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Abstract 
In the process of the reform of the rural financial reform innovation in Hebei 
Province of China, the government should play a positive leading role. This 
article argues that the government should accelerate the completion of land 
ownership work, set the “two rights” value guiding price and perfect the value 
evaluation system, promote the compulsory “agricultural loan insurance”, and 
gradually built a sustainable and modern rural financial ecology. 
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1. The Present Situation of Rural Financial Development in  
the Hebei Province 

China has entered the decisive stage of building a well-off society in an all-round 
way, and the development of agriculture has entered a crucial period of trans-
formation and upgrading. In 2016, the Hebei Province issued “The 13th 
Five-Year Plan of the Development of Modern Agriculture in the Hebei Prov-
ince”. The Plan proposed that by 2020, the province will have made substantial 
progress in modern agricultural construction, realizing the overall goal of “three 
breakthroughs, two preconditions and one basic formation”. Rural financial ser-
vice is still a “weak point” to realizing the development of modern agriculture in 
the Hebei Province, loaning is difficult and expensive [1]. “Speeding up rural fi-
nancial innovation” is a new requirement for rural financial work in the Hebei 
Province. 

In recent years, the development of rural finance in Hebei is reflected in many 
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aspects. The strength and scale of financial support for agriculture, the breadth 
and depth of service have reached a new level, and the ability of sustainable de-
velopment of rural financial institutions has achieved a new breakthrough [2]. A 
variety of bold innovations and practices of new rural financial service model 
have provided strong support for the development of agricultural moderniza-
tion. Take the Hebei Rural Credit Cooperative (Commercial Bank) as example, 
the data show that as of the end of 2016, the province’s rural credit system depo-
sits were about 1,100,000,000,000 yuan, 698 billion 600 million yuan of loans, a 
net increase of 90 billion 227 million yuan than the beginning of the year, an in-
crease of 14.83%, the increased amount of loans has completed 100.25% of the 
target at the beginning of the year, the total assets reached about 1,323,500,000,000 
yuan, a net increase of 177 billion 509 million yuan compared to the beginning 
of the year. The balance of agricultural credit cooperatives in the province’s 
agricultural loan is 398 billion 651 million yuan, a net increase of 39 billion 668 
million yuan compared with that at the beginning of the year, the growth rate is 
11.05% [3]. 

The pilot project of mortgage loan of land contract management right has 
been carry out actively, and the risk compensation fund for rural property right 
mortgage loan is set up in the Department of Finance in the Hebei Province. 
Taking Hebei Qiu County as an example, as of the end of 2016, this business 
started in the two financial institutions of Handan Bank Qiu County Branch and 
Qiu County Rural Credit Union in Qiu County. The total amount of loans 
granted was 21.5 million yuan, including 4.5 million yuan for agricultural com-
panies, 16 million yuan for farmers’ specialized cooperatives and 1 million yuan 
for farmers [4]. 

The Finance Department of the Hebei Province has set up the risk compensa-
tion fund for the rural property right mortgage loan, taking the reward form of 
“post-subsidy”, rewarding the financial institution organization, the rural prop-
erty right transaction center, the issuance of rural property rights of mortgage 
loans and municipal- and county-level financial sector risk compensation ac-
cording to certain conditions [5]. 

2. Theoretical Research Background 
2.1. Research on Rural Economic and Financial Support Abroad 

Hellmann and Murdockie Stiglitz (1997) [6] and others put forward the “finan-
cial restraint theory”, which holds that for developing countries with lower fi-
nancial development level, financial deepening has great social welfare effect. 
Therefore, banks should be encouraged to actively open up new markets, espe-
cially the vast rural market. But because competitive habits and high transaction 
costs create inherent instability in the banking system, and the public nature of 
the information banks have about opening up new markets, not only the banks 
themselves have no incentive, And free competition doesn’t achieve the best re-
sults in society. They argue that the government should play an active role in 
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creating conditions for Banks by using their own strengths to promote financial 
deepening and economic growth. 

2.2. Research on Rural Economic and Financial Support in China 

The research on the current situation and problems of rural economic and fi-
nancial support: Fangyan (2010) [7] analyzes the existing problems of rural 
finance, and concludes that the rural financial system in our country has insuffi-
cient supply of rural financial main body, and the supply of rural financial in-
struments is single. Sun Yanying (2007) [8] found that the problems of financial 
support in the development of rural economy in China are insufficient financial 
resources and and increasing deviation of financial support. 

A study on the reasons for the insufficiency of rural economic and financial 
support: Lu Xueshan (2007) [9] thinks that there are four system defects in the 
financial supporting agriculture: the difficulty of the policy finance, the failure of 
the commercial financial market, and the slow development of cooperative 
finance. Pan Jiang (2003) [10] thinks that the main reasons for the lack of rural 
financial support are: the credit services of state-owned commercial banks basi-
cally withdraw from the rural market: the rapid development of postal savings 
from rural areas to withdraw a large number of funds; The role of policy finance 
in supporting agriculture is basically lost, and the reform and management of 
rural credit cooperatives are divorced from reality. 

Their papers are very helpful to today's research, but they do not mention the 
question of how to deal with the collateral. I will be further studied in this article. 

3. The Restricting Factors of Rural Financial Development in  
the Hebei Province at Present 

3.1. Lack of Effective Credit Collateral Is a Key Issue 

After “Guidance on Carrying out Pilot Operation Rights of Rural Contracted 
Land and Pilot Mortgage Loans for Farmers’ Housing Property Rights” was is-
sued by the State Council in 2015, on March 24th, 2016, the Central Bank and 
various ministries and commissions jointly issued Interim Measures for Pilot 
Mortgage Loans for Contracted Land in Rural Areas in 2003, with the authoriza-
tion of the standing committee of the National People’s Congress, the People’s 
Bank, together with the relevant ministries and commissions, confirmed 232 pi-
lot counties (cities, districts) for agricultural land mortgage loans and 59 rural 
housing mortgage pilot counties (cities, districts) [11]. The Hebei Province also 
actively launched the pilot work of the “two-right mortgage loan “model”. 

“Two-right mortgage loan” refers to the management right mortgage loan of 
rural contracted land and the mortgage loan of farmer's housing property right 
[12]. At present, the largest assets owned by farmers are the contractual land 
management right and homestead [13]. However, due to the particularity of the 
“land ownership of farmers” in China, the current laws have very strict restric-
tions on the circulation of collective land use rights. Financial institutions are 
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more likely to require borrowers to provide effective mortgages, but if borrowers 
breach the contract, how should they dispose of the collateral, and can they lose 
their homestead and contractual land management rights? This contradiction is 
the key problem that makes it difficult for farmers to obtain loans with “two 
rights” as effective collaterals. 

3.2. Inadequate Endogenous and Innovative Capacity of Rural  
Financial Institutions 

Compared with urban finance, rural finance is more complex with higher risks 
and lower returns, which is not in line with the nature of the financial industry 
to avoid risk and make profit, which is the main reason for the lack of endogen-
ous power of the financial industry. As a result of the systematic restriction, the 
rural financial market lacks the effective market-oriented competition mechan-
ism, and the innovation will of financial institutions at “monopoly” position is 
not strong. 

Although the new Internet financial institutions have more innovative abilities 
and “de-mortgage” characteristics than traditional financial institutions, at 
present, they mainly rely on the credit information system. At this stage, the 
imperfect credit information system in rural areas has become an obstacle for 
Internet finance to further serve rural areas [14]. At the same time, the influx of 
financial talents into diversified urban financial institutions results in a shortage 
of talents in the rural financial sector. For a long time, the lack of professional 
financial talents who not only master professional financial knowledge but also 
have a deep understanding of rural financial market has become another reason 
for the lack of innovative ability of rural financial institutions. 

3.3. The Weak Economic Basis of Rural Areas Seriously Restricts  
the Development of Rural Financial Industry 

In recent years, the Hebei Province has promulgated a series of important poli-
cies on supporting agriculture and benefiting agriculture, but the rural economic 
base is still relatively weak. Rural economy is the cornerstone of rural financial 
ecosystem and the survival of the economic conditions, the total amount of rural 
economy directly affects the scale of rural financial development. Only with the 
development of rural economy can rural funds increase in supply and demand, 
so as to improve the financial ecological environment [15]. The Hebei Province 
has entered the “new normal state” of economic development, the industry pres-
sure continues to increase under the economic development, “de-productivity” 
and “deleveraging” and other policies have a relatively great negative impact on 
the overall economy in the short term. The lack of implementation of the prefe-
rential agricultural policies and the lagging behind of the trend of the construc-
tion of the service system make it more difficult for the rural economy to grow. 

3.4. Lack of Social Services at the Grass-Roots Level 

Reviewing the reform process and achievements of rural finance in the Hebei 
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Province, whether it is the establishment of non-commercial agriculture-supporting 
banks, or the strategic transfer of state-owned commercial banks to rural areas, as 
well as the reform of rural credit cooperatives system [16], all are mainly imple-
mented under the leadership of the government. 

Grass-roots government is the first line of rural work. The working attitude 
and efficiency of grass-roots government directly affect the progress of projects 
in rural financial system. In some underdeveloped rural areas, the service con-
cept of grass-roots government is still relatively old, the government staffs attach 
too much importance to the political tasks and preferential policies issued by the 
higher authorities, but ignore specific financial problems. The consciousness of 
“ecological construction” of financial industry is weak, and it is impossible to 
organize and promote the construction of financial ecological work in local coun-
tryside. There is even the phenomenon of excessive intervention of grass-roots 
government in rural financial behavior [17]. 

In the early stage of rural financial reform, the leading role of the government 
is very beneficial to the innovation of system, saving the cost of organization and 
the cost of implementing the system, and the effective allocation of social re-
sources, but if the government cannot complete the role transfer and promote 
the formation of sustainable rural financial ecosystem, it will not be conducive to 
the healthy development of rural finance. 

4. Concrete Suggestions for Speeding up the Reform and  
Innovation of Rural Finance at Present 

4.1. Expediting the Promotion of Land Approval Registration 

According to the query platform of national administrative divisions, there were 
197 villages and towns and 50,201 villagers’ committees in Hebei Province as of 
September 2017 [18]. The task of land approval registration is huge and com-
plex, but the land right is the premise to solve the problem of the lack of rural 
credit collateral. 

Land approval is to determine the ownership of land, the right to contract, 
and the right to operate. Prior to that, it was extremely inconvenient for far-
mers to apply for loans because there was no identifiable collateral, only joint 
guarantees can be used, and the amount of the loans was relatively small. Af-
ter confirming the right of land, Land Use Certificates can become a kind of 
assets to mortgage, thus fundamentally solve the problem of farmers’ lack of 
collateral. 

The Hebei province should increase investment, and accelerate the comple-
tion of land ownership work. It should establish an authoritative and unified 
registration system of rural land rights, and public finance should give strong 
support; It is necessary to establish an effective coordination mechanism and a 
unified guiding principle for the whole country, so as to avoid multi-pronged 
policies; the data of cadastral management and registration departments should 
be integrated to ensure the sharing and consistency of the data. 
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4.2. Set the “Two Rights” Value Guiding Price and Perfect the  
Value Evaluation System 

Fair, impartial and objective evaluation of the value of rural land management 
rights and farmers’ housing property rights is the basis for rural financial insti-
tutions to decide whether or not to lend. At this stage, our province mainly eva-
luates the value of rural land circulation through third-party evaluation institu-
tions, that is, after the loan farmers put forward the evaluation application, the 
third party evaluation center evaluates the value of the land according to the 
present situation of the farmers’ land, and the financial institutions use it as a 
reference for the feasibility of the loan. Alternatively, financial institutions assess 
themselves and examine the feasibility of lending. The growth of crops is 
strongly seasonal, so the effectiveness of agricultural loans is very prominent, but 
in the past, these evaluation methods greatly affected the improving of the lend-
ing rate of rural finance. 

The author believes that the land value assessment can be completed with the 
guidance of the local government. On the basis of completing the work of ap-
proving of the right to land, the government can further organize research and 
set the guiding price of “two rights” in each township of the Hebei Province ac-
cording to the regional economic situation. This price is the benchmark price 
used by borrowers and credit institutions to assess the value of the “two rights”. 
Put land valuation ahead, in this way, farmers can understand their potential 
loan amount, and can also refer to their own loan amount to organize agricul-
tural production in a planned way. Farmers know whether they can borrow and 
how much they can borrow. 

This government-led land value evaluation system can effectively solve the 
problem of value evaluation, and thus greatly improve the speed of lending, and 
accelerate the activation of rural assets. 

4.3. To Implement Compulsory “Agricultural Loan Insurance” to  
Solve the Breaching Problem of “Two-Right Mortgage” 

The lack of collateral disposal system of “two rights” is a prominent problem of 
rural financial loan violation, and also a restrictive factor that hinders the devel-
opment of rural financial credit. To solve this problem, the government may es-
tablish a compulsory “agricultural loan insurance” system in conjunction with 
insurance companies. The compulsory “agricultural loan insurance” is a kind of 
compulsory liability insurance purchased by the borrowers in the process of 
“two rights” mortgage loan. The purpose is that if the borrower fails to repay the 
loan, the insurance company will be liable for the breach within the limit of lia-
bility. The implementation of this policy can effectively protect the legitimate 
rights and interests of borrowers based on the principle of not changing the na-
ture of the public ownership of land and not breaking the red line of cultivated 
land, and at the same time relieving the worries of rural credit institutions [19]. 
To guarantee the rapid return of rural credit funds is a dual benefit guarantee for 
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rural borrowers and rural credit institutions, which can effectively solve the 
problem of the lack of collateral disposal system in the “two-right mortgage 
loan”. 

4.4. The Government Has Gradually Completed the Role  
Transition from a Strongly Interventionist to a  
Weak-Intervention Service-Oriented Government 

The government should play an active leading role at present, dispose of the re-
lationship with the market well, understand the natural attributes of the partici-
pants in rural finance, and guide and stimulate the main bodies in rural finance 
to actively help with the development of rural finance. It should give full play to 
the role of government policy support and supervision, actively build a diversi-
fied rural financial system, set up cross-department work coordination mechan-
ism, and improve the rural financial supporting system. It should establish a 
policy support system to promote rural economic development and encourage 
rural financial innovation, gradually stimulate the endogenous mechanism of 
rural financial system, and complete the role transition from strong interven-
tion-oriented to weak-intervention service-oriented government. Finally, con-
struct a sustainable modern rural financial ecology. 

5. Conclusion 

Rural finance in Hebei Province of China is still at the stage of forcible reform 
dominated by government policy, which has been achieved remarkable 
achievements. But the evolution of this non-commercial and non-demand 
oriented mechanism inhibits the further development of rural finance to some 
extent in the later stage. Focusing on the rural financial development in the He-
bei Province, the government should play the positive leading role to accelerate 
the completion of land ownership work, set the “two rights” value guiding price 
and perfect the value evaluation system, promote the compulsory “agricultural 
loan insurance”, and provide a good financial environment. Then the transition 
of role from strong pre-oriented to weak pre-oriented will be completed gradu-
ally. Finally a sustainable and modern rural financial ecology can be built. 
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