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Microcosmic Mechanism and Policy Measuring of Rural
Informal Finance: A Review of Foreign Literature

Shao Chuanlin

( School of Finance Lanzhou Commercial College)

Abstract: Through reviewing the foreign literature on the rural informal finance problems this paper finds that: the rural informal
finance can not only reduce exogenous transaction costs for households’ borrowing but also reduce endogenous transaction costs; the
various internal spontaneous mechanisms of rural informal finance have higher institutional efficiency and the rural informal finance and
the rural formal finance can coexist; the private governance of rural informal finance is based on home — based community networks; the
role of various anti — poverty projects launched by developing countries’ governments is limited in order to alleviate difficulties of loans
faced by households; if the government wants to intervene the rural financial market effectively they must consider the role of rural
informal finance. But the existing researches do not make a quantitative analysis of the complex relationship between informal finance
and formal finance and few studies measured the economic growth effect of the informal finance. The relevant theoretical researches are
fragmented lacking of a consistent theoretical framework. So this study points out the optional direction for the further researches.
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