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The research and enlightenment of economic crisis
from the perspective of new institutional economics

—-— Take the 2008 US financial crisis as an example

Ma, Zi hao

Abstract: In the course of world economic development, different economies will encounter
different degrees of economic crisis caused by different reasons, which may lead to the obstruction
of economic development at the most, or the large—scale economic downturn or Great Depression
at the most. In 2008, since the establishment and collapse of the Bretton Woods system, the
United States ushered in an unprecedented financial storm, sweeping the whole country.
Revealing the causes of the crisis in the United States, a global financial center, is of great
significance to economic development and financial markets. Traditional studies on the causes of
the financial crisis mainly focus on three theories, namely, the theory of financial system
deregulation, the theory of excessive financialization and the theory of financial oligarchy.
Although these three theories explain the causes of the outbreak of the financial crisis from
different perspectives, in my opinion, these three theories all explain the appearance of the
financial market. There is still a lack of deeper root problem and core explanation of the financial
system chaos —- institutional problem. Therefore, based on the perspective of new institutional
economics, this paper tries to introduce Coase Theorem, transaction cost, bounded rationality, and
other theories which are more in line with the real economic environment (namely, partial revision
and relaxation of overly ideal assumptions in neoclassical economics) through the assumption of
new institutional economics. Theories such as path dependence of institutional change,
respectively in different stages of the outbreak of the financial crisis in 2008, find out substantive
evidence, separate and explain the institutional problems (informal institutions, formal institutions,
and implementation mechanisms, etc.) in this stage, so as to realize the exploration of the root of
the outbreak of the financial crisis, and finally give enlightenment to the construction and
development of future economic institutions.

Keywords: Financial crisis Institutional change Path dependence Exploring the root
cause of the crisis New institutional economic perspective
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The research and enlightenment of economic crisis
from the perspective of new institutional economics

—-— Take the 2008 US financial crisis as an example

Ma, Zi hao

(School of Economics, Zhongnan University of Economics and Law)

Summary: the scope of the impact of financial crises and the strong adverse effects on the
economy constantly remind every economy in the world to learn from the experience of past crises.
New institutional economics has opened up a new perspective for studying crises, not only
exploring the causes and impacts of market appearances, but also through various more realistic
assumptions, from trader behavior to formal systems such as laws and regulations, contracts, etc,
Exploring the root causes of financial crises in various aspects such as institutional
implementation and even informal institutions can provide inspiration for the future institutional
construction of China and even more economies. I believe this is the most important reason and
value for us to study crises.

Keywords: Financial crisis Institutional change Path dependence Exploring the root

cause of the crisis New institutional economic perspective
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