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The Research of High Interest Rate of Microcredit
LI Haiyan, ZHOU Mengliang
(Economics School, Hunan Agricultural University, Changsha 410128, China)

Abstract: Microfinance made some achievements in China’s poverty alleviation system pilot, but there is the issue

whether it should have a high interest rate or low interest rate. Will the higher interest rate be surely conducive to the sus-

tainable development of microfinance? Institutions and domestic and foreign scholars have different opinions. This paper

discusses the rationality and necessity of high interest rate from more rational economic perspective. The study is based on

the transaction cost theory, the relationship between supply and demand and information asymmetry phenomenon. It con-

cludes that taking a higher interest rate is a wise option. Higher interest rate is beneficial to the development of the insti-

tution. To effectively handle the relationship of microcredit interest rate and the “three rural” services, it puts forward the

related countermeasure from three big aspects of microfinance institutions innovating system, strengthening the legal sys-

tem and optimizing rural financial environment,

Key words: economics; microfinance; interest rate; agriculture, countryside and farmers
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