
British Journal of Economics, Finance and Management Sciences 1 October 2018, Vol. 16 (1)   © 2018 British Journals ISSN 2048-125X   Rural Banks Contributions to Rural Development in China: A Case Study of Tongren Stephen Bannerman1, Gang Fu1*, Qiaoling Zhang1  1College of Management, Sichuan Agricultural University. Chengdu, China.    *Corresponding Author: Gang Fu. E-mail:fugang96@sicau.edu.cn Abstract This paper examined the relationship between banking and rural development at the community level in China with much focus on the major contribution by rural banks in Tongren rural communities and further explain the perception of the rural dwellers on the role of rural banks as facilitators of rural development. The rural banking sub-sector has become a growing and a vibrant part of the whole banking industry and in China’s economy as a whole. In addition to the disbursement of credit facilities, rural banks have also, assisted with employment and has built the habit of banking in the rural dwellers.Research questionnaires were developed and distributed to a sample of 304 respondents, representing the banks customers in mostly farmed areas. Evidently, review from the findings suggestedthatalmost all the indicators which sort to explain the contributions from the banks and the benefits to the customer were satisfactory despite few respondents who indicated dissatisfaction and neutrality to the interest rate, educational supports, business advisory,and overdraft facility. The study concluded by the recommendation to the government and policy makers to clearly define the roles of rural banks in the rural communities with respect to their various contributions towards rural development. Keywords: Rural banks, Rural development, China  1. Introduction China’s vast rural areas and lesser known cities have become a focus of attention both for China’s banking industry and foreign banks. A major signal of this trend came in 2010, when AgBank of China, one of the country’s major banks, made an IPO that became known as the manna from heaven for the nation’s western rural regions (Subrahmanyam, 2011) .According to Li and Xiao (2017), China has a rural population of 900 million current. This growing trend has significantly encourage Banco Santander to agree to take a 19.9 percent stake in a joint venture with China Construction Bank Corp in order to provide banking services outside China’s major cities, according to The Wall Street Journal (2010).  



British Journal of Economics, Finance and Management Sciences 2 October 2018, Vol. 16 (1)   © 2018 British Journals ISSN 2048-125X   China’s rural-urban wealth gap has been an issue of concern, with the average annual income for a rural worker around RMB 5,150 ($750) while those in the cities earned RMB 17,180 ($2,510) on average in 2009. Despite China’s rapid urbanization, particularly in coastal provinces, the majority of China’s total population still lives in rural areas. According toGopalan and Rajan (2010).Although China’s banking and financial markets have undergone significant reforms in the last two decades, its rural banking market remains relatively underdeveloped and to address this situation, the Chinese government has focused considerable attention on increasing access to financial services in rural areas through policy initiatives such as easing market-entry requirements and creating new incentive mechanisms. These policies has seen many banks migrating to the rural areas and undertaking various financial services.There is an ongoing debate about whether there is a connection between financial development and economic growth or whether there is a causality and if so in what direction, is it the financial development that induces economic growth or financial development merely follows economic growth. If that is the case, then China can be an exceptional interesting aspect of this discussion, because it has managed to develop very fast although the country is considered to have weak financial institutions and also counted among the developing countries. Four types of financial institutions mainly servicedChina’s rural banking market, a large commercial bank; a postal savings bank; a policy bank; and small and medium sized rural financial institutions .The major players mostly focused on the rural banking market, small and medium-sized rural financial institutions which collectively account for the lion’s share of the market in terms of number of rural banking institutions. This study specifically seeks to analyze the impact of rural banks on the rural development and eventuallyexamines the contributions by rural banks to the rural development.  1.1 Brief Overview of the Study: Tongren Tongren is a Municipality which has population of 4.2 million as at 2014 and it is a prefectural city located in northeastern Guizhou Province also has a total population of 35 million, World Bank, 2014. Tongren comprises of six (6) districts, three (3) counties and one (1) county-level city. Tongren’s GDP per capital was less than USD 2,000, making it one of the poorest municipalities in Guizhou Province. About 25 percent of the Tongren population’s annual income falls below the national poverty line 2014. This poverty may be partially attributed to Tongren’s geography or geographical location, where more than 96 percent of its 18,000 square-km area comprises hilly and mountainous terrain. To overcome these topographical barriers to development, the Guizhou Provincial Government and Tongren Municipal Government have been focusing on improvement of the rural road network through the 12th Five-Year 



British Journal of Economics, Finance and Management Sciences 3 October 2018, Vol. 16 (1)   © 2018 British Journals ISSN 2048-125X   Plan. Presence of rural banks and their various contribution has help change this trend and will continue to do more.  1.2 Rural Development Defined Many issues arises in finding a common and acceptable definition for rural development since there is no universally accepted definition of rural development. According to (Clark, 1997), any critical discussion on this issue must begin with the acknowledgement that, as yet, we have no comprehensive definition of Rural Development .The term is used differently in divergent contexts or situations, in the 1960’s, development became synonymous with technological improvements and rapid economic growth (Rostow, 1961).  As a concept, it connotes overall development of rural areas with a view to improve the quality of life of rural people.  As a phenomenon, it is the result of various physical, technological, economic, socio-cultural and institutional factors.  As a discipline, it is multi-disciplinary in nature which represents an intersection of agricultural, social, behavioral and management of sciences. According to Wikipedia 5 June 2018 edited issue, rural development can be define as the process of improving the quality of life and economic well-being of people living in rural areas, often relatively isolated and sparsely populated areas, and sees it to be one which has traditionally centered on the exploitation of land-intensive natural resources such as agriculture and forestry. Collins English Dictionary also define it as social or economic activities or initiatives designed to improve the standard of living in areas far away from large towns or cities.Rural development is a strategy designed to improve the economic and social life of a specific group of people - the rural poor. It involves extending the benefits of development to the poorest among those who seek a livelihood in the rural areas, World Bank, 2018. Moreover, Stands4 llc, 2018.Noted thatrural development generally refers to the process of improving the quality of life and economic well-being of people living in relatively isolated and sparsely populated areas. Rural development has traditionally centered on the exploitation of land-intensive natural resources such as agriculture and forestry. However, changes in global production networks and increased urbanization have changed the character of rural areas. Increasingly tourism, niche manufacturers, and recreation have replaced resource extraction and agriculture as dominant economic drivers. The need for rural communities to approach development from a wider perspective has created more focus on a broad range of development goals rather than merely creating incentive for agricultural or resource based businesses. Education, entrepreneurship, physical infrastructure, and social infrastructure all play an 



British Journal of Economics, Finance and Management Sciences 4 October 2018, Vol. 16 (1)   © 2018 British Journals ISSN 2048-125X   important role in developing rural regions. The main aim of the study is to analyze the relationship and contributions made by various banks into the rural economy of China with much light on Tongren city.  1.3 Rural Banks Characteristics Rural banks mobilize of funds from their customers and that has been the major mode of their operation in the form of saving deposits, time deposits as well as current account deposits. Some of the banks force savings on customers as a means of mobilizing financial resources which are often used as security for credit delivery. Customers of the banks are groups and institutions within its operating areas or individuals. Rural banks in China including rural commercial banks, rural credit unions, and rural cooperatives. They are the largest group of lenders to farmers and agriculture industry, with the biggest branch networks in the rural areas. The banks also work with customers who are non-resident residence of its functional areas. Provision of short-term credit facilities to eligible customers on demand, granting of advisory services, project management which has been part of activities of rural banks in the rural communities. In many cases, loan facilities are not secured with immovable properties as compared to that of the traditional banks. Instead, they use social collateral or group liabilities together with compulsory savings. Hence, these Rural banks are free to extend any amount of credit to their customers subject to the relevant provision in the banking laws as well as the good credit standing of the customers but a requested amount which goes beyond the prescribed limit will be referred to higher authorities for further analysis, mostly to the state. 1.4 Rural Banks Objectives The effectiveness of local-level planning for rural development mostly rely on the power of decentralization of planning, administration,decision-making and budgeting to the rural inhabitance. A substantial of decentralization as a measure to the local levels in a country involve the reinforcement of local level government and other developmentalinstitutions. Increase production, employment, equal distribution of income and focus on the rural poor has been major goals of most rural banks. Most effective tool used in achieving this has been Local-level planning in translating these objectives into concrete programs in a local area, this planning has its great advantages, when it is carried out within the needed unit, since it would enable the identification of the basic inter-relations betweendifferent components of rural development and help in evolving the most appropriate strategy suited to each area and also providing the flexibility needed to modify those programmes.   



British Journal of Economics, Finance and Management Sciences 5 October 2018, Vol. 16 (1)   © 2018 British Journals ISSN 2048-125X   2. Related Literature Review Different types of banks exist in China and are all offering various forms of services to the economy. China’s economy comprises of many varieties of business establishment and almost all these forms of establishments required different kinds of financial assistance to be successful. Despite decades of efforts and experimentation in banking, the organized financial sector is still not able to bridge the credit gap in the rural sector. The lower levels of per capita income, lack of infrastructure in the rural areas, focus in the urban sector and lack of proper connectivity are the main hindrances for Rural Banks to venture into the rural areas (Vallabh and Chatrath, 2006)Hence funding for the majority of businesses in the country is expected to be sourced primarily from banks and not through financial markets (Gochoco-Bautista, 1999; Asian Development Bank, 2007).Five broad functions provided by the financial sector that reduce information, enforcement and transaction costs were identified, namely (a) production of information on investment projects and capital allocation; (b) monitoring and effective corporate governance; (c) trading, diversification and management of risk; (d) saving mobilization (e) easing the exchange of goods and services, Levine, 2005. According to Wachtel, 2003, Demirgüç-Kunt and Levine, 2008, Countries with better developed financial system tend to grow faster. (Rodriguez-Fuentes, 1998; Carbo Valverde and Fernandez, 2004; Guiso et al., 2004) on their studies assess the link between financial and economic development at the regional level and highlight the influence of local banks in developed countries (Collender and Shaffer, 2003; Usai and Vannini, 2005; Hakenes et al., 2009). When testing the influence of the expansion of the rural branch network at the state level in India over the 1961-2000 period, Burgess and Pande, 2003 and 2005, highlight an increase in the per capita output and a reduction in rural poverty. Such a positive effect on less-developed rural areas in India is confirmed at the district level during the 1990s by Kendall, 2009.A World Bank (1987) policy paper on rural development noted that the transfer of people from agriculture to high yielding pursuit has been slow and poverty prevails in the rural areas.  3. Methodology of the Study    3.1. Design of the Research  Descriptive survey method which is often regarded as a type of quantitative research,  employ a careful description of  phenomenon in question which begins with a theoretical or applied research problem, and conclude with empirical measurements and data analysis (Creswell, (15)). The research design of the study engage descriptive survey method with the main purpose to collect original data for describing or 



British Journal of Economics, Finance and Management Sciences 6 October 2018, Vol. 16 (1)   © 2018 British Journals ISSN 2048-125X   measuring the attitudes and orientation in a large population (Babbie, (16)). It is relevant for this study in order to investigate the actual contributions made by rural banks in the rural communities of Tongren. This method allowed the researchers to ask many questions at one time, measure many variables, and test hypotheses in a single survey.  3.2. Population and Sample Size of the Study Sauders et al. (17), for any research analysis to merit significance in statistical decision making, the sample size should be 10% or more of the population. The study target farmers and SMEs or small privately owned companies in Tongren as population for the research, where these populationlive and work in the community. Hence, the target population of the study was estimated at three hundred and four customers (304) comprising two hundred and thirteen (213) farmers and ninety one (91) small and medium size enterprises (privately owned companies) in the community during the period of the study.  The researcher finally decided to use all the three hundred and four customers of the bank as one sample size for the study considering the size of the target population for this study. Oppenheim’s [18] argue that a sample size must be 60% or more in order to warrant generalization of a study.  3.3. Data Collection and Data Source The study engage primary data collection process specifically questionnaire, observation and interview as its source in obtain its first hand information. This was through the use of questionnaire adopted by Asante [13] as a major focus. However, experts in this field was also employedas research instrument to validate and review the data content to obtain a critical assessment of the instrument in terms of appropriateness and adequacy. The instrument content was further cross-checked with the research objectives to ensure it contains all the areas significant for the study. Questionnaires were distributed to all the targeted population necessary for the study to acquire the expected information on the exact rural banks contributions to the rural developments.  3.4. Methods of Data Analysis  Statistical Package for Social Sciences (SPSS) version 22; a research analysis tool was used to analyze the results of this research. With the help of this tool, frequency, percentage, and correlation were used for data presentation and analyses.  
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Table 4.1: Demographic Characteristics of Respondents (Socio-economic)  N % 

Sex 

Male 117 38.5 Female 187 61.5 Total 304 100 
Age Group 

20-35 66 21.7 36-45 58 19.07 46-55 122 40.13 56-65 28 9.2 ≥ 65 30 9.9 Total 304 100 
Educational Level 

 
 
 

Primary 93 30.6 Secondary 103 33.8 Tertiary 68 22.1 Others 40 13.15 Total 304 100.0 
Occupation 

Farming 168 55.2 Private Enterprises Others 95 41 31.2 13.6 Total 304 100.0 
Source: Field survey data, 2018  4.1.1. Sex Respondents Table 1 statistically indicates that 38.5% of respondents were males as against 61.5% of females which were obtained from 117 males and 187 females’ percentages respectively making gender inequality valid in this study. Hence responds from sex assisted the researcher to avoid gender disparity.  4.1.2. Age Respondents Table 1 continue with age respondents, where 122 (40.13%) are between the age range of 46-55 years, closely to that was between 20 -35 years represent 66 (21.7%). Furthermore, 58 (19.07%) fall within the age scope of 36-45 years and also 60 years and above were 30 representing 9.9%. The survey on age ends 



British Journal of Economics, Finance and Management Sciences 8 October 2018, Vol. 16 (1)   © 2018 British Journals ISSN 2048-125X   with28 respondents represent 9.2% of the population, which were between the ranges of 56-65 purposely to differentiating between different categories of respondents. Moreover, the greater part of the agerespondentswere in the range of 46-55 yearsrepresenting majority of the respondents. This signifies that the study is reliable with the active working group.  4.1.3. Education Level Table 1 again shows statically the analysis of the education level of the respondents. It was found that 93 of the respondents constituting 30.6% had primary education, 33.8% (103) also had secondary education. 68 represent 22.1% had tertiary education. Moreover, the study noticed that 13.5% (40) which signifies that larger population of the study are well educated and knowledgeable. 4.1.4. Occupation Table 1 ends with 168 representing 55.2% of the respondents as farmers, 95 which is 31.2% owns their private enterprises and 41 which is 13.6% engages in others businesses in the chosen area of the study. Larger population from the gathered data means majority of the workers are found in the farming sector and engages the service of these rural banks.               
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Source: Field survey data, 2018 This section seeks to unravel the satisfaction level among the respondents and with respect to service of loan provided by the rural banks. The study asked to know their satisfaction level with the service and find out that 187 and 64 respondents which is 61% and 21% respectively fromthe total population were very satisfied and satisfied with loan service of the rural banks. The study went further to find out about   Level of customer’s satisfaction with the rural banks services  Bank Customer Benefits Very   Satisfied  Satisfied  Very  Dissatisfied Dissatisfied      Neutral  N % N % N % N % N % Loan service 187 61 64 21 35 11.5 18 6.5 0 0.0 Farm equipment support 88 28.9 96 31.5 73 24 47 15.6 0 0.0 Overdraft support  153 50.3 58 19 43 14.1 46 15 4 1.6 Business and marketing advice 196 64.4 61 18.8 29 9.5 12 4 3 3.3 Child education support 76 25 43 14.1 98 32.2 68 22.3 19 6.40 Irrigation and farm road construction.  111 34.2 79 25.9 73 22.5 41 17.4 0 0.0 Interest rate.  65 21.3 97 31.9 102 33.5 35 11.5 5 1.8 Community support system.  137 45 86 26.5 50 16.4 31 12.1 0 0.0 Depository mobilization.  54 16.6 72 22.2 121 39.8 57 21.4 0 0.0 Bank accessibility.  167 54.9 101 33.2 19 6.25 17 5.65 0 0.0 



British Journal of Economics, Finance and Management Sciences 10 October 2018, Vol. 16 (1)   © 2018 British Journals ISSN 2048-125X   those who are not also satisfied with same loan service and arrived at 18 respondents representing 6.5% of the total population, dissatisfied with loan services by the rural banks. While 35 also stated clearly that they were verydissatisfied, which is 11.5%. Moreover, when asked about the banks support with farm equipment, 88(28.9%) and 96(31.5%) respectively were very satisfied and satisfied with that support. In the same line, 73(24%) and 47(15.6%) respectively disclosed their very dissatisfied and dissatisfied with it. Further with the issue of overdraft, the study noted that 153(50.3%) and 96(31.5%) respectively represent those respondents who were very satisfied and satisfied with overdraft support of the banks, where slightly 43(14.1%) and 46(15%) indicates dissatisfied and very dissatisfied respectively leaving 4(1.6%) being neutral. However, some respondents were very satisfied and satisfied with the business s and marketing advice service by the rural banks and this have the figures of 196(64.4%) and 61(18.8%) respectively. 29(9.5%) and 12(4%) were very dissatisfied and dissatisfied with the same service while 3(3.3%) also remain indecisive.The banks also provides child educational support service to some of the clients and when asked 76(25%) and 43(14.1) respectively respond very satisfied and satisfied respectively to the service, 98(32.2%) and 68(22.3%) answer that they were very dissatisfied and dissatisfied respectively with that service, 19(6.25%) remain neutral.In addition, the study asked to know how the irrigation and farm road construction was helping the community, 111(34.2%) and 79(25.9%) were very satisfied and satisfied respectively, closely to that was 73(22.5%) and 41(17.4%) respectively who were very dissatisfied and dissatisfied with that. Banks interest rates on loans facility to the farmers had it that, 65(21.3%) and 97(31.9%) of the respondents were very satisfied and satisfied with interest rate while 102(33.5%) and 35(11.5%)were very dissatisfied and dissatisfied with that support. The researcher continues to find out from respondents their views about community support system by the banks and discover that 137(45%) and 86(26.5) respectively were very satisfied and satisfied with the support. 50(16.4%) and 31(12.1%) respectively were also very dissatisfied and dissatisfied with the banks community support system and thought the banks can do more. Depository mobilization is where the banks on receive cash from customers which often serves as guarantee for future loan support, and when asked banks opinion as a respondents, we learnt that 54(16.4%) and 72(22.2%) of the respondents were very satisfied and satisfied respectively, also 121(39.8%) and 57(21.4%) respectively were very dissatisfied and dissatisfied with that. The study ends with question on how the bank is easily accessible to the clients. 167(54.9%) and 101(33.2%) of the respondents respectively were very satisfied and dissatisfied with the bank locations, while 19(6.25%) and 17(5.65%) respectively very dissatisfied and dissatisfied, with the knowledge that the banks are not accessible to the customers. This result indicates 



British Journal of Economics, Finance and Management Sciences 11 October 2018, Vol. 16 (1)   © 2018 British Journals ISSN 2048-125X   that bank customers in Tongren are satisfied with most of the contributions and services such as loans, farm equipment support, overdraft facilities, business advisory service, irrigation and community support provided by the rural banks in the communities. This results confirm previous studies such asCrouzille et al, 2005 and wortsi et al, 2012. That rural packs have positive impact on rural development.  5. Conclusion and Recommendations From the preceding discussion and with respect to the findings, it clearly noted that most contributions or services from the banks such as loan service,overdraft support, business advice and marketing, irrigation and farm road construction, bank accessibility,community support and finally the interest rate remain satisfied among the respondents and can conclude that customers in Tongren are satisfied with the banks contributions in the community. This should not to forget that there are still more works needs to be done as the areas such as child education support and depository is highly dissatisfied. Much progress has been made with the financial inclusion especially in the rural area and among small and micro enterprises because it is at the top of the reform agenda by policy makers and for that matter this study like to also recommend to government and the policymakers, to (1) considerencouraging both the farmers and the rural banks to assist each other financially as one of the top agenda in achieving stable agricultural practice. (2)Banks role and required contributions in the communities must be made clear to them before they think of locating into the rural communities,in other to foster benefit for both parties. (3)Monitor, inspect, supervise and enforce the rural and community banks in accordance with relevant rules, regulations, and policies. References Asia-Pacific Water Forum. (2007). Asian water development outlook. Asian Development Bank. Babbie, E. R. (1989). The practice of social research. Wadsworth Publishing Company. BONSU KUFFOUR, P. H. I. L. E. M. O. N., DOMINIC WORTSI, R. O. M. E. O., ACQUAYE, E., OWUSU-ASANTEWAA, H. E. N. R. I. E. T. T. A., & AKOLOGO, E. (2012). THE CONTRIBUTIONS OF RURAL BANKS TO THE RURAL 
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