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Comparative Advantage and Balanced Development of Informal Finance
and Formal Finance:.a Study Based on Logistic Model
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Abstract: This paper summarized the comparative advantages of informal financial institutions and formal finan-
cial institutions in the credit business. A logistic growth model of common development based on comparative
advantages is established to study the credit growth rules and stability of the equilibrium points between the
two types of financial institutions. The result shows that when formal finance and informal finance both have
comparative advantages, the stable equilibrium point of the balanced development of the two institutions is u-
nique. And the two types of financial institutions will each occupy a number of credit funds suitable for their
own conditions; there is a positive correlation between the number of credit funds and the influence coefficient

of one financial institution to another.
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