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Abstract

The outbreak of the international financial crisis just like a watershed, ending the
accelerating growth of China since 1998; growth in China fell to 6.9% in 2015, less
than 8 percent for 4 consecutive years, indicating that China's economic development
has entered an economic transition period with lower growth rate. The “new normal”
require a higher efficiency of tertiary sector to ensure a steady growth, which is now
low in China, and the financial services sector is no exception. However, the financial
services sector has a global impact on the economic. This paper would like to measure
the efficiency of financial services sector more precisely, investigate the causes of the
inefficiency from the perspective of financial enterprises and shed light on the question
how this inefficiency affect the macro-economy. Firstly, we use the proxy variables
estimation to measure the efficiency of financial services sector, providing a more
precisely measurement. Seconly, we conclude 3 typical institutional distortions that
affect the efficiency of financial enterprises, and construct a simple model to explain
their mechanism. Thirdly, we use a panel data of financial enterprises to verify these
mechanisms, and provide positive empirical evidence. Forthly, we construct a DSGE
model containing a productive financial sector and heterogenicity of borrowers in the
money market to simulate the effects of the “efficiency loss” and the “lending bias” on
the marco-economy. What we found are as follows. The efficiency of financial services
sector of China is relatively low, and imporves slowly in recent years; this situation can
be explained by the “efficiency loss” effect and the “lending bias” effect, caused by the
ossified operating evaluation and regulation and consequential incentive distortion, the
regulations of market access and the intervention to the lending from government; the
“efficiency loss”™ effect significantly impresses the economy, while the “lending bias”
effect weaken the transmission of financial efficiency to economy, so an improvement
of financial efficiency cannot boost growth as expected. These research enhance the
understandings of the efficiency of financial services sector and its causes and effects,
and indicate the importances of improving the efficiency of financial services sector.

Keywords: Financial Services; Efficiency Loss; Macro-economy Effect
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