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Abstract

The economic growth is an eternal topic in the economic re-
search. The relationship between financial development and economic
growth is becoming more and more intimate. It is generally accepted
that financial efficiency is closely geared to economic development. But
there is always serious inconsistent in the case of China. On one hand,
China saw continually high growth in economy since China’s reform
and opening to the outside world since 1978, as is worldwide recog-
nized; On the other hand, the scholars often argued that China has
low financial efficiency. So, the coexistence of high economic growth
and low financial efficiency is a paradox which needs theoretical ex-
planations. Three goals are to be reached in this book by application of
the economic theory and financial theory as well as the methodology of
positive and normative analysis; firstly explain the reason and the na-
ture of the low efficiency of the finance in the context of high economy
growth. Secondly expound how to bring forth a high growth of economy
when the efficiency of financial sector is low. Thirdly, study the rela-
tionship between high economic growth and low financial efficiency
such as their compatibility, conflict, and development trend.

This book takes China’s economic change as the background all
the time, and relies on the economic growth theory and developing fi-
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nancial theory of mainstream economics and the latest theory of rela-
tion between finance and growth, and stresses the concrete and prom-
inent condition of China’s economic finance, and emphatically ex-
plains the riddle of the coexistence of China’s economic high growth
and low efficiency of finance, and finally study improving China’s fi-
nancial efficiency, and realizing economic growth.

The book mainly includes six chapters. The first chapter—intro-
duction puts forward the meaning in theory and practice of this study
and explains relevant concepts; then this book introduces the research
method of this thesis; and finally points out the main innovation and
deficiency of this book.

Chapter two gives a review of Chinese financial efficiency in eco-
nomic growth. We review the researches of economic growth and finan-
cial efficiency of China since 1978 and analyses relevant theoretical
explanations, such as the economy development factors theory, the
developing finance theory and the finance & development relation the-
ory. In the economy development factors theory, Pagano etc. (1992)
give some explosive works on how to make financial factors to be endo-
genetic in the economy development model; The developing finance
theory study some problem such as the finance suppress, finance
deepen and finance restriction, etc; the finance & development rela-
tion theory study the relevance, consequence and effecting mechanism
of finance and economy development. In this chapter, we give the re-
view of the relevant literatures and find that these researches can be
carved up two sides; some researches study Chinese finance efficiency
directly and investigate the efficiency of finance configuration in em-
phasis; the other researches study the relationship between finance

and economy development and the situation of China. In the end, we
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