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Rural Formal Financial Development and Dual
Economic Transformation: Promotion or Inhibition?

XU Yue-li"*,ZHANG Zhong-gen'

(1.Center for Agricultural and Rural Development s Zhejiang University »
Hangzhou 310029 ,China ;2. School of Economics and Management »
Zhejiang Sci-Tech University s Hangzhou 310028 ,China)

Abstract: Different from past studies taking information economics as
the main theoretical basis, this paper reexamines economic performance of
rural formal financial development in China from a new perspective of dual
economic transformation. Based on Fei-Ranis model of dual transformation
growth,it constructs a general equilibrium model of urban and rural econom-
ic interaction based on financial markets of industrial and agricultural sec-
tors. Then it makes a normative analysis of the relation ship between rural
finance and dual economic transformation and proposes a hypothesis. This
paper employs a SVA model in consideration of the theoretical hypothesis
and the long-term interaction among variables to verify the theoretical analy-
sis abovementioned. The empirical results show that, after the control of
other factors, the development of financial markets between industrial and
agricultural sectors based on the mechanism of natural market evolution is
contributive to dual transformation growth .

Key words: dual economic transformation; rural financial development;
interval effect (R1EHE3E F 4
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