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Abstract 5

Abstract

While we review Chinese researches on consumer theory (even
consumption theory) up to present, especially when we look at the
status quo of consumer credit business in China, with regret, we are
impressed by two differences. The first one is the difference between
China and other nations both in theory and in practice; the second one
is the difference between the status quo of consumer credit theory and
the expected one that could explain facts of experience and guide the
practice.

Given these tremendous differences, it is not necessary for us to
seek subtle causes in the history of consumer credit business. Instead,
we should take the status quo as a state of equilibrium. This paper fo-
cuses on following questions: What are the factors that affects the e-
mergence and development of consumer credit, or in other word,
what constitutes its economic basis (both micro — economic and macro
— economic)? How is the consumer credit brought to presence in
western developed countries? How is this business run in practice?

And what are its macro — economic effects? We try to shed light on
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these questions.

Based on economic principles and established results of pioneering
researches, this paper employs methods such as mathematical analysis
and logical deduction to support following arguments:

(1) An individual’s demand for consumer credit is positively cor-
related to his expected income in the future. Therefore, the present
income level is not likely valid evidence when judging if there is appro-
priate economic base for the development of consumer credit.

(2) The relationship between the demand for consumer credit
and the wealth level is uncertain. Given other conditions unchanged,
when an individual’s target wealth level is stable, his demand for con-
sumer credit is positive correlated to his initial wealth level; instead,
when his initial wealth level is stable, the demand is negatively corre-
lated to the target wealth level.

(3) The expectation is one of the factors affects demand of con-
sumer credit. However, the so — called “rational expectation” is not
necessarily the fact and the extent to which expectation affects de-
mand of consumer credit is uncertain. We could only safely say that
continuity and stability of the political — economical system, as well as
predictability of political — economical events, are helpful to the flour-
ish of consumer credit business.

(4) An individual’s age indirectly affects his demand for con-
sumer credit through its influences on the personal income, expecta-
tion and wealth level. Relating analyses have failed to prove firm link-
age between age and the demand for consumer credit.

(5) Generally speaking, the developmental level of consumer
credit is positively related to that of the entire economy. Particularly,

the presence and the development of consumer credit are dependent on



