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Abstract 
In recent years, China's attention to the coordinated development of urban and rural 
areas has been greatly improved. This not only helps to shorten the gap between urban 
and rural economic development in China, but also has a very key impact on improving 
the level of social and economic development in China. In order to clarify the relationship 
between China's rural financial development and China's urban economic and social 
development model. First of all, we should comprehensively investigate the 
development path of China's rural finance, and then choose the appropriate 
development path according to the level of China's rural social and economic 
development, and deeply analyze the policy effect of China's rural financial development. 
This paper makes a detailed analysis on the path choice and policy effect of China's rural 
financial development. 
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1. Introduction 

Agricultural economy is the main component of China's economy, and the development level of 
China's rural finance is closely related to the development of China's economy. In the process 
of in-depth analysis of rural economic development prospects, it is necessary to choose 
appropriate routes according to the current level of social and economic development and the 
development status of rural financial industry, and constantly optimize and improve rural 
financial services policies and measures, so as to produce reasonable government effects. In 
this way, it not only reduce the problems in the development of rural financial industry, but also 
improve the current development model of rural financial services. And it has certain practical 
significance for improving the effect of current rural financial industry development. 

2. The Current Situation of China's Rural Financial Development 

2.1. Too Few forms of Organization 
Compared to urban financial markets, the financial structure of rural China is incomplete. The 
organisational form of its institutions and financial instruments are relatively simple and 
unable to provide a complete range of services. As China's rural credit financial institutions and 
commercial banks are the main financial institutions in the rural financial market, the financial 
services they are able to provide to the rural market are relatively limited. However, for rural 
credit unions, which play a major role in rural finance, there is a lack of planning and prominent 
utilitarianism in the development of rural co-operatives in their actual activities. There is a 
strong tendency to "de-ruralise" and "urbanise" in the choice of credit targets and scope, and 
more capital is invested in industries and units with high investment returns and rapid 
economic development, which leads to a highly uneven allocation of capital to the regional 
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economy and industries This has resulted in a highly uneven allocation of capital to the regional 
economy and industry. This does not address the capital needs of some small and medium-sized 
enterprises and the rural population at large, and directly contributes to the lack of economic 
development in agriculture. 

2.2. Inadequate Policies 
At present, the protection system in many traditional agricultural areas in China is inadequate 
due to insufficient funding for policy insurance in rural areas. Relief undertaken by the civil 
administration and the agricultural insurance system are currently the two main ways of 
covering traditional agricultural risks in China. However, due to factors such as the current 
marketisation, commercialisation and industrialisation of agricultural operations, the 
administration of social assistance by local civil affairs departments suffers from cumbersome 
procedures, a small range of inputs, weak supervision and low management levels, which are 
not adapted to the current agricultural economic system. Due to the low coverage of rural social 
insurance, the low payout rate and payout ratio of rural social insurance as well as the high cost 
of operation and management have resulted in serious losses and difficulties in the operation 
of rural business enterprises. This has greatly limited the development of the rural economy. 

2.3. Inadequate Regulation 
The Chinese agricultural market is currently facing some problems, such as the lack of market 
regulation and a relatively backward level of economic development. This is mainly because 
most Chinese farmers are not well educated and do not understand the financial markets. 
Farmers derive most of their income from agricultural products. However, Chinese farmers 
have a wide distribution of arable land and a small individual area. Therefore, the total income 
from farmers' operations is limited and the main financing products in the rural internet market 
are rural credit and insurance policies etc. In the absence of a rational financial regulatory 
system, the lack of a market also greatly limits the development of rural financial markets [1]. 

3. Path Options for the Development of Rural Finance in China 

For the development of China's rural financial sector, a comprehensive analysis of the 
development of rural finance since the establishment of New China must precede the route 
selection exercise so that a suitable route can be chosen. Since the establishment of New China, 
the level of China's agricultural economic development has steadily increased, but there are 
essential differences in the level of the agricultural economy from period to period. In this 
context, it is necessary to comprehensively and systematically analyse the development of 
China's rural financial institutions in various periods, and at the same time make a good choice 
of the pathway for the development of China's rural financial institutions. At present, the choice 
of pathways for the development of China's rural financial institutions is mainly reflected in the 
following aspects. 

3.1. 1949-1978 
Since the establishment of New China in 1949, the level of development of the national economy 
has increased, which has led to the need to choose the most suitable new economic system for 
China's current situation in terms of rural economic development. At the same time, the current 
financial development of China's rural areas has also taken on the characteristics of a more 
distinctive socialist market economy. This must also be taken into account when choosing the 
route for rural development, so as to avoid problems in China's rural financial development 
during the early years of the new China. Since 1978, there has been an increase in the attention 
given by local Chinese governments to the household contract responsibility system. This has 
required the Chinese peasantry to demonstrate further economic autonomy and dynamism, 
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gradually transforming the original model of rural financial institution development into a 
competitive market model, and at the same time promoting the establishment of a diversified 
pattern of rural financial institutions in China. 

3.2. 1979-1984 
As a period of recovery of China's market economy, the first rural commercial bank associated 
with the development of Chinese agricultural finance was established during this practical 
phase, with its focus on the financial development of China's rural areas and agricultural capital 
construction, among other tasks. In the course of an in-depth analysis of this banking system, 
we have learnt that the Agricultural Bank of China has a certain official character, which directly 
affects the effectiveness of its market regulation function. At the same time, there has been an 
unprecedented level of organisational development in China's rural credit unions, the most 
fundamental reason for which is the state of development of rural credit unions. This is often 
closely linked to the Agricultural Bank of China in the region where it is located, and rural 
financial development is often influenced by the business undertaken by the Agricultural Bank 
of China, which can seriously hinder the level of financial development in rural China. Since 
1984, the work of rural credit unions has been effectively regulated by governments across the 
country. Although the development of rural credit unions must still follow the regulations of 
the Agricultural Bank of China, it can achieve self-responsibility for gains and losses, which is 
very crucial to the expansion of banking for Chinese farmers[2]. 

3.3. 1985-1995 
During this period, China Postal Savings Bank operations gained widespread use in all large and 
medium-sized cities across the country. The bank not only changed the monotony of the 
traditional Chinese agricultural bank savings approach, but also increased the ability of rural 
workers to pay attention to the bank's savings services. At the same time, there has been an 
unprecedented increase in the development of unofficial agricultural cooperative finance in 
China, with the gradual formation of institutional forms such as agricultural cooperative 
foundations. This has further empowered the reform of the business of China's rural credit 
unions, while addressing the problem of inadequate funding for agricultural activities. In the 
course of an in-depth analysis of postal savings banks, we have come to realise that they cover 
a fairly broad range of operations, broadly speaking involving several aspects of institution 
building, business and democratic management. In carrying out the organisational change of 
the commercial banks, it is important to take full account of current rural developments in 
order to ensure that the reform of China's rural financial commercial banks is further 
strengthened. By 1995, there were over 2,400 rural commercial banks above the county level 
in China. And because of the increased competitive pressure on commercial banks in various 
localities, this not only increases the rationality of China's rural financial development, but also 
gives China's rural financial development an effective impetus. 

3.4. 1996-2005 
As an important stage of reform in the development of rural finance in China, from 1996 
onwards, the state authorities have been paying more and more attention to the development 
of rural finance. In order to ensure that the level of rural financial development meets the 
relevant state regulations, the relevant state departments have made targeted resolutions on 
the development of rural finance in order to effectively achieve the separation of agricultural 
banks and rural credit cooperatives. This has encouraged agricultural workers to invest in joint 
financial institutions according to their own wishes, effectively promoting the reform of the 
structure of rural financial development and at the same time enhancing the development of 
the agricultural sector in China. In 1998, China also introduced a reform programme for the 
development of wholly-owned commercial banks. This prevented problems in the process of 
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optimising the restructuring of wholly-owned commercial banks, effectively reducing the cost 
of restructuring commercial banks while also providing a reasonable reference basis for 
improving the level of financial development in rural areas of China. In the period from 1998 to 
2001, over 44,000 commercial bank branches were withdrawn from China. Although the 
withdrawal of commercial bank branches may lead to an imbalance in the development of rural 
finance, it has a significant impact on the improvement of the level of rural finance in China in 
the later years. 

3.5. 2006 - Present 
In order to ensure that the current level of development of rural financial institutions can meet 
the needs of social and economic development, the existing rural financial system needs to be 
optimised and transformed, and the problems that exist in the development of rural financial 
institutions should be dealt with in a timely and reasonable manner, so as to continuously 
improve the effectiveness of the development of rural financial institutions. In order to ensure 
that the relevant problems can be solved, it is also necessary to introduce rural financial access 
regulations in this process, to avoid problems in the improvement of rural financial problems, 
and further achieve the purpose of optimising and innovating the rural financial system. At the 
same time, a certain number of new rural financial institutions also exist in rural areas of China, 
with a gradual increase in loan companies and funds complementary to social forces in the same 
period. By 2014, China's unofficial financial institutions were unanimously favoured by the 
general public, with the number of new rural institutions gradually increasing. This not only 
enhances the stability of rural financial development, but also plays a very important role in 
improving the traditional economic development of China's rural areas [3]. 

4. Countermeasures for the Development of Rural Finance in China 

4.1. Perfecting the System 
For a more effective and sound agricultural financial system, the dissemination of information 
technology and digital infrastructure in rural areas needs to be done well. Agricultural 
information is promoted and introduced to the general rural population through the news 
media and institutions, leading to better rural informatisation. For work such as the storage 
and management of financial credit data in rural areas, staff of the relevant departments should 
carry out inspection operations according to the technical specifications and technical 
standards of the supervisory units, so as to avoid theft or misuse of the relevant data and 
information. Local government departments should also actively guide and should reasonably 
support rural taxation and economy in response to the development status of village-level 
financial institutions. The relevant authorities should actively guide the work of agricultural 
insurance in the countryside and promote the establishment of a new rural financial and 
insurance system to effectively reduce the potential risk of financial credit to the agricultural 
population. 

4.2. Enhanced Product Stewardship 
In order to do a good job in product management for rural financial institutions, it is necessary 
to first study the local rural economic and social conditions in depth in order to obtain the most 
detailed information on the rural economic and social development and financial information 
of the region in recent years. Then, we need to analyse and understand the economic 
characteristics and business demand tendencies of the industrial users of local financial 
institutions, and use them as the main reference objects for product innovation of rural 
financial institutions. In order to strengthen the management of rural financial products, the 
following aspects can be addressed. 
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① Financial institutions need to maintain the honesty, responsibility and professionalism of 
their staff, not to compromise the quality of rural financial services products for the sake of 
corporate efficiency, and to project a positive and positive social image for rural financial 
services structures. 
② Financial institutions must also summarise and analyse the actual changing needs of rural 
residents according to a certain product life cycle in order to carry out innovative 
enhancements and structural changes to rural financial services products. 
③ Financial institutions need to Emphasis on the development of high-grade and high-quality 
rural financial services products, so that local users can receive more comprehensive 
information and multi-level and cost-effective financial services. 

4.3. Strengthening Management 
It goes without saying that effective supervision of financial markets is vital to the stable 
development of China's rural finance. Building an effective regulatory system that meets the 
requirements of local financial market development is the core foundation for ensuring the 
smooth development of local financial markets. It is also important to do a good job of 
preventing and safeguarding farmers' investment biases, avoiding investment fraud and 
opportunistic behaviour, and focusing on social supervision. At the same time, local 
government regulators should increase the professional training of their staff when 
constructing and implementing a new integrated supervision system for rural areas, in order 
to enhance the professionalism of the personnel of the integrated supervisory authorities. 

5. Policy Effects of Rural Financial Development in China 

As the main component of rural finance in China, there is a close relationship between rural 
credit and the level of development of the rural internet finance market in China. It is also for 
this reason that the common features between the state of rural money circulation and the level 
of development of the rural internet financial market in China should also be analysed during 
the development of the rural internet financial market. While optimising the use of rural 
resources, the overall efficiency of the rural financial market should be improved. In summary, 
the development of rural finance can fundamentally achieve the aim of improving the level of 
local national economic and social development. This is because there is a positive 
interrelationship between these two aspects, and this requires the construction of new rural 
financial institutions in accordance with the current policy requirements for local economic and 
social development, and in this way promoting local economic and social development. From 
the perspective of current rural financial development, the policy effects are mainly manifested 
in the following areas: 
① In the development of rural finance in China, the various transaction activities carried out 
by farmers are optimised and improved. While effectively enhancing the management of 
agricultural economic and social development, it is also able to reasonably avoid the impact of 
risks arising in agricultural economic and social development, thus ensuring the development 
of rural finance in a specific direction. 
② In the process of developing rural finance, the aim of optimising and innovating the 
conditions for the economic and social development of agriculture has been achieved to a 
certain extent. This enhances the capital utilisation rate of various agricultural social efforts, 
thus effectively reducing the capital investment in the implementation of various production 
and business activities in agriculture, which also plays a very crucial role in improving the 
overall efficiency of agricultural finance. 
③ As we all know, the large amount of capital that must be invested in the development of 
agricultural production and business activities not only affects the smooth implementation of 
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investment activities related to agricultural production and business, but also has a great 
impact on the asset share of rural financial institutions. Under such conditions, the government, 
through the development of rural financial activities, can reasonably regulate the investment of 
funds in the process of rural production and business activities, thus improving the efficiency 
of the reasonable use of funds in the agricultural society. However, once the local government 
has imposed excessive restrictions on the financial structure of rural agriculture, the function 
of rural agricultural financial institutions will inevitably be affected. Therefore, in the 
development of rural financial institutions, the functions and structures of rural financial 
institutions should be effectively integrated under the active guidance of the local government. 
The overall objective of the development of agricultural rural financial institutions and the 
current local economic and social development needs to be organically integrated, and 
reasonable strategic objectives need to be proposed in accordance with the current level of local 
economic and social development to ensure that rural financial development is consistent with 
the national economic development strategy[4]. 

6. Conclusion 

In summary, there are fundamental differences in the development of rural finance in China 
over the ages. In addition, after the founding of New China, local Chinese governments attached 
particular importance to the development of agricultural finance. After studying traditional 
Chinese rural finance in terms of development pathways and selection stages, it is possible to 
judge the amount of development of traditional Chinese rural finance in various periods and its 
development and reform dynamics in Chinese rural finance, which in turn has changed the 
flaws of the traditional rural finance development model, thus enabling the construction of 
modern rural finance to gain the support of various institutions across the country, and thus 
providing a A reasonable basis for reference. 
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