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Abstract: This paper intends to study rural credit system of China. The result shows that the major-
ity farms’ credit demand is for life necessities, and yet the formal credit system has long functioned
as a device balancing the segmentation of the limited rural residuals between farms and the govern-
ment. Hence, there has endogenously come into the feasible existence of the non ~ government sys-
tem. In the long run, farms income will determines the evolution of the rural credit system, instead
of govemment unilateral intention to reform.
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