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REPORT

ABSTRACT

This study is a report on the current situation in terms of unequal urban—rural
development in the People’s Republic of China (PRC). It examines problems related
to unequal urban—rural public service provision, the lack of rural human resources,
and the lack of adequate rural credit and financial markets to serve the needs of
rural development. The researchers conclude that in order to achieve material rural
development, the PRC needs to make changes to its dual urban—rural system,
enhance the cultivation of rural human resources, and build a robust rural-credit
system that can significantly enhance rural investment to ensure the development of
a modernized agricultural sector. These changes need to be designed so that they
are institutionally multi-faceted and multi-level institutional. The development mode
needs to shift from “externally pushed”to “internally driven,” from government-led to
government—society collaboration, and from government “blood transfusions’to
“enabling”and “empowering’rural citizens so as they become the main force of rural
development for agricultural productivity, creation of employment, and the provision
of self-organized rural public services. The researchers argue that only by working
to ensure that the PRC rural countryside does not disappear in the process of
urbanization—or rather, by returning an ecologically sound, technologically more
advanced rural sector to the PRC—can the country achieve success in its
urbanization initiatives in combination with sustainable, robust rural living conditions.

I. INTRODUCTION

Rural-urban integration refers to a policy effort made by the Chinese government to
promote free flow of production factors between its relatively developed urban areas
and underdeveloped rural areas. This is necessary in terms of breaking the current
urban—rural economic divide that prevails. Presently, the PRC is undergoing urban
transformation, and rural development is seriously threatened by a biased
concentration of resources in urban areas. Consequently, barriers that stand
between a rational free flow of productive forces between rural and urban areas
need to be freed up. As the PRC’s food production continues to increase and rural
incomes rise, the need for rural development increases in tandem. The traditional
government-determined developmental model is no longer applicable to new
developmental needs. The question of how to break the urban—rural economic
systemic divide and build an equitable market in terms of productive forces, while
also stimulating rural creativity and innovation through new incentive structures, and
building rural capacity to enhance productivity, employment, and the provision of
self-organized services are becoming paramount requirements for PRC society.
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The PRC government has proposed new rural development strategies. The National
Government’s 12th Five-Year Plan and the 18th National Congress of the
Communist Party of China (CPC) both dictated new objectives for rural
development, which include increasing agricultural productivity, securing food
production, restructuring agricultural production, increasing production and
processing of multiple agricultural goods, development of agricultural technologies
and production stability, increasing rural citizens’ incomes, protecting agricultural
resources and the environment, and emphasizing the building of rural infrastructure
and the provision of public services (science and technology, culture, public health,
physical wellbeing, and social security). Nevertheless, even within this new macro-
policy framework, policy blind-spots remain. For example, the ability of financial
markets to provide rural credit continues to seriously lag behind demand, the
provision of rural public services is inadequate, there is serious lack of free flow of
critical production forces, a lack of societal and market-force participation in terms of
rural development, a lack of capacity in terms of human resources, and the lack of
an adequate theoretical framework, as well as a lack of adequate and versatile
empirical experience that would be of assistance in addressing these new
challenges. Given the complexity of these problems and challenges, the PRC needs
multi-level, multi-faceted, and multi-perspective theoretical studies to guide the
design of new systems. This is particularly the case in view of the fact that
agricultural production and rural needs have both continued to grow on a yearly
basis, making it necessary to come up with new strategies to mobilize rural areas’
internal demand rather than continue to put rural areas on “life support” by pumping
in resources from external sources. Efforts need to be made to enhance the
potential of rural citizens rather than have them continue to depend on external
support, and to engage multi-party participation, as opposed to depending on
governmental initiatives to facilitate change. In view of these observations, our study
has selected three critical questions that need to be addressed: 1) how to break the
dual urban-rural divide so as to ensure proper, efficient, and equitable public
services to rural citizens; 2) how to enable the development of rural human
resources (the 18th National Congress proposed that human resources were a
critical factor in strengthening the nation making the question of how this can be
achieved a priority question for this study); and 3) how to alleviate the acute
problem of inadequate financial services providing rural credit for development.

Il. CURRENT MARKET CHALLENGES IN PRC

A. Problems of equitable distribution of urban-rural basic public services

After 30 years of reform and development, rural life in the PRC has greatly
changed, bringing greater demands for services. The marketization reforms have
drawn many able-bodied men away from the countryside to urban areas in search
of higher wages, leaving women, children, and old people behind. On the other
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hand, a series of decentralization and taxation reforms have changed the
administrative operations of rural governance, resulting in many new problems.
Currently, supply of basic public services in rural areas is seriously lacking.
The quality and quantity of rural education is unable meet the needs of rural
citizens, old-age retirement pensions are meager and weak in terms of reach and
coverage. Raising retirement-pension premiums is difficult, retirement-homes
facilities are insufficient. Meanwhile, rural migrants to urban areas lack adequate
access to public services. There is insufficient security protection for urban
citizens who have lost their land, and rural infrastructure investment is
seriously lacking. All these problems have their roots in a fundamental urban—rural
economic divide. Marketization reforms coupled with lagging reforms of the legal
system make these problems more acute than ever, demanding immediate
attention.

B. Human-resource development problems in rural areas

While the PRC has made significant achievements in the development of rural
human resources in recent years, many deep-seated problems remain. First of
these is a serious deviation in terms of the objectives of education—the school
system educates for the purpose of promoting the enrollment rate for the next level
of schooling, and not for usefulness for rural development. In other words, it is a
mode of education does not meet the needs of rural development. Also, rural areas
only represent a tiny proportion of national investment into education, while
investment in basic education and occupational education seriously lags behind,
which is the direct cause of low levels of education and human-resources capacity.
Second, rural brain-drain is a serious problem—especially in western areas of
the country, where the rural economy is backward. In recent years, many able-
bodied laborers and those with specific skills have migrated into urban areas,
resulting in a serious talent drain from the countryside and a lack of sustainable
labor support for agricultural production. Coupled with this is the problem that so
many women and children are left behind. Third, there is an imbalance of rural
talent distribution. Because of the imbalance in economic development between
regions, the eastern PRC, where the economy is better developed is in a better
position to attract and retain talent, while in the middle-and-western areas, where
many nationally designated poverty-stricken counties and regions are located,
shortages of talent are acute. Fourth, there is no integrated urban-rural human
resources market. The urban-rural dual economic system results in separate
employment policies for the urban job market and the rural job market. Laborers in
urban and rural areas are treated unequally in terms of compensation and other
benefits. This reality is inefficient and contradicts the central government policy
directives for building an integrated urban—rural job market.

C. Problems in the PRC’s rural credit and financial markets

Rural credit and finance problems are reflected in a lack of institutional strength,



lack of financial capital, lack of technical support, and lack of equitable credit
markets. After decades of marketization reforms, disparities between urban and
rural areas have increased rather than diminished. As we know, for many years,
since the PRC’s founding in 1949, the PRC'’s rural finances were largely supply-side
oriented. Needs were generated not by rural citizens, but more by government
planning, and implemented through financial institutions run by the government.
After the 1990s, the PRC’s financial system underwent a series of market-oriented
reforms. Agriculture Credit Cooperatives started to play a more important role in
financing rural activities. However, their rigid management style, limited number of
branches, complicated loan procedures, poor service, inadequate funding
resources, inefficient organizational structure, limited financial products available,
loosely regulated loan-officer behavior, inadequate financial security insurance, and
the incentives for rural money to pursue higher returns in urban areas all impeded
adequate flow of financial resources. Furthermore, in poor rural areas, where capital
is needed the most, the value of loans is usually small, rural citizens’ ability to obtain
mortgages is low, and those who are in need do not qualify for loans. Meanwhile,
due to labor migration into urban areas in search of higher wages, rural demand for
loans is weak. In wealthy areas, government intervention has made small loans
available, but they are usually used for helping rural citizens set up small
businesses (due to local urbanization) rather than to help them achieve sustainable
rural livelihoods. State farms are well supported by government subsidies and
insurance, but the issue is how sustainable these arrangements are. Other related
issues include rural citizens’ lack of knowledge about modern agriculture, the rural
brain-drain and labor-drain into urban areas, and a lack of technology ,
organization, and agricultural product processing. Meanwhile, the supply chain for
goods and services is inadequate, prices of goods and services are low, and rural
citizens are often moved “upstairs”—uprooted from their rural life but not necessarily
given proper urban jobs, rather than being enabled to develop the land they grew up
on. These many problems can be expressed in terms of the following tensions: 1).
Growing financial needs in rural areas as financial resources are diverted to urban
areas, where commercial investments deliver higher rates of return; 2). Fragmented
and dispersed capital availability for “New Rural Village” construction as financial
institutions provide large-sum capital for investments of scale; 3). The merger of
many grassroots banks and financial centers, leading to shrinking rural-credit
availability; 4). Increasing focus on stakeholder interest amid unclear delineation of
property rights in rural cooperatives; 5). Rapid growth of the overall finance sector
overall versus low investment returns in rural areas; 6). Shrinking demand for loans
due to migration of rural labor into urban areas versus the real need for large
investments for rural development; 7). The need for investment in technology and
infrastructure amid a lack of large-scale rural investment.

lll. ANALYSIS OF THE ISSUES

The research group extensively reviewed the relevant theoretical principles, policy
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documents, news reports, and other materials related to the topic. In particular, the
group also reviewed international theories and experience, and summarized the
findings. This review of the literature was enhanced by case studies involving in-
depth interviews and field visits. The team participated in many activities in rural
communities and attended local meetings to collect first-hand information in the
form of face-to-face, in-depth interviews with government officials and business
leaders, as well as community leaders and farmers.

The developmental status and the principle problems facing rural markets were
comprehensively and systematically studied and analyzed using a variety of
research methods. Both macro- and micro-case analyses were employed. The
study triangulated theory, observation, and empirical experience from a vast area,
reflecting various developmental stages, integrating international experience, while
employing problem-based methods to guide the investigation. This is a different
approach from many current studies, which either focus only on empirical or
international experience. Another point of innovation is the cross-disciplinary
approach the study took. Experts from fields such as political science, human-
resources management, and public administration joined hands to examine the
PRC’s rural situation from various perspectives and in terms of varying theoretical
frameworks. The third feature of this study is the extensiveness of the cases
studied—countrywide, rather than from one or two regions. The data collected well
represents the PRC’s vast territories. Below is a summary of the findings.

A. Causes of the Problems of Basic Rural Public Service Provisions after the
Tax and Fee Reforms

Rural public services are inadequate because in the process of changing the
development model from administrative push to self-motivated drive, and from
supply-side push to demand pull, the former balance of governance shifted, but the
new system has yet to be fully established. The current system of local-
government-led provision of basic public services is not able to adequately
provide local public services. After 1978, the PRC commenced its marketization
and decentralization reforms. It abolished the system in which rural communes
oversaw everything. Local governments were called upon to perform many more
duties in the wake of the decentralization reforms, but lacked adequate authority to
levy local taxes and collect revenues. After years of operation, rural public services
have seriously dwindled. Top-down decision-making in terms of the provision of
services is another reason. The PRC government determines the provision of
services following a command chain that involves multiple layers of needs from top
to bottom—central, provincial, municipal, county, township, village, rural household.
This decision-making model has a strong tendency to foster one-way
communication, subjective judgments, and one-size-fits-all directives, resulting in
serious deviations from the actual needs for rural services. Also, the current transfer
of payment system is irrational, irregular, and inadequate in size and scope—
payment transfer methods are lacking, ear-marked programs are not properly set,
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and their management and supervision are problematic, resulting in poor supply
and implementation of rural public services.

B. Causes of Rural Human Resources Development Problems

The PRC is highly attentive to rural development. Every year, its first central
government policy directive is always on the three key rural issues: agriculture, rural
villages, and rural citizens. The key issue is the people, whose overall education
level is very low. Despite recent improvements, the majority of even the younger
rural population has not graduated from secondary school. According to the 2010
Census, less than 20% of those between 22 and 30 years old were high school
graduates. This was in stark contrast to the cities, where over two-thirds of people in
the same age group attended secondary school. The Ministry of Agriculture has
made plans to provide skills training for rural talent. It established many training
sites and experimental areas, with the aim of cultivating rural leaders, technical
talent, cooperative organizers, and college graduates who are willing to work as
village heads in rural villages (known as Sunshine Projects). Efforts are being made
to encourage the establishment of groups to implement specialized technologies.
These efforts have greatly enhanced the dynamics of rural life and achieved positive
results. However, problems still persist. Through studies of several typical talent
cultivation bases in Hubei, Guangxi and Yunnan provinces, it was found that despite
of massive government efforts to send large numbers of college graduates to work
in rural areas as village leaders, many of them had had various difficulties in
realizing their potential. Problems included not fitting in well in a rural environment,
differing personal motivations, the lack of rural work experience, and the fact that
what they had learned at school was mismatched with their job responsibilities.
These are all challenges for the PRC’s efforts to foster rural talent.

C. Causes of the Problems Involving Rural Credit Markets

Rural credit and finance is an important component in rural development in all
countries. It is also an important policy issue. Agricultural products are essential in
ensuring the livelihoods of a country’s citizens and prices should be affordable for
the average citizen. However, very often the production costs of agricultural goods
are higher than the market can accept, leading to a situation in which the
government needs to use public revenues to subsidize agricultural production. This
is why there is a necessity for rural policies. The most important challenge is the
need for a healthy, robust supply of rural credit to guarantee rural production
operates at low cost and is profitable. However, after the PRC’s reform of the
financial system in the 1990s, rural credit systems have greatly deteriorated due to
the PRC’s problematic dual urban—rural management systems. The marketization
reforms of credit allocation has increased, rather than reduced urban-rural disparity.
The reasons include: 1). Many urban citizens have abandoned their land to migrate
to urban areas in search of higher-paid jobs. They no longer need rural credit, and
rural development has stagnated; 2). The big banks and financial institutions have
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diverted their funds back to urban areas, where higher returns on investments are
the norm, in spite of government policy directives; 3). The prices of agricultural
products are far too low to compensate for the costs of producing them, making
meaningful profits elusive, and making it difficult to compete on the markets; 4.
Property rights are unclear, and land use is inefficient due to rigid restrictions on
land-use transactions. Other problems include a shortage -credit-institution
branches, obsolete service methods, and a lack of valuable property to mortgage
for credit among those living in the countryside.

D. Conclusions

With the achievement of a consensus on a comprehensive strategy for deepening
reforms, the PRC’s economic and social development has entered a new stage.
One of the major steps in terms of the reforms is to develop a new urban—rural
system through the PRC’s new urban and rural development strategy. On the basis
of an extensive review of the literature on international experience and empirical
examination of the PRC’s development experience, our research team has chosen
to focus on the issues of equitable distribution of public services between urban and
rural areas, rural human-resources development, and the building of rural credit and
financial systems, making policy suggestions for their innovation and reform.
Hopefully, reforms and change along these three dimensions will be able to promote
change in the way the government, markets and social forces operate, promoting
collaboration and consensus, breaking the urban-rural barriers to the flow of
productive forces, and enabling the overall population to share the benefits of
reform.

We have found that: 1). To build a healthy and robust market for growth and
development, it is important to reform the way governments, markets, and social
forces operate. It should not entirely be top-down, nor should it blindly adopt the
methods of the western market system. It needs to integrate and take into
consideration the unique characteristics of the PRC; 2). The PRC’s new
urbanization campaign (launched by the new administration) could be a major driver
for the building of new markets to increase free flow of productive forces, enabling
rural development; 3). Policy tools should be used in coordination with markets to
adjust the relationship between the government, markets, society, and other social
entities.

In short, reforming the fundamentals of the PRC’s markets will need to be a
systematic project. The key aspects are equitable distribution of urban—rural public
services, the development of rural human resources, and the reform of rural credit
and financial systems. The major objective is to integrate the urban—rural divide and
encourage the free flow of productive forces so as to ensure balanced urban and
rural development.
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IV. POLICY RECOMMENDATIONS

A. Suggestions for achieving the PRC's equitable distribution of urban and
rural public services

On the basis of the experience of many countries abroad, along with those of the
PRC’s own rural areas, we propose several major reform principles:

(a) Reform should consider the use of multiple approaches when it comes to the
provision of rural public services rather than the use of a single approach. An
accountable public-service framework should be used to guide the reforms,
financial mechanisms should be used to stimulate change, and a legal
framework and community-service platforms should be established to ensure
the success of the reforms. Also, the traditional supply-push provision of public
services should be transformed into a demand-pull approach (what services are
needed by rural citizens, what services can the government provide given
resource constraints, what service modes are most appropriate, and when
needs change, how should the government’s provision of services change
accordingly.)

(b) Service supply agencies should be changed from a single governmental
provider to multiple providers, including the markets and social organizations.
Financial resources should be channeled to resolve difficulties associated with
the most acute needs.

(c) Service targets should be differentiated. They could be individual rural citizens,
people who have lost their land, organizations, or rural citizens of different age
groups, income groups, or special-needs groups.

(d) The methods of providing services should be differentiated. These could include
governmental provision, third-sector provision, or market provision. Their
dynamics would require close attention.

(e) Providers of services should be transferred down from village committees to
rural communities. It is important to build and develop rural communities.

(f) Fund allocation should be systemized rather than be project based. Serious
attention is required regarding the design of systems to ensure efficient use of
financial resources.

(g) Decision-making should change from top-down to effective interaction between
the top and the bottom. Public hearings and public participation in decision
making should be essential elements in the decision-making process.

(h) Social security, medical insurance, and retirement mechanisms should change
from a static mode to a dynamic mode, gradually moving towards the level
enjoyed by urban dwellers, realizing equitable distribution of services among the
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PRC'’s rural and urban citizens.

(i) The supervisory mechanisms should change from administrative regulations to
the rule of law. Clarification of the roles and responsibilities of various
government agencies and social organizations, and establishment of all relevant
laws are critical for the implementation of this strategy.

B. Suggestions for promoting the development of the PRC’s rural human
resources

All countries worldwide attach great importance to the development of rural human
resources. Rural economic development and regional revitalization are promoted by
improving the levels of knowledge and science and technology in the rural labor
force, laying a solid foundation for the development of the entire country. In this
respect, Japan’s "Village Building Activity" and South Korea’s "New Village
Construction" are important reference points for the PRC. Through educating and
training farmers, Japan and South Korea have cultivated large numbers of talent
with practical skills they can use in their local environments, providing important
talent support for national economic and social development.

It is necessary to implement a priority development strategy for rural human
resources and talent, formulate policies aimed at fostering the development of rural
talent, and carry out projects that develop rural talent to promote smooth and
successful development of rural human resources. Highlights include:

1. A government-supported rural talent management system should be promoted,
with the following features:

(a) Increase the government’s sense of responsibility and its role in initiatives aimed
at cultivating rural human resources, clarifying the roles of various government
units, and strengthening leadership so as to better manage collaboration.

(b) Gradually expand the scope of free compulsory education to secondary school
level. In the initial stage, it might be necessary to implement free secondary-
school education as part of national goal to alleviate poverty at the county level,
expanding the scope of the program gradually. The central government should
focus on subsidies for the Central and Western regions.

(c) Establish long-term plans and relevant policies to ensure proper mechanisms for
rural occupational education and short training programs on regular basis.

(d) Increase government investment in the development of rural human resources.
A more systematic evaluation and incentive system for rural talent should be
established. New talent such as production and business experts, rural
teachers, rural technical specialists, rural public-health workers, and rural
cultural workers will all be required.
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(e) Build markets for rural talent, strengthen services for the rural labor force and
rural human resources to increase employment opportunities.

(f) Continue to encourage urban areas to provide human resources and talent
support for rural areas so as to ensure an appropriate talent structure to meet
the multi-faceted needs of rural development.

2. Improve mechanisms for rural human resources cultivation and development.
This could include:

(a) Differentiate the cultivation of talent to meet different needs in rural areas. Such
talent could include highly educated rural elites or regular workers with special
skills required for production and business operations.

(b) Build new mechanisms for investing in the cultivation of rural talent. The
government should be responsible for cultivating talent for basic agricultural
technology research, as well as the cultivation of talent to provide rural public
services, while leaving the cultivation of technical know-how to businesses and
non-profit organizations.

(c) Improve the security and incentive mechanisms for rural talent. New policies to
provide incentives and rewards should be established, some monetary and
some non-monetary—for example, political status. An effective talent evaluation
system and channel for rural—-urban talent migration should be established.

3. Policy measures for rural human talent cultivation should established. These
would include:

(a) Policies governing finances and taxation to ensure investment in the cultivation
of human resources is drastically increased.

(b) Establish policies to encourage the migration of talent into rural areas by
offering advantageous salaries, occupational rankings, and work opportunities.

(c) Assist and incubate rural innovation and business ventures through increased
financial support, protection of intellectual property rights, establishing
preferential tax brackets and governmental subsidies, and by underwriting risk.
Intellectual property transaction markets, service networks, and industrial park
infrastructure that serve rural needs should be established.

4. Implement Rural Human-Resources Cultivation Projects

(a) Expertise in agricultural technology needs to be fostered through rural schools,
rural cooperatives, integrated project management (IPM) programs, and key
science and technology projects to select leaders for rural development.

(b) Select talented young people to assist with promotion of agricultural technology
and make good use of training sites to promote communication about
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technology, learning and research, as well as innovation.

(c) Select outstanding rural leaders for further training and study in colleges,

research institutes, and other outstanding places of learning (including first-rate
international institutes) for high-level science and technology and managerial
training.

(d) Ensure there are proper sites and teachers for the popularization of new

knowledge, skills, and methods. Make good use of certificate programs to
encourage learning.

(e) Build projects to assist rural citizens who have returned from working in urban

areas, helping them resettle and re-build their lives and engage in work. A local
talent tracking system should be established to follow the development of local
talent and encourage them to return to their home villages, where their input
will be valuable.

C. Suggestions for improving the PRC’s rural finances

Specific countermeasures can be viewed from both a macro and micro level. The
macro view focuses on rural policies and the relationship between urban and rural
areas, with the aim of resolving the problem of system bottlenecks.

On a macro level:

1.

The PRC’s rural financial system should be studied and understood in the
context of the PRC’s national financial system and the state itself. The rural
credit market is an integral part of the national financial system, and therefore it
needs to be competitive on a national level.

The orientation of rural development should be set against the experience of the
developed-world international community. A new way of thinking and a new
vision should be established: rural development is not about urban
transformation, but about ensuring that urban productive power and
technology migrates to rural areas to assist in rural development. In terms
of development objectives, it is necessary to overcome the traditional mentality
of small-scale agriculture and think in terms of large-scale, new, modern
agriculture. The rural financial system needs to be reformed and designed
accordingly.

Development strategy needs to be differentiated for rural areas that will
inevitably become urban, and rural areas that are meant to remain rural. Reform
strategy needs to encourage rural development on multiple paths. Rural areas
that are designated to be urbanized should follow their urbanization plans, while
rural areas that need to remain rural should be managed and run by rural
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4.

authorities such as counties and townships, which make genuine rural
development their goal. Rural investment should be increased—particularly
rural-infrastructure investment, and increases in the quality and productivity of
rural products. It is necessary to strive to ensure the development of the
agricultural sector, resulting in a green, modernized agricultural sector.

The PRC should also learn from Europe, the United States, and Japan. It needs
to overcome its traditional thinking about small-scale farming, greatly enhance
rural-infrastructure investment, rural-technology development, rural production
upgrading, and rural cooperative operations.

Moreover, prices of agricultural products need to increase or be better balanced
with the prices of industrial goods to ensure appropriate profits and returns on
investments in agricultural products. This would increase the incomes of rural
citizens, reduce agricultural subsides, and ensure that rural investment returns
are similar to the gains of urban investment.

Broaden the definition of rural development to include rural education, rural
entrepreneurship, and rural capacity building. The key is to enable rural citizens
to raise themselves out of poverty.

At the micro level, immediate efforts should include:

. Simplifying loan procedures, and establishing adequate loan-service stations to

ensure their proper distribution,

Considering the use of contracts to engage the services of loan officers to serve
designated rural areas and rural dwellers. Loan officers should deliver loans into
the hands of rural citizens that need them, ensure property loan repayments,
assist is issues of loan use and management, and provide assistance in the
form of technical support.

Innovating loan methods by deregulating small loans and short-term
investments, changing mortgage requirements, increasing legal services for
contracts and for arbitration on disputes about small loans, establishing and
improving agricultural insurance, increasing agricultural financial inputs—
particularly investment in planned infrastructure rollout—urging land use
concentration, encouraging cooperatives or other types of collective efforts in
obtaining loans, providing effective insurance and credit guarantees, technical
support ( new ideas, products, production methods introduction, etc.),
increasing post-loan tracking and monitoring, clarifying property rights or
earnings rights on land use, and raising the prices of agricultural products to
increase agricultural earnings. These efforts are deemed appropriate strategies
for removing current rural-financing bottlenecks, if they can be achieved.

Innovating loan business models by providing multiple methods and multiple

18



timeframes for the loan payback schedule so as to reduce the risks of long-term
loans. Loans could be made to individuals, cooperatives, or communities.

Increasing cooperation between financiers and insurance companies in order to
spread the risks of loans.

. Clarifying property rights and rights to investment proceeds. Encourage land-use
transactions, land-use concentration and land-use efficiency. Enhance loan-use
tracking and monitoring rather than focusing on loan restrictions.

Differentiate and balance small loans between for-profit businesses and non-
profit businesses, and increase support for non-profit business operations.

Make efficient use of financial derivatives to enhance loan capabilities and
liquidity.
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