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Abstract

This paper study the reform and the best allocation of the rural financial institutions with a multi-task principal-
agent model. Our analysis shows that: (1) When the ability of the peasant to participate in the financial activities
is weak, the radical commercialization reform of financial institutions will lead to lower social welfare. Otherwise
the agricultural policy-oriented financial institutions will promote the rural financial market. (2) The original
ability of the peasant to participate in the financial activities has an inverse relation to the best ratio of the
agricultural policy-oriented financial institutions in the market. (3) If the government has another ways to improve
the ability of the peasant to participate in the financial activities with lower cost, setting the agricultural policy-
oriented financial institutions is not a good way to improve the rural financial market.

Keywords: the reform of the rural financial institutions, the best ratio of the agricultural policy-oriented financial
institutions, multi-task principal-agent model
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