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Abstract

Study on Coordinated Development
of Rural Finance and Rural Economy

The thesis focuses on mechanism and pattern of coordinated de-
velopment for rural finance and rural economy. The main contents of
the study are as follows: Under the guidance of theoretical framework
concerning the theory of relationship between finance and economy,
the theory of coordinated development and the theory of institutional
innovation and renovation, the thesis makes a systematic review for
the realities and related studies of rural finance and rural economy in
China; from the perspective of transaction and functional paradigm,
the basic domain to be studied in this thesis is defined; by clarifying
the theoretical connotation and characteristics of coordinated develop-
ment of rural finance and rural economy, the thesis reveals the trans-
mission mechanism, balance processes, external restrictions and micro
basis; by using international experience for reference, the thesis
develops the implications for study; by applying historical and quanti-
tative analysis methods, the study first probes into imbalance and
characteristics of the relation between rural finance and rural economy,
then examines direct and basic causes for such imbalance, and finally
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Abstract

has a first attempt to construct coordinated development pattern; and
by taking into full account of making a perfect macro institutional en-
vironment, removing the restrictions on rural economy and reinfor-
cing rural economy function, the study puts forward some suggestions

in policy.
The main conclusions are as follows

1. Coordinated development of rural finance and rural economy
is an ideal situation as well as a practicing process of relationship be-
tween rural finance and rural economy. From the perspective of ideali-
ty, the coordinated development of rural finance and rural economy
promises gearing rural economy to national economy, making the vo-
lume, structure and growth rate of rural finance and rural economy
matched rationally, and it is essentially a sustainable allocation of rural
resources in rural economic sectors. From the perspective of logic, at
the request of national economy, external impact and the extent of
opening-up system, coordinated development is determined by institu-
tion, technique and structure, and the practicing process takes on cy-
clical fluctuation features, which contain interruption and inner struc-
tural complications. So, the key to accomplish such coordinated de-
velopment lies in institutional coordination, which means that we
must exert the function of government, financial subjects and
economic subjects.

2. Coordinated development of rural finance and rural economy
is the perfect balance between demand and supply on macro institu-
tional environment. In respect of transmission, rural finance and rural
economy not only stimulate the counter part mutually but also restrict
cach other according to the extent of functional exertion of govern-
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ment as well as rural financial and economic system. The balance
process shows that rural financial demand is determined by the need of
national economic development, the development of rural labor divi-
sion and commutation, and that determination factors of rural financial
supply consist of rural financial policy, return rate of rural financial re-
sources and innovation. Supply-demand balance of rural finance and
rural economy maintains multiple equilibria, and only the highly stable
equilibrium on long-term basis, which is accommodated to rural and
national economy development, may result in coordinated develop-
ment.

3. Coordinated development of rural finance and rural economy is
conditioned by sound industry development, credit and subjects ‘ be-
havior. Firstly, In the respect of industry development, the net in-
come, which is obtained from rural subjects in use of rural financial re-
sources, should be at least on an equality with or excess over opportu-
nity cost, and such transaction is usually accomplished first in the area
where the net income and the accumulation of assets are high. Se-
condly, with regard to the credit, exchange mode and motivation of
subjects have great influence on coordinated development, therefore it
is advisable to improve subjects’ credit through institution innovation.
Thirdly, the exertion of functional system is based on micro
subjects’behavior and its inner structure.

4. Coordinated development of rural finance and rural economy
has diversified patterns, but the development process is unified. All the
countries around the world attach much importance to coordinated de-
velopment for rural finance and rural economy, and it has been im-
proved by using diversified methods, such as legal tools, simple mar-
ket or government adjustment method, composite adjustment methods 3

and so on.
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5. Rural finance and rural economy are different in institutional
evolution patterns, and inconsistent in time, structure and mutual in-
fluence. Institutional evolution of rural economy experienced compul-
sive stage prior to reform and opening-up, and inductive-evolution-
dominated stage after reform and opening-up. As for the latter, both
economic subject and government take part in such evolution.
However, institutional evolution of rural finance is a government-
dominated one at large all the time, which makes it impossible for the
formal finance to meet the need of finance in rural areas, and leads to
imbalance of supply and regional structure of rural financial institution.

6. In transition time of China, rural formal finance and rural
economy display a maladjusted development. Some features may illus-
trate this: rural deposit has no relation to other economic indicators
except farmers’income; rural loan impedes farmers’income and GDP
actually; rural financial deepening has a minus influence on the growth
of farmers’ income; the growth of GDP can’t increase rural loan; rural
consumption has little relation to rural loan.

7. Maladjustment in rural finance and rural economy may be at-
tributed to the common restrictions of institution environment, rural
finance and rural economy. The basic cause of the maladjustment lies
in restriction of macro institution environment, which can be ex-
plained as scarcity of initial conditions, error in development scheme,
restriction of  dual-economy and finance, conflict of government
branch’s behaviors and traditional concepts’ hindrance. The underlying
causes lie in unsound development situation of rural economy, low
growth rate of rural income, low comparative advantage etc. The di-
rect cause may be expressed as low efficiency of function exertion of
rural finance, such as irrational formal rural-finance’s structure, scarcity
of governmental finance, commercial finance’s commerciality, difficul-
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