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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. Under
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
grassroots participatory development interventions—will form

the basis of an improved VPRC model, as a key thrust in the
e 1 e
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PRC’s continuing success story in reducing poverty.

Accompanied by a sister volume (entitled Handbook on
the “Yilong Model” of Village Poverty Reduction Cooperative
Funds), this book on Village Poverty Reduction Cooperative
Funds : the “Yilong Model” and Rural Poverty Reduction in a
New Era discusses a new grassroots cooperative model tht re-
presents a major innovation in mechanisms for use of govern-
ment poverty reduction funds. This Yilong model of VPRC also
shares a key characteristic with pilot testing (supported by
LGOP-ADB cooperation under another technical assistance pro-
ject) of government-NGO partnerships in village-level poverty re-
duction planning in Jiangxi Province, as well as community-driven
development (CDD) initiatives being explored in several provinces,
etc: namely, these stressing the central role of proactive communi-
ty participation in combating rural poverty.

This publication aims to summarize and analyze lessons
learned in the Yilong pilot. Specifically, it focuses on the basic
approach and successful experiences distilled from the Yilong
pilot of VPRCs, based on which it proposes a new concept of
“cooperative poverty reduction” to address the new situation of
combating rural poverty in a new era. The book principally tar-
gets staff of various levels of government poverty reduction of-
fices as well as various poverty researchers. In particular, we
hope this publication will provide valuable reference to partici-
pants of local poverty reduction cooperative funds. Indeed, the
basic concepts and key practices outlined herein are already be-

ing applied in the pilot testing of VPRC supported by ADB TA
« 2.



Executive Summary

4933 - PRC in Yunnan and Hebei Provinces.

1. On Poverty Reduction Cooperative Funds

Poverty reduction cooperative funds refer to a community-
level fund combining government poverty alleviation funds and
farmers’ own investment, including the provision of interest-
bearing loans to farmers. In the Yilong VPRC model, fund
managers are elected democratically, hence being quite distinct
from the traditiona! approach of government use and manage-
ment of state funds for poverty reduction, and representing a
major innovation in mechanisms for such fund use.

The Yilong pilot of poverty reduction cooperatives formal-
ly started in 2005. In that year, LGOP and other relevant gov-
ernment agencies chose Yilong County in Sichuan Province to
carry out the pilot of “poverty alleviation and development for
building a socialist harmonious society” in which piloting of
VPRCs was an important component. In addition to the Yilong
model, another important model of poverty reduction coopera-
tive fund is Huo-Tai model (referring to Huoshan and Taihu
in Anhui Province) . The basic practices and features of the
Huo-Tai model are described in Appendix 2.

LGOP and Ministry of Finance (MOF) conducted pilot-
ing of various forms of poverty reduction cooperative funds in
100 villages across 14 provinces in 2006, expanding to cover
274 villages in 27 provinces in 2007.

2. The Yilong Pilot of Poverty Reduction Cooperative

Establishment of VPRCs

The initiation and establishment of VPRCs in Yilong went
- 3.
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through the following main steps.

e Forming a “leading group” to oversee VPRC-related ef-
forts. The County CPC Secretary served as chief of the leading
group and Deputy Secretary/Governer in charge of poverty re-
duction as vice chief. Members of the leading group constituted
heads of various relevant government agencies—e. g. poverty
reduction, finance, supervision, science & technology, agri-
culture, animal husbandry, and civil affairs—with each mem-
ber assigned clear responsibilities. .

» Competitive selection of pilot villages. To provide villa-
ges with incentives for establishing VPRCs and having owner-
ship, the Yilong pilot introduced a competitive arrangement in
selecting pilot villages. Steps included (i) designated “key
poor villages” were encouraged to participate; (ii) the leading
group made site tours; (iii) candidate villages were require to
attend Q& A sessions; and (iv) the leading group reviewed
candidates and selected villages.

* Village-level preparation. Mobilization sessions and
household visits were organized in pilot villages to address con-
cerns of local farmers and encourage them to participate in vil-
lage cooperatives and subscribe for shares.

* Selection of poor farmer households. To achieve the goal
of targeted poverty alleviation, VPRCs identified poor house-
holds who were qualified to receive free shares in the VPRC
(coverered by state funds) . The qualification process involved
recommendation by villager groups, review by village commit-

tees, villager deliberation and voting, approval by the county
e 4 e



