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During the 1980s and 1990s, many developing countries (DCs) have been

engaged in far‐reaching reforms of their �nancial systems, liberalising

them and making them more market‐oriented. This liberalisation,

involving inter alia ‘�nancial de‐repression’ has been inspired partly by

the work of the McKinnon (1973) and Shaw (1973) (M–S) school.

This paper suggests that, in addition to �nancial de‐repression, there has

been a major new element in the development of DC �nancial systems in

recent years – the establishment and fast expansion of stockmarkets.

These markets have played a key role in the internal as well as external

�nancial liberalisation processes in leading DCs. Further, the paper �nds

that the actual behaviour of these markets in many countries has led to

outcomes which undermine the effects of the higher real interest rates

arising from ‘�nancial de‐repression’. These important empirical

phenomena have received scant attention from M‐S economists, who

need to incorporate them into their analysis of �nancial liberalisation.

However, for DCs, the essential question is: what will be the impact of

these developments on industrialisation and long‐term economic

growth? This paper argues that in general �nancial liberalisation and the

associated expansion of stockmarkets in DCs is likely to hinder rather

than assist their development.

https://doi.org/10.1111/j.1468-0297.1997.tb00042.x
javascript:;
javascript:;
https://academic.oup.com/ej/search-results?f_TocHeadingTitleList=Controversy%3a+Finance+and+Development


Sign in Get help with access

Royal Economic Society members

Sign in through society site

Personal account

Sign in with email/username &
password

Get email alerts

Save searches

Purchase content

Activate your purchase/trial code

Add your ORCID iD

Sign in  Register

Institutional access

Sign in through your
institution

Sign in through your institution

Sign in with a library card

Sign in with username/password

Recommend to your librarian

Institutional account
management

Sign in as administrator

Purchase

Subscription prices and ordering for this journal

Purchasing options for books and journals across Oxford Academic

Short-term Access

To purchase short-term access, please sign in to your personal account above.

Don't already have a personal account? Register

Financial Liberalisation, Stockmarkets and Economic Development - 24 Hours access

EUR €53.00 GBP £44.00 USD $58.00

Rental

This article is also available for rental through DeepDyve.

https://portal.res.org.uk/account/login?ReturnUrl=%node:current_encoded_url
https://www.deepdyve.com/lp/ou-press/financial-liberalisation-stockmarkets-and-economic-development-tMjZS7IHiu?key=OUP
javascript:;
https://portal.res.org.uk/account/login?ReturnUrl=%node:current_encoded_url
https://academic.oup.com/my-account/register?siteId=6182&returnUrl=http%3a%2f%2facademic.oup.com%2fej%2farticle-abstract%2f107%2f442%2f771%2f5057694%3flogin%3dfalse
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;
https://academic.oup.com/pages/get-help-with-access/recommend-to-your-librarian?journal=ej
javascript:
https://academic.oup.com/ej/Subscribe/CurrentYear
https://academic.oup.com/pages/purchasing
https://academic.oup.com/my-account/register?siteId=6182&returnUrl=https://academic.oup.com%2fej%2farticle-abstract%2f107%2f442%2f771%2f5057694%3fredirectedFrom%3dfulltext



