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Impact of formal finance on farmers’ using

poor-village mutual fund:
Based on the survey of 24 villages from 6 provinces

RU Yu, LIN Wan-long”

(College of Economics and Management, China Agricultural University, Beijing 100083, China)

Abstract Mutual fund could effectively relieve the difficulties for poor farmers to get loan. But the limited fiscal input
could not cover enough the poor villages. In order to reasonably select the mutual fund pilots so as to make full use of
the fund,a survey was carried out in 24 villages in Liaoning, Shandong, Jiangxi, Anhui, Yunnan and Guizhou provinces.
Empirical research was conducted from both the farmers’ willingness to use mutual fund and the degree of their actual
use. Logit model and Heckman model were applied for such research. The results showed. Formal financial institutions
could influence farmers’ selection of mutual fund by changing their loan availability. Specifically. the long distance from
farmer to formal financial institution and high loan rate would reduce farmer’s formal financial loan availability but
promote their better using mutual fund. Therefore,it is suggested that the government should put more attention to the
villages that are far away from formal financial institutions and that have to face high loan rate.
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Table 1 Estimated results of Logit model
A R bl i FEA
Variable Coefficient Marginal effect Sample mean
1E 4 Bh 38 5% 28 £ Formal financial environment variables
In d 0.188 47 (0.109 8)  0.029 9* (0.017 6) 1.422
£ fE 4 F % Rural credit cooperatives interest rates 0.041 4 (0.160 9) 0.006 6 (0.025 5) 11.136
In L —0.112 6(0.256 8)  —0.017 9 (0.040 6) 10.178 9
KPR EEFFIEAE | Farmer family characteristic variables
I B % 4 i 20F] % Mutual fund interest rates 0.151 7¢0.180 1) 0.024 1 (0.028 5) 6.653 7
In S 0. 005 8(0. 225 4) 0.000 9 (0.035 8) 1.458 8
BRI K (E=1) Large breeders (true = 1) —1.276 3 (0.698 0) —0.259 7 (0.163 3) 0.094 7
EHMNFIERES (E=1) No-farm business (true = 1) —0.715 8(0.486 3)  —0.120 3 (0.086 0) 0.360 9
BB MNFAAAE 2K (S =1) Private loans (true = 1) —0.423 6(0.464 2)  —0.068 6 (0.076 1) 0.420 1

FREMEHN & (= =1

Family loan usage (productiveness = 1)

In R

P EAEH Age of householder

P EZ#F R Education years of householder

B NN P (& =1) Low income family (true = 1)

2.360 4™ (0.509 6) 0.492 5™ (0.105 3) 0.822 5

0.37527(0.198 D 0.059 57 (0.031 D 3.943 5
—0.017 4(0.023 4)  —0.002 8 (0.003 7) 46. 887 6
—0.027 6(0.077 6) —0.004 4 (0.012 3) 7.275 2
—0.145 4(0.502 7) —0.023 5 (0.082 7) 0.278 1

H B Constant term

—1.004 6(2.935 6)

fhksE &% Pseudo R?

P {#i Prob>>chi2

F KSR LR chi2(15)
S B R {E Log likelihood

T A 3R Predicted probability

0.217 5

0.000 1

40. 74

—73.268 3

0.802 4

T Dd g 88 i i G LAY BE S s L O IE ML Bl LA BRI s S W R E L Rl B R A RBEAUCA . * |

102652 10 M KF L3RR . 3855 WEUE A brifiir.

o o S BB A

Note: Dd means distance from the nearest financial institution; L means formal financial institution loan limit; S means family land area; R
means net family income. % , ¥x and %%% represent the significance level of 10% ,5% and 1%. The same below. Standard deviation

is shown in brackets.



242 O A K R it

2015 4 2 20 &

%2 Heckman B %5 724 1 Bl @0 15 it 45
Table 2 Estimated results of Heckman model and OLS model

IR EL

Heckman [A] 7 OLS [l 15

At . TRt 22 N b 25
Variable AR Standard R Standard
Coefficient Coefficient
deviation deviation
1E# 4 Bh 38 55 28 F Formal financial environment variables
In d 0.012 3 0.049 1 0.038 6 0.048 9
A (54 F 2 Rural credit cooperatives interest rates 0.165 1 0.045 2 0.169 1" 0.044 2
In L —0.044 2 0.068 7 —0.052 4 0.067 2
KPR BEFFMEAE | Farmer family characteristic variables
IH B ¥F 4 fi 2 F) % Mutual fund interest rates —0.144 3 0.055 5 —0.129 0" 0.054 3
In S —0.028 3 0.065 0 —0.020 3 0.063 7
B/ AIR K GE=1) Large breeders (true=1) 0.385 3 0.244 8 0.276 5 0.237 9
EHMNFIERTES (2=1) No-farm business (true=1) 0.156 9 0.150 4 0.097 1 0.145 4
BB MR E=1) Private loans (true=1) 0.020 7 0.137 5 —0.035 2 0.1316
In R 0.039 3 0.069 0 0.085 1 0.064 7
BB RNFE T (E=1) Low income family (true=1) —0.179 2 0.143 6 —0.160 8 0.141 6
B Constant term 7.636 7" 0.8321 7.212 1" 0.786 7
KR T H Inverse Mills ratio —0.531 6" 0.283 7 — —
ThieE 2% Pseudo R? — — 0.175 5 —
P (KK 8) Prob>>chi2 0.015 9
Wald #3545 11 i Wald chi2(20) 35. 87 — — —
P {4 (F ¥:35) Prob>F — — 0.009 6 —
F it & F10,117) — — 2.49 —

TE 55— B B probit MIHZ5R 53K 1 logit [F1IA S5 R UL L. BR T 5 fR 7R AR S

Note: Probit estimated results in the first step are similar to the logit estimated results in table 1,so they are not shown here.
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