

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	The Financial-Real Sector Nexus: Theory and Empirical Evidence

	
    
        
            
            







    
    










    
    
    
    











			
                    Research Institute for European Affairs Working Paper No. 43
 
        

    
	

	
	
		
		
			72 Pages
		
		

		Posted: 1 Aug 2007
		
		
		
	

	
		
			
			




	See all articles by David Niels BlumDavid Niels Blum
affiliation not provided to SSRN
Klaus Federmair
affiliation not provided to SSRN
Gerhard  Fink
Dept of International Business and Trade
Peter R. Haiss
WU Vienna University of Economics and Business; UniCredit Bank Austria; IES Vienna - Institute for the International Education of Students


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: September 2002

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Without doubt a well-developed financial sector is related to efficient resource allocation and growth, but there is modest consensus on the direction of that link, on the notion of what is meant by "well developed", on which subset of the financial market is crucial and thus which organisational set-up provides optimal returns for both architects and market participants alike. With sluggish growth, torn down market barriers and systemic change in the EU accession countries the direction, magnitude, sustainability, institutional set-up of the finance-growth nexus (and which), becomes one of the core issues of both macroeconomic theory and practice. This paper reviews the economic theory available, provides a well structured overview of 54 empirical studies conducted since 1964, sets the stage for constructing a data base encompassing the major three segments of financial markets (stock, bond and bank credit) and provides the methodological background for combining cross-country production function and time-series approaches in order to answer the following questions: (1) What is the direction of the finance-growth nexus, (2) which segment of the financial sector drives whatever nexus there is, and (3) what are the features of a growth supportive financial architecture. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: economic growth, financial sector, financial system, banking intermediation, stock

	
	

	
    

    
	

	
	
		JEL Classification: G1, G2, G3, O4

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Blum,  David Niels and Federmair,  Klaus and Fink,  Gerhard and Haiss,  Peter R., The Financial-Real Sector Nexus: Theory and Empirical Evidence (September 2002). Research Institute for European Affairs Working Paper No. 43,  Available at SSRN: https://ssrn.com/abstract=1004269 or http://dx.doi.org/10.2139/ssrn.1004269 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						David Niels Blum

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				affiliation not provided to SSRN  ( email )

			

			
			
				
				
				
					No Address Available

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Klaus Federmair

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				affiliation not provided to SSRN  ( email )

			

			
			
				
				
				
					No Address Available

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Gerhard Fink

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Dept of International Business and Trade  ( email )

			

			
			
				
				
				
					Welthandelsplatz 1, Building D1
Wien, 1020
Austria
+43/1/313364331 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Peter R. Haiss (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				WU Vienna University of Economics and Business  ( email )

			

			
			
				
				
				
					Institute for Production Management
Welthandelsplatz 1
Vienna, A-1020
Austria
++43-660 4848254 (Phone)
++43-50505 8944214 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				UniCredit Bank Austria  ( email )

			

			
			
				
				
				
					Rothschildplatz 1
Vienna, A-1020
Austria
++43-(0)50505 44214 (Phone)
++43-(0)50505 89 44214 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.bankaustria.com
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				IES Vienna - Institute for the International Education of Students 

			

			
			
				
				
				
					Johannesgasse 7
Vienna, A-1010
Austria

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      495

			

		
		
		
			Abstract Views

			    2,769

		

		
		 
		
			Rank

			  105,871

		

		
	


	
		
            
            	       35 Citations
		

	

	
		
			
				      200 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    European Economics: Macroeconomics & Monetary Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                European Economics: Macroeconomics & Monetary Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,132

                                    

                                    
                                        PAPERS

                                           16,216

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Marco Da Rin at Tilburg University, Department of Finance, Francesco Giavazzi at University of Bocconi - Innocenzo Gasparini Institute for Economic Research (IGIER)National Bureau of Economic Research (NBER)

                                    

                                
                            

                        

                    

                
	
                    International Corporate Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Corporate Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,029

                                    

                                    
                                        PAPERS

                                            8,594

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Financial Dependence and Growth

                        
                            By
                                
                                
                                    
                                    Raghuram G. Rajan
                                     and 
                                
                                    
                                    Luigi Zingales
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Stock Markets, Banks, and Growth: Panel Evidence

                        
                            By
                                
                                
                                    
                                    Thorsten Beck
                                     and 
                                
                                    
                                    Ross Levine
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Stock Markets, Banks, and Growth: Panel Evidence

                        
                            By
                                
                                
                                    
                                    Thorsten Beck
                                     and 
                                
                                    
                                    Ross Levine
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Stock Markets, Banks, and Economic Growth

                            
                                By
                                    
                                    
                                        
                                        Ross Levine
                                         and 
                                    
                                        
                                        Sara Zervos
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Financial Development and Economic Growth: Views and Agenda

                            
                                By
                                    
                                    
                                        
                                        Ross Levine
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Stock Markets, Banks, and Growth: Correlation or Causality

                            
                                By
                                    
                                    
                                        
                                        Thorsten Beck
                                         and 
                                    
                                        
                                        Ross Levine
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Finance, Firm Size and Growth

                            
                                By
                                    
                                    
                                        
                                        Thorsten Beck, 
                                        
                                    
                                        
                                        Asli DemirgÃ¼Ã§-kunt, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Finance, Firm Size, and Growth

                            
                                By
                                    
                                    
                                        
                                        Thorsten Beck, 
                                        
                                    
                                        
                                        Asli DemirgÃ¼Ã§-kunt, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Finance, Firm Size, and Growth

                            
                                By
                                    
                                    
                                        
                                        Thorsten Beck, 
                                        
                                    
                                        
                                        Asli DemirgÃ¼Ã§-kunt, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Financial Intermediation and Growth: Causality and Causes

                            
                                By
                                    
                                    
                                        
                                        Ross Levine, 
                                        
                                    
                                        
                                        Norman Loayza, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.094 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
