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Financial Development and Urbanization in Central China

——An Empirical Study Based on Provincial Panel Data
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Abstract: Based on the related research of domestic and foreign scholars, using provincial panel data and
from two aspects of financial scale and financial efficiency, this paper examines empirically the impact of
financial development on urbanization in central China. The estimation result shows that financial scale
expansion significantly promoted the urbanization process, but the impact on the urbanization in central China

of financial efficiency was not significant. To overcome the endogenous problem and estimate deviation, the
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result of two-stage least squares estimation (legal environment as instrument variable) further confirms the
above conclusion. The empirical study also finds that economic growth and education level were also important
force to promote the urbanization in central region. In addition, although promoted the urban population
increase, the income gap between urban and rural was not conducive to the rise of non-farm employment
proportion in central China. To promote financial deepening reform and speed up the pace of urbanization in
central China, this research and its policy suggestions has an important strategic significance.
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Variable Obs Mean Std. Dev. Min Max
urban 90 0.346 0.0757 0.184 0.497
nonfarm 90 0.4979 0.0795 0.3590 0.7040
fir 90 1.892 0.414 1.330 3.200

fe 90 1.271 0.277 0.728 2.142
Inrgdp 90 9.031 0.614 8.141 10.77
education 90 90.23 60.70 13.95 226.4
incomegap 90 2.768 0.322 1.932 3.304
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@ (b) (©
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Tt S R R L [MAFAE IR IR R o X S E M 5 SRR R R RINSHEEE, RGN
(2013) WIWTFERA], VAR B et 7 i X B A e . 7 —J0 T, — ML AR
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 AlTFER LR 4.

2SLS estimate 2SLS estimate
(d) (e) U] (9)
WA fir urban fir urban
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. 0.5260"" -0.0124 0.4925™" -0.00645
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RZbetween 0.0529 0.1815 0.1892 0.1917
RZoverall 0.1129 0.5427 0.2073 0.5661
F-statistic 11.31 18.55 9.21 18.34
Observation 90 90 90 90
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