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pet, based on expected utility theory, presents the hypothesis that the marginal
propensity to insurance consume (MPIC hereafter) of people with low-income level
and high-come level is relatively low, while that of people with middle-income lev-
el are relatively high. In order to verify the hypothesis, the MPIC of 78 economies
covering 1991~2003 is estimated by panel data model. The results indicate such
inverted-U relationship and the induced effects of life insurance are higher than
that of norrlife insurance. The current practice of China insurance market is ana-
lyzed on the basis of the results. Some instructions and suggestions are concluded
at the end of the paper.

Key words; economic growth; insurance demand; marginal propensity to
insurance consume; panel data Grix%4% & %)
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The Threshold Effect and Welfare
Benefit of Financial Development
—— A Dynamic Optimal Analysis

WU Xin-ru

(Business School , East China Normal University , Shanghai 200062 China)

Abstract: This paper uses the finite horizon optimal control techniques to
investigate the welfare effects of financial development, By spurring the ac-
celeration of the financial efficiency and total factor productivity, financial
developments introduce the growth advantage, but also bring the drop in the
consumption level by raising the costs and the shadow price of consumption
goods with respect to the shadow price of capital goods. We have shown that
there is a threshold effect for an economy to achieve welfare benefit from fi-
nancial developments. This paper identifies threshold levels of the invest-
ment-to-saving ratio above which financial developments increase welfare.
The thresholds are sensitive to such parameters as the impatience rate, total
factor productivity and nature rate, The policy implication is that the model
conclusion could offers insight on the behavior of authorities.

Key words: financial development; welfare benefit; threshold effect; dy-
namic optimal (FixshsE & B
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