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Does the Development of Financial Intermediation
Smooth Economic Fluctuations? Evidence from China

YAO Yao-jun, BAO Xiao-hui

(School of Finance, Zhejiang Gongshang University , Hangzhou 310018, China)

Abstract: The relationship between the development of financial inter-
mediation and economic fluctuations is an academic frontier. Based on the
provincial panel data in China from 1994 to 2010, this paper finds that, the
development of financial intermediation in China has significantly dampened
monetary shock, but by and large, China has not yet reached to the stage
where the development of financial intermediation can (FT#% 81 m)
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Policy Burdens, Marketization Reform and SOEs’
Underperformance after Their Share Issue Privatization

LIU Chun, SUN Liang

(International Business School, Sun Yat-sen University, Zhuhai 519082, China)

Abstract: By investigating the changes in policy burdens after Chinese
SOEs’ share issue privatization (SIP), this paper builds a bridge between
government intervention and SOEs”’ underperformance after their SIP, and
provides corresponding governance tools. The results show that, there exists
a significant increase in policy burdens after SOEs” SIP, and greater demand
for employment expansion in the areas in which SOEs are located leads to
more significant increase in policy burdens of SOEs. The increase in policy
burdens has a significantly negative effect on the operating performance of
SOEs after their SIP and could strengthen their underperformance. Further
analysis shows that, both of the shift of Chinese IPO issuance system from
quota to approval system, and the process of marketization, can help to sig-
nificantly reduce the increase degree of policy burdens after SOEs’ SIP, so
they can be the effective governance tools to improve the performance of
SOEs” SIP in China.

Key words: policy burden; share issue privatization; underperfor-

mance; marketization reform (FrlEmE & %)
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smooth economic fluctuations.It also shows that China is experiencing a shift
from the stage where the development of financial intermediation has the
amplification effect on economic fluctuations to the critical interval. There-
fore, it offers the important policy implication that, the development of fi-
nancial intermediation in China has been in a critical period and the further
quick development of financial intermediation will certainly bring about the
positive effects on macroeconomic stability and economic growth.

Key words: development of financial intermediation; economic fluctua-

tion; monetary shock (FTHE%RE & )
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