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C ®EPMEPCKUMM CIIEHUAJIU3UPOBAHHBIMU KOOIIEPATUBAMU
B KAYECTBE ITIOCPETHHKA (G20)

AHHOTaANuA

CoTpynHuuecTBO MeXITy (hepMEpPCKUMH CIICIUATM3UPOBAHHBIMU KOOTIEpATUBAMH U (PHHAH-
COBBIMH YUPEIKACHUSMU SIBIISIETCSI OJJHAM U3 BaXXHBIX CIIOCOOOB (PMHAHCOBOTO PA3BUTHUS CEIIbCKUX
paifioHOB, KOTOPOE 00ECIIeYNBACT BAXKHBIN CIIOCOO pelIeHUs MpoOIeMbl KPEAUTHOTO (PHUHAHCHPO-
BaHUs 111 KUTancKuX epMepoB. OCHOBAHHBIN HA IIETIOUKE CEIbCKOXO035IIICTBEHHOM MPOMBIIILICH-
Hoctu Kutas u ncnosnb3yromwii moseaeHne (GPMHAHCOBBIX CBSI3€i B KaueCTBE CBSI3YIOLIETO 3BEHA,
OH 3(()eKTUBHO U OPTaHUYHO COETUHSET COBOKYITHOCTh CIIPOCa M MPEIIOKEeHUs Kanutana u ¢hop-
MUPYET OTHOCUTEIIFHO TIOJHBIA JUHAMUYCCKUN MEXaHWU3M, MEXaHU3M T'apaHTUH MPOU3BOIUTEIh-
HOCTH M OTIEPAIMOHHBIA MEXaHU3M, KOTOPBIH MOKeT 3(PPeKTUBHO 00IeTINTh MPOOIIEMBI HETOCTa-
TOYHOTO 00eCTIeUeHHs KPESIUTOB (hepMepoB u MH(DOPMAITMOHHONH aCUMMETPUN CTOPOHBI CIIpOca U
MPeUIO’KEHHs KaluTaja Ha PhIHKE KPEIUTOBAaHMS CEIbCKUX paiioHoB. Kpome Toro, 3To MoxeT
CHH3HTD 3aTpaThl HA HA/I30pP U TPAH3aKI[MOHHbBIE U3AEPKKH BO BCEM KPEIUTHOM IPOLIECCE, MOBBI-
CUTb YPOBEHb IOTalIeHus M0 rpaduKy U 00ECIeUnTh YCTOHUMBOE Pa3BUTHE CETbCKOTO KPEAUTHO-
ro pbIiHKa. [IpaBUTENHCTBO TOJKHO OKa3bIBATh MOIEPIKKY KUTAUCKUM (DEPMEPCKUM CIICITHATH3H-
POBaHHBIM KOOTIEpATHBaM B MIPOJBIKCHUN HX MOBEJICHUSCKIX HAMEPEHU B OTHOIICHUH (DUHAH-
COBBIX CBSI3€l M YKPEIUICHUH UX CIOCOOHOCTU K (PUHAHCOBBIM CBSI35IM, YTOOBI JIy4IlIE yOBIETBO-
pATh cripoc hepMepoB Ha KPEUTHBIE CPEICTBA HA CEbCKOM (DPMHAHCOBOM PBIHKE.
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ANALYSIS OF RURAL FINANCIAL LINKAGE BEHAVIOR
WITH FARMER SPECIALIZED COOPERATIVES AS INTERMEDIARY (G20)

Annotation

Cooperation between farmer specialized cooperatives and financial institutions is one of
important modes of rural financial development, which provides an important way to address
problem of loan financing for Chinese farmers. Based on China's agricultural industry chain and
taking financial linkage behavior as a link, it effectively connects body of capital supply and
demand organically and forms relatively complete dynamic mechanism, performance guarantee
mechanism and operation mechanism, which can effectively alleviate problems of insufficient
collateral of farmers' loans and information asymmetry of capital supply and demand parties in
rural credit market. In addition, it can reduce supervision cost and transaction cost in whole cre-
dit process, improve repayment rate on schedule, and ensure sustainable development of rural
credit market. Chinese farmer specialized cooperatives should be supported by government to
promote their behavioral intention of financial connection and strengthen their ability of finan-
cial connection so as to better solve farmers' demand for credit funds in rural financial market.
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Introduction

In December 2016, China held the
2017 Rural Work Meeting of the CPC Cen-
tral Committee, which stressed the need to
carry out in-depth agricultural supply-side
structural reform and promote rural finan-
cial innovation reform, so as to attract more
funds to invest in agriculture. China's Ne 1
2017 document (The first document issued
by Central government of China each year,
usually at the beginning of the year. On Oc-
tober 1, 1949, Central People's Government
of People's Republic of China began to is-
sue Document Ne 1. From 2004 to 2022, the
Chinese government issued the Ne 1 Central
Document on agriculture, rural areas and
farmers for 19 consecutive years) once
again emphasizes the need to continue to
activate the rural financial market, ensure
the standardized development of rural
finance in China, and promote financial ser-
vices for agriculture, rural areas and far-
mers. China's Document No. 1 for 2022
calls for calmly responding to century-old
changes and century-old epidemics, promot-
ing steady and healthy economic and social
development, and continuing to comprehen-
sively promote rural revitalization. To
achieve the above goals, not only requires a
large number of high-quality production
factors, but also requires all factors to work
together to improve allocative efficiency.

However, due to the dual system of
urban and rural areas in China, the govern-
ment is absent from some work in the rural
financial market, and the profit-seeking of
capital leads to the failure of the rural finan-
cial market, which results in the serious im-
balance between the supply and demand of
rural financial market. Behavior mode of
farmer professional cooperation financial
linkage is a relatively innovative form
emerging in China's rural financial market
in recent years. It develops rapidly and
shows strong vitality in practical applica-
tion. It not only activates the rural financial
market, but also alleviates the financial de-
mands of farmers, optimizes the allocation
of rural production factors and improves the
Pareto efficiency. However, as a new devel-
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opment mode of behavior, its development
status and the overall requirements of pro-
moting China's rural revitalization there is a
large gap. Therefore, in-depth analysis and
study of farmer professional cooperative as
the financial linkage behavior of rural in-
termediary play a huge role in promoting
rural financial efficiency, financial product
innovation, sustainable development of fi-
nancial market, steady increase of agricul-
tural production, steady increase of farmer's
income and rural stability and tranquility.

Materials and methods

Theoretical analysis of financial lin-
kage behavior

Asset pricing in financial linkage

In the study of financial linkage beha-
vior, asset pricing is very important. Stat-
man pointed out that purpose of behavioral
finance research is to change the assump-
tions of the capital asset pricing model and
make it more realistic. Shevlin and Statman
built the behavioral asset pricing model in
1994 as counterpart of capital asset pricing
model in mainstream finance, revising the
traditional capital asset pricing model. In the
study of the financial linkage behavior with
farmers' professional cooperatives as the
intermediary, we draw lessons from the
theory that is closer to the real asset pricing
model to find out the judgment of Chinese
farmers on asset value, grasp the decision of
farmers on financial products, and the de-
gree of recognition of the effectiveness of
financial linkage behavior.

The behavioral asset pricing model
classifies investors as information traders,
who are rational investors who invest
strictly according to the standard capital
asset pricing model and are not affected by
cognitive bias. They only pay attention to
the mean and variance of the portfolio,
based on the Bayesian learning process, that
is, the rational information processor.

The other type is the noise trader, who
often suffers from cognitive bias, does not
have a strict preference for mean and
variance, and does not act rationally in
accordance with the requirements of the
capital asset pricing model.
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Figure 1 — Main perspectives of behavioral asset pricing models

These two types of traders interact
with each other to determine asset prices.
When the information traders among far-
mers play a leading role in the market, the
rural finance linked by farmers' professional
cooperatives is effective. However, when
farmers' noise traders play a leading role in
the market, it is ineffective.

Research on mechanism and effect of
financial linkage behavior

At present, there is a double failure of
«government failure» and «market failure»
in our rural financial market, mainly be-
cause of the information asymmetry be-
tween lenders and borrowers, and such
problems can also be verified by the proper
intervention of the government or the im-
provement of the degree of organization of
lenders and other non-market factors [7].
Jain [8] believes that the imperfect devel-
opment of rural formal finance leads to the
development of rural informal financial in-
stitutions, and the imperfect development of
rural financial development promotes the
development of rural informal financial in-
stitutions. There is a symbosis relationship
between rural formal finance and informal
finance. crowding out may also lead to the
strong complementary relationship between
formal and informal finance in rural areas,
laying the foundation for financial connec-
tivity. Liu Jie and Yan Xingsheng [9] The
important way to realize the substitution and
complementarity between the two is to low-
er the interest rate of formal financial insti-
tutions, and make full use of the advantages
of all participants in the financial link to
maximize the profit. Floro & Yotopoulos

[3] believed that financial linkage is a scien-
tific bridge, and the funds of formal finan-
cial institutions are lent to rural capital sup-
pliers, and then they are lent to capital de-
manders. With the advantage of low trans-
action costs, extended services were pro-
vided to rural micro-credit demanders, bet-
ter improved credit conditions and expanded
rural credit services [6].

Varghese [12] found through compar-
ison that the financial linkage behavior of
rural intermediaries could maximize the ad-
vantages of information flow, not only ex-
pand the loan object, but also increase the
operating income of the borrower and
prompt the lender to repay the loan on time.
Rural financial linkage behavior can not on-
ly effectively meet the financing needs of
farmers and improve the profitability of fi-
nancial institutions, but also improve the
overall realization of rural financial func-
tions and the efficiency of resource alloca-
tion, thus increasing the income and welfare
of farmers [10].

Risk control of financial linkage be-
havior

Fuentes [4] can improve the incentive
and constraint mechanisms such as the rate
of return by means of signing contracts with
rural intermediaries to encourage or con-
strain the opportunistic behaviors of inter-
mediary organizations. In addition, incen-
tives for rural intermediaries can be in-
creased to stimulate their participation in the
supervision of capital users and improve the
loan repayment rate of borrowers. Other-
wise, rigid punishment is adopted to super-
vise the rural intermediary [14].
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It can be seen from the above research
that many scholars have studied the pricing,
formation principle, effect, risk and other
aspects of assets in rural financial linkage
behavior, and have achieved fruitful results.
And reached a consensus that financial lin-
kage plays a reliable role in solving the im-
balance between supply and demand in rural
credit market. With continuous development
of China's socialist market economic system
and the gradual prosperity of rural economy,
various forms of economic organizations and
various rural intermediaries have emerged.
These organizations and intermediaries have
developed rapidly. However, from observa-
tion of existing literature, there are not many
aspects of the causes and operation mechan-
ism of such linkage behavior, so we need to
invest more energy to study and think.

Results

Causes of financial linkage behavior

Formal financial credit can not meet
the capital needs of farmers

First, farmers have difficulty access-
ing funds from formal credit markets. Ac-
cording to the report on China's Rural
household Finance Development in 2014,
the loan demand rate of Chinese farmers is
19,6 %, higher than the national average of
18,36 %. The loan satisfaction rate was
27,57 %, much lower than the national av-
erage of 40,50 %. The loan rejection rate
was more than 9,78 %, much higher than
the national average of 6,05 %. These fig-
ures suffice to say that rural capital de-
manders have little access to formal credit.

Second, farmers are more inclined to
seek funds from informal financial markets,
and gradually become the main source of
their credit funds. The 2014 Rural house-
hold financial Development report shows
that informal finance accounts for more than
50 % of rural financial market. Among
them, ratio of loans between rural house-
holds was 43,8 %, much higher than that of
urban households (28 %). Inter-household
borrowing was over 64,6 % and 71,5 % in
the central region. This fully illustrates the
extent to which informal finance is active in
rural areas.
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Third, the long-term formation of so-
cial and cultural circles of farmers has wea-
kened the risks of informal financial mar-
kets. In their long life, farmers gradually
form a special social and cultural circle with
individuals as the center and blood ties as
the basis. In this circle, the special trust me-
chanism, information acquisition mechan-
ism and compliance mechanism greatly re-
duce the supervision cost of rural informal
financial market and form a unique advan-
tage. It is in contrast with the rural formal
financial market, and on the other hand, it
makes up for the lack of formal financial
functions in the rural financial market. At
the same time, we should also see that the
inherent defects of rural informal financial
market itself are impossible to solve by it-
self. Ray [2] first proposed that non-
financial intermediaries can apply for loans
from the formal financial sector and then
lend to farmers and other capital users. In
this way, formal financial institutions can
not only expand the service boundaries of
financial institutions, but also expand the
service boundaries of financial institutions.
And a way to serve. In this way, the strateg-
ic cooperation between formal finance and
intermediary organizations was promoted,
which was later called financial linkage.

1. Financial ~ connection  improves
transaction efficiency and reduces operating
costs. In the financial market, the industrial
specialization and credit issuance mechan-
ism are closely linked. Finer the industrial
specialization and the division of labor,
larger the service scope of financial market
will be. As a result, financial institutions
need to support more and more basic busi-
ness operations, so operating cost will be
increased, while operating efficiency will be
reduced. In rural financial industry, number
of informal financial services is much high-
er than that of formal financial services, but
it is also difficult to supervise them. It is
very difficult to rely on informal financial
services alone to serve the rural economy.
Therefore, cooperation between financial
institutions and intermediary organizations
can not only accelerate the formation of
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specialized division of labor in rural finan-
cial markets, but also promote expansion of
scale and efficiency of other rural markets.

2. Financial linkage can reduce infor-
mation failure in rural financial markets.
When farmers borrow money, credit institu-
tions will investigate the farmers' credit,
contract execution ability, effort level, inter-
est rate and collateral in detail. In today's
rural market in China, farmers know a lot
about lenders and institutions, but their ef-
forts, adverse selection and execution ability
are limited. Rural intermediary organiza-
tions have a special economic relationship
with farmers, so they have a clear under-
standing of farmers' risk degree, which can
reduce the cost of capital supervision. Oth-
erwise, financial institutions will not be able
to understand clearly the borrowing risks of
farmers, resulting in reduced benefits, fi-
nancial contract default and other problems.

3. Financial linkage can alleviate col-
lateral insufficiency. In rural credit market,
farmers' collateral is the main measure to
solve information failure and reduce the risk
of capital management. But farmers' lack of
collateral has led to credit rationing and
market failures. Operation relationship be-
tween rural intermediaries and farmers can
improve efficiency of production and circu-
lation, which can not only improve the use
efficiency of farmers' funds, but also reduce
risks of financial institutions and improve
the profit rate of financial institutions.

Formation and operation of financial
linkage behavior

The formation mechanism of financial
linkage behavior

Prerequisite for the formation of rural
financial linkage behavior with farmers'
specialized cooperatives as the intermediary
is the balanced development of rural
finance. If rural intermediaries can partici-
pate in the rural financial market, they need
to have the following characteristics:

First, we should have a sufficient un-
derstanding of farmers and other fund users
and grasp their information to determine the
borrowers and supervise the borrowers' per-
formance of contract in te reception process.
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Second, it has more information about
borrowers' borrowing needs and can inte-
grate their capital needs, which lays the
foundation for bank funds to exert scale ef-
fect in the later stage.

Thirdly, organization that takes farmer
specialized cooperative as rural interme-
diary must have certain economic strength.
It can not only bear the compensation re-
sponsibility of lender, but also supervise the
farmers to repay the loan funds on schedule.
It integrates information, credit, credit and
other resources in the form of "farmer +
professional cooperative organization”. In-
formation integration is the integration of
supply and demand side information flow;
Credit integration is the credit flow formed
mainly by the mutual transaction and trust
between the two sides of supply and de-
mand. Credit integration is the capital de-
mand credit flow of each production chain,
and the supply chain synchronously com-
plete a high degree of integration. There-
fore, with farmers' professional cooperatives
as the link, the industrial chain and supply
chain that farmers participate in have a
strong industrial, information and credit
foundation. Formal financial institutions
have also changed the identification of scat-
tered farmers into a community of interest
with specialized farmer cooperatives as the
core, which has expanded the scope of rural
financial services provided by banks and
other formal financial institutions and en-
hanced their financial service capabilities.

Financial linkage behavior with far-
mers' professional cooperatives as interme-
diary can also realize government's regula-
tion and control of rural financial markets.
Well-run financial linkage behavior can
promote Pareto improvement of rural finan-
cial market. Governments can correct «mar-
ket failures». In order to control «market
failure» in agricultural production, govern-
ment often uses special funds and project
construction funds to support finance. In ad-
dition, specialized cooperatives can also re-
ceive special subsidies to reduce financing
costs, improve utilization rate of credit funds,
and improve ability to combat market risks.
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Construct the operation mechanism of
financial connection

In order to give full play to the role of
farmer specialized cooperatives in financial
connection, it is necessary to constantly im-
prove the dynamic mechanism, optimize the
operating mechanism, formulate the guaran-
tee mechanism and increase the income in-
centive mechanism.

1. Improve dynamic mechanism of fi-
nancial linkage

Common interests are the driving
force to ensure sustainable development of
financial linkages. In rural financial connec-
tion, the common interests of farmers' spe-
cialized cooperatives, banks and farmers are
to realize their own needs. In recent years,
farmers' professional cooperation has devel-
oped rapidly, playing a crucial role in pro-
moting the increase of farmers' income and
the transition of rural economy. Farmer spe-
cialized cooperative itself is not the direct
producer of agricultural products, each
member is the product source provider. The
more farmers participate in cooperatives,
the stronger the product source base. At the
same time, with the increase of output, the
level of industrial production, management
technology and the ability to resist market
risks are improved, which provides a guar-
antee for the continuous and stable increase
of their income. In addition, due to increase
of income, more farmers are willing to par-
ticipate in cooperatives and expand the scale
of operation. With the expansion of the
scale of operation, the demand for produc-
tion factors increases, especially the capital
input. However, it is difficult for rural fi-
nancial market to achieve the balance be-
tween supply and demand of farmers and
financial institutions. If each member has a
capital demand of 10,000 to 15,000 yuan,
and each specialized cooperative has an av-
erage of 100 farmers, the total capital de-
mand of members will reach 100 million to
150 million yuan. Huge scale of capital de-
mand for rural financial markets to provide
a huge space for development. In order to
achieve win-win development, cooperatives,
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farmers and financial institutions must coo-
perate in many aspects, including financial
linkage.

2. Optimize operating mechanism of
financial linkage

Only by developing an operation me-
chanism that conforms to China's specific
conditions, market requirements and rural
characteristics can we promote sustainable
and efficient operation of rural financial lin-
kage. Premise of financial connection is that
farmers professional cooperatives sign tri-
partite cooperation agreements with finan-
cial institutions and members. Cooperatives
sigh mortgage contracts directly with banks,
participate in form of guarantors, open basic
bank accounts and set up cooperative funds.

Cooperative then signs a series of
supply and demand contracts with its mem-
bers for agricultural products and raw mate-
rials for processed goods, and determines the
amount of loans to banks based on the total
quantity of supply and demand. Among
them, cooperative signed with the bank is
total amount of mortgage loan contract,
bank, cooperative and the members after
completion of above procedures, need to sign
a tripartite co-insurance contract, and to veri-
fy situation of members. When members of
cooperative need a loan, by cooperative for
its credit guarantee letter, and in form of
membership to apply for loans to financial
institutions, by bank auditor and cooperative
cooperation audit, after the approval of
members, financial institution for members
to open a personal settlement account. Ap-
proved loan funds are transferred directly to
members, who then use funds to buy shares
and transfer the funds to cooperative's bank
fund account. After execution of current op-
eration contract, cooperative fund account
can obtain some operating profits according
to actual operation results, and members will
be paid dividends according to proportion of
shares invested in number of loans. If loan
contract is not expired, funds can be rolled
into next phase of contract. If loan contract
expires, farmers' loan funds will be returned
to bank loans (Figure 2)
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Figure 2 — Financial linkage behavior of farmer specialized cooperatives
as intermediaries

3. Formulate reasonable and effective
financial linkage guarantee mechanism

Establishment of a reasonable and ef-
fective safeguard mechanism is a prerequi-
site for win-win cooperation among all par-
ticipants in the financial linkage.

The first is the mechanism for ensur-
ing adequate information. Ensuring ade-
quate disclosure of information is the basis
to solve adverse selection and avoid moral
hazard in market economy. In the operation
mechanism of financial connection, the
members and farmers specialized coopera-
tives have close production cooperation and
interest relationship, and have fully symme-
trical information state. On the one hand, it
can solve the problems of producers' opera-
tion choice and adverse selection of bank
loan guarantee. On the other hand, it can
avoid risks that may be encountered in the
implementation of credit union membership
project, and strengthen the supervision of
degree of management effort.

The second is the membership debt
performance mechanism. By cooperating
with members in industrial projects, far-
mers' specialized cooperatives can not only
improve the supply of means of production,
sales of agricultural products and loan fund
services, but also improve the cooperative
efficiency of agricultural production factors
and effectively solve problem of default.
Loan funds are directly transferred to coop-
erative fund account by a special mechan-

ism, rather than giving cash to members,
which can not only effectively solve the
problem of subjective default, but also en-
sure «closed» operation of funds in the field
of agricultural production and operation, so
that the return of rural credit funds has been
better controlled, which can be said to be a
lot of birds with one stone.

Third, cooperatives participate in cre-
dit guarantee mechanism. When members
apply for a loan from a bank, farmer specia-
lized cooperative will issue a letter of credit
guarantee for members to ensure timely and
accurate release of bank funds. In this way,
credit relationship between bank and coop-
erative replaces the credit relationship be-
tween the bank and the members. This re-
placement not only greatly reduces the neg-
ative impact of loan defaults, but also re-
duces bank credit risk.

The fourth is to ensure the scale of
bank loan funds mechanism. By pooling the
capital needs of members through coopera-
tives, banks can meet the requirements of
the scale attribute of group loans. For banks,
there are two major benefits: one is to en-
sure the scale of loans; the other is to reduce
transaction costs. At the same time, it can
promote the establishment of long-term co-
operative relationship between members
and cooperatives. The automatic transfer
and rolling circulation of loan funds ob-
tained by members also greatly reduces the
credit cost of farmers.
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4. Increase the income incentive me-
chanism of financial linkage

All participants can obtain reasonable
profits, which is the key to realize rural fi-
nancial linkage. The sustainable develop-
ment of financial linkage lies in the efficient
utilization of capital and other production
factors. First, cooperatives provide qualified
material and technical guarantees. Accord-
ing to the standards of the cooperative, the
members build the production base con-
forming to the standards and realize the
function of standardized production. Coop-
eratives guarantee the quality of agricultural
products by providing training services in
agricultural production materials and tech-
niques to members. The second is to set the
protection price to ensure the benefits of
members' agricultural production and opera-
tion, and stimulate the enthusiasm of mem-
bers to participate. When the market price is
higher than the protection price, the cooper-
ative shall purchase at the market price;
When the market price is lower than the
protection price, it should be purchased ac-
cording to the protection price, so as to
avoid the phenomenon of increasing pro-
duction without increasing income. The
third is to provide subsidies to members
who supply a large amount of high-quality
raw materials and have a high reputation for
performing the contract. On the premise of
providing guaranteed income for the mem-
bers, use the income of the cooperative to
reward the members with better manage-
ment and improve their production enthu-
siasm. For example, we can cooperate with
agricultural insurance companies to share
the agricultural insurance premiums of far-
mers (special financial and cooperative
funds can be used) to help members reduce
unexpected losses caused by natural disas-
ters and other uncertain factors.

Discussion

First, farmer specialized cooperatives
have the natural property of financial inter-
mediary and can become the formation of
rural financial linkage behavior. Through
financial connection, information asymme-
try in rural financial market can be better
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solved, and formal financial institutions' re-
luctance to lend or reduce loans due to de-
fault rate and risk rate can be reduced. In the
end, formal financial institutions' support
for rural finance will increase, and it can
better help agricultural production increase,
farmers' income increase steadily, and rural
stability and tranquility.

Second, on the premise of market op-
eration mechanism and with the guidance of
the government, financial linkage completes
the optimal allocation of capital resources
among cooperatives, members and formal
financial institutions, which greatly improves
the efficiency of the use of capital resources.

Third, common interests become the
driving force for financial linkage. Specia-
lized farmer cooperatives, based on the in-
dustrial chain, organize scattered farmers
together in the form of contracts, which not
only strengthens the industrial foundation
for the development of cooperatives, but
also improves the degree of organization of
farmers and their ability to participate in
market competition.

Fourthly, financial connection formed
by farmers' professional cooperatives as in-
termediaries not only enhances the security of
loan funds, but also reduces transaction and
supervision costs. As the financial sustaina-
bility is improved, the participation and en-
thusiasm of financial institutions in rural cre-
dit business are significantly improved.

Fifth, the guarantee mechanism and
incentive mechanism of financial linkage
not only ensure the realization of the inter-
ests of all parties involved, but also improve
the enthusiasm of all parties involved in the
work, and finally promote the rapid devel-
opment of China's rural economy.

Conclusion

First, government should promote de-
velopment of specialized farmer coopera-
tives. Government should do a good job in
regional positioning, gather regional indus-
trial advantages, give play to comparative
advantages, accumulate production, pro-
mote development of dominant industries,
and lay a solid foundation for development
of specialized farmer cooperatives.
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Second, government should continue
to improve laws and regulations, expand
and tamp land for farmers' professional co-
operatives to grow, and strengthen their ra-
diating role in driving. Through strengthen-
ing management of cooperatives, imple-
menting dynamic assessment and monitor-
ing, further standardizing the market com-
petition mechanism of farmer specialized
cooperatives, improving level of operation
and management, and providing adequate
and true connection information for formal
financial institutions.

Third, formulate preferential policies
for financial linkage in which cooperatives
participate, reduce operating costs and risks
of cooperatives and improve their returns
through rewards and fiscal subsidies.

Fourth, government should enhance
power, operation, guarantee and incentive of
financial linkage mechanism, so that diver-
sified participants of financial linkage such
as banks, farmers and cooperatives can
achieve a win-win situation. In addition, we
should strengthen the supervision of finan-
cial connection, make behavior of financial
connection more healthy and energetic, and
help development of our country «rural re-
vitalizationy cause.
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