
Ad
ve

r

International Journal of Finance & Economics / Volume 11, Issue 3 /  pp. 245-260

Research Article

Finance, institutions and economic development

First published: 21 August 2006

https://doi.org/10.1002/ijfe.296

Abstract

REFERENCES 

Arestis P, Demetriades P. 1997. Financial development and economic growth: assessing the evidence.
Economic Journal 107: 783–799.

Aron J. 2000. Growth and institutions: a review of the evidence. The World Bank Research Observer 15: 99–
135.

Barro RJ, Sala-i-Martin X. 1992. Convergence. Journal of Political Economy 100: 223–251.

Barro RJ, Sala-i-Martin X. 1995. Economic Growth. McGraw-Hill: New York.

Panicos Demetriades, Siong Hook Law

Using data from 72 countries for the period 1978–2000, we �nd that �nancial development has
larger e�ects on GDP per capita when the �nancial system is embedded within a sound
institutional framework. Moreover, we �nd that �nancial development is most potent in middle-
income countries, where its e�ects are particularly large when institutional quality is high.
Importantly, we also �nd that in low-income countries the in�uence of �nancial development is at
its weakest; in these countries, more �nance without sound institutions may not succeed in
delivering long-run economic bene�ts. Copyright © 2006 John Wiley & Sons, Ltd.
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