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Executive Summary

As part of a long-standing partnership in advancing pover-
ty reduction in the People’s Republic of China (PRC), the
State Council Leading Group Office of Poverty Alleviation and
Development (LGOP) and the Asian Development Bank
(ADB) are cooperating under technical assistance TA 4933 -
PRC: Facility for Policy Reform and Poverty Reduction. Un+
der the TA’s poverty component, the largest sub-project aims
to develop and operationalize a new model of village poverty re-
duction cooperative (VPRC), demonstrating its efficacy, sus-
tainability, and equity in extending credit and other mutual-aid
functions to poor and semi-poor rural households, promoting
harmonious development in target villages.

A key starting point of this work has been to assess exist-
ing models, including the successful experiences in the earlier
pilot testing of a VPRC model launched by LGOP and related
agencies in Yilong County of Sichuan Province starting in
2005. Successful elements of this and other models of village
development self-help funds-as well as a broader array of grass-
roots participatory development interventions-will form the ba-

sis of an improved VPRC model, as a key thrust in the PRC’ s
o .
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continuing success story in reducing poverty.

Accompanied by a sister volume (entitled Village Powverty
Reduction Cooperative Funds : the “Yilong Model” and Rural
Poverty Reduction in a New Era), this Handbook on the
“Yilong Model” of Village Poverty Reduction Cooperative
Funds aims to provide an operational manual for pilot testing
and replicating poverty reduction cooperative funds. The
Handbook principally targets staff of various levels of govern-
ment poverty reduction offices and a range of poverty research-
ers. In particular, we hope the publication will provide valuable
reference to participants of local poverty reduction cooperative
funds. Indeed, the core operative guidelines identified herein
are already being applied in pilots of VPRCs supported by ADB
TA 4933 - PRC in Yunnan and Hebei Provinces.

This Handbook systematically analyzes the basic model
and rationale, organizational processes and operative manage-
ment, financial management and fund monitoring of poverty
reduction cooperatives in Yilong, and comprises the following
six chapters;

L. The Background and the Significance of VPRCs. This
chapter presents the situation of the pilot on VPRCs in Yilong
County, Sichuan Province. It analyzes the challenges for pov-
erty alleviation in a new era in the PRC and the rationale and
significance of setting up village poverty reduction coopera-
tives, as well as defining the concepts and objectives of
VPRCs.

IL. The Basic Principles and Models of VPRCs, To allow
e 2



Executive Summary

poverty reduction cooperatives to achieve the pre-set objec-
tives, operate in a sustainable fashion and continue to develop,
this chapter starts by first identifying the basic principles appli-
cable to such VPRCs, then details the design of the Yilong
model of VPRCs based on these principles.

IIL. The Establishment and Operation of VPRCs. This chap-
ter delineates five phases in the establishment of poverty reduc-
tion cooperatives: (i) preparation, (ii) publicity and mobiliza-
tion, (iii) cooperative setup, (iv) capacity building, and (v)
operational management. The main process of setting up and
operating such cooperatives is presented to provide readers
with an overview of the main steps and phases required for de-
veloping such VPRCs.

IV. Specific Steps for Establishing VPRCs. Under the
framework outlined in the previous chapter, this chapter de-
tails the specific steps needed for setting up and operating a
poverty reduction cooperative. These include not only the steps
for initiating and setting up VPRCs, but also the daily opera-
tional routines and practices. Emphasis is given to details of
particular importance but perhaps otherwise easily neglected.
The chapter’ s length reflects the fact that (i) the procedures
and key details in establishing VPRCs will largely decide their
efficiency of operation, and subsequently impact achievement
of the objectives of poverty reduction cooperatives; and (ii) the
success of such cooperatives after setup hinges vitally on pru-
dent operational practices.

V. Supervision System and Financial Management of VPRCs.
¢« 3 o
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Sustainable development of poverty reduction cooperatives re-
lies not only on their own effective operational mechanisms,
but also on strong internal and external supervision and sound
financial operation. This chapter describes in detail the internal
and external supervisory parties and modes of supervision, as
well as the design of positions and responsibilities of the inte-
rnal management group for VPRCs in Yilong. More detailed
and concrete explanation is provided for financial management
of the cooperatives.

VI. Appendixes. These includes a series of highly practical
documents covering the charter, operational rules, manage-
ment method, modes of activity, and the financial accounting

system of VPRCs in the Yilong pilot.
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