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Abstract

Many studies investigate relationships between economic growth in specific economies

and the development of its banking sector or between its growth rate and its rate of

inflation. Advancing on earlier work, this article uses panel cointegration and causality

tests applied to 34 OECD countries over the period 1960–2011. Our novel panel-data

estimation procedure offers more robust estimates by utilizing variations between

countries as well as variation over time. We identify important long-run causal links

among the variables and show their implications for economic policy.

 Keywords: banking-sector development economic growth inflation panel cointegration tests

panel Granger causality tests OECD countries

 JEL Classification: O43 O16 E44 E31

Previous article View issue table of contents Next article 



 

We Care About Your Privacy

We and our 845 partners store and/or access information on

a device, such as unique IDs in cookies to process personal

data. You may accept or manage your choices by clicking

below, including your right to object where legitimate

interest is used, or at any time in the privacy policy page.

These choices will be signaled to our partners and will not

affect browsing data. Privacy Policy

We and our partners process data to provide:

Use precise geolocation data. Actively scan device

characteristics for identification. Store and/or access

information on a device. Personalised advertising and

content, advertising and content measurement, audience

research and services development.

List of Partners (vendors)

I Accept

Essential Only

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/rafe20
https://www.tandfonline.com/loi/rafe20
https://www.tandfonline.com/toc/rafe20/24/7
https://www.tandfonline.com/toc/rafe20/24/7
https://www.tandfonline.com/journals/rafe20
https://www.tandfonline.com/author/Pradhan%2C+Rudra+P
https://www.tandfonline.com/author/Arvin%2C+B+Mak
https://www.tandfonline.com/author/Norman%2C+Neville+R
https://www.tandfonline.com/author/Nishigaki%2C+Yasuyuki
https://doi.org/10.1080/09603107.2014.881968
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F09603107.2014.881968&pubId=46726052&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/09603107.2014.881968?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/09603107.2014.881968?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/09603107.2014.881968?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/09603107.2014.881968?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/09603107.2014.881968?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/09603107.2014.881968?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/09603107.2014.881968
https://www.tandfonline.com/keyword/banking-sector+development
https://www.tandfonline.com/keyword/economic+growth
https://www.tandfonline.com/keyword/inflation
https://www.tandfonline.com/keyword/panel+cointegration+tests
https://www.tandfonline.com/keyword/panel+Granger+causality+tests
https://www.tandfonline.com/keyword/OECD+countries
https://www.tandfonline.com/keyword/O43
https://www.tandfonline.com/keyword/O16
https://www.tandfonline.com/keyword/E44
https://www.tandfonline.com/keyword/E31
https://www.tandfonline.com/doi/full/10.1080/09603107.2014.884697
https://www.tandfonline.com/toc/rafe20/24/7?nav=tocList
https://www.tandfonline.com/doi/full/10.1080/09603107.2014.887189
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


Notes

 The large literature focusing on the various determinants of growth is not surveyed

here. See, for example, Barro and Sala-i-Martin (1995), the May 1992 issue of the

Economic Journal, and the various issues of the Journal of Economic Growth.

 See also FitzGerald (2006) for an excellent survey which also calls attention to the

significance of the topic we study here. The author warns against seeking simple

relationships and opines that many connotations of financial development may not be

measurable.

 Financial development may be interpreted as banking-sector development and/or

stock market development. See, for example, Ang (2008a) for discussion.
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