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Analysis on the Impact of Financial Development on the Urbanization

based on inter—provincial annual data

WANG Changxiong WU Xiaojun QIAN Haigang
(1. Economics Department, Shandong University, Jinan 250100)
(2. Business School, Soochow University, Suzhou 002103)
(3. Research Institute for Fiscal Science Ministry of Finance R.R. China, Beijing 100142)

Abstract: The explanation to the slow development of our country’ s urbanization level mainly comes from
the movement of population as well as the development of industrial and urban economy. However, the
enhancement of our country’s urbanization level is obviously restrained by the expansion of urban’ s most-
favored population scale, namely urban accommodation capacity. According to the analysis on the annual data of
31 provinces (municipality, autonomous region) from 2000 to 2006, we find that development of financial
industry has remarkably promoted the urbanization level. The insufficiency of financial industry development level
will suppress not only the enterprise’ s ability of creating employment, but also the construction progress of city’
s infrastructural facilities, and will slow down the urbanization step. In order to promote our country’ s
urbanization level, we should consummate the multi-level financing systems, promote financial support to labor—
intensive industry and small enterprises, enlarge the financial innovation in urban public disbursement as well as
consummate our country’ s finance legal framework.

Key words: financial development; urbanization; urban’ s most —favored population scale; panel data

analysis



