View metadata, citation and similar papers at core.ac.uk brought to you by fCORE

provided by Xiamen University Institutional Repository

FR Y. 10384 g
222, 15320071151510

2N XY

BT ALH vovh B AL A B E R AT &Rl
Hr

Analysison China’'s Rural Finance based on the Per spective
of Mechanism Design Theory

i)

TeFEIbds: TKR BhEHe
Lo A RRe WTRT
WA H: 2010 4F 4 H
WIERHIE: 20104 H

2010 - 4 H


https://core.ac.uk/display/41415718?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1

B IR SR 8 1 = B

AN EAZ WAL SGEARNAE IR T F RTS8 BT
Ko RNAEWR G S5 AL N D2 AR ISR, 3
FE SR UG 2 SNIRAAR I, IFRF SR A (TR Ao AL o
ARSI GAT) )

FION S AL SR ( DU (A
FIBFFUSR, AT ( ) R (A1) 289l B = )
e, A ( ) SR e, GEEUL EFE S5 NS

VR B D o7 NI == A0 FK, AR IETHA W1, ol DAAME

PN (B4 -
¥ H H



B TR 10 SCE AR 7

NIRRT IR e N RS IE I 27 57 45 511 3 47 5 e 75
V) SERE R B AL UE 2 A0 S, I 1) R B R E HL %
AZEERLIR S CRFRARTURAN IO, AVFEALIR SCIEANJE ]
00 S L PR A T I A NIRRT DR 22 24 18 S
AN W2 e SO B s PEREAT R R, K iR 3
(FI bR BRI B g AR, RS EN L 4 D Eas He Jy o 3 o 2
A

RS E T

( ) LA )R ZORSE 22 0 43 W B0 A% 8 IR B 24 AT 1R 3
T O] HRE, EEEE EREERL

( ) 2R, TR EIREAL

GELELL FAHRAE S 4T “ v 7 BUH BARR 2. R S407 18
SNV DA T TR R RS R RS, KA TR
OREE 22 A B A LR ST A A TP AR 3o B IR AN 1,
SRINTI A FFEERLR S, WG EIREAL D

PN (B4 -



W R

AP [ B2 T 1AM, 78 AL AOAR A <l ) % < (It T 5 25 [ Sl AR b A
AN DAL IR SRR AR o 4 I TR 240 B R AR A L X (R 25 A M1 — A HEEE D B B
S, KA TR BA LT TR B E AR DB = BE <5, 1112 B R AR A <
TR ZHAG S BT, EERIAE: — RN SRR AMES, S AT
RN EZAG L SEERBUTI AR 4, B @ H RS A B N b
PRUERIE LY = AR EEATBERMEE AR, Y. R n) ik 2t
ZIWE, 5 G R A T AR B B SR A AU Aol “ BF
AU Tl — A AE

PLBIBETE BRI T BT H e B IEAcHe. 5 BASE 4 KRS UL I
FATR, BTt B HLH] G N B ) KB BIBEE H bR, LUK EEBCRTA)
W — LI OE 5P o BRSSP JEAS Il 25 BRI, B Rk
ASE IR/ o AU A L, RIS AAEBEPE RS MBS N H bR 2
AL E IBLE] N IEGFHE 2L AR AT H b o SAR RS B8R nl LA
NP2 FEHLHIE S b

ASCda HILA o B e 0T e AR el e AT R T, Ik =
RIAR A <o R 1 P AR R AR < B U PR DA B AT 3 R AR A < o 2
RN BCR 5 T AR 7 10 L, I g P B 4 AR A < i s B HEA TR N A
T (R 23 HT, AR PP R 22 AR < e B BOR PR B IR RYE o ASCH N
AN GRS, RA Rl RAE, B EAR R GRS R i =N T T AL
VT SRR 1) 734 R U ART 2 575 BR R AR AN S L, 3 3 AR A < Rl A
AL T BORH L

ASCWFFEE R R I E AN IE R AL HLEL - BOL] . AR PLH
BHLEL AT H IR WU SRR KRS B v LR S K
Az FEXFIEBLR, EH G 1A e 3 B B AR R g L AL
Pl APRBUE] EEALEL CHEANT S IR UL R LA RS B
OB R AR I BRI T3 4t B B AR FIAR A D B AR A5 1 el 1 3244,
BARC N B AN 255 A AT T B E DTk, (B BUANE M, & B LA,



TEHZHRZ AN G R, 245 ek oS RAT R L. EH 5%
0 e B AR A A5 AL (87 B LA A A BEALARIREA T Cc 4, A8 B WM AR A 15 A
e Ve R LE], A28 BRSNS A I i e, ASCEL Sy
PrafIE R S S, A3 HAR A e Al IR Al ATt 4h Fe 458, A
2 WA AR IE R R VA AT, K BB 4F & 2 AR I AR IE Rl LA ik
HIRBR L

KRB MLl Blie RN eR FEZCR MbAAE PG



Abstract

Agriculture is the foundation of a national economy, while adequate supply of
rural financial capital is the necessary path for the world’'s countries to achieve
agricultural and rural modernization. Currently, an important factor which is
restricting the economic development of Chinas rural areas is the scarcity of funds.
The scarcity of funds in China's rural areas does not necessarily mean that China's
rural areas are lack of funds, but the scarcity is mainly caused by the inappropriate
institutions of China's rura finance, which include: (a) the unsound rural financia
system: the mgjority rural financial organizations are public-owned; (b) the unsound
cooperative rural financial mechanism: China has not established any real rural credit
financial institution with economic significance, meeting the international standards;
(c) the Agricultural Development Bank plays limited policy role in enhancing the
development of rural finance sector; (d) there is no standards or regulations for private
financial organizations to comply with or their practice is not in line with existing
standards or regulations which formal financial organizations shall comply with,
which is easy to trigger local financial risks; (€) the problem of “difficulty in getting
loans” faced by most rural enterprises and farmers has not been resolved yet.

M echanism Design Theory mainly studies whether a mechanism (rules of agame
or system) can be designed to achieve the set goals, under the conditions of free
choice, voluntary exchange, incomplete information and decentralized
decision-making, based on which the advantages or inferiority of a mechanism can be
compared and judged. The theory deals with two basic problems: the first one is
informetion efficiency problem, namely, whether the cost of information is minimal;
the other one is incentive compatibility problem, that is, whether the social goals or
the principal’s goals can be achieved while individuals pursue their own goals at their
rational choices. Incentive compatibility and information efficiency can be used to
judge an economic mechanism.

This thesis applies Mechanism Design Theory to study China's rura financial
institutions and to check whether current China's rural financial institutions have led

to the optima allocation of China's financial resources, as well as to study the



problems of information efficiency and incentive compatibility of China's current
rural financial institutions, and conducts a thorough analysis on current practice of
China’s rura finance to provide important theoretic basis for scientificaly judging
current China’s rural finance practice and policies. The analysis focuses on three
fields: the rural finance theories, the characteristics of rural financial market and the
supply of China's rural finance based on the perspective of Mechanism Design Theory.
This thesis also recommends some policy suggestions for establishing a reasonable
mechanism for China's rural finance and reconstructing China's rural financial system.

This research results show that the supply mechanism, property rights
mechanism, interest rate mechanism, management mechanism, “entry” and “exit”
mechanism, legal regulatory mechanism and risk prevention mechanism of China's
formal rural finance are missing or not perfect. For this situation, the author
recommends specific policies for establishing or improving the supply mechanism,
property rights mechanism, interest rate mechanism, management mechanism, “entry”
and “exit” mechanism, legal regulatory mechanism and risk prevention mechanism of
China’'s formal rural finance. In addition, although China's rural credit cooperativesis
the main part of China's rural cooperative finance, its property right is not clear and
its management mechanism is not good, leading to the gradual loss of its cooperative
finance nature. So far, its operation has been similar to that of commercia banks. The
author proposes to reform the property rights of China's rural credit cooperatives to
establish a clear property rights mechanism and incentive compatible management
mechanism. Lastly, this thesis concludes that informal rura finance is a useful
complement to formal rural finance, by analyzing the information advantage of
informal rural finance. Thus, this thesis recommends the policy of legalizing some

informal rural financial institutions which have met certain requirements.

Keywords. Mechanism Design Theory; rural finance; information efficiency;

Incentive compatibility; mechanism
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