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The Institutional Constraints on the Negative Economic Growth Effect in
Financial Development: Based on Literature Review

ZHOU Dan*®
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Abstract: The intuitive financial feeling may runs contrary to the facts of “finance and economic” effect. How
to produce the nonlinear correlation between financial development and economic growth and influenced by what
factors? From the perspective of institution complement and constraint this paper gives its comments and combs out
the associated literatures about financial development and “finance and growth”. The study found that the protec—
tion of the property rights and the trading main body’ s rights and interests is the important guarantee to realize fi—
nancial functions; credit system as a kind of informal institutional arrangement which can guarantee transaction
smoothly ease the financing constraints and ensure economic growth; financial development needs both efficiency
and fairness SMEs need supports from specific institutional design; the financial development’ accurate measure is
the core and methods of the financial development research by using the complementary system and a new measure—
ment method the empirical studies could accurately and dynamically analyze the institutional dependence of the “fi-
nance and growth” relation.

Key words: financial development; economic growth; institutional constraints; literature review
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