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Abstract

This book: centers on the interacting and coupling relationship be-
tween informal institutions and economic development, exploring how
informal institutions influence economic development and why econom-
ic development can benefit the change of informal institutions.

Institutions, which are the fundamental factors influencing eco-

nomic development, falls into two major categories -formal institu-
tions and informal institutions. In the binding system of human behav-
ior, the former only controls a small part of human behavior choice,
while the latter, restricting the larger part of human behavior choice,
has a very high economic status and plays a very important role. The
great impact and restricting role of the informal institutions become
quite prominent in the course of China’s economic reform and institu-
tional change. As market economy continues to develop, its ideology’,
values, moral norm, habit, custom and religion will change corre-
spondingly, which will bring about new issues for us to study and. ex-
plore.

Ideology plays a dual role in economic growth .and ‘economic de-
velopment. A successful ideology, by saving iransaction expenses and
by overcoming the phenomenon of “free ride”, enables the economy
to grow and develop efficiently. On the contrary, an out-dated ideolo-

gy will be a stumbling block which hinders the growth and develop-
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ment of the economy. If a country is to maintain its relative stability
and prevent its citizens from taking free rides, it must make its citizen
accept its ideology by repeated instillation, which means the country
must increase its investment in this respect.

The change of cultural tradition has the characteristic of path-de-
pendency and its impact on economic development cannot be dwarfed,
for the development of social economy is profoundly built upon infor-
mal institutions, especially upon the non- transplantable cultural sys-
tem. Local culture and cultural tradition are indispensable to the de-
velopment of local economy. In modern society, cultural tradition in-
fluences economic development in this way: cultural tradition gradual-
ly influences the local residents, thus producing a group of people
with different cultural gifts, which eventually determines the different
feature and level of the development of local economy. At the same
time, cultural tradition begins to change and develop with the develop-
ment of local economy.

Value notion is an important component of informal institutions
and it is a kind of ideology system reflecting the deeper structure of the
society. The development of economy is inevitably accompanied with
the change of social economic structure and lifestyle, which conse-
quently brings about the change of people’s value notion. Therefore,
we should know that the change of the economic foundation determines
and at the same time helps the formation and development of new val-
ue notion and that the formation and developmeént of new value notion
enhance people’s subjectivity and creativity and arouse people’s enthu-
siasm for economic activities. The new value notion in turn becomes
the powerful motivation for people to develop e-conomy.

Moral norm, as a behavior norm and value spirit regulating the
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relationship between people in economic activities, is the inherent reg-
ulation and. spiritual frame of economic activity 'and it is the aim of the
market economy. The development of economy is not only the course
of resource collocation but also'the course' of people’s moral coordina-
tion. Moral norm is the important factor that influerices and restricts
the development of economy and! it is a special economic resource
whose special value in the development of social economy cannot be
replaced by other-‘economic resources.

Institution is a deductive process from totem and taboo to ‘habit
and custom and then from habit and custom to convention and finally
to the formal institution. The development of economy is changing
habit and custom; and at the same time habit and custom are also in-
fluencing the development of economy: all the time. Habit and custom
are not only the background but also the participants in the develop-
ment of economy Therefore, we should make habit and custom interact
and couple with economic development.

Religion, as a historical and cultural phenomenon of a.society, is
also a kind of informal institutions, which is of great importance and
has great influence on the economic development. It is, in essence, a
kind of social sense and the reflection of the illusion of the external
force dominating people’s life. Although it «is visional, it has a far-
reaching influence on the unreligious economic society. Religion, as &
superstructure, iis the product of economic foundation and it is bound
to produce a counteractive on the economic foundation on which it de-
pends. It will certainly change with the economic development.

By expotunding the relationship between ideology, value mnotion,
cultural tradition, moral norm, habit, custom, réligion and economic

development, we can come to the conclusion: first, the relationship
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between informal .institutions and economic development is ‘an interac-

ting and coupling ielationship informal institutions influence eco-
nomic development and economic development, in turn helps the
change of jinformal institutions. Second, the relationship between the

factors of informal institutions is also an interacting and coupling rela-

tionship; they are related and interact with each other and then in-
fluence economic development. together. Therefore, it. is necessary for
us to promote the change of informal institutions and further economic
development.

This book falls into three major parts except the introduction
part.

The first part consists of chapter one only. It focuses on the fun-
damentals of informal institutions and economic development, revie-
wing and sorting through such relevant theories of new institutional e-
conomics as the definition of institution, its components . its essence,
the characteristics and functions -of informal institution, the differences
and correlations beiween informal and formal institutions and their
functions in modern economic growth and development.

The second part is composed of six chapters from chapter two to
chapter seven. These :six chapters expound respectively the relation-
ship between economic development and ideology, value notion, cul-
tural tradition, moral norm and customs, habits and religion.

Chapter Eight forms the: third part of this book. It is the summary
and conclusion part.

Key words: Institution; Informal Institution; Economic de-

velopment; Interaction; Coupling




