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A Study on the Operating System of the
“The Pauper’s Bank”

Take Shandong Province for Instance

Abstract: This book firstly constructs a theoretical framework of Poverty
Alleviate Farmers’ Cooperative ( PAFC) on the basis of the academic litera-
tures. Learning from the success of foreign public welfare micro-finance organiza-
tions (PWMO), it then reviews the seven-year experiment experience and a-
chievements of PAFC in China. Choosing Shandong Province as the sample area,
several methodologies were conducted such as questionnaire investigation,
PROBIT measurement model and dynamic game analysis, in order to draw a
systematic picture of PAFC operating scheme which is composed of 5 parts: fi-
nancing, management, operating, earning scheme, risk supervision and poor
targeting scheme. The main conclusions are as follows:

(1) The PAFCs are a specific form of PWMO, which is aiming to allevi-
ate the rural financial development’s lag behind, lack of financial products,
and farmers’ lack of funds. It is different with the Rural Cooperative Fund Asso-
ciations in many ways, such as the attribute of the organization, the property
structure, resource of the funds, inner control capacity and allocation
scheme. The PAFC has much similarity compared with the rural mutual coopera-
tives, but they are much different in orientation and operating scheme. From the
view of social capital theory, it is found that social capital has a remarkable
effect of incentive and restraint mechanisms, which reveals not only in formal
institution but also in informal institution e. g. social norm, private regulation,
cultural practices, etc. From the angle of financial cooperation theory, we con-
sider PAFC belonging to the category of cooperation organizations.

(2) The success of micro-finance overseas light the way for PAFC in Chi-
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na. Considering China’s specific situations, the operating scheme of PAFC
should reflect an accurate market positioning, a flexible product design, mar-
. keted loan rates and reasonable ways of risk control, by which the PAFC could
realize its goals in both financial sustainability and effect coverage of the
poor. The dissertation reviews the 7-year practice of the PAFC in China, and
found that the PAFC is unique in the history of poor alleviating by finance power
for its rapid coverage and considerable speed of development. But after we analy-
ses the features, advantages and functions of PAFC, its historic development is
most understandable for it meets the high demand for financing service from rural
areas in China. The initial success of PAFC shows the enlightebns as follows: it
obeys the principle of democracy; it inclines to the poor; it stresses the design
of property right; it applies flexible and diverse means in operating; it relies on
the effective guidance and supervision of the government.

(3) Shandong province is representative within national scope and thus
suitable for the sample area. The main features of PAFC are: the overall devel-
opment is rapid but regional differences stands out; there are aids for the poor
but they are not effective; the finance power is in the leading position but it has
no connection with the distribution of the poor; the economy condition of the
villages varies greatly. Findings from the questionnaires are: both members and
management staff hold a positive attitude towards the effect of PAFC, they are
satisfied with the transparency of the finance, but as to the funds supplying,
decision making and loan rate parts, PAFC does not meet their demands.

(4) PAFC is still in the pilot phrase, its financing scheme reflects a fea-
ture of diversity. This dissertation found that financing subjects are clear, while
social donation funds accounted for a relatively low proportion. Although some
PAFCs starts innovating the finance mode, making efforts in setting linkage with
financial institutions, there are still impediments in the legal framework,
PAFCs are mainly rely on outer source of financing. In order to resolve the di-
lemma above, the government could firstly consider the mode of “Fands from
Banks, Fiscal and Private”, thus to explore the financing channels“and help
forming “ Great Poverty Alleviation” pattern; secondly, China Agricultural

Development Bank should be pointed as the aiding bank of PAFC, so as to pro-
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vide agricultural policy loans, liquidity as well as deposit and settlement sup-
port.

In views of the division of property rights, PAFC in Shandong province
mainly applies 3 ways: stock cooperative, common holding and combination
with the Professional Farmers’ Cooperatives ( PFC) . Behaviors of characteris-
tics are then be strengthened, which proves the constraint power of the social
capital in rural area. But there are also difficulties lies in property right transac-
tion, to some extent the funds right is being dually held by both farmers of the
community and the local government. Also, the complexity of the relation
between PAFC and the village committees is affecting the democratic manage-
ment. China is now edging away from a centrally planned socialist economy to a
“social market” one, thus it is advisable to keep the collective ownership of
PAFC, while strengthen the stock ownership inside the organization in order to
maximize the total welfare.

(5) Byanalyzing the current outer management framework of PAFC, it is
found that PAFC is facing several challenges, e. g. the division of responsibility
between the Civil Affairs Department and Poverty Alleviation Department, the
clarity of its legal identity, the generalization of PAFC’s grading system,
etc. While the inner management system has problems, e. g. internal regulation
is far from perfect, the quality of the management staff is less than satisfied and
e-informatization can hardly be promoted. The government can solve the above
problem by strengthening the external institution supply, innovating the finance
entrust model and upgrade the management power from both the inner and outer
side.

(6) As to the lending status of PAFC, it is found that the current quota
can hardly meet the demand of the farmers; there is no specific rule for loan
rates, preference measurements for the poor are absent in some PAFCs; loans
are prescribed so strictly that farmers have to take the pressure of consumption;
the cooperation between PAFC and PFC brings about more market risk. After a
systematic analysis of the returning scheme, it is found that the efficiency of
capital turnover is highly connected with the main way of returning in PAFC,

but the practical maneuverability is also need considering; the current returning
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rate is relatively high but there are potential risk of default; group lending is
widely accepted in global range, however its local adaptation in Chinese culture
is still to be verified; there is a margin for discussion whether bonus should be
kept or not. This dissertation holds that overemphasis on the role of shares and
dividends is not advisable, while the government should broaden the loan pur-
pose, explore “PAFC + PFC” mode, set stepped rate, switch the group lend-
ing scheme to a flexible guarantee scheme.

(7) PAFC is under speed development while its poverty alleviation effect
is relatively unpleasant. 533 questionnaires collected from poverty villages in
order to analysis the influencing factors on the poor’s borrowing willingness. It is
found factors that play the main role are gender, education background, sup-
porting proportion, household cash and savings, satisfaction on PAFC’s finan-
cial publication, etc. Suggestions are proposed on the basis of analyzing e. g. es-
tablish and improve focusing scheme on the poor; offer them industry guidance;
design supporting measurements on the poor with preference; promote poverty
alleviation micro insurance.

(8) Through the analyzing of the main risk and its courses, the outer and
inner risk management scheme, it is found that there is no effective “Con-
straint-incentive” mechanism working between the local government and PAFC
management staff. By using a two-stage dynamic games tool to analysis the gam-
ing activities of the two parties, we found that there is an inspiring trap which
conflicts to its subject goal. Optimizing solutions are: improve the inspiring
scheme of the local government, strengthen the outer auditing supervision, and
design the risk reserve system according to the PAR of the PAFC. As to the inner
risk management, it is advised to clarify the regulatory responsibilities of the
parts, build a coordinated control system.

(9) Two casesanalyses are applied in Chapter 9, which are Wangjiaquan
mode (one with success) and Qingyun mode (one who failed) . The former
one’s success thanks to its good relationship with the two PFCs in the .same vil-
lage, its great management staff, and its financing cooperation with The local
banks. While the latter one’s huge size brings difficulties to its social capital

effects, democratic management and as well as the risk control, its failure is
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understandable and predetermined.
-
Keywords: Poverty alleviate Farmers’ Cooperative ( PAFC) ; poverty al-

leviation; operation scheme; property right institutions



BB B oo soment svonns o m R oumas ATTS AN A RRONH SRR A EISORIRS (1)
86 FROTBIEE L B E Bl o swoven « voneen susnn swsvss sncens exesns davinss (1)
= FFGERIL s sumens anean duen o asrns AR BHAS SN A AR (1)
= BFIRE Y semmomsem smane cummns o vaus sansens ness SR A (4)
:"—’?J‘ @Wyhﬁ%ﬁ%&ﬂ%ﬁ .......................................... (5)
— ERTFREE TR v ssnnvsn susins s sovant sosane swusss soaussss (5)
= EIRFER R I B AR sensvecins ennns sonunns e s sivens SRS LanoRs (13)
BE=A IR I RIRAD »vovvens vovsins savvan snamss sosss osass s oaens (16)
TN FESTRIERIS TR L «oovwesnaresas ssavus s cosisss sainns sissnn wenns aviis (18)
FE HKAEHBESSERSITIHBERBES e (19)
A A LR LA < vvvvvrreeeeeeeee e (19)
e AHEBEABRE correreeeee e (19)
T B REABBEAT coeererrrerereee e (25)
B R EBRESFHET LRI BB EERE oo (30)
= BRI oo omsri vuessannsss reussss snmys vaess Ry TS Sy (30)
= BTG B ses ovsnvs sssuss sesnes yessern wanass segspsvassysnssess soss (31)
HEETRE  REAINIE vevens euswrs ssnnes rennee s ramses ensnee SRS NS COODR 003 (33)
F=ZE EAMAEBFESSERBHKIERREERBR e (34)
F—T EIMRREBRERSEEHBIEER IR oo (34)
— ESARAEZHELEERMEREXRETIHLE oo (34)
Z ENBKREBRLEOEHMXZRLREGE R oo (43)
BT KRR ARSI ERAHCSEEREIER e (47)

— HAEHRALRATE ML e (48)



2 TR E BT & SR E T BUR R s AL HI B oL

= HAEHEAAEHAEFER LB E T oeeeerrrrerrrrrereenn (62)
Bl SRR cuuces vums e weaiers o s o cocan Sen s e § o § vonss (64)
EME HRAEHASAEETIR—BUUREHG) oo (66)
A RN R A IR rceeereeererreerannennnns (66)
— BEREFATRERK, BEEMRETTHE o (66)
= tHERHKAEHAK, BREADEERERAELA oo (67)
= REAU “KRa#, MEF", HEABREZEEN
ZE L e (67)
W I MO B T I A R N 2 BE AR R e (69)
B OWARRERAAFERARERRGEIPE o (69)
K LREHR A AR AR BB e (70)
S PRI, R BEREARBE e (70)
— AR R IR AR AEE T S e (70)
el T - | [P ———— (71)
BN IWRE R LR &G SRR R R R - (72)
— Eﬁg;{i%ﬂﬁ, IR ] A 22 R e (72)
- ﬁﬁﬂ%a%’ BJEIZNE] TR v (74)
= RPAEXSERTHE, BEREPEESG KPR oo (74)
jusj Mﬁk&ffﬁﬁﬁi@, HEE BHAL oo (75)
g Mﬁk“ﬁ‘é%&ﬁ—%ﬁ\ﬁlkﬂh\ﬁKEYﬁﬂ ........................... (77)
A RANWEFAFEREE, SEHHABRARE - (78)
LR A (=8 DN PO LSRR LA A (A DE 227N
11 - (R ORRTRPRRRSRp e —— (79)
R R L R — (79)
= BEARBBEERIYE et s s e (81)
SRS FBRYIVEE cunwronovevaunons vasars ssrans ennees ¢ GuEe s SHEen s ves v UEERS (83)

$EE UREHKREDASSIELERNE R RHENHTS
BT, 5 s namions s xamasn o s o s B KB SR KSR REHS 8 SHHAS (84)

R IIE e S i oW (SR |17 e (84)

BN URE IR A AP ST rovvveeeeeen (90)



— FEAHETED e (90)
= F‘:&Xﬂiﬁiﬁ ......................................................... (91)
ZE B R R B oerrroreramenssrssrsessyvasgsve sveres vre (93)
V9 FEAUH| E AR AE B B L ceveneeneem e (94)
BT IWRE R B & AR SE T B AU B A
e PSP — (95)
— BRALBI B AR o reeeeermemreorassessnmenasinsnne s srssorsnssasses (95)
=2 B I el e snioueenspes s shmsan e (99)
= 1111 ] O (100)
EAE UFSHREDASAEHTENSNMTESHREL (101)
AT APERE AL AFAT oo (101)
B T L 2o R DRy L SR — (101)
= SEBB{ AR  seovmmmmrneranns sosmssenansss svesres annsr yemsEY HaLYAY (102)
AT B FEALE] e (106)
B L L Eoy Bk s A e ——— (106)
T WIS IEMLE AR e (106)
= O RIETENE TR e (110)
B2 WRAKRR LIRS SIS ORA e (113)
= ER AR B BEAE  csonvussnes sovvusnmmens wmesa nusmvan s s (113)
= RIS EBR  vuersvernrs cossave nanses snwasn ssassravasaranness (114)
= HABHASEK, BLEBEERTE oo (115)
W AN, BRI ceeeveeeeereeeens R (116)
O BRI EE T A A cooeeeeeereererneennnnnnnns (116)
%[Zg?ﬁ zirg;ﬁ,]\gclg ......................................................... (117)
— HYEBHBEENEETEEE oorrrrrmommererrnennneenennn. (117)
S WERAEHEEAENREEFRG R e (117)
= BEHABETHENE EELAERIPAER e (117)
£+E UEAHREDALSSHEHEENHNIMTSHRE (119)
BT AEECIRILATHT v (119)

— BEHBHEAHBREEE AL . (119)



4 PR H BB & A ARAEET BUR BB AT LR TS

T BB B BEER et (121)
Z MR AR AR eveereenene covens remnesnessnsssssansessasanossbonsinis (125)
B AT BECIRILIHT v (130)
o FEEEIT RIRET  ceverreommase vemesnemunns unnnsssiobiobobins it iestosan (130)
T AHRTAEBEFEEEEE e (133)
B NEBARARIIAIET  oooeovreeeeermmeersesininiesnniiiesina (135)
- /J\?ﬂ%ﬁfi)‘(ﬁ‘}ﬁﬁ ............................................. (135)
= /J\gﬂﬂ*{%%xjfggg/}[ﬁgg&ﬁ .................................... (136)
= ,J\gﬂg*ﬁ(gl\”/g)ﬂ ................................................... (138)
W NEABARS| EEATH AR FL ooevevrverereeeemmmnnmneneeees (139)
HOAY  UREE AT ECIRBEAIHT  oeveeerrereee (140)
— R EE IR LR U] veeeeee e (140)
= KPR E R AR B e (140)
S OABAMIRIAMT  ooeravseessossasssssssssassasossosssssnaanmnsnes (142)
BEY  WRE R EIGSA (EALE B AL e (145)
o BB AR ooeeseves savmesssnnesssoneves s G s S (145)
= B SREPRSERREVAERBAEERR o (145)
= REEEAE . TEALE] e (148)
HAAT ZRBEME  oeermeresorerrentisi st st st e s (149)

FNE LFEEEKAEHRSSEHARBENFHNSTES

FRAL  eeevmrr e (151)
B RN RERE G coreveeerrerreeren, (151)
wx BRFEBPEE  orrfvamrensmrovns erssrenneres sorssssenseoss (151)
BRI REIRF] e (152)
WA REPRIBBUET oo (153)
= RS EEHT oo (154)
= BB sevesvssnsesss mmsspouseses syexssyosses suswes somsge osers ave (154)
= B ET  ceeeerrrreseseessersesiniseniiniisiiisssseiansaane. e (154)
BN HEPEREEEHE TSI e £. (154)
— BFGEABARL  errerreeeeeererestiniesteti et (155)

= SR EESREEN  rumvamsrrrmrpedasersrons (158)



= ?Eﬁ%*ﬁﬁ#‘%ﬁ%ﬁ ....................................... (159)
T BAEFELE QLR (164)
BEY  WWREKRA LR SRR BENLE SR - (168)
— PHAERANPRE P OBEIRINE s (168)
= BIFIREPLEAHNELE BFIEEE e (169)
S B R E AR T AT ceeeeeeeenneeneenenenainn (169)
WO 3 R NFUR oo (170)
-y Rl g o PN — (171)
ENE LWKEHKREBHASSEHRBEENFSH e (172)
B WRE KA BT A ) 2K R A R
s LT L T T P S R (172)
— AERE B E XU IR ceereeererereennneennnnaenianeeniaan (173)
T KRB B E LK TR ceeeeeeerennrerrneeeeanneeetnienenniananns (174)
A KBS IE XFNEAR  corvvrerrrerrrrmnreerrnnnenneeean. (178)
— BB AP BT S ceeeerereeerrtiniintiii e (178)
T RS A B B AR ceeeeeereereeeee (178)
AT RS AR R AT oo (178)
— BHRB AR R DA oo rnemn cvsrnesnonevenuresenrennanes (179)
T OREE W AR R PAT e (182)
SO SNERRUR M BT R T BRI — 2RI Y
FATE e (186)
— HEEEEBART e (186)
T FERAE AL e (187)
= )%*Ad%%ﬁi]%ﬂﬁ&jkﬁ ................................. (187)
W RTEFEERENTE X EEEERE oo (188)
I ORTRFERKAIH R AR “BRAZXE" HATH
BEE BEIEFE  «nescomnns croras cnmnns comueos nunes cosans suasns sovans non (190)
BET KU HLEIHIITAL  -oreverreerrrrrrererrenneneneeininen, (193)
— ABRBIEAA R ooreeerrernneriiiinie e (194)
ORI RR WA B IRAL  cooeeereennereeeeenn e (195)

A ABE/NEE  coeeevvereeeeirneie e (196)



6 KRB YR &S EHLET IR s LBt

%‘+$ /I\iﬂgi .....................................................
%_‘!ﬁj &%%Wﬂ— “I%{%ﬁﬁ" ﬁﬁ .................
— ERRBREHRASERRRER o

Lo & ol 0% R RRRR———
SR IS e
%:TJ %M%gu_—_ “%iﬁﬁ" 5}1:)’1‘— ....................
. <, T T v R SSS———————
BB B wseanmanadenann s

EH oo
HiF
&

%.{._E ﬂ?ﬁé’ﬁfﬁ&ﬂ?ﬁﬁg ...................................
%_‘—‘ﬁ E}%%VE\‘ ..................................................
B3 BRGEIBEE  -eeeesienssoesnins ivins sinass sasasd sinass ssvons is

M1l KABBRESEHARAFEEE oo

B2 BREBASSVEAERIEZEREE - verreeeereeens

Mt 3 ﬁmp%%ﬁ@ﬁﬁl‘ﬂ# ...................................

BHEA (EEREREERITIRE - ooeeerrrerreeemrereeeennnees

“%fﬁﬁ"%&%ﬁwu ................................

...........................................................

....... (197)



F—T MRHNEXSEH

— HREX

BEEFF AR, TEE R TRETN K, MR tRE , &
T B Bk PO AR AR TR 185, WA SRR E . #1978 4Ry
2.5 {ZNFEZE 2000 4E4EJREHG 9422 T N, 4k 1196 JCHIZE R Lk brd i 5,
2010 AE4EEA A K 2688 A, FEAEAES KR K, HERE
FAARG LM R SLHE, AT P ER AU & O 2 MU IR B 5
OB B SE AL R R . IR R . kAR A IR, R R
1. BN REIERHH B, 2011 4F 11 H 29 H, i 9e e 756 2% I 4
HEHE RS 2300 T, ARBREARAE, 4 AR A CB0R By 2010 4E (9 2688
T AYKE 2013 AEAERY 9899 A, Ak P EE A I A HL A 10. 2%
X— TR R T B AR T BUR X A5 S, kg
[ 52 4% R =l FF 2 T e — 2R 903 B '

SRTTT, TR AOBK 7T Y8 &1 FRPL I LUK BRI AE RIS . 11 SEMiEk 5 T
RIREE LK, TRE BRI 4 — R A A L R atALE, B H
f) S e 3% 5 45 AR S R B R BURF B R BRI T b, Rk 2L —
5 T 45 O R B R 0 PR AR P () LS TR B R B A ks B— i,
1 A L S B I Bk 92 W 4 o P (0 A A0 o ESEBR I B XY o
R IR 1) 3 5 O 8 Bk 20 B L Bt A FE M LA A IR . 3%
RELB ARG, TiIEBUR /NS PO 4 75 AT Fr e vk 2 93 R B 25 W U7

O RES: (AWBIRHHFKITR), CPERWE) 1997 F57 8, %713 5.



