.06 -0.06 -0.20™" -0.22""  -0.18"" -0.20™"  -0.09" -0.11"
(0.05) (0.05)  (0.04) (0.04) (0.06) (0.06)  (0.06) (0.06)  (0.04) (0.05)
Secular Clergy (Pre-13") 0.11™ 0.03 0.09™ 0.14™ 0.13™
(0.04) (0.05) (0.04) (0.05) (0.05)
Secular Clergy (Post-13") 0.01 0.00 0.03 -0.00 0.03
(0.08) (0.06) (0.08) (0.07) (0.07)
Baseline controls Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Language dummies No No No No No No No No No No
R? 0.58 0.59 0.42 0.42 0.57 0.58 0.54 0.55 0.60 0.62
Mean of dependent variables -0.13 -0.13 -0.25 -0.25 -0.19 -0.19 -0.12 -0.12 -0.20 -0.20
Observations 149 149 149 149 149 149 149 149 149 149

Notes. OLS cross-country estimates of the effect of exposure to Dominican and Franciscan Orders on 20 moral, cultural, and institutional traits
that underlie impersonal exchange. All the estimations include absolute latitude, ruggedness, landlockedness, land suitability, and the percentage
of Christians in a country, differentiating between Catholics, Protestants, and others. Models with guilt vs shame and compassion as dependent
variables also include language family dummies to reduce the error that might stem from the construction of the variable and the bias arising from

p<0.01.

wkk

comparing different languages. Robust standard errors in parentheses. “p < 0.1; “p < 0.05;
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Table 3. Cross-regional estimates of the effect of exposure to the Dominican and Franciscan Orders on the

foundations of impersonal exchange

European European Italian cities Second-generation
individuals individuals (ANCITEL, ISTAT, migrants
(ESS) (QoG) AIDO) (ESS)
Index of Index of Index of Index of
impersonal values institutional development civil society impersonal values
Exposure to: (M @ ©) “4) ®) (6) (M ®)
Dominican Order 0.020™ 0.020™*  0.011™ 0.012™ 0.45™ 0.38" 0.066™"  0.07"
(0.005) (0.005) (0.005) (0.005) (0.087)  (0.077) (0.017)  (0.017)
Franciscan Order -0.009" -0.005 -0.012* -0.007 0.12" 0.11™ -0.034™  -0.036™"
(0.005) (0.005) (0.006) (0.006) (0.030)  (0.030) (0.007)  (0.008)
Secular Clergy (Pre-13") -0.011"* -0.015™* 0.089" 0.021"
(0.002) (0.003) (0.052) (0.011)
Secular Clergy (Post-13") 0.007 0.006" 0.76" -0.005
(0.004) (0.003) (0.39) (0.011)
Regional controls Yes Yes Yes Yes No No Yes Yes
Individual controls Yes Yes Yes Yes No No Yes Yes
City controls No No No No Yes Yes No No
Spatial dummies Country Country  Country Country Region Region Region Region
Wave dummies Yes Yes Yes Yes No No Yes Yes
Observations 323971 323971 145895 145895 7620 7620 5729 5729

Notes. This table uses multiple samples and levels of analysis. The unit of observation for columns (1)-(8) is, respectively, European individuals
from the ESS survey; European individuals from the QoG survey; second-generation migrants from the ESS survey; and Italian cities. The
dependent variable in columns (1), (2), (7) and (8) is a composite index of the following variables: generalized trust, institutional trust, fairness,
rent-seeking relevance, altruism, preference for European integration, participation in social activities, importance of following rules, importance
of tradition, and importance of freedom. The dependent variable in columns (3) and (4) is a composite index of the quality, corruption, and
impartiality of institutions in each European region. The dependent variable in columns (5) and (6) is a composite index of the number of
nonprofit organizations in a city, whether the city has an organ donation organization, and the amount of loans per capita in the city. The
variables are code reversed when necessary to build the indexes. Covariates in individual estimations—columns (1)-(4) and (7) and (8)—include
absolute latitude, ruggedness, landlockedness, land suitability, as well as age, age?, sex, and income. Additionally, estimations in columns (3) and
(4) include population density in 1200 and respondents’ settlement size. Estimations in columns (5) and (6) include caloric suitability, three
dummy variables accounting, respectively, for whether the city is in a mountain area, near the sea, or by the sea, as well as modern population
and population density in 1200. To account for the hierarchical relationships of the data, multilevel mixed-effects linear models are used to obtain
the estimates in samples with European individuals. Robust standard errors clustered at the regional level are shown in columns (1)-(6). Robust

standard errors clustered at the regional, country-of-father, and country-of-mother levels are shown in columns (7) and (8). “p <0.1; *p < 0.05;

**p<0.0l.
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Table 4. The effects of mendicant missions on impersonal exchange in Mesoamerica

Mexican individuals Civic organizations Households
(WVS) (RFOSC) (CPV)
Index of impersonal Number of civic Public goods
values organizations per capita provision
M @ ©) “4) ®) (6)
Dominican Missions 0.042™ 0.088"" 0.003" 0.003" 0.014™ 0.014™
(0.017) (0.026) (0.001) (0.001) (0.006) (0.006)
Franciscan Missions -0.049 0.032 -0.005 -0.005 0.006 0.005
(0.045) (0.033) (0.007) (0.007) (0.005) (0.005)
Augustinian Missions -0.119™ -0.003 0.004"
(0.049) (0.006) (0.002)
Secular Missions -0.003 -0.006 0.003
(0.030) (0.008) (0.002)
Jesuit Missions -0.180"" 0.003" 0.007
(0.049) (0.001) (0.006)
Regional controls Yes Yes Yes Yes Yes Yes
Individual controls Yes Yes No No No No
Spatial dummies Mesoregion  Mesoregion  Postal Postal Postal Postal
codes codes codes codes
Wave dummies Yes Yes Yes Yes Yes Yes
Observations 3321 3321 24185 24185 21886 21886

Notes. The units of observation are, respectively, Mexican individuals from the WVS survey, in columns (1) and (2); and Mexican postal
codes, in columns (3)-(8). The dependent variable in columns (1) and (2) is a composite index of the following variables: generalized
trust, fairness, the importance of tradition, and the importance of independence. The dependent variable in columns (3) and (4) is the
number of civic organizations per capita in each Mexican postal code. The dependent variable in columns (5) and (6) is the amount of
public goods provided in each Mexican postal code. The variables are code reversed when necessary to build the index. All the
estimations include absolute latitude, ruggedness, landlockedness, land suitability, and modern religiosity (the percentage of Catholics,
Protestants, and non-religious people in the region). Covariates in individual estimations—columns (1)-(2)—also include a set of
individual covariates, namely, age, age?, sex, and income. In addition, covariates in columns (3) and (4) include modern population in
each postal code. To account for the hierarchical relationships of the data, multilevel mixed-effects linear models are used to obtain the
estimates in samples with individuals. Robust standard errors clustered at the state and postal code levels are shown in columns (1) and

(2); and (3)-(6), respectively. “p<0.1; “p <0.05; " p<0.01.

wh
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Figure 1. Cross-country correlation between exposure to the mendicant orders and impersonal

exchange

Imp. Exchange Index (today)

T
0 5 10 15
Exposure to Mendicant Orders between 1300 and 1500

Notes. The Figure shows the cross-country correlation between exposure to the mendicant orders and impersonal exchange. Exposure to
the mendicant orders is calculated as the sum of the standardized measures of Dominican and Franciscan exposure. To measure
impersonal exchange, we build a composite index with our selected outcomes (see Appendix A1.2). Calculation of the index does not
include the guilt vs shame and compassion variables given that these estimations include language family dummies to reduce any error
stemming from construction of the variable and bias arising from comparing two different languages. Including them, nevertheless, does
not change the results substantially. Exposure to the mendicant orders and the impersonal exchange index are correlated at » = 0.48.
Colored dots indicate countries that have been at least minimally exposed to any of the mendicant orders, either directly or through
migration flows. The gray area represents the 95% confidence interval for the linear fit of the distribution. The outlier is Italy. When

excluding it from the analyses, the results remain similar.
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Figure 2. Historical Exposure to the Dominican and Franciscan Orders up to 1500
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Notes. Fig. 2A shows (standardized) average exposure to the Dominican Order up to 1500 in each country. Fig. 2B shows the
(standardized) average exposure to the Franciscan Order up to 1500 in each country. Although Italy is a clear outlier, results remain

similar when it is excluded from the analysis.
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Figure 3. Partial dependence analyses of the effect of exposure to Dominican and Franciscan Orders on

impersonal exchange
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Notes. The first Figure (above) shows the effect of exposure to the Dominican Order after partialling out the effect of Franciscan
exposure. Red dots indicate countries that have been at least minimally exposed to the Dominican Order, either directly or through
migration flows. The slope of the fitted regression line is positive (= 0.61; se = 0.064). The second Figure (below) shows the effect of
exposure to the Franciscan Order after partialling out the effect of Dominican exposure. Blue dots indicate countries that have been at
least minimally exposed to the Franciscan Order, either directly or through migration flows. The slope of the fitted regression line is
negative (ff =-0.27; se = 0.058). The gray area in both figures represents the 95% confidence interval for the linear fit of the distribution.
Calculation of the index does not include the guilt vs shame and compassion variables given that these estimations include language
family dummies to reduce any error stemming from construction of the variable and bias arising from comparing two different languages.

Including them, nevertheless, does not change the results substantially.

23



Figure 4. Baseline estimations of the effect of exposure to the Dominican and Franciscan Orders on

impersonal exchange

The Medieval Church and the Foundations of Impersonal Exchange
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Notes. Baseline estimations of the effect of exposure to the Dominican and Franciscan Orders on 20 moral, cultural, and institutional

traits that underlie impersonal exchange. The figure shows the size effects of exposure to the Dominican and Franciscan Orders, as well

as the 95% confidence interval for each estimate (black lines). These estimations include absolute latitude, ruggedness, landlockedness,
land suitability, and the percentage of Christians in a country, differentiating between Catholics, Protestants, and others. Models with
guilt vs shame and compassion as dependent variables also include language family dummies to reduce any error stemming from

construction of the variable and bias arising from comparing two different languages. Standard errors are robust.
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