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The Growth of Informal Finance: An Analysis
Based on Society Transition

PENG Wen-ping', XIAO Ji-hui*
(1. School of Economics&Management » South China Normal University »
Guangzhou 510006, China ;2.School of Management ,
Jinan University, Guangzhou 510632, China)

Abstract: This paper analyzes the trends and conditions of normaliza-
tion of informal finance during the social transition period from traditional
countryside society to modern contract society, and finds that the need of
normalization of informal finance emerges during the process of society tran-
sition. The normalization depends on whether the role of ROSCAs as infor-
mation agencies can change into credit agencies. As the scale expands and
participants augment, ROSCAs may develop into financial organizations
with credit function. But simultaneously, as the enhancement of the opening
of the regional network, the issues of violating agreements and supervision
will occur. In order to solve these problems, the supervision authority needs
to admit the legality of ROSCAs.

Key words: informal finance; network opening; legality; society tran-
sition
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