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The Survey of “Middle Income Trap” and
the Importance of Financial Market Development

Shota AKIMOTO

Abstract

Recently, the slowdown of emerging economies is seriously concerned. This slowdown could
be related to “Middle Income Trap', the phenomenon that economic growth starts to slow
rapidly in some middle income countries. In this paper, I surveyed the previous researches
about “Middle Income Trap' and summarized the main issues, the theoretical frameworks,
the factor to be “trapped”, and some possible solutions. According to several theoretical
models and empirical analysis, the middle income countries would be “trapped” due to
resource-dependent exports, low level education, or low quality regulations. In addition, I
think that the development of financial market would be important to escape from “the
trap’ as well. Many previous researches indicate that the development of financial markets
leads to economic growth. It would lead to capital accumulation by increasing savings, and
more developed financial markets would encourage innovation. More surveys and empirical

analysis would be necessary.
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