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A Study on the Rural Debt in China

As we all know, the rural debt has already become an im-
portant factor that restricts the development of rural economy in
China. Whether the rural debt problem can be solved promptly or
not will directly affects the development of agriculture, the in-
crease of farmers’ income and the stabilization of the rural areas.
Furthermore, it will also influence the reform and modernization
of Chinese economy. Focusing on the rural debt in China, this
~ dissertation tries to discuss its changing regularity after 1978 by
combining theories with practices. Its main content includes: the
nature of rural debt, the theoretical basis of rural debt, the ex-
isting ways of rural debt forming, the base of rural debt
decision — making, the confirming and weighing of the appropri-
ate scale of rural debt, the paying — off of the rural debt, and the

supervising of the rural debt. There are two purposes it tries to
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attain: firstly, on the study of the rural debt theory, it tries to

construct a base of a theoretical system of rural debt on which the
rural over — debt problem in China can be expected to be solved.
Secondly, on the study of the rural debt’s practice in China, it
tries to probe into the law of rural debt’s change, create the ways
of raising rural debt for money and offers constructive ideas for e-
liminating and paying - off over — debt in rural China at present.

The whole paper consists 7 chapters with the 1st chapter as
the preface while Chapter 2 as the first part of the dissertation
proper. In this part, the concept of rural debt is firstly dis-
cussed. And then the main bodies of rural debt have been dis-
cussed at full length: the governments of the rural areas, organi-
zations of village level and rural enterprises. Thirdly, it discusses
such characteristics of rural debt as complicated, periodical, ex-
tensive and sensitive. Fourthly, focusing on its great importance
to the cievelopment of rural economy, an inspection of the history
of rural debt is provided.

The second part includes chapter 3, 4, 5 and 6. In chapter
3, focusing on the problems after the family construction, the
dissertation analyzes the causes, channels and patterns of the for-
mation of rural debt, and then puts forward the basic clue tore-
form the rural debt system in China. In chapter 4, on the view
of raising the capital allocation efficiency and the foundation or
condition of whether or not the country should raise debt, the pa-

per analyzes the risk, cost, benefit and credit of the influential



factors in raising rural debt. Then it presents the minimum cost

of rural debt, the cost of rural debt capital and the calculating
method of best capital configuration. And then by pointing out
the operation problems of restrain-ing system of rural debt, it puts
forward the basic clue to set up the restraining system of rural
debt in China in the end of the chapter. In chapter 5, based on
the decision — making of rural debt scale, the paper analyzes the
influential factors of rural debt scale and designs the index system
to measure the scale of rural debt. Then in accordance with the
current situation of rural economy in China, it raises the cordon
of measuring the index of rural debt scale. Finally, by appraising
the current situation of rural debt scale in China at present and
puts forward the basic opinion to control the rural debt scale in
China. In chapter 6, based on the rural debt situation nowa-
days, the paper puts forward the basic object of diminishing and
paying — off the over — debt in different phrases and the basic clue
to attain it.

The third part, which consists of only chapter 7, mainly
discusses how the government strengthens the management of ru-
ral debt and the supervision over rural debt. On the base of an
analysis of the present situation of the supervising system of rural
debt management in China, the paper here points out the prob-
lems existing in the system and constructs a fundamental frame-
work of a better supervising and managing system. |

Through the completely theoretical and practical studying on



the rural debt, the dissertation points out the current fundamen-
tal conditions of rural debt in China: moderate in the whole coun-
try and immoderate in some of the local areas. The factors affect-
ing the changing of rural debt are inspected also. The ultimate
reasons for excessive debt in some rural areas are the unsuitable
systems to socialism market economy. To accelerate the rural sys-
tem innovation and the rural economy development is the ultimate
ways of solving the over — spreading of excessive rural debt. After
systematically analyzing the formation mechanism, the stipula-
tion mechanism, the paying — off mechanism, the supervision
mechanism and the moderate scale of rural debt, the following
conclusions have been drawn:

The excessive rural debt has the phrasal and regional charac-
teristic. The rural debt is the necessary result of the unsuitable
system, informal market economy and the soften credit obligation
in the course of forming the socialism market economy system and
a necessary stage in such medium — developing rural area as Liaon-
ing, Shandong and, Anhui provinces etc. The low rural per
GDP, and the preferential policy to urban and industry are the
fundamental reasons leading to the shortage of construction fund
for public goods in rural districts. The unsuitable system, infor-
mal market economy and the softened stipulation mechanism are
the basic reasons for partly excessive rural debt and low utilization
rate of debt fund.

The author thinks that it is an arduous historical task and a



complex social systematical program to reduce the rural debt espe-

cially the excessive rural debt . So it must be fit to the innovation
of economic system, the political system, and the finance system
under the direction of some theories. In accordance with the
problems of using the debt fund in rural areas, the paper compre-
hensively constructs the theoretical system of rural debt, mainly
including the framework of rural debt borrowing mechanism, the
paying — off mechanism, the management and supervision mech-
anism, through studying its motivation, its forming ways, its
moderate scale, ways of paying — off and its current situation of
supervision.

On the basis of stﬁdying the responsibilities for some exces-
sive rural debt, the author puts forward ideas of accelerating the
reformation of economic system, finance system and political sys-
tem, hampering the excessive debt spreading, and cutting down
it. That is, the government pays off part of rural debt by ex-
empting a portion of financial loan and increasing the rural finance
diversion, and the finance departmént does the same work as the
government by canceling some debts in bankruptcy enterprises.
And by putting the task in budget and forming special funds for
paying the debts, the village can pay off part of the rural debts.

On the basis of studying the rural debt in China and using for
the reference of public debts, the index system and index value of
proper scale that suits to the situation of rural areas are designed.

As is pointed out in the end of the dissertation, the degree of debt
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/ dependence should be limited to 15 percent, the rate of paying off
the debt should be limited to 8 percent with 30 percent of the
onus rate is proper; the highest limit of paying off debts for every

farmer is 3 percent and the onus rate of each farmer is about 10

percent.
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