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Abstract. County economy is an important part of the national economy. The county financial 
development has important practical significance to the regional economic and social development. 
Shaanxi Province is located in the northwestern part of China, being in a certain gap compared with 
the developed areas. At the same time, as the starting point of the ancient Silk Road, Shaanxi Province 
needs a good foundation and support of county financial development in order to do a good job to 
catch the important strategic opportunity of the "One Belt and One Road" plan. This paper selects 
three of the ten strongest counties in Shaanxi Province of Gaoling County in Xi'an City, Jingbian 
County in Yulin City, and Zhidan County in Yan'an City, through the analysis of financial data and 
other indicators, to study the county financial development status of Shaanxi Province, and to put 
forward the relevant policy recommendations. 

Research Significance  

Shaanxi Province is located in the northwestern part of China, with a certain lag in the field of 
financial development compared with the developed areas. There are still many contradictions and 
discordance. The continued role of county finance to the comprehensive development of county is 
weakening, and even it can not fully meet the needs of the county economy, thus restrains the 
county’s development. Shaanxi Province is one of the provinces on the plan of “One Belt and One 
Road”, and the county financial system of rich construction feature, diverse forms, and in line with 
local conditions is of great strategic significance to fully integrate regional resources, to enhance the 
strength of regional economy, to create regional economic development platform, and to build a new 
economic starting point of silk path with efforts in Shaanxi Province.  

A Summary of County Financial Development Researche 

There have been a lot of researches on county finance and many research results have been 
obtained. Chen Chun (2009) put forward the problems and causes of county financial institutions in 
the service of county economy, and gave the policy recommendations from aspects of the external 
environment of rural financial development, the recreation of rural financial system, the 
strengthening of the prevention to rural financial institutions and control of rural financial risks and so 
on. Shi Quanhu (2009) suggested that raising capital required for the development of county economy, 
adjusting industrial structure of county economy, and driving flow of other production factors are 
manifestations of the important support role of county financial development to the county economic 
growth. Wang Minhui (2010) analyzed the county economy and county financial development status 
in Shaanxi Province based on the definition of county economy, revealed the problems such as the 
shortage of financial supply and capital outflow in the financial support of the county economy in 
Shaanxi Province, and then further made empirical research from the perspective of taking Heyang 
County in Shaanxi and the entire Shaanxi Province as an example, on the endogenous economic 
growth model to the financial support of the county economic growth, thus proved the existence of 
financial repression in county economic development of Shaanxi.  
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Financial Development Theory 

Since the mid twentieth Century, the theory of economic growth and financial development has 
been studied more in-depth, including the theory of financial repression and financial deepening put 
forward by the economist R.I. Mackinnon and E.S. Shaw, which dialectically expounded the 
relationship between financial development and economic growth in developing countries. Financial 
repression means that the development of economic system is lagging behind because of the 
intervention from the government and other public sectors, and it ultimately leads to a vicious cycle 
of financial repression and economic development blocked. Financial deepening theory refers to the 
government and other public sectors to give up too much intervention on financial markets and the 
financial system, with the main performance in the control of interest rates and exchange rate, to give 
full play to the  market and reflect the relation of supply and demand, thus contribute to increase 
savings and investment, and actively allocate financial resources for the economy booming, to further 
expand the demand for the financial industry, and to form a virtuous circle of mutual promotion. 
American economist Raymond W. Goldsmith in "Financial Structure and Financial Development" 
(1969) summarized the long term multinational financial development data, obtained the regular 
conclusions, and put forward an important quantitative analysis index of "Financial Interrelations 
Ratio" (FIR). Goldsmith thought that "it is defined as the ratio of all financial assets value and real 
assets (i.e. national wealth), which is to measure the generalized index in financial superstructure with 
relative scale." Through the calculation of the financial interrelations ratio, the lower financial 
interrelations ratio shows that the financial system is in a low stage of development, between 0.2 and 
0.5; while the higher financial interrelations ratio is about 1, may be with certain fluctuations, which 
shows that the diversification of financial institutions and services in the financial system is more 
common in the developed countries. 

Current Situation of County Financial Development in Shaanxi Province 

Analysis of County Economic Aggregate . Through the data it can be seen from 2009 to 2013 
years, the growth rate of Shaanxi's gross production is basically the same as the growth rate of GDP, 
which is higher than the national average. In the big environment of the national economic downturn 
and insufficient macro demand, maintaining a high growth rate has made Shaanxi step in the first 
echelon of national economic development. Among the ten strongest counties of Shaanxi Province 
such as Gaoling County, Jingbian County, and Zhidan County, Gaoling County has the highest 
growth rate of gross production and holds a safe lead; the average growth rate of Jingbian County and 
Zhidan County is relatively close to the average growth rate of Shaanxi Province. It can be clearly 
seen in 2011, economic growth was turned from high speed to mid high speed. In the face of the 
economic downturn in the world market, there is a serious shortage of foreign demand. At the same 
time, there is a long-term accumulated structural factor, resulting in the slowdown in economic 
growth. From the nation to provincial cities and to counties, all are faced with the major issue of the 
adjustment of economic structure. 

County Financial Structure Analysis. From the data, individual savings deposits of the three 
counties remain a stable growth, which is still the main source of RMB deposits. Broken line of 
loan-to-deposit ratio of the three counties was made after the calculation of deposit data of the three 
counties, in which the values of deposit and loan of Gaoling County maintains a relatively high 
growth, but with a relatively low ratio of savings and loan; loan-to-deposit ratio of Zhidan County is 
in the medium level; loan-to-deposit ratio of Jingbian County is relatively high, with a breakthrough 
in the proportion of commercial bank loans and deposits not to exceed 75 percent of the 
loan-to-deposit ratio limitation. Deposit and loan data changes reflect some of the current economic 
operation of the three counties: there is a stable increase in personal income and savings deposits 
remain stable growth. Lower loan-to-deposit ratio means lower funds use rate and the return rate on 
assets, showing that in the county economic development, financial support is insufficient, the funds 
are not invested enough, credit and security system needs to be further improved. Low ratio of loan 
and deposit has become the bottleneck of the development of county finance. Higher loan-to- deposit 
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ratio indicates the strong investment in the real economy to a certain extent, but needs to pay attention 
to risk control, liquidity pressures and non-performing loan rate. 

Analysis of County Population Urbanization. Premier Li Keqiang stressed in talking of the 
economic and social development that urbanization is the trend of economic and social development; 
the largest domestic demand for expanding domestic demand lies in urbanization and the strongest 
domestic demand is in urbanization, so this stage should be based on urbanization, adjust and 
optimize the urban and rural areas and regional structure, to expand consumer demand and 
investment demand, and to promote long-term stable and rapid economic development. The finance 
has positive support function to the urbanization advancement; therefore, take the urbanization rate 
index into account when evaluating the county financial development. In the calculation of 
urbanization rate, according to the provisions of National Bureau of Statistics, the rate of urbanization 
= urban population / total population (calculated with the resident population). With the calculation 
method of urbanization rate = urban population / resident population, population urbanization rate 
can be as an index to measure county urbanization. From 2009 to 2013, the national average rate of 
urbanization is from 48.34% to 53.73%. It can be seen from statistical data that the three counties of 
Shaanxi has higher level of urbanization than the national average. Rapid advance of urbanization can 
stimulate investment, promote consumption, and increase employment. Urbanization and financial 
development are complementary to each other; along with the need for urban construction and 
functional improvement, there is a huge demand for financial services, which also has been actively 
promoting sound financial system, channel development, and structural optimization. China's future 
new urbanization will generate a great money demand. I believe that the future capital needs for the 
new urbanization are mainly reflected in the four aspects such as construction of urban public utilities, 
urban real estate development, small and micro enterprises and urban resident consumption. 

Analysis on Financial Interest Rate. In the empirical analysis part, it will take the real interest 
rate as the measure index for the county financial development, and take the county GDP growth as 
the measure index for the county economic development, and establish the analytical model. 

Analysis on Financial Interrelations Ratio. From the statistical data it can be seen, the overall 
financial interrelations ratio of Shaanxi province and the three counties are relatively stable without 
large fluctuation, showing that there is the macro financial policy that makes the changes in financial 
assets stable. Among them, the difference of the financial interrelations ratio of the three counties of 
Gaoling County, Jingbian County and Zhidan County is very obvious compared with that of Shaanxi 
Province. In the three counties, financial interrelations ratio of Gaoling County is in a leading position, 
Jingbian County is slightly backward, and Zhidan County has the lowest financial interrelations ratio, 
indicating the financial development speed and level to be improved. 
Empirical Analysis of County Finance in Shaanxi Province 

Establishment of Index System. In order to reflect the supporting role of related financial 
services in the development of county economy, we select GDP increment (Y) of the three counties of 
Gaoling County, Jingbian County, Zhidan County as explained variable, loan-to-deposit ratio（X2）, 
population urbanization rate（X3）and actual loan rate（X4） as explanatory variables.  

The set linear regression model is:  
Y=β1+β2 X2+β3 X3+β4 X4+u 
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Analysis Method Selection and Data Processing. 

 
 
Statistical Analysis. Due to the limited data, coupled with the 2008 U.S. subprime mortgage crisis 

outbreak, resulting in a number of large financial institutions closing down or taken over by 
governments, the further development of the financial crisis has evolved into a global economic crisis, 
so that the county economic development of Gaoling County, Jingbian County and Zhidan has been 
facing a serious problem in the years from 2009 to 2013 influenced by the overall downward of global 
and domestic economy. In this special period, the government has adopted a positive macroeconomic 
policy to adjust the county economic and financial development for the national economic 
development to maintain stability. 

County Financial Development Strategy in Shaanxi Province 

Establish and Improve the County Financial System. In the county economy development, the 
sound and effective county financial system is the key power to promote the long-term sustainable 
growth of county economy. Therefore, where the financial system is more developed, the capital 
market is more developed in the region, and the real economy is more fully developed. To establish 
and improve the county financial system in Shaanxi, the first job is financial infrastructure 
construction, to enhance the coverage and depth of financial services, to schedule and integrate 
financial resources, and to solve the shortage of financial service network and conditions. 

Encourage Private Finance; Strengthen Market Competition. Reduce the access threshold for 
the county financial markets, relax the banking industry access policies, allow financial capital, 
industrial capital, private capital and other social capitals to participate in the county financial 
markets, and strongly support the construction of private banks, small and medium banks and 
non-bank financial institutions. At this stage, there are some areas of development lacking of 
sufficient financial resources and supports, so to encourage the private finance and market 
competition is conducive to the development of the market and improvement of the capital use 
efficiency, which will effectively compensate for the lack of large financial institutions in the field of 
service. At the same time, reduce barriers to entry, enhance the regulatory efforts and effectively 
control the risk, and establish an effective private financial capital constraint mechanism. 

Promote the Market Reform of Interest Rate. Further promotion of the market reform of the 
interest rate has an important positive effect on the county financial environment, which can 
effectively reduce the phenomenon of financial repression. By financial institution’s reasonable 
pricing to financial products, the finance is made to further support the development of county real 
economy and to improve the efficiency of the use of funds. The market pricing has also promoted the 
optimization and upgrading of economic structure. Interest rate marketization is conducive to the 
absorption of a wide range of regional deposits and to attract idle funds, to play a role of funding, to 
accelerate the flow of funds and to promote economic development. 

Promote Innovation of County Financial Product. Diversification of County financial product 
innovation and services can effectively reduce the idle and outflow of funds. Meet the needs of the 
county's financial development by encouraging product innovation, and expand the scope of financial 
services. Through the statistical data, it can be seen that loan-to-deposit ratio of sample in Gaoling 
County is at the lower level; through regression analysis improve positive correlation of 
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loan-to-deposit ratio with the increment of GDP. Therefore, explore the variety of credit products and 
change the traditional consumption habits, so as to make the capital meet the demand of different 
levels and areas. Through the establishment of incentive system, encourage innovation and establish 
the concept of innovation, to improve the enthusiasm of county financial product innovation. 

Develop County Finance According to Local Conditions. County finance should be combined 
with local features to service local development. According to the differences of county economy 
development levels, related policies and system, county population structure, the degree of 
urbanization and market degrees, rely on business characteristics and the actual conditions of social 
development, reasonably determine the development objectives and strategy, and follow the 
development path of "specialization", to constantly enhance the competitive power. Through in-depth 
research and analysis of the market, grasp the market demand and regional characteristics, combined 
with the county policy direction, to play an active role in the local economic and social development 
of financial services. 

County Finance and Urbanization. In 2015, Premier Li Keqiang in the government work report 
said that urbanization is the fundamental way to solve the problem of gap between urban and rural 
areas, which is also the largest domestic demand. At present, the urbanization rates of our country and 
in Shaanxi Province are lower than that of the developed countries, and there is still a huge space to 
rise. Urbanization and county financial development have a complementary relationship between the 
two. Along with the process of urbanization, huge investment demand will drive the rapid and 
multidirectional development of county finance; while the county finance urbanization will further 
focus on capital, population, education, medical and other resources, to promote the further 
development of urbanization for the formation of a virtuous circle of mutual promotion and mutual 
progress, and the release of dividends in the process of urbanization. 

Improve External Environment of County Finance.Accelerate the construction of the county 
credit system, promote credit rating system, establish and improve the corporate and personal credit 
files to bring into the national credit system, improve the cost of credit default, and increase the 
intensity of sanctions, to train good credit consciousness. Accelerate the government decentralization, 
and reduce excessive intervention of financial institutions, through legal means to protect the 
financial agency bonds and to maintain financial order in the county. Through a variety of channels to 
carry out the popularity of financial literacy, improve the popularity and use of financial innovation 
products. 
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