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LA [l [REEL (Wi |
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Will the Establishment of New Types of Rural Financial Institutions
Promote Counties' Economic Growth?

Abstract: With the financial reform deepening in counties, the financial system dominated by traditional
financial institutions has experienced a profound change as new types of rural financial institutions play an
increasing important role in promoting counties' economic growth. In this background, this paper uses DID
method to analyze the influence of new types of rural financial institutions on economic growth based on the
county-level data of three new types of rural financial institutions including rural banks, microfinance
companies, and rural mutual cooperatives in China from 2006 to 2019 which is collected by using text-mining
techniques. The results show that: (1) New types of rural financial institutions have a positive role in promoting
counties’ economic growth. And this effect is stronger in the central and western regions and the areas with
relatively complete transportation facilities. (2) Mechanism analysis shows that the establishment of the new
types of rural financial institutions can stimulate the economic growth through the capital channels and
industrial channels, that is, to promote the economic growth by promoting the recycle of county funds and the
development of industrial industries. (3) Further analysis shows that the establishment of new types of rural
financial institutions has spatial spillover effect and synergy effect. On the one hand, the establishment of new
types of rural financial institutions can significantly promote the economic growth of neighboring counties. On
the other hand, there is synergy effect between the establishment of new types of rural financial institutions and
the development of digital finance in promoting economic growth. In areas with more developed digital
financial inclusion, the effect of setting up new types of rural financial institutions is more obvious. This paper
provides new theoretical basis and empirical evidence in accurately understanding the economic effect of new
types of rural financial institutions, promoting the financial development in counties, and implementing the
rural revitalization strategy in the new development stage.

Keywords: New Types of Rural Financial Institutions; Counties' Economic Growth; Digital Finance
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