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Empirical study on influence of financial development on income

gap between urban and rural areas in Zhejiang province
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Abstract;: Since the reform and opening-up, Zhejiang province, as one of the most active
economy provinces in China, has rapidly develop its economy, in which financial development
plays an important role. But with the rapid development of the finance, the income gap between
urban and rural areas in Zhejiang province shows a trend of expansion. The empirical study of
financial development and the income gap between urban and rural areas in Zhejiang province
shows that there is a long-term equilibrium relationship between the financial development and
the residents’ income gap; financial development scale is positively related to the income gap,
while financial development efficiency is negatively related. And the suggestions are as follows:
to promote loan facilitation to ensure rural finance have a sound and rapid development; to
study financial new varieties and improve residents’ financial quality; to lower the difficulty of

small and medium-sized enterprise loan to solve the problem of financing difficulties.
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Table 1 Results of unit root test
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Table 2 VAR model lag length principle
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Table 3 Results of cointegration test
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Table 4 Results of Granger causality test
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