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ABSTRACT > >

In the middle age of 1990s. “the three rural problems” which
mainly means”“slow pace of rural economic development, poor condition
of farmers’ income, heavy burden of farmers” emerged in China and
became the obstacle of China’s economic growth. Finance is the core

" part of modern economy, The Tenth Five-Years Compendium definitely
p(n‘;'lls it out that we must deepen the ruial finance reform continuously
and seek for the rural financial system which can meet the requirements
of rural economic development pretty well. Deposit financial
intermediaries slands important place in the system of rural finaneial
intermediaries. However, there 1s lack of long-term and continuous
development programming of rural financial system in our country,
and the rural economic environment is in a very special condition.
Above two aspects lead to the serious growth lag of rural financial
market and organization, unbalance of financial gross amount and
inefficiency of credit institution, therefore, rural finance does not place
significamt roles to promote rural economy development. So, it is very
important and urgent to establish and consummate the rural deposit
financial intermediaries institution. This paper will focus my research
on the rural financial inlermediaries organization institution, financial
market structure and efficiency, rural credit institution, property rights
institution and principal -agent relation of financial intermedianes
organization, researching Chinese rural deposit financial intermediaries
institution step by step. The paper can be divided six chapters.

Chapter One is exordiums. Firstly, clarifying both the theoretic
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and realistic significance of this study. Secondly, explaining financial
intermediaries (FIM), deposit FIM (DFIM) and institution of DFIM.
Thirdly, Choosing Germany, USA, Japan and Taiwan Area as
representative samples, and doing comparative research of rural
finance problems during the process of their agricultural development,
summarizing rules and lessons of rural financial development. It will
provide us for great reference to perfect Chinese rural DFIM institution
and increase the rural credit supply. Eventually, putting forward the
main research methods, main innovations and contribution, and
framework of this paper.

Chapter Two is theory foundation of the paper. Theory foundation
consists of property rights theory, principal -agent theory and market
structure theory of industrial organization econemies. Moreover,
summing up domestic and overseas research condition and trends of
above three domains.

Chapter Three is rural deposit financial intermediaries institution.
Firstly, through reviewing of the path of Chinese rural DFIM
institutional change, discovering that the reform cost of our rural finan—
cial institution is very expensive, development programming is not
long-term and continuous and rural financial policies reveal obvious
short-term trend, therefore every organization of rural DFIM lack of
definitely developing goal. Secondly, researching financial market
gross characteristics in the process of DFIM institutional change,

which involve rural financial aggregate condition and the changing
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situation of market share which every rural financial organization takes
place. Thirdly, analyzing correlative relation of rural aggregate credit
and rural economic development. Rural finance has both negative and
positive impacts on rural economy. Positive impacts consist of the
rural aggregate product growth with the promotion of rural finance and
wransform of rural deposit 10 farm’'s investment via rural financial
organization by empirical research approach. Moreover, rural financial
organizations have great contributions to the rural economic structure
adjustment and anti-poverty action. Negative impacts include abnormal
condition of rural financial institution development with low benefit,
severe lapse of rural area financial assets growth, and outflow of rural
financial funds. Fourthly, according to industrial organization theory,
analyze the characteristics of rural credit market structure using
Concentration Ratio Index (CRn) and Herfindahl Index (HHI), which
come from approaches to distinguish market structure, and study
credit market efficiency. Lastly, in the condition of Rural Corporative
Credit oligarchic monopoly, building rural financial market equilibrium
models, one of that is how to determine equilibrium number of rural
financial institutions and another one is financial market equilibrium
model on condition of financial.

Chapter four is rural credit institution of China. Credit institution
consisis of behavior characteristics of borrower and creditor, credit
products supply and credit amount supply and demand features. Finally,

reviewing of the behavior characteristies of main rural economic bodies
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by divided them of farmers, rural enterprises and rural cooperatives.
Secondly, seeking for the way of expanding rural eredit supply based
on the analysis of rural credit product supply and demand limitation,
disharmony of supply and demand and the deep -seated reasons.
Thirdly, designing rural eredil contract mechanism. Owing to the
asymmetric information, moral hazard, adverse selection of rural
borrowers and price as exterior variable, rural DFIM can design credit
probability and guarantee goods independently, reaching the equilibrium
condition and results which help rural DFIM to distinguish risk type of
borrower, bring forward loan requirement and put down credit risk.

Chapter Five is property rights and principal -agent relation of
rural DFIM. Firstly, analyzing property rights characteristics and
disfigurement of rural state-owned banks and rural credit cooperatives
with property rights theory. meanwhile, reviewing of recent situation of
property rights of overseas banking sector and revelation to China’s.
Secondly, researching rural financial organization, searching
disfigurement with principal -agent theory and using game theory to
research the inspiration and risk apportionment mechanisms of rural
financial organizations through arranging share of claim to residue
between principal and agent.

Chapter Six is putting forward the policy suggestion based on
above analysis of rural DFIM institution and bringing forward further
research aspects clearly. Firstly, consummating functions of existing

rural financial organization, fostering diversified market participants.
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Secondly, strengthening supervision to agents in order to avoid
insider's control depending on multi -functional property rights
establishment. Then intensifying internal incentive and constraint
mechanism of rural financial institution by using incentive mechanism
of claim to partly assets ownership and Economic Value Added (EVA).
Thirdly, implementing variant credit injection policies 1o different
economic regions by rural financial institutions, improving level of
rural credit aggregate supply. Fourthly, building rural financial
institutions supporting policies including preferential tax policies and
financial allowance policies, financial and credit supporting policies.
Reducing risks of rural financial business, enhancing attraction of
rural financial market to various rural financial institutious by improving
profitability of rural financial business.

Finally, summing up the main ideas of this paper and pointing

out further research aspects.

Key words: Rural Area Deposit Financial Intermediaries
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