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Research on Regional Comparison and Reform of Rural
Financial Market in China Based on Surveys of Six Counties

Zhou Lei, Wei Wei
School of Economics and Management, Southeast University, Jiangsu, PRC (211189)

Abstract

How to solve "Puzzles in China's Rural Financial System" to provide necessary financial support for
building new socialist rural areas has become the focus of attention among scholars in recent years.
However, theoretical and empirical research on supply and demand and the balanced nature of the rural
financial market are insufficient referring to the county level. Based on investigations conducted in the
six counties and the reality in China's rural areas and regional comparison, using economic analysis
method, the following main conclusions are concluded: First, due to industrial distribution of different
income levels in all parts of farmers, there are significant regional differences in their financing needs,
financing purposes and financing preference. Second, formal and informal suppliers of rural financial
market are alternative and complement each other, which form separation equilibrium and pooling
equilibrium. The two types of equilibrium take respective advantages in different regions. Third, the
share-holding reform of the credit cooperatives in developed areas will not only meet the financing
needs of the local farmers market but also facilitate evolution of informal finance, while credit
cooperatives in backward areas should strengthen vertical linkage with informal financial sectors.
Keywords: puzzles in the Chinese rural financial system, regional comparison, credit cooperative,
informal finance, separating equilibrium
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