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Anti-poverty Subsidized Credit Reform and Poverty Targeting:
Theoretical Framework and Empirical Evidence

WU Ben-jian, MA Jiu-jie, DING Dong

(School of Agricultural Economics and Rural Development ,
Renmin University of China s Beijing 100872, China)

Abstract: Anti-poverty subsidized credit reform is the human intervention in rural credit
market, possibly leading to the distortion of credit market. Since the implementation of
anti-poverty subsidized credit system, The State Council Leading Group Office of Poverty
Alleviation and Development with other departments has reformed this system for several
times. This paper theoretically analyzes the effects of interest rate control,
market-oriented interest rates and different ways of subsidized credit on credit quality and
poverty targeting, and then makes a case study by using the dynamic data of the reform
and operation of subsidized credit management system in a certain poverty-stricken county
in Wuling Mountain. It arrives at the following results: with transformation of anti-poverty
subsidized credit management mode from interest rate control to market-oriented interest
rates, greater decision-making autonomy of financial institutions and direct subsidies for bor-
rowers after repaying loans, the scale of anti-poverty subsidized credit enlarges, rent-seeking
problem in financial institutions initially alleviates, credit quality increases to some extent,
but some issues like the exclusion of poor rural households &. agriculture and the deviation
of poverty targeting still exist. It provides the policy implication that the credit availability
of poor families should be effectively improved in the context of deepening market-oriented
subsidized credit and decentralization reform.

Key words: poverty alleviation; subsidized credit; poverty targeting; rural finance
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