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Threshold Effects of Financial Strategies and
Property Structure on Economic Growth

LT Yong, WANG Man-cang

(School of Economics and Management s Northwest University, Xi’an 710069, China)

Abstract: In view of the defects in the explanation of economic growth
in China from the angles of financial deepening and property reform. this pa-
per puts forward a proposition that financial strategies and property reform
have non-linear relations with economic growth, and confirms the non-linear
relations by panel threshold model. The conclusions show that under low
marketization, owing to the avoidance of insufficient investment caused by
the externality, financial repression and property structure of stated-owned
enterprises are the second optimal institutional arrangements, thus realizing
the second optimal economic efficiency; as the externality gradually decrea-
ses, financial repression and property structure of stated-owned enterprises
lead to severe financial pressure and the costs of moral risk. Therefore,
it provides the important enlightenment that we should regard systematically
and dynamically the choice of financial strategies and prperty reform.

Key words: financial strategy; property structure; economic growth
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