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Bank-firm Relationship and the Growth of SMEs:
Evidence from the Value of Relationship Lending

HE Ren', WANG Wei-cheng”

(1.School of Finance , Shanghai University of Finance and Economics ,
Shanghai 200433, China ; 2.Department of Finance, Insurance, and
Real Estate, Washington State University s Pullman 99163, USA)

Abstract: Based on the survey of World Bank on 1 186 Chinese SMEs of
18 cities, the paper makes an empirical study on the correlation of bank-firm
relationship and the growth of SMEs in China. It finds that the numbers of
relationship banks and the time of maintaining these relationships have nega-
tive effects on the growth of the enterprises. But the relationship degree
formed by enterprises’ collection of credits by using relationship has a posi-
tive effect on the growth of the enterprises, especially in larger enterprises,
non- state-owned enterprises and groups under weak market competition.
The paper provides empirical evidences on the practice of the theory of
SMEs’ relationship lending in China and also reveals the application value of
SMEs’ relationship lending.
Key words: bank-firm relationship; small and medium enterprises
(SMEs); growth of enterprises; relationship lending
(wHERE E D

« 91



