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Abstract

Using panel data of 31 provincial panels in China from 2015 to 2022, this paper empirically investi-
gates the effects of rural financial deepening and fiscal support for agriculture on agricultural eco-
nomic growth, with particular attention to regional heterogeneity and the risk of over-financializa-
tion. A two-way fixed effects model, subsample regressions, and a panel threshold model are em-
ployed. Three main findings emerge. First, fiscal support for agriculture exerts a significantly
stronger effect on agricultural growth than rural finance does, with an elasticity of fiscal expendi-
ture (0.168) approximately 2.2 times that of agriculture-related loans (0.077), indicating that fiscal
policy remains dominant in China’s current agricultural support system. Second, the effect of finan-
cial deepening exhibits pronounced regional heterogeneity: the elasticity of agriculture-related
loans is 0.102 (p < 0.05) in central and western China covering 21 provincial-level administrative
units, while it is insignificant in eastern China consisting of 10 provincial-level administrative units,
consistent with the law of diminishing marginal returns. Third, there exists a clear nonlinear rela-
tionship between loan depth (agriculture-related loans divided by agricultural output value) and
agricultural growth, with a threshold value of 14.6. Below this threshold, financial deepening sig-
nificantly promotes agricultural growth; above it, further expansion of credit significantly inhibits
growth, providing direct evidence of over-financialization risk. These findings suggest that a fiscally
led coordination mechanism should be established, with the loan depth kept within 14.6 times of
agricultural output value. Differentiated regional policies are also recommended. This study pro-
vides empirical evidence for optimizing rural financial resource allocation and preventing exces-
sive credit risks.
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Table 1. Descriptive statistics for the main variables
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loan_depth 7.180 5.824 1.910 32.310 248

TE: DERSR L CHEAT 1% RACEE; WNEL = 31 MESATBURAL < 8 MERE =248, Hdliokil: MRE T EARA &/t

JIR 55 4 15 B B 5

M1 AR, A S E X BUIE N 7.227, FRMEZE N 1.158, RIAEE AT ECRALII AR = H
(AR 25 o WARGT R BB A AME 8.975, H 57 H i LB (B IRE)IIE N 7.180, (Hi KA 5 i
ME ZE 5 2 R(1.910 % 32.310), XYIERE R &8 AT BURAL S RSCRE IS R RfAE E K ZE . I
SR FE I 73 AR AE LI 16

Loan Depth Distribution
154

Density

0 10 20 30 40
loan_depth

Figure 1. Loan depth distribution
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Table 2. Baseline regression results
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