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Financial Constraints and Firm Growth Dynamics in China’s Manufacturing

LI Jie' ZHANG Tianding® HUANG Jing’
(1. The International Education School Wuhan Univeisity Wuhan 430072 China;
2. Economics and Management School Wuhan University Wuhan 430072  China;

3. Economics Department Georgetown University Washington D. C. 20057 USA)

Abstract: This paper discusses the effects of the financial constraint on the firm growth dynamics based on the sample of

China’s listed companies in the manufacturing. On the measurement of the financial constraints this paper uses the stochastic

frontier method to cope with the disadvantages of the conventional methods and then gets the measuring results for 1968 com—

panies over the period from 2005 to 2013. The empirical results show that the firms in China’s manufacturing which have the

advantages in the gaining profits and market competition also face the financial constraints and the firm growth is influenced

in the sense of statistics by the financial constraints. The empirical results show new evidence for the Gibrat Law from the per—

spective of China’s firm. Finally this paper gives some policy advice based on the empirical research.

Key words: financial constraints; firm growth; manufacturing; Gibrat Law; stochastic frontier



