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Efficiency Comparison of Finance Models and Our Selection

WANG Pei-yan, GENG Qiang, WANG Jian

(School of International Business, Nanjing University, Jiangsu Nanjing ,China,210093)

Abstract: It is considered that both armrs length financing and relational financing pos-
sess economic rationality from the analysis of their internal efficiency, with the trend of com-
bination. The frangibility of financial and banking system isn‘t the inevitable result of rela-
tional financing but because other causes distort the incentive mechanism. The article indi-
cates that at present china should choose the transitional model—giving priority to indirect fi-
nancing diminishingly and expanding direct finaneing strictly. Our target model should ac-
cord with the development of international fir-nce model.

Key words: arm's length financing;relational financing;informational rent;financial re-

straint
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