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Abstract

With the development of rural banks in China for more than a decade, some
progress has been made in supporting micro-credit and serving agriculture,
rural areas and farmers. However, with the promotion of the breadth and
depth of practice, there are still many problems to be solved. In this paper,
based on the summary of existing research results and in the context of inclu-
sive finance, Fudeng rural bank is taken as a typical case to analyze, so as to
provide new ideas for the sustainable development of rural banks in China. In
conclusion, suggestions are proposed from the policy support, financial, reg-
ulatory mode of science and technology, enterprise culture and the develop-
ing direction of five aspects.
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1. Introduction

With the deepening reform of the financial system and the continuous im-
provement of the financial service system, in order to build a rural inclusive
financial system and strengthen the institutional supply of rural revitalization,
village banks, as a new form of rural finance, have a good development pros-
pect. Its establishment can not only break the current financial monopoly in
rural areas, but also further alleviate the demand for small loans from farmers
and accelerate the capital flow in rural areas. At the same time, we will sup-

port vulnerable industries in rural areas and narrow the gap between urban
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and rural areas. Therefore, how to build more scientific and reasonable finan-
cial services of village town banks under the call of national policies, so as to
complement the shortcomings of rural finance, help poor areas out of pover-
ty, and achieve inclusive finance and other practical problems are of profound
significance.

Rural banks have been widely discussed in academic circles since their estab-
lishment. Domestic scholars have also conducted in-depth research on the de-
velopment of rural banks from different levels and stages.

Initial development phase (2006 to the end of 2009). Cui (2008) pointed
out that the operation cost of rural Banks was too high, profit space was under
pressure, and there were problems in sustainable development [1]. Yang (2008)
believed that rural banks have obvious institutional advantages, financial service
advantages and corporate culture advantages, but lack the awareness of active
risk management [2]. Sun and Li (2009) compared the operation conditions of
the three rural banks and found that the capital outflow of rural banks was se-
rious, and the proportion of loans related to agriculture was very small [3]. Wu
et al. (2009) investigated the efficiency level of rural banks through DEA model,
suggesting that rural banks in their initial stage should enhance capital strength
and business income to enhance competitiveness [4].

Catalytic development phase (2010 to the end of 2015). Zhao and Wang
(2010) conducted an empirical study on the initiator, site selection and regis-
tered capital of rural banks, and proposed that the development of rural banks is
contrary to the original intention of policies and requires active guidance from
the government and regulatory authorities [5]. Xie and Wan (2010) pointed out
that the single holding mode of rural banks is not conducive to the participation
of private capital in the reform of the financial system [6]. Ren (2011) believed
that rural banks, as a new type of rural financial institution, should be comple-
mentary rather than competitors in the financial market. Meanwhile, reserve
should not be taken as a performance indicator [7]. Meng et al (2012) found
that the popularization of rural bank network is conducive to reducing financial
exclusion and building the development of diversified micro-finance [8]. Zhang
et al. (2013) analyzed the moral risks of rural banks, and suggested strengthening
prudential supervision and improving the market withdrawal mechanism of ru-
ral banks to reduce the possible moral risks [9]. Li (2014) pointed out that rural
banks need to change the supervision concept, strengthen the grass-roots super-
vision force, and set up special funds for support [10]. Qiu and Sun (2014) sug-
gested that rural banks need to optimize the equity structure and follow the
road of privatization [11]. Ge et al (2015) found through field research and
empirical research that the rural banks’ rural support and profitability were in
conflict, and the local economic development level was inversely related to the
profitability of rural banks [12]. Wang (2015) encouraged rural banks and lo-
cal governments to strengthen the linkage and cooperative relationship, and at-

tempted the cross-regional flow of capital [13].
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Research on the stage of steady development and adjustment (2016-Now).
Zhou (2016) found that the level of market competition can improve the social
performance of rural Banks and reduce the financial performance of rural banks
[14]. Li et al (2016) suggested that rural banks should establish high-quality
board structure and ensure their independence. At the same time, improve the
information disclosure system and promote the efficient operation of institu-
tions [15]. Dai (2016) found through research that regular staff training can im-
prove the marketing ability and risk prevention and control ability of the net-
work [16]. Li et al (2017) analyzed the holding mode of initiative-banks of rural
banks and found that most rural banks choose absolute holding mode, but the
development speed is lower than that of relative holding mode [17]. Mao and
Luo (2018) found that the establishment of rural banks drives agricultural pro-
duction efficiency, and it is necessary to further deepen the equity reform of ru-
ral banks in the future to give more development space [18].

To sum up, although the above research results have strong references, most
of these studies remain at the theoretical level and lack of integration with prac-
tice. Therefore, this paper takes Fudeng rural bank as a specific example, tries to
analyze its development status and existing problems through field research, and
provides some ideas for rural banks to further implement the inclusive finance

strategy.

2.1deological Association between Inclusive Finance
and Rural Banks

2.1. Inclusive Finance: An Important Stage of China’s
Rural Financial Reform

“Inclusive Financial” is relative to the proposed a concept of “Exclusion Finan-
cial”, the goal is to at affordable cost for all social strata and groups to provide
effective financial services, focusing on the service object is small micro enter-
prises, farmers and urban low-income groups, make live in poverty or the edge
of the group, a series of financial tools and services. Germana and Luisa pointed
out that inclusive finance can not only reduce social and economic inequality,
but also bring higher economic growth and prosperity. Bateman (2010) argued
that although individuals and small businesses have higher credit risks, the im-
plementation of inclusive finance enables disadvantaged groups to still have
access to capital sources, so as to carry out income-generating activities and es-
cape from poverty [19]. At present, there is a large gap between urban and rural
areas in China, and there is still an obvious financial gap in rural areas. Some
rural households are still unable to enjoy convenient financial services. There-
fore, the implementation of inclusive finance can not only broaden the scope
and depth of rural financial services, but also enhance the sustainability of finan-
cial institutions. It can also reduce the rural poor population, improve the eco-
nomic and social status of farmers (Liu, 2014), and build a more reasonable rural

financial ecological environment [20].
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2.2. Rural Banks: An Important Carry to Promote
Inclusive Finance

At the beginning of establishment of Chinese rural banks, they are designed to
alleviate the demand for small loans from farmers, improve the financial supply
in rural areas and support the weak industries in rural areas, which is consistent
with the concept of inclusive finance. Therefore, village banks can be used as an
important carrier to implement the inclusive finance policy. Compared with
other countryside financial institutions, rural banks have unique advantages.
First of all, compared with general commercial banks, rural banks have the color
of “supporting agriculture” rather than pure commercial financial institutions.
Secondly, compared with rural credit cooperatives, rural banks have more flex-
ibility in operation, and the institutions themselves have the right to adjust the
deposit and loan interest rates appropriately, with higher office efficiency. Moreo-
ver, compared with the cooperative financial organizations of private mutual as-
sistance, rural banks are less involved by the government and have a clear man-
agement system and ownership structure. Finally, the intervention of rural banks
can break the non-standard situation of private lending and reduce the negative
impact of informal finance. Therefore, village banks are the backbone of Chinese

rural areas to achieve inclusive finance.

3. Present Situation and Predicament of Inclusive Finance of
Rural Banks: Based on the Investigation of Fudeng Rural
Bank

Fudeng rural bank is set up by Bank of China and Fudeng finance company. In
order to tap the potential of rural financial market and assist the Bank of Chi-
na to promote the service model of small and micro enterprises, Fudeng rural
bank established its first branch in 2011, which is in Qichun, Hubei province, a
state-level poverty-stricken county, and then other village banks were set up in a
nationwide, intensive and quantitative way. For a long time, Fudeng rural bank
has carried on the unceasing exploration, experienced from scratch the entire
process reform, upholding the idea of “Base on the county, support for agricul-
ture and small enterprises”. It actively implement the national policy of financial
inclusion and service national strategy called “country revitalization”, while pro-
viding reasonable channels for financing small and micro businesses and agri-
culture, rural areas and farmers. Up to now, Fudeng rural bank has set up 127
rural banking legal entities in counties through self-establishment, merger and
acquisition, developed more than 50 agriculture-related products and served
more than 1 million customers, becoming the largest rural banking group in
China. At the same time, the average loan amount of each branch is 210,000
RMB, the capital is about 40 million RMB, the asset-liability ratio reaches 2.7%,
and the overall operating condition is good. Therefore, from the aspects of oper-
ating years, scale and performance, Fudeng rural bank is a typical case, which is

of great reference value for studying the development of inclusive finance of ru-
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ral banks in China.

3.1. Successful Experience of Developing Inclusive Finance
of Fudeng Rural Bank

Fudeng rural bank has made a series of improvements and innovations in building
inclusive financial ecosystem, improving rural financial service system and im-

proving financial service quality.

3.1.1. Adopting the Corporate Governance Structure of “Joint Guidance”
There have been many drawbacks in the traditional corporate governance struc-
ture of rural banks. On the one hand, the operation of rural Banks is limited by
the main sponsor banks, which leads to the lack of independence and flexibility.
Taking Taishang village bank as an example, rural commercial bank of Taicang,
Jiangsu province has 26 million shares, accounting for 52%. On the other hand,
the organizational framework inside the bank tends to be flat and lacks the op-
eration mechanism of mutual checks and balances and mutual independence,
leading to imperfect bank information disclosure.

In order to give village town banks more autonomy, Bank of China has set up
a special preparatory group responsible for the daily management, monitoring
and back-office services of rural banks. At the same time, Bank of China and
Fudeng finance company jointly send senior managers to form a joint steering
committee to discuss and make decisions on the strategic issues of village town
banks. The corporate governance structure under the guidance of the general
and branch companies can not only ensure the independence and efficiency of
the daily operation of village town banks, but also make their services closer to
local residents. In addition, it can make the shareholders of both sides of the
headquarters maintain control over the project at all times, reduce decision-making
errors, make the information of the three parties fully disclosed, and ensure the

steady operation of rural banks.

3.1.2. Setting Up “1 + 2” Inclusive Financial Department

In order to guide the banking industry to build a linear and vertical inclusive
finance development model, the CBRC issued the notice on the implementation
plan of large and medium-sized commercial banks to set up inclusive finance di-
vision in May 2017, encouraging commercial banks to do a good job in small
customers and small loans. The following year in March, the state council again
proposed in the government work report that commercial banks should build
commercial and sustainable inclusive financial business units and deepen the
reform of development financial institutions. The structure of inclusive financial
department of Bank of China adopts the “1 + 2” governance structure, which is
different from other large commercial banks. The “1 + 2” governance structure
means setting up Bank of China as the only leader, combining Fudeng rural
bank and BOC consumer finance company as two rural financial service institu-

tions. It adopt collectivization thinking, take Bank of China as the main legal
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entity and lead the Fudeng rural bank and BOC consumer finance company,
“sink” financial service to lower levels of financial market in the countryside,
going deep into the farmers and small micro enterprises, forming a coverage,
complete service system of rural inclusive finance. In terms of business depart-
ment, market positioning and management mode, the headquarters of Bank of
China, BOC Consumer Finance Corporation and Fudeng rural bank are isolated
from each other. The rural bank operates as a company and is an independent
subsidiary company in nature. Through the “1 + 2” inclusive financial architecture
model, rural banks can not only obtain a certain degree of independence, but also
can enjoy unified back-office services relying on the resources of the headquarters
and group, achieve economic advantages of scale, reduce operating costs and pro-

vide specialized and high-quality services for farmers and micro enterprises.

3.1.3. Implementing Customized Inclusive Financial Products

In order to meet the financial needs of different levels in the countyside, Fudeng
rural bank tailors different financial products for different groups to further
segment the product market. It has not only launched targeted loan products for
enterprises, students, agriculture, rural areas and farmers, but also innovated the
mortgage guarantee model, allowing farmers to take factories, poultry houses
and vegetable greenhouses as “quasi-collateral”. The idea of “no mortgage” is

put forward for rural pension finance, which can benefit all the people (Table 1).

3.1.4. Building an “Information-Based” Rural Financial Service System

From the beginning of its establishment, Fudeng rural bank has paid attention to
electronic technology. With the support of the parent company, it has built an
independent IT system platform with the core banking system, credit manage-
ment and customer relationship management as the core, and connected the
payment and clearing system with the central bank as the center. In order to
adapt to the development of Internet finance, the coverage of ATM, online
banking, mobile banking and other electronic payment and settlement methods
has been basically realized in the nationwide network. In order to further pro-
mote rural informatization services, Fudeng rural bank has sent employees to
customers’ homes in some areas to open credit cards, they also set up service
sites to help farmers and develop the faster mobile banking business, let farmers
who are at home can enjoy the basic financial services, even in the network of
the less developed areas, residents can also be done with the help of bank work-
ers bank related business and really fit the guiding idea of making all the people

enjoy the financial convenience.

3.1.5. Using Professional Micro-Credit Technology

Considering the specific weakness of “high cost and low profit” of rural finance,
Fudeng rural bank pays close attention to risk control, and the primary key fac-
tor affecting the risk is the quality of loans. Therefore, in order to promote the

commercial sustainability of rural banks, they adopted the professional micro-
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Table 1. Financial product segmentation.

Customer group Financial products

Advantage

Easy loan;
Worry-free loan;
Growth loan;
Inventory loan (rice)

Small and medium-sized enterprises

Enjoy more loan;
On demand loan;
Flourishing shop loan;

Micro enterprises (wholesale and
retail operators; small manufacturers;

farmers in circulation) . .
Fixed deposit loan

Innovation of “quasi-mortgage” guarantee mode, plant,
machinery can also apply for loans;

Give clients appropriate credit exposure based on credit
rating

Providing small loans to customers;
Help customers improve financial management ability;
Exclusive customer manager to customer service

Nestle loan;

Prosperity of the family loan;
The working class Salary loan;

Credit loan;

Education savings loan

Agricultural prosperity for poultry, pork, rice,

reenhouse vegetables, aquatic products,
Agriculture, rural areas and farmers & L 8 4 P
planting industry and so on

At the same time to meet the needs of self-management,
education, housing, home decoration, study abroad,
tourism, wedding and other multi-level demand

The whole paperless operation, the headquarters can
monitor the loan process in real time;

Calculate the loan amount through the cultivation scale;
To create a “loan to the countryside” quality service

Happy life loan (mortgage loan);
Easy credit loan (unsecured loans);
The elderl

¢ eldery Provide services such as zero deposit and

lump-sum withdrawal and interest withdrawal

For people over 50 years old; Provide customers with
savings and financial planning;

The elderly are free of poundage; People over 50 with
good credit can take out an unsecured loan

Source from: The official website of Bank of China.

credit technology of Fudeng finance company to control the quality of assets and
ensure the continuous operation.

As one of the initiators of Fudeng rural bank, Fudeng finance company is a
well-known small-sum loan company in China. The company is committed to
transplanting excellent small-sum loan practice experience from abroad to Chi-
na. In order to ensure the loan quality of village town banks, Fudeng finance
company not only sends enterprise experts to participate in the daily manage-
ment of banks for a long time, but also shares mature micro-credit technology
and rich product line with bank employees from time to time, and improves the
loan technology according to the differentiation of different regions, so as to
promote the vigorous growth of grassroots finance. In terms of the credit process,
we conduct preliminary selection and measurement of customers and the mar-
ket before the loan. In terms of scenario planning, product design, parallel mon-
itoring and portfolio management, real-time monitoring and strict control are
achieved. The whole process also supports paperless operations to minimize the

bank’s daily costs.

3.2. Difficulties Existing in the Practice of Inclusive Finance

of Fudeng Rural Bank
3.2.1. Unreasonable Competition Structure of Rural Financial Market
According to the survey, one of the external reasons for the insufficient competi-

tiveness of rural banks is the imperfect structure of rural financial market. At
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present, HHI index is widely used by economists and government departments
to measure industrial concentration. HHI reflects the division of market forces
and the degree of monopoly. Generally speaking, if HHI = 0, it is in a perfectly
competitive market. If HHI = 1, it is in a completely monopolized market.
Financial services in Chinese rural areas is mainly composed of rural credit
cooperatives, the four major state-owned banks, postal saving banks and a small
number of new financial institutions. Rural bank, as one of the new rural finan-
cial institution in the county, are in a weak position in terms of business level,
radiation range and number of institutions. In addition, the unreasonable com-
petitive structure of rural financial institutions in China further increases the
difficulty of rural banks’ development. Zhou and Liu (2014) made an empirical
analysis of the loan market in various counties and concluded that the average
HHI of rural financial market in Jiangsu province was over 0.18, which was still
an oligopolistic market [21]. In addition, due to differences in economic devel-
opment and financial market maturity, the coverage of financial services in
northern Jiangsu province is insufficient, and the competition needs to be im-
proved. Zhao (2016) pointed out that with the deepening of rural financial reform,
market concentration showed a downward trend and market competition in-
creased sharply. However, according to the classification of HHI value published
by Japan fair trading commission, China’s rural financial market is currently a
highly oligopolistic market and rural cooperatives are in a monopoly position.
Therefore, with the opening of the financial market and the continuous promo-
tion of banking reform, the multi-level and complex rural financial market can

provide a good platform for the development of rural banks [22].

3.2.2. The Limits of Single Deposit and Loan Business

According to the requirements of Bank of China, the affiliated Fudeng rural
bank can only carry out single deposit and loan business, which does not involve
financial products. Although this regulation can reduce operational risks and
save operating costs to a certain extent, it also leads to narrow business scope
and loss of some customer groups. From 2012 to 2017, the non-performing loan
ratio of Fudeng rural bank was generally low, even lower than the average level
of commercial Banks. This was mainly due to strict institutional constraints and
process review, which led to the fact that most rural Banks only engaged in op-
erational loans and did not participate in consumer loans. Because of the small
scale of village Banks, at the same time, compared with the traditional categories
of financial institutions lack of public awareness and social credibility, peasant
household, enterprise idle fund limited at the same time, makes the village bank
deposits, difficulties, as the interest rate marketization and the development of
the Internet financial, village and town bank profit margins squeezed again, is

not optimistic earnings (Table 2).

3.2.3. High Staff Mobility and Low Professional Quality
According to the investigation, the author has learned that the management of
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Table 2. Ratios of Fudeng rural bank.

Year Non-performing loan ratio Depos.it. amount Loar.1 a.mount
(100 million RMB) (100 million RMB)

2012 0.03% 8.8 4.6

2013 0.59% 22.8 19.8

2014 0.87% 59.54 48.53

2015 1.42% 100.98 101.10

2016 1.7% 150.80 152.44

2017 3.23% 202.19 185.11

Source from: Annual reports of the People’s bank of China (2012-2017).

Fudeng rural bank is basically seconded by senior executives from Bank of Chi-
na. Although it was a sino-foreign joint venture at the beginning of its estab-
lishment, there is still a relatively obvious bureaucratic color in the actual man-
agement mode. Because of lacking long-term planning for employees’ career and
limited promotion space, in addition to low wage levels compared with big cities
at the county level city and inhuman performance appraisal in the high strength
work under pressure and atmosphere, making employee life, work pressure is
generally bigger, making bank personnel is not stable. At the same time, the re-
cruitment brochure of most rural banks stipulates that only staff with local
household registration are required to be recruited, which makes the general
business staff of village banks mostly come from rural areas. Although these em-
ployees can speak the local dialect and are familiar with the local environment,
which is conducive to establishing a good relationship with local villagers, they
generally lack professional education background, insufficient level of emergen-
cy business handling and lack of training on risk control, which may easily lead
to improper management of partial business of the bank and trigger operational
risks of the bank.

4. Suggestions

4.1. Strive for Support from National Fiscal and Tax Policies and
Actively Coordinate with Relevant Departments

The operation cost of rural banks is relatively high, and the implementation of
inclusive financial policies cannot be separated from the strong support of na-
tional policies and legal protection. In terms of taxation: The tax preferential pe-
riod of the state for rural banks is 5 years, after which the tax rate will be res-
tored to general financial institutions. Enterprise income tax for rural banks is
currently at 25%, is twice the size of rural credit cooperatives, compared with the
traditional financial institutions, negative tax level obviously on the high side, no
discount, not only aggravate the bank’s operating costs, so the village banks
adopt differentiated tax policy, especially in poor areas, appropriate increase of
tax cuts. In terms of financial subsidies: Increase the government’s financial al-

location and adopt targeted subsidies for rural banks in some regions to narrow
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the differences between different regions; lower the threshold of financial alloca-
tion, lower the reward standard of rural banks, strive to make small county rural
banks in the early stage of development can also enjoy the reward; set up special
development funds for rural banks, and provide assistance to rural banks with
non-performing loans, bad debts, book losses, etc. In terms of policy coordina-
tion: At the present stage, the country has issued a lot of preferential policies re-
lated to rural financial development, and rural banks should take the initiative to
connect with the relevant departments of the country, realize the “bottom-up”
information feedback channel, and actively communicate and improve when

finding problems, rather than work passively.

4.2. Expand the Radiation Scope of Rural Banks and Seek Support
from External Financial Technology

The establishment of village banks can inject fresh force existing in rural areas,
promote benign competition of the banking institutions of various types, thereby
broadening the farmers financing, arouse the enthusiasm of farmers production
and operation, break the situation of private lending is not standard, so as to
fundamentally solve the realistic problems in the financial supply, implement the
inclusive financial policy.

On the one hand, rural banks should establish more branches as soon as possi-
ble, increase business outlets and expand market share. In addition to providing
financial products and services to customers, bank outlets are important chan-
nels to attract business resources and maintain relations with customers. With
the continuous expansion of financial distribution products and the increasing
complexity of services, bank branches can not only meet the financing needs of
local residents, but also reduce operating costs. In particular, the main sponsor
banks are encouraged to set up inter-district rural banks to achieve scale effect.
On the other hand, rural Banks should strive to seek external cooperation based
on their own incomplete basic conditions. Take the Fudeng rural bank as an
example. At the end of 2017, Suning finance company provided fast payment
service for the bank’s debit card. At home, villagers could enjoy a number of liv-
ing services such as doctor registration, water and electricity payment, enter-
tainment and mobile phone recharge, which greatly facilitated the life of resi-
dents. In terms of risk prevention and control, Suning finance company has car-
ried out blacklist swap and technical cooperation with Fudeng village bank to
help rural banks get online and offline business, and promote the transformation
and upgrading of rural banks to Internet finance. At the same time, rural banks
should also actively seek cooperation with local enterprises, so as to build rural

financial services in the mode of “industrial chain”.

4.3. Optimize the Regulatory Path and Create a Tiered
and Categorized Regulatory Model

The supervision of rural banks has special nature: it is the object of supervision.

Rural banks are small community banks aiming to promote the flow of funds
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between rural households and small and medium-sized enterprises. Secondly,
the regulatory costs. At present, most of the supervision of traditional commer-
cial banks is on the spot, while the supervision scope of rural banks is beyond the
county and township levels. The transportation and communication in rural
areas are inconvenient, and the supervision cost remains high.

Therefore, the improvement of differentiated and personalized management is
also one of the feasible ideas of rural bank supervision innovation. The specific
approach is as follows: Give play to the regulatory power at the grass-roots level,
and implement a hierarchical, classified regulatory model. The traditional uni-
fied supervision mode is not suitable for the scattered branches of rural banks.
Different supervision modes can be adopted according to the type of main bank
and capital strength. For example, rural banks initiated by large commercial banks
are encouraged to develop sub-banks and continue to be supervised by CBRC.
For rural banks initiated by small commercial banks, local governments can set
up supervision departments to conduct supervision, shorten the supervision
chain, and formulate flexible supervision standards and development plans ac-
cording to local conditions. And then, relax the requirements of relevant indica-
tors of rural loans. For rural banks that meet the positioning of “supporting
agriculture and supporting small businesses”, rural re-loans can be excluded
from the ratio of deposit to loan, and the tolerance degree of non-performing loan

ratio can also be relaxed, even not included in the regulatory rating index.

4.4. Cultivate Friendly Rural Banking Culture and Uphold the
Entrepreneurial Spirit of Serving the People

The cultural guidance of rural banks has two aspects: First of all is financial cul-
ture, through the development of various financial services of rural banks, to
improve rural financial market and guide the financial values of rural house-
holds; Second of all is rural culture. The development of rural bank can force the
reform of rural financial system from the side, which is conducive to promoting
the prosperity of rural culture and responding to the national rural revitalization
strategy. Li et al (2018) pointed out that the correct cultural orientation of rural
banks is conducive to shaping the brand value of rural banks, enhancing cus-
tomers’ sense of identity and trust, and achieving the ultimate goal of inclusive
finance [23]. Firstly, establish service consciousness. ractitioners of rural banks
should always bear in mind the concept of “supporting agriculture and support-
ing small business”, strengthen the sense of dedication of economic activities,
and carry out relevant financial business with emotion and spirit. Secondly, in-
novate the concept of “green” development. With the continuous development
of social economy, rural banks have the responsibility to participate in the estab-
lishment of an environment-friendly society in China, promote green financial
services, and develop the ecological development potential of rural banks, such
as coordinating the common development of rural industries and natural envi-

ronment, timely treatment of rural land pollution and garbage classification, etc.
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Finally, improve cultural tolerance. Rural areas in our country, the implementa-
tion of inclusive finance is the backbone of rural banking financial policy, so in
order to implement the inclusive policy, village banks not only to do their own
development and rural development, also need to promote inclusive mentality,
and other rural financial institutions, the village committee and the government
can work together, realize the development situation of rural integration and

make efforts to achieve financial sharing.

4.5. Explore New Forms of Investment-Managed Rural Banks and
Take the Road of Intensive Development

According to the notice issued by the China Banking Regulatory Commission in
January 2018, the pilot projects of investment-managed-type rural banks and
multi-countries banks should be actively promoted to further implement the ru-
ral revitalization strategy and the construction of inclusive financial system. Af-
ter receiving all the equity held by the initiator, the investment management-type
rural banks shall be responsible for the various rural Banks they invest in. This
mode is characterized by “intensification” and “specialization”, which can make
up for the shortcomings of middle and background services of rural banks at a
lower cost, such as the construction of IT system, the cultivation of professional
talents and the introduction of high-quality private capital.

In the process of promoting the intensification of rural banks, attention should
be paid to: Firstly, we should distinguish between quality and quantity. Intensive
management is a rich dynamic process, not only the expansion of scale, but also
the reduction of operating costs and the generation of scale efficiency through
the expansion of the number of banks. Secondly, we should reasonably plan the
structure of rural banks in rural areas. The main task of rural banks is to fill the
gap in the rural financial market, rather than blindly expand. Only by improving
the strength of institutions, can they complement the advantages of traditional
rural financial institutions and jointly solve the shortage of financial supply in
rural areas. Thirdly, we should give consideration to the speed of development
and performance. Rural banks are inherently endowed with special attributes
that are contradictory to rural support and profitability. They cannot damage the
interests of banks for service, nor can they get rid of rural support for profit.
Therefore, it is crucial to control risks and ensure profits in the rapid expansion
of rural banks. Fourthly, we should strive to achieve financial concentration. Fi-
nancial concentration of commercial banks can not only improve the accuracy
of financial accounting, but also improve the level of industry supervision, elim-
inate illegal operations by people outside the system, improve the information
relevance of the bank financial system, and ensure the stable operation of rural
banks.

5. Conclusion

Rural banks in China can become a better carrier of inclusive finance, thus pro-
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moting the development of rural economy and improving the construction of

rural financial system. Although rural banks still have some problems in the de-

velopment process, they can be improved through policies, technologies, man-

agement, culture and other aspects, thus becoming one of the important driving

forces for the development of inclusive finance in China.
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