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Abstract: The development degree of the financial market is closely associated with household consumption and 

the economic development of rural areas. As a crucial component of household financial behavior, residents' 

borrowing behavior, especially among rural households, has attracted widespread attention. Using microdata from 

the China Household Finance Survey (CHFS) and employing Logit and Probit models, this study conducts an 

empirical analysis of the factors influencing rural households' borrowing behavior, including the characteristics of 

household heads and family circumstances. The results indicate that the individual characteristics of rural 

household heads exert a significant impact on the scale of borrowing and the choice of borrowing channels. 

Additionally, regional differences play a non-negligible role in shaping rural households' borrowing behavior. 

Keywords： Household Individual Characteristics, Householder Personalities, Rural Family Borrowing, Logit 

Model, Probit Model. 

 

I. INTRODUCTION 

The 2014 Report on the Development of Rural Household Finance in China reveals that formal credit 

demand is exceptionally strong among most rural households in China. Among surveyed households, 19.6% 

expressed borrowing needs, primarily for production and business operations as well as home purchases. This 

demand is even more pronounced among low-income rural households. Furthermore, the report highlights that 

informal borrowing accounts for a substantial portion of rural household debt, reaching 64.6%. Regarding 

borrowing sources, farmers primarily borrow from siblings and other relatives and friends. This indicates that in 

China, where kinship ties and interpersonal relationships are valued, people—especially rural 

households—prefer borrowing from relatives. Simultaneously, borrowing behaviors often exhibit greater 

disparities among households with different characteristics. These differences become more pronounced with 

variations in borrowing amounts, age ranges, educational backgrounds, and geographic locations.   

As one of the world's most significant developing economies, China's rural financial market is 

characterized by lagging credit market development and financial repression affecting rural households (Akoten 

et al., 2006). The persistent existence of these issues severely impacts rural households' ability to engage in 

productive and business activities, as well as their capacity to enhance income and welfare levels. The 

development and improvement of financial markets hold significant importance for rural economic growth. For 

impoverished rural areas, raising funds through credit constitutes one of the key means for farmers to increase 

their income (Jin Ye and Li Hongbin, 2009). Rural residents typically raise funds through credit channels, 

increasing their initial endowment of wealth. This allows them to allocate more resources and capital to 

production and business operations, expanding scale and creating further opportunities for income growth 

(Feder et al., 1990). Additionally, from the perspective of consumption smoothing and the permanent income 

hypothesis, households face greater borrowing needs during years of poor agricultural harvests (Duong & 

Izumida, 1990). Regarding borrowing channel selection, due to information asymmetry and transaction costs in 
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rural financial markets, the informal financial sector remains highly active (Tsai, 2004) Therefore, in-depth 

analysis of rural households' borrowing behavior and its influencing factors is essential, aiding our 

understanding of rural financial market characteristics and core financial activities. 

II. LITERATURE REVIEW 

Most scholars studying household borrowing behavior focus primarily on macroeconomic factors 

influencing household debt, such as national financial systems and interest rate adjustments. Connolly & 

McGregor (2011) conducted a longitudinal study tracking 7,500 Australian households over an extended period. 

They found that prior to 2005, household debt grew rapidly, attributable to low nominal interest rates and 

financial innovations in Australia. However, household debt growth slowed significantly after 2005. During the 

2008–2009 economic crisis, widespread interest rate cuts prompted more households to plan repayments of 

mortgage loans and credit card debts, leading to a reduction in household liabilities. Strebkov (2005) utilized 

Russian household borrowing statistics from 2001–2003 to examine trends in Russian household debt. 

Among domestic Chinese scholars' related research, due to greater focus on China's specific realities, 

studies generally emphasize analyzing rural household borrowing behavior, with a stronger emphasis on rural 

areas. Hu Feng and Chen Yuyu (2012) analyzed the impact of social networks on farmers' borrowing behavior 

using data from the 2010 China Family Panel Studies (CFPS). They found that social networks significantly and 

positively influenced both the likelihood and amount of borrowing among farmers, with social networks 

appearing to exert a greater influence on borrowing from formal financial institutions in rural areas. Zhong 

Chunping (2010) examined the extensive coverage of microfinance institutions in rural areas by analyzing their 

competitive advantages. He found that informal, small-scale credit providers penetrate rural regions more 

deeply, leveraging informational advantages. By utilizing collected information to implement locally tailored 

organizational and institutional arrangements, these institutions effectively circumvent credit quota restrictions 

imposed by formal lenders, thereby better meeting farmers' borrowing needs. 

Although domestic research primarily focuses on rural household borrowing, most studies are limited 

to small-scale investigations. They lack geographical breadth and comprehensiveness, with samples lacking 

national representativeness. Furthermore, most analyses of factors influencing household borrowing behavior 

neglect the impact of the head of household's personal characteristics on the entire family's borrowing patterns. 

The subsequent structure of this paper is as follows. Section III details the data sources and presents 

basic descriptive statistics. Section IV outlines the model variable selection and empirical framework. Section V 

analyzes empirical results, including whether rural households borrow and their choice between borrowing 

channels. The conclusion section follows. 

 

III. DATA 

The data utilized in this paper are sourced from the China Household Finance Survey (CHFS), a 

biennial longitudinal survey project administered by the China Household Finance Survey and Research Center 

at Southwestern University of Finance and Economics. To date, five rounds of survey data have been collected 

for the years 2011, 2013, 2015, 2017, and 2019, alongside one round of data from the China Micro and Small 

Enterprise Survey (CMES). The nationwide survey employs a stratified, three-stage, proportional-to-size (PPS) 

sampling method, with a sample size of 34,643 households. This paper utilizes data from the 2019 survey's rural 

sample, with the final valid dataset comprising 3,420 rural households. 
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The 2019 CHFS household questionnaire included information on rural household credit, covering 

borrowing channels (financial institutions, informal lenders, friends, relatives), specific loan amounts, and 

borrowing purposes. Among the surveyed rural households in the sample, 1,636 households had engaged in 

borrowing or lending activities. Of these, 445 households (approximately 27.20% of all borrowing households) 

utilized bank loans, while 1,557 households (a significant 95.17%) relied on informal financial channels, namely 

borrowing from relatives and friends. It is evident that the primary borrowing channels for rural households in 

China are informal financial institutions, with a strong preference for borrowing from relatives and friends. 

Table 1 presents the demographic distribution of borrowing behaviors among the 3,420 surveyed rural 

households. Nationwide, rural household borrowing participation exceeds 50%, indicating that over half of rural 

households engage in borrowing activities. Among these households, borrowing primarily occurs through 

informal financial channels—specifically, borrowing from relatives and friends. Regarding age distribution, 

rural household borrowing participation shows a negative correlation with age: older households exhibit lower 

borrowing participation. Regarding educational attainment, households with higher-educated heads are less 

likely to borrow and exhibit lower reliance  on borrowing from relatives and friends. Regionally, eastern 

regions show the lowest borrowing participation and a stronger preference for bank loans, while central and 

western regions favor borrowing from relatives and friends—a pattern closely tied to economic development 

levels and household income. Regarding household marital status, married households exhibit higher 

participation rates. Non-Party member households and non-ethnic minority households show higher borrowing 

participation, potentially reflecting China's demographic characteristics of fewer Party members and ethnic 

minority populations. By household head gender, male heads demonstrate higher borrowing participation and a 

greater tendency to choose bank loans. Additionally, household heads in better health are more likely to engage 

in borrowing activities. 
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Table 1 Demographic Distribution Characteristics of Rural Household Borrowing Behavior 
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IV. VARIABLE SELECTION AND MODEL SPECIFICATION 

(I) Variable Selection 

The objective of this paper is to examine the impact of household characteristics on farmers' borrowing 

behavior. More specifically, we will investigate how the individual characteristics of the household head and the 

overall household situation influence farmers' likelihood of borrowing and their choice of borrowing channels. 

This paper will conduct an in-depth analysis of the following variables: 1. Borrowing behavior of 

farming households, denoted as borrowing, is a dummy variable: 1 if the household has borrowed, 0 otherwise; 

2. Borrowing channels for households, including banking and nonbank borrowing, also a dummy variable with 

the same coding; 3. Age of the household head, denoted as age; 4. Household head's hukou status, denoted as 

hukou, a dummy variable where agricultural hukou is coded as 1; 5. Household head's educational attainment, 

categorized as below junior high school, junior/senior high school (vocational school) and below, or college 

(technical college) and above. Two dummy variables, primary and high, are introduced for analysis: 1 if the 

household head's education falls under either category, 0 otherwise; 6. Household head's ethnicity, denoted by 

nation, a dummy variable taking 1 for Han ethnicity and 0 for others; 7. Whether the household head is a 

Communist Party member, denoted by the dummy variable party, taking 1 if a member; 8. Household head's 

marital status, categorized as single or married, denoted by married, taking 1 if married; 9. Household head's 

gender, represented by the dummy variable male, takes a value of 1 if the head is male; 10. Whether the 

household head has employment, represented by job, takes a value of 1 if employed; 11. Household head's 

health status, categorized as good, ordinary, or poor, represented by the dummy variables good and ordinary, 

takes a value of 1 if applicable; 12. Household size, represented by homesize; 13. Household geographic 

location, categorized as eastern, central, or western regions. Introduce dummy variables east and middle. Assign 

a value of 1 corresponding to the region where the rural household is located; 14. Whether the household 

engages in agricultural production, represented by the dummy variable agriculture. Assign a value of 1 if 

engaged; 15. Number of household members engaged in agriculture, represented by agr-number; 16. Whether 

the household engages in industrial or commercial production and management, represented by the dummy 

variable manage. Assign a value of 1 if engaged; 17. Household home ownership, denoted by house possess, 

valued at 1 if owned; 18. Household car ownership, denoted by car possess, valued at 1 if owned; 19. Household 

other assets, denoted by other asset, valued at 1 if owned; 20. Household land ownership, denoted by land, 

valued at 1 if owned; 21. Total household loan amount, denoted by amount, representing a more direct factor 

influencing household borrowing. 

 

(II) Model Specification 

Since all dependent variables in this study are categorical, we will employ Logit and Probit models for 

empirical analysis. The basic econometric regression model is as follows: 

Model Specification Given that all dependent variables in this study are categorical, Logit and Probit models 

will be employed for empirical analysis. The basic econometric regression model is as follows: 

0 1
bor rowi ng a AX u= + +

                          （1） 

0 2
banki ng b BX u= + +

                             （2） 
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0 3
nonbank c CX u= + +

                              （3） 

Equation (1) tests whether rural households have loans; Equations (2) and (3) build upon Equation (1) to further 

analyze borrowing channels for rural households with loans. X denotes the column vector of explanatory 

variables, A, B, and C represent the coefficient row vectors, 0
a
， 0

b
， 0

c
 are the constant terms, 1

u
， 2

u

， 3
u

are the residual terms. 

 

V. EMPIRICAL RESULTS ANALYSIS 

This study initially employed whether farmers engaged in borrowing as the dependent variable, 

utilizing Logit and Probit analyses. The initial sample comprised 3,240 observations. After removing missing 

values, 3,209 observations were retained for regression analysis. Among these 3,209 households, those who 

borrowed were selected for regression analysis of their chosen borrowing channels, yielding 1,616 samples. 

Employing different dependent variables and both Logit and Probit regression methods ensures the robustness 

of the empirical findings. 

 

(I)  Research on Whether Households Engage in Borrowing 

Table 2 presents the regression analysis results on how individual household characteristics influence 

borrowing behavior. Both models indicate that the household head's household registration status and gender 

have little effect on borrowing propensity. Conversely, the head's age exerts a significant negative influence: 

empirical evidence shows that for every additional year of the head's age, the probability of household 

borrowing decreases by 0.4% and 0.6%, respectively. This can be attributed to the fact that the head's age 

indirectly reflects the household's age structure. As the head ages, the household's risk aversion increases. On 

average, farmers over 50 are less likely to engage in borrowing activities. Additionally, the head's ethnicity and 

party membership status show no significant impact on rural household borrowing behavior. This does not 

contradict Table 1, which reflects the political affiliation and ethnic distribution of household heads in 

borrowing households. Regarding the head's educational attainment, lower levels correlate with higher 

borrowing likelihood. This aligns with Table 1, where households with less educated heads exhibit greater 

borrowing participation. This stems from the close link between educational attainment and income, as well as 

education's significant influence on risk awareness and household values. Higher education exerts a stronger 

restraint on borrowing, with marginal effects in the model reaching 37.6% and 36.7%, respectively. Regarding 

the head's marital status, employment status, and whether the household engages in agricultural production, no 

significant correlations were observed. This relates to rural families' views on marriage and primary income 

sources. Households prioritize marriage and rely mainly on agriculture, making these factors less influential on 

borrowing decisions. The health status of the household head directly and significantly impacts the likelihood of 

borrowing. The poorer the health of the head, the lower the probability of the rural household obtaining a loan. 

This aligns with Table 1, which shows that households with heads in poorer health have lower borrowing 

participation rates. This occurs because poorer health among household members introduces greater future 

uncertainty, leading households to avoid borrowing whenever possible in their decision-making. The size of the 

loan amount significantly influences the likelihood of borrowing, exhibiting a positive relationship. Regarding 
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overall household characteristics, rural households with more labor force participating in agricultural production 

are more likely to borrow. Agricultural production is the primary economic activity in rural areas, heavily 

influenced by climate and natural disasters, characterized by high uncertainty and low output value. Given the 

generally poor overall economic conditions of these households, borrowing becomes more probable. Household 

size exerts a significant positive influence on borrowing behavior, with marginal effects reaching 2.1% and 

4.6%, respectively. This indicates that an increase in household population size boosts consumption and 

expenditures, heightening demand for potential liquidity and thereby increasing farmers' propensity to borrow. 

Conversely, factors such as whether households own housing, other assets, vehicles, land, or engage in 

industrial and commercial production and operations have no discernible impact on the likelihood of farmers 

borrowing. The geographical location of the household significantly influences borrowing likelihood, exhibiting 

a pronounced negative effect. The marginal effect of borrowing avoidance is stronger in eastern regions, 

consistent with Table 1. 

 

(II) Research on Whether Rural Households Have Bank Loans and Non-Bank Borrowing Activities 

Tables 3 and 4 present the regression results for whether rural households have bank loans and 

non-bank borrowing, respectively. It is evident that the household head's household registration status and 

gender do not significantly influence borrowing methods. The household head's age exerts a restraining effect 

on both borrowing methods. While the age of the household head did not pass the significance test for its impact 

on whether households have bank loans, it has a certain negative effect on households borrowing through 

non-bank channels, with marginal effects of 0.07% and 0.08%, respectively. The household head's ethnicity and 

marital status do not significantly affect rural households' choice of borrowing channels. 

Regarding educational attainment, higher education levels significantly reduce the likelihood of bank 

borrowing, while lower education levels increase the preference for borrowing from relatives and friends. 

Conversely, higher education levels also increase the probability of obtaining bank loans. For household head 

political affiliation, being a Communist Party member significantly increases the likelihood of bank borrowing, 

likely due to the higher quality and personal creditworthiness associated with Party membership. However, 

Party membership does not significantly influence the choice of non-bank borrowing. The head of household's 

health status significantly influences whether rural households obtain bank loans, but this effect did not pass the 

significance test for non-bank loans. This is because bank loan approvals necessarily require borrowers to meet 

health criteria, whereas borrowing from relatives and friends is more heavily influenced by the closeness of the 

relationship and social status. 
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Table 2: Regression Analysis Results on Whether Rural Households Borrow Money 
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Table 3: Regression Analysis Results for Rural Household Borrowing Channels (Part 1) 
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Table 4: Regression Analysis Results for Rural Household Borrowing Channels (Part II) 
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The amount borrowed by rural households significantly impacts bank loans but has little effect on 

non-bank borrowing. This may be largely related to banks' lending capacity: the greater the borrowing need, the 

more likely farmers are to choose bank loans, as banks' lending capacity far exceeds that of borrowing from 

relatives and friends. Household size significantly influences the choice of bank loans but has no significant 

effect on borrowing from relatives and friends. Larger households with more complex compositions—likely due 

to having more children in rural China—face substantial expenses like education costs, which are often covered 

by student loans. Consequently, household size significantly impacts the preference for bank loans. 

Whether a rural household engages in farming, the number of family members involved in farming, 

whether they operate a business, and whether they own land or other assets show no significant impact on either 

borrowing method. Additionally, household homeownership shows no significant effect on choosing non-bank 

loans but significantly influences bank loan selection, reflecting rural households' asset profiles and mortgage 

requirements. Conversely, car ownership has the opposite effect on borrowing choices: it inhibits borrowing 

from relatives and friends. This stems partly from higher wealth levels and partly from the Chinese concept of 

“face”—households owning cars are less likely to borrow from relatives and friends. 

Finally, regionally, eastern rural households show a stronger preference for bank loans, while central region 

households favor non-bank channels like borrowing from relatives and friends—both findings passing 

significance tests. Eastern households exhibit reduced avoidance of bank loans, while the marginal utility of 

borrowing from relatives and friends for central region households reaches 2.12% and 2.35%, respectively. 

 

VI. CONCLUSIONS AND IMPLICATIONS 

The findings of this study yield the following insights: (I) Overall, rural households in China exhibit 

low borrowing participation rates and limited activity in financial markets. Furthermore, among the farmer 

samples examined, households rarely or almost never held financial assets such as stocks, futures, or bonds. 

This suggests that promoting financial literacy should be prioritized when advancing rural financial market 

reforms. (II) The age of the household head significantly influences borrowing behavior. Financial institutions 

should consider targeting young and middle-aged rural households as primary clients, as these families exhibit 

stronger borrowing intentions and engage in more credit activities. Introducing appropriate incentive measures 

through relevant departments or policies could further stimulate and enhance their borrowing willingness. (III) 

The health status of the household head significantly influences borrowing behavior. Regardless of perspective, 

the head's health profoundly affects whether a household borrows and the amount borrowed. Therefore, relevant 

rural departments should establish robust health protection measures, such as improving rural medical insurance 

and actively increasing physician coverage. (IV) The geographical location of a household also influences 

borrowing behavior. Significant regional differences exist in rural borrowing patterns, with distinct variations in 

borrowing decisions and methods among households in eastern, central, and western China. (V) The head of 

household's educational attainment significantly and positively influences the likelihood of participating in 

bank-based financial borrowing. Given the generally low educational levels among rural households, they may 

be more inclined to borrow from relatives and friends when selecting borrowing channels. It is evident that 

enhancing farmers' educational attainment holds significant importance for improving rural household 

borrowing structures and the rural financial market. 

The conclusions presented herein are based on a sample survey analysis of rural households across 25 

provinces, municipalities, and autonomous regions nationwide. This study differs from previous research by 

examining the impact of individual characteristics such as the head of household's health status and the 

household's geographic location on rural borrowing. However, due to the relatively small overall sample size, 
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and the inherent uniqueness of each household, it is challenging to examine rural household borrowing behavior 

from all angles. Furthermore, the study involves limited coverage of informal lending channels in rural areas, 

and research on the duration of rural households' loan needs and the extent to which loan objectives are achieved 

requires further strengthening. Furthermore, this study considers household borrowing behavior solely through 

the lens of household head and overall household characteristics, excluding many other household-related 

factors. Future research on household borrowing behavior could expand sample sources, refine indicator 

systems, incorporate time-series tracking surveys, and include macroeconomic variables to analyze the impact 

of corresponding economic policies on household borrowing behavior. 
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