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Abstract The implementation of China’s rural revitalization strategy will surely release a huge financial demand in rural areas. How to use the

petty credit loan in rural financial institutions to develop rural economy is an effective way to implement the rural revitalization strategy. This

paper first analyzes the significance of petty credit loan in rural financial institutions for rural revitalization strategy, then introduces the remark-

able contribution of petty credit loan in China’s rural financial institutions to actively solving the problems of farmers about difficult financing

and expensive financing and elaborates on the main problems of petty credit loan business in rural financial institutions that still exist in the

process of supporting rural revitalization, and finally gives several suggestions on solving the problems about the financing of farmers and the de-

velopment of petty credit loan business in rural financial institutions.
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1 Introduction

In the report of the 19th National Congress of the Communist
Party of China in October 2017, China proposed the rural revital-
ization strategy, pointing out that rural revitalization strategy was
an overall grasp of the work of "agriculture, rural areas and farm-
ers" in the new period, an inevitable requirement for solving the
contradiction between the people’s growing needs for a better life
and the unbalanced and insufficient development, and even more
an important measure for comprehensively winning the moderately
prosperous life and realizing the Chinese dream. The implementa-
tion of rural revitalization strategy is mainly completed through
economic construction, and the promotion of rural economic con-
struction requires a large amount of financial support to arouse
farmers’ enthusiasm for innovation and entrepreneurship and stimu-
late farmers’ consumption and investment demands, thereby in-
creasing farmers’ income levels and then achieving the goal of in-
dustrial prosperity and prosperous life. In 2018, the Central Docu-
ment No. 1, Opinions on the Implementation of Rural Revitalization
Strategy, was issued, which particularly emphasized that it was
necessary to improve the level of financial services and strengthen
the support for rural financial credit system with the aim of better
meeting the demand for funds in the process of rural revitalization.
The economic development in rural areas is very backward, and
the social environment is relatively isolated. Farmers encounter
the difficulties in making indirect financing through the financial
market and also face the difficulties in obtaining large mortgage
loans because of unclear rural property rights and the low values of

farmers’ assets. In view of this, petty credit loan has almost be-
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come the main source for farmers to obtain loans. Therefore, in a
logical sense, the benign development of petty credit loan can pro-
mote the realization of the goal of rural revitalization strategy.
From the perspective of economic benefits, the development of
petty credit loan can promote the industrial structure adjustment
and industrial prosperity in rural areas, increase the incomes of
farmers and realize the goal of common prosperity; from the per-
spective of social benefits, the development of petty credit loan
can realize the goal of farmer’s prosperous life, which help the
people live and work in peace and contentment and thus maintain

the stability of rural order.

2 Analysis for the current situation of the develop-
ment of petty credit loan in China’s rural financial in-
stitutions

Petty credit loan is the small-value, continuous credit serv-
ices provided for low-income groups and micro-enterprises. It
mainly has 4 basic characteristics; small value, unsecured guaran-
tee, convenient and fast handling, and service for the poor peo-
ple. Petty credit loan is one of the effective ways to solve farmers’
difficult financing and expensive financing and one of the main
credit businesses of rural financial institutions at present.
2.1 Steady growth in the scale of petty credit loan in rural
financial institutions The scale of petty credit loan in rural fi-
nancial institutions has shown a steady growth trend in the past
decade. As shown in Fig. 1, in 2009, the scale of petty credit loan
in rural financial institutions was only 92 600 yuan; after 10
years, at the end of 2019, the balance of local and foreign curren-
cy agricultural loans in financial institutions reached 35 190 billion
yuan, with a growth of nearly 4 times. As the scale of loans grew
larger and larger, the base for calculating the growth rate also be-
came larger, so the growth rate showed a trend of reduction year

by year instead, which demonstrated that there would be a quite



Xiaofang ZOU. Plight and Countermeasures of Petty Credit Loan in Rural Financial Institutions in the Context of Rural Revitalization Strategy 13

large space for improvement on the scale of petty credit loan in ru-

ral financial institutions in the future.
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Data source; GTA database, website of National Bureau of Statistics.
Fig.1 Scale and growth rate of the petty credit loan in rural finan-
cial institutions from 2008 to 2019

2.2 Continuous expansion in the loan-to-deposit ratio of ru-
ral financial institutions
deposit ratio in 2003 was only 0. 15, but by 2018 the rural loan-to-
deposit ratio reached 0. 51. The rural loan-to-deposit ratio in-

As shown in Fig.2, the rural loan-to-

creased year by year, with a relatively large growth rate, which
demonstrated that rural financial credit had gradually been recog-
nized by everyone. More and more people were willing to partici-
pate in the new loan models continuously introduced by financial
institutions, which had greatly promoted the development of re-

gional economy in China’s rural areas.
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Fig.2 Diagram for the trend of loan-to-deposit ratio of China’s rural fi-
nancial institutions from 2003 to 2018

2.3 Continuous increase in the coverage of service outlets
for petty credit loan in rural financial institutions The
service outlets for petty credit loan in rural financial institutions
show an increase in their quantity and a continuous expansion in
their coverage. By the end of 2015, the quantity of county-level
banking outlets in China reached 110 000, and all townships in
24 provinces (regions) across China achieved a full coverage of
basic financial services. As of the end of December 2017, the
coverage rate of banking financial institutions in China’s town-
ships was 95.99% , and the coverage rate of basic financial
More than

80% of these financial institutions serve agriculture, rural areas

services in administrative villages was 96.44% .

and farmers as well as small and micro enterprises and provide

them with special petty credit loan services. It can be seen that
rural small and medium-sized financial institutions continue to
play a major role in supporting agriculture services, which has
laid a financial foundation for ensuring the solution to farmers’ fi-

nancing difficulties.

3 Problems confronted by the petty credit loan in
China’s rural financial institutions in the process of
supporting rural revitalization strategy

3.1 Urgent demand for strengthening the investment of pet-
ty credit loan in rural financial institutions in the process of
supporting rural revitalization The petty credit loan in rural
financial institutions shows an inadequate investment in the
process of supporting rural revitalization, which is mainly reflected
in the lack of enthusiasm for promoting petty credit loan business.
(i) The petty credit loan business in rural areas has little profit.
The number of customers of rural petty credit loan is relatively
large, but the amount of each loan is not large. It is difficult for
financial institutions that provide loans to track the purpose of each
loan and complete the post-loan supervision work in a timely man-
ner, which will greatly increase the management costs of financial
Institutions. Moreover, some rural financial institutions have little
or even no profit in granting credit loans to farmers, which has led
to rural financial institutions’ lack of enthusiasm for expanding pet-
ty credit loan business. (ii) The issuing entities of credit loans
bear large risks. Agriculture is a high-risk and low-income indus-
try, which is easily affected by various factors such as natural
weather and disasters, etc. In China, the popularity rate of agri-
cultural insurance is low and the scope of business areas of rural
financial institutions is narrow. This makes it difficult for rural fi-
nancial institutions to disperse the risks of petty loans, and these
risks may be borne solely by the issuing institutions of loans.
Therefore, from the perspective of risks and benefits, rural finan-
cial institutions lack the enthusiasm for promoting and developing
rural petty credit loan business.

3.2 Urgent demand for updating the development model of
petty credit loan in rural financial institutions in the process
of supporting rural revitalization (i) The outflow of rural de-
posits has restricted the supply of funds for petty credit loan.
China’s rural financial institutions have been plagued with insuf-
ficient funding sources, causing a large number of rural financial
institutions to carry out commercial transformation, such as the
transformation of public welfare petty credit loan institutions to
companies and the reorganization of rural credit cooperatives into
rural commercial banks. Under the profit-driven guidance, the
business model of these commercialized rural financial institu-
tions shifted to absorbing farmers’ deposits, but most of the
funds from absorbing deposits was used for more profitable urban
real estate loans and interbank business investments, resulting
in the serious outflow of rural deposits and aggravating the im-
balance between supply and demand in the rural petty credit
loan market. (ii) The petty credit loan products of rural finan-
cial institutions lack diversity. The rural financial institutions in

China provide exclusive financial services for rural areas, show-
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ing a lack of horizontal competition and leading to insufficient
incentives to financial service innovation and relatively unitary
credit loan products. For example, there are only 4 types of ru-
ral credit loan products. The pledged collateral of farmers is
scattered, with low values and severe conditions for applicable
objects. These greatly restrict the choice of credit loan products
by rural residents. Moreover, the development of financial insti-
tutions is limited, and the supporting business of related finan-
cial products is still very imperfect, which can not meet the di-
versified financial demands released by rural areas in the
process of rural revitalization strategy.

3.3 Urgent demand for improving the system guarantee of
petty credit loan in rural financial institutions in the process
of supporting rural revitalization A main reason for the diffi-
culty of financing for farmers and agricultural business entities lies
in credit and guarantee issues. It is an iron law of financial insti-
tutions to assess credit and guarantee loans, but the existing rural
financial system in China is not perfect. (i) The rural credit envi-
ronment is poor. The construction of credit systems in most rural
areas lags behind, and rural banks in some areas have not yet en-
tered the national credit reporting system. This has led to the ina-
bility of rural financial institutions to effectively assess the credit
ratings of rural households when making loans. Besides, farmers
in some regions generally have weak credit awareness and mali-
cious arrears, which has led to serious fear of loans of rural finan-
cial institutions, which indirectly raises the cost of rural financial
institutions. (ii) Lack of rural property rights trading market and
intermediary organizations. Restricted by factors such as poor rural
economic conditions, small transaction scale, and small property
liquidity, rural areas lack credible property rights trading centers
and intermediary organizations with strong comprehensive business
capabilities, which have caused the property transfer in rural areas
to remain in the system, and it is difficult for rural and agricultural
management organizations to provide qualified collateral when ap-
plying for loans. In this situation, the credit risk of rural loans is
high and the guarantee is difficult, which has become a shackle
that hinders the development of rural finance.

3.4 Urgent demand for strengthening the talent reserve of
petty credit loan in rural financial institutions in the process
of supporting rural revitalization
stitutions extremely lack comprehensive financial talents who un-

In China, rural financial in-

derstand both finance and agriculture. (i) At present, the promo-
tion personnel of the petty credit loan business of rural financial
institutions are mainly local villagers. Although they are familiar
with the agricultural production process, they lack the necessary
financial basic knowledge. At the same time, college students
newly recruited by rural financial institutions to improve the talent
structure as talent reserves lack the experience of agricultural pro-
duction activities and lack understanding of agricultural produc-
tion. (ii) The petty credit loan business has strong policy attrib-
utes, and the low level of performance incentives has led to a lack
of motivation among business personnel. (iii) Since most rural fi-
nancial institutions are located in relatively remote areas, the sala-
ry level is unattractive, which makes the problem of brain drain

more serious.

4 Recommendations for China’s rural financial insti-
tutions supporting the rural revitalization strategy
through the petty credit loan

4.1 Providing preferential policies and system guarantees,
and establishing a financial service system for rural revitaliza-
tion With the promotion of the rural revitalization strategy, the
government should strengthen financial support and solidly promote
rural inclusive financial services. (i) Taking farmers and agricul-
tural enterprises as the main body, it is required to adhere to the
core concepts of government guidance, market operation, and gov-
ernment support, to guide funds to flow to the rural economy.
(ii) Rural financial institutions should continue to go deep into
towns and townships, establish more township banks, solidly pro-
mote inclusive financial services, and continue to increase credit
in rural markets. (iii) It is recommended to accelerate the con-
struction of rural property rights trading centers, accelerate the im-
plementation of the rural land transfer system, enhance the mobili-
ty of rural properties, increase the value of collateral when farmers
apply for loans, and increase the availability of credit for farmers
and agricultural business entities, reduce the cost of financing and
strengthen the inclusive financial protection for rural revitalization.
4.2 Providing diversified financial products and services to
improve rural financial services In order to solve the problems
of difficulty in guarantee and financing for farmers and agricultural
business entities, rural financial institutions should make innova-
tion upon rural financial products and provide diversified financial
services. For example, rural financial institutions can actively ex-
plore new financing models such as agricultural facilities, produc-
tion orders, and rural e-commerce database loans to increase the
amount and extend the loan term, to meet the circulation of rural
land management rights, and service-driven funding needs for va-
rious forms of operation. For farmers who want to develop, work
diligently, and have a good credit record, rural financial institu-
tions should appropriately relax loan tolerance, increase credit
support, and expand the coverage of petty credit loan. With the
promotion and deepening of the rural revitalization strategy, the
scale of the rural economy and the industrialization cooperation
will be strengthened, and financial institutions can vigorously ex-
plore " land management rights + joint insurance of farmers",
"land management rights +" , "company + farmers" , "company
+..." models guaranteed by the industrial chain or industrial
ecosystem, so as to effectively revitalize rural economic resources
and meet the diverse financial needs of rural revitalization.

4.3 Strengthening the cultivation of talents in rural financial
institutions and improving the level of rural financial services
It is recommended to strengthen professional training for employees
and improve the level of financial services on the basis of the actu-
al situation of the development of petty credit loan business. (i) Tt
is recommended to strengthen agricultural knowledge training for
staff of rural financial institutions. Through cooperation between
financial institutions and agricultural organizations, and opening of
relevant courses, it is necessary to strengthen the communication

between financial institutions and grass-roots agricultural organiza-
(To page 21)
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tions and farmers. Through regular on-site training courses, on-
site production and other means, it is expected to strengthen agri-
cultural knowledge learning and understand agricultural produc-
tion. (ii) It is recommended to improve the professional compe-
tence of the staff through building the transfer exchange channels
with personnel from external agencies. (iii) In terms of the inter-
nal risk control, rural financial institutions should pay special at-
tention to the education and training of client managers, ensure
that client managers do pre-loan investigation, mid-loan review
and post-loan inspection for each loan, so that they can always
pay attention to customer operations and always pay attention to
capital risks, and formulate corresponding level allocation stand-
ards, strengthen assessment, form a long-term assessment mecha-
nism, and improve the working ability and professionalism of fi-
nancial service personnel in rural financial institutions.

4.4 TImproving rural financial infrastructure and optimizing the
financial service environment for rural revitalization (i) It is
recommended to constantly promote the construction of a rural
credit system, promote the establishment of a new type of agricul-
tural business credit evaluation platform, determine rural credit
evaluation standards, promptly update the rural personal credit re-
cord system, weaken credit risks caused by information asymme-
try, and provide a high-quality rural credit environment for finan-

cial support for rural revitalization. (ii) It is recommended to vig-

tion and rural land transfer and the impact factors[ J]. China Land Sci-
ence, 2013, 27(9) :38 —43. (in Chinese).

[16] WANG L. Research on scale management of agricultural land in China
[D]. Chongqing: Southwest University, 2012. (in Chinese).

[17] GAO MX, ZHAO GX. Coupling relationship modeling between land con-
solidation and new countryside construction[ J]. China Land Science,
2012, 26(5) : 83 -97. (in Chinese).

[18] YANG J, WANG ZQ, YI P, et al. Spatial distribution of land consolida-
tion projects and its correlation with the new countryside development
program in Zhushan County[ J]. China Land Science, 2014, 28 (7):
62 —=70. (in Chinese).

[19] YI Z], HE WF. Empirical research on land governance in the process of
urbanization in hilly areas[J]. Scientific and Technological Management
of Land and Resources, 2014, 31(2): 52 =56. (in Chinese).

[20] SHI X. Study on public participation mechanism of land consolidation
[D]. Beijing: China Agricultural University, 2015. (in Chinese).

[21] XU J. Land consolidation and new urbanization, new rural construction :
Summary on 2013 Academic Annual Conference, China Land Science So-
ciety[ J]. Land and Resources Information, 2014, 15(6);: 2 —6. (in
Chinese) .
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orously improve the rural payment environment, encourage rural
financial institutions or third-party payment institutions to pene-
trate into remote villages and towns, and strive to realize that rural
people can handle financial services such as transfers, remit-
tances, loans, etc. at any time and any place, and promote bank
cards to help agricultural withdrawal services achieve sustainable
development, and promote the application of mobile payment and
other new payment methods, to provide a good payment environ-

ment for financial support for rural revitalization.
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