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Impact of Cooperatives on Rural Households’ Formal and Informal Finance: from the Perspective of Social Network

ZHANG Jin —hua' PAN Yi -ye' HUANG Ying — wei’

(1. Zhejiang University of Technology

Hangzhou 310023 China;

2. Institute of Economics Chinese Academy of Social Sciences Beijing 100836 China)

Abstract: Using data from rural China collected by National School of Development at Peking University

( NSD)

this paper examines the hypotheses that the higher probability of formal and informal finance for farmer

household is due to the higher existence of farmer cooperatives’ social network. With Bi — probit Model and Simulta—

neous Equation Model

our key finds are that cooperatives’ social network has positive and significant effect on

farmer household’ s formal and informal finance and those finds are independent of endogenous effect. This indi—

cates that without a sophisticated credit system in rural China cooperatives’ social network plays important role on

informal and formal finance qualification for farmer household meanwhile

farmer cooperatives also play a comple—

mentary role on village ( community) credit system construction. Our findings contribute to the further reform of ru-—

ral finance system.

Key words: social network; cooperatives; formal and informal finance

99



