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ThelnherentRelationshi pbetweenTransactionCostsand
L ocal SmallandM ediumFinancial I nstitutions

PENGJian -gang, WANGRui
( College of Finance, Hunan Universit y, Changsha, Hunan 410079, China)

Abstract: Underthebasi cframeofdual economicstructure,the paperanal ysestheinherentrela -
tionshi pbetweenbroad-definedandnarrow! y-definedtransactioncostsandl ocal smallandmedium
financialinstitutions  (LSMFIs) inbothmacrosco picandmicrocosmicas pects.Macrosco pically,devel -
opmentofL SMFI swillincreasetheefficienc yoffinancial resourceall ocation,andthusreducetheo p-
eratin gcostofthewhol efinancials ystem.Microsco pically,LSMFIs ’ comparativeadvanta geontrans -
actioncoststothoselar ~ gescal efinancialinstitutionswillbehel ptoreducetransactioncostforeachside
inafinancialtransaction.Therefore,todevelo pLSMFIsconformin  gdualeconomicstructureisa
strate gicchoicetosu  pportthedevelo  pmentoflocaleconom  yandfinall ychan gingthedualeconomic
structure.

Kewords: TransactionCost;SmallandMediumFinancial Institutions (LSMFIs) ;DuaEconomic
Structure;Com parativeAdvanta ge



