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China’s rural financial system has experienced
a rapid marketisation reform over the past two
decades, which plays an essential role in facili-
tating agricultural development and rural trans-
formation. Yet, the mechanisms through which
this financial system marketisation reform
unfolded in rural China have remained unknown
to the public. Finance in Rural China provides an
in-depth review on the reform, with a particular
focus on analysing three important reforms
implemented in different stages of rural develop-
ment in China and their roles in fostering rural
financial development.
The three reforms are: first, the rural credit

cooperative (RCC) reform taking place in the first
decade of the 21st century, which helped to
deregulate and diversify the rural financial system
originally owned by the state (Xiwen et al., 2009);
second, the implementation of a proactive national
strategy of developing inclusive finance (or ‘pu hui
jin rong’) across China, especially in rural areas,
during 2013–2018, which further intensified mar-
ket competition among commercial banks and
financial institutions in providing loans to farmers
(Helms, 2006); third, developing digital economy
and digital finance in rural China since 2014, by
integrating the inclusive finance system with the
application of digital technologies (Huang &
Wang, 2017). Nowadays, China owns the largest
online/digital banking system in rural areas, and
more than 80 per cent of the rural population in
China now uses online payment tools, such as
WeChat and Ali-pay for daily transactions.
If you are interested in understanding financial

reforms and agricultural financial markets or just
interested in knowing more information about
financial reforms in a large developing country in
the Asia-Pacific region, this book promises to be
an engaging read. Although the book mainly
focuses on issues in China, it provides valuable

insights that can be applied to financial reforms in
other developing countries.
The book consists of seven chapters contrib-

uted by various authors, which can be categorised
into three themes, including the ideology of the
rural financial system, the three types of financial
reform in rural China and the potential impact of
rural financial reform. Although each chapter
analyses the rural finance reforms from a specific
aspect, together they paint a comprehensive
picture of the path taken by rural financial reform
in China. However, as different chapters have
been contributed by different authors with vary-
ing purposes, too many aspects and issues have
been raised and discussed, which dilutes the
book’s focus to some extent.
In the book, Chapter 2 (70 Years’ Evolution of

the Rural Financial System of the PRC), Chapters
4 (Ownership, Governance and Interests of
Financial Institutions within the Rural Credit
Cooperative System), Chapter 5 (Improving the
Financial Sustainability of the Financial Institu-
tions Within the RCC System: Problems and
Policy Options) and Chapter 6 (The Development
of Digital Inclusive Finance in Chinese Counties:
Index Construction, Measurement and Analysis)
are the most interesting parts, and therefore, in
this review, we will focus on these chapters.
Chapter 2 begins by analysing the evolution of

China’s rural financial system during 1949–2019.
Through discussing the features of rural financial
development in four sub-periods, namely, the
initial formation of the rural financial market
before 1978, the functional division and coordi-
nation of different financial institutions after
1978, the establishment of the modern rural
financial market in the 1990s and the develop-
ment of an inclusive financial system after 2014,
the authors succeed in outlining the path of the
marketisation of rural financial institutions and
the opening up of the rural financial market in
China. This paves the way for the following
chapters to analyse, in detail, China’s rural
financial reform in each sub-period of time.
Chapters 4 and 5 have both examined the rural

credit cooperation (RCC) reform, but with
different focuses. Chapter 4 analyses issues
related to the ownership structure, governance
and interests of the RCC institutions in rural
China (Wen & Wang, 2005), and therefore it
explains how the first-stage RCC reform is
implemented since 2003 which in turn restruc-
tured the state-own RCC system into rural
commercial banks, rural cooperative banks and
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rural credit cooperatives. Although the RCC
reform helps the marketisation of the rural
financial system in China, it does not restore the
RCC’s own autonomy, leading to other problems
(Feng et al., 2006). In contrast, Chapter 5 takes a
closer look at the second-stage RCC reform (or
the share-holding reform), introduced by China’s
Banking and Insurance Regulatory Commission
in 2010. In this reform, all rural cooperative
banks and rural credit cooperatives were trans-
formed into shareholding entities without any
element of a cooperative system, even if they
retained the term ‘cooperative’ in their names. In
comparison with the first-stage reform, this
results in the business operations and asset
conditions of RCCs significantly improving. In
both chapters, the authors claimed that the RCC
reforms have had success to some extent and play
an important role in supporting rural revitalisa-
tion and agricultural modernisation.
Although Chapters 4 and 5 describe the

background and reason of the RCC reform and
document the implementation of the reforms in
detail, the consequence of the reform is not well
presented. In particular, most material in the two
chapters uses only the performance of the
reformed RCC institutions as an indicator to
illustrate the success of the reform, which can be
somewhat subjective and potentially biased. From
a reader’s perspective, the two chapters could be
improved if the authors were to provide more
empirical evidence on whether the RCC reform
has significantly improved the accessibility for
farmers to the bank loans. This would make the
chapters more informative and insightful for
readers.
Chapter 6 provides a measure of digital

inclusive financial development. Using the data
on the digital inclusive finance development in
1,884 counties from the MyBank (Ant Group,
Alibaba), which is a large fintech platform
company in China, the chapter constructs an index
to measure and compare the development of
digital inclusive finance across counties in rural
China for the 2017–2019 period. A comparison of
the digital finance development index across
regions shows that digital inclusive finance has
grown rapidly over time, but there are substantial
differences which persist across regions. Addi-
tionally, although bank loans through online/
digital platform have increased quickly, the
quality of bank loans could still be improved.
Over the past decade, China has gradually

transformed its rural financial system towards a

more inclusive direction, after the RCC reform.
Along this line, a rapid development of digital
economy and online transaction tools also adds
the fuel to drive the development of inclusive
financial system in rural China (Feng
et al., 2019). The remarkable expansion of
MYBank and other digital financial initiatives in
rural areas heralds a new era in which digital
finance is poised to play an increasingly vital role
in providing financial services (Xun et al., 2020).
Yet, the lack of digital infrastructure may still be
an emerging challenge, generating cross-regional
disparity in the development of the rural financial
system. In our view, this chapter provides some
useful facts, but it should not combine ‘inclusive
rural financial system’ and ‘digital finance
development’ into one piece. Instead, the content
would be more interesting if they included more
developments and challenges of the inclusive
financial system in China as a whole.
Overall, the book systematically summarises

the marketisation reform of rural financial system
in China from various perspectives over the past
four decades. The book is successful in providing
some background information on how China has
reformed its rural financial system to support
rural transformation, offering valuable policy
implications for other developing countries in
the same region. Although it lacks extensive
empirical analysis, it is highly accessible and
offers a wealth of stylised facts about China’s
rural financial system.

XUERONG WANG
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Peking University, Beijing, China
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Foundations of Real-World Economics: What
Every Economics Student Needs to Know, by
John Komlos (Routledge, New York, 2023)

The 2008 global financial crisis exposed the
weaknesses of economic research and teaching.
The ideological homogeneity of the top economic
journals and the profession’s focus on mathemat-
ical rigour limited the range of behaviours and
approaches that were ‘acceptable’ for economists
to research, leaving many important topics –
including financial instability – understudied or
ignored completely (Akerlof, 2020; Heckman &
Moktan, 2020). Students and employers of econ-
omists criticised the undergraduate curriculum’s
focus on market fundamentalism and the efficiency
of competitive markets, which left economics
graduates ill-equipped to understand important
societal issues such as financial stability, climate
change and income inequality (Chang &
Aldred, 2014; Inman, 2014; Johnson, 2020). The
2008 Nobel Prize winner Paul Krugman echoed
this sentiment shortly after the crisis: ‘When it
comes to the all-too-human problem of recessions
and depressions, economists need to abandon the
neat but wrong solution of assuming that everyone
is rational, and markets work perfectly’.

An Alternative Paradigm: Humanistic Economics
Since the global financial crisis, numerous

academic and student initiatives have attempted
to introduce pluralism and new benchmark
models into undergraduate economics teaching.
These initiatives include Rethinking Economics,
the International Student Initiative for Pluralist
Economics and the CORE project. The third
edition of John Komlos’ textbook, Foundations of
Real-World Economics: What Every Economics
Student Needs to Know, joins this curriculum
reform movement.
Komlos’ introductory-level textbook chal-

lenges the ideology of market fundamentalism,
arguing that without an appropriate institutional

framework or government oversight, free markets
are frequently inefficient and often result in an
unequal distribution of resources. Komlos also
questions the assumptions typically used in
mainstream economics, such as equating con-
sumption with well-being, or equating income
and economic growth with living standards.
Instead, he advocates the humanistic economics
approach, which focuses on ‘how flesh-and-blood
people feel in the real-existing economy’ (p. 2).
Humanistic economics, which Komlos refers to as
‘capitalism with a human face’ (p. 3), puts quality
of life as the primary goal, and emphasises the
importance of morals and fairness. As explained
in Section 1.2, this approach is evidence-based
rather than axiom-based, using inductive logic to
build theories from empirical data, with minimal
use of mathematics. It also seeks to include non-
mainstream economic ideas and insights from
other disciplines.
Each chapter provides data and real-world

examples that challenge some assumptions of
mainstream economics. Chapters 2 and 8 detail
the various limitations of free markets, emphasis-
ing the role of morality and good governance.
Chapters 4 and 5 question the mainstream
benchmark model of utility maximisation, arguing
that individual decision-making is boundedly
rational, with the goal of satisficing rather than
optimising. Rather than perfect competition as the
benchmark, Chapter 6 presents readers with the
firm and market structures that characterise
capitalist economies (multinationals, oligopolies
and monopolies) and demonstrates the economic,
political and social impacts of corporate power. In
line with the textbook’s humanist approach,
Chapter 7 conceptualises production in terms of
labour productivity and human capital, discussing
their effects on income inequality and social
welfare. The coverage of macroeconomics in
Chapters 10–13 is similarly focused on human
experiences of the economy, with fiscal policy,
monetary policy and trade theory presented
through the lens of improving socioeconomic
mobility and ensuring a fairer distribution of
income and wealth.
A key strength of this textbook is its in-depth

coverage of major 21st-century social and eco-
nomic events: the global financial crisis, the rise
of right-wing populism, the growing unrest about
systemic racism in society and economics, and
the COVID-19 pandemic. Chapters 14–17 pro-
vide compelling narratives of their causes,
features and consequences, supported by
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