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Comparative Research on Performance of Financing Channels

From Perspective of Farmers’ Income

WANG Letling' ,ZHANG Yun-yan®, LUQO Jian-chao’
(1. School of Business s Zhengzhou University s Zheng=hou 450001 ;2. Xi’an Shiyou University » Xi’an 710065 ;
3. College of Economics and Management s Northwest A&F University ,Yangling s Shaanzi 712100, China)

Abstract; Based on the survey data collected in 2011, with independent pooled cross section model, we ana-
lyzed different effects of loans from formal financial institutions and informal financial ways on their income. The
results showed that farmers preferred to get loans from informal finance, from which the scale is 4. 15 times of for-
mal finance, and they mainly used the money borrowed to life consumption and production investment, thus it
played a more important role than formal finance. Less than 50% farmers put funds from informal channels in pro-
duction, while 90% farmers invested money from formal financial institutions into production. There were big
differences between them, the funds from informal finance were mainly invested in animal husbandry and non-
farming field, while loans from formal financial institutions were mainly invested into planting and farming machin-
ery, so informal finance’s performance was higher than that of formal finance owing to the borrowed funds scale
and their usage. Based on this, we put forward propositions such as freeing informal finance market, improving ru-
ral financial coverage, designing financial product especially the collateral innovation based on farmers” actual de-
mand, preventing financial risk of informal financial market.

Key words: binary credit; credit mortgage; independent pooled cross section; mortgage guarantee



