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Abstract 

Since the middle of the 19th century, in order to promote the development of agriculture, 
western countries began to establish various forms of rural credit cooperatives, and 
establish different levels and forms of cooperative banks, forming a perfect rural 
cooperative financial system. The development of rural cooperative finance is inevitably 
faced with various risks, but the healthy development of foreign rural cooperative 
finance is mainly due to the scientific and effective risk management mechanism in all 
countries. This paper analyzes the risk supervision and prevention system of rural 
cooperative finance in Germany, the United States, France, Japan and other developed 
countries, and point out its enlightenment to the development of rural cooperative 
finance in China. 
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1. Introduction 

As early as the middle of the 19th century, Friedrich Raiffeisen, a German, founded the first rural 

credit union in the world in Rhine, and pioneered the rural small producer credit cooperation 

movement. Since then, in order to promote the development of agriculture, European and American 

countries have started to establish various forms of credit cooperatives, and set up different levels of 

different forms of cooperative banks, forming a perfect rural cooperative financial system. After more 

than 100 years of rapid development and innovation, rural cooperative finance has become an 

important part of the financial system, the main force of rural finance, and one of the economic pillars 

of the world [1]. The development of financial market is bound to face financial risks such as liquidity 

risk, credit risk, market risk and operational risk, and the development of rural cooperative finance is 

also bound to face various risks. The important reason for the healthy development of foreign rural 

cooperative finance is that all countries have scientific and effective risk management mechanism. 

This paper will analyze the risk supervision and prevention system of the development of rural 

cooperative finance in developed countries, and point out its enlightenment to the development of 

rural cooperative finance in China. 

2. Supervision and Prevention System of Foreign Rural Cooperative Financial 

Risks 

In the face of rural cooperative financial risks, all countries in the world formulate corresponding 

financial risk supervision and prevention system according to their basic national conditions, so as to 

ensure the healthy development of rural cooperative finance. The following is an analysis of the 

typical model of cooperative finance in developed countries, namely, the unit pyramid development 

model, the multiple compound cooperative financial model, the half official and half people mutual 

bank model and the financial risk supervision and method system of the agricultural cooperative 

combination cooperative financial model. 
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2.1 Risk Supervision and Prevention System of Unit Pyramid Development Mode 

As the birthplace and rising country of the world's cooperative financial organization, Germany, the 

representative country of the unit pyramid development mode, has relatively complete development 

of its rural cooperative finance. Germany has established a complete set of cooperative financial risk 

supervision and prevention system to promote the development of rural cooperative finance. 

(1) Establish a sound audit and supervision organization. Germany has national and regional audit 

supervision institutions, namely the National Federation of cooperatives and the regional audit 

Association. These audit and supervision institutions are equipped with more than 10000 full-time 

audit and supervision personnel, whose task is to audit and supervise all kinds of cooperatives. The 

content of audit supervision is very extensive, including not only the basic business conditions of 

deposits and loans of cooperative financial organizations, but also the management ability, business 

level, implementation of laws, regulations and industry systems of the managers of cooperative 

financial organizations. When problems are found in the cooperative financial organization, the audit 

supervision institution will put forward corresponding solutions and have the right to deal with some 

problems. This kind of sound audit and supervision institutions and strong audit and supervision 

behavior ensure the legal operation and healthy development of German cooperative financial 

organizations. 

(2) Establish a perfect liquidity compensation mechanism. The German cooperative financial system 

has established a perfect liquidity compensation mechanism, which ensures the liquidity of 

cooperative financial institutions and avoids payment risk. When the liquidity of local grassroots 

credit cooperatives is insufficient, the regional cooperative banks will give them liquidity support. 

When the regional cooperative banks are insufficient, the central cooperative bank will give them 

liquidity support. When the central cooperative bank is insufficient, the Central Bank of the United 

States will give them liquidity support [2]. 

(3) Establish a perfect credit guarantee fund system and deposit insurance system. Germany's 

cooperative financial system has established a credit guarantee fund system to make up for the 

financial losses of cooperative financial institutions and help those insolvent cooperative financial 

institutions. The local cooperative banks shall pay guarantee funds to the regional credit cooperative 

alliance every year, and the regional cooperative banks and the central cooperative banks shall pay 

guarantee funds to the national credit cooperative alliance in the amount of 0.1% - 0.2% of their credit 

assets. When the capital loss of a cooperative financial institution is large and there is insolvency, the 

guarantee fund is used to compensate for its capital gap. In order to help cooperative financial 

institutions survive the financial difficulties and ensure the safety of depositors' assets, Germany has 

established an existing insurance system. Participating in deposit insurance is a voluntary behavior 

of cooperative financial institutions, and the deposit insurance system is not mandatory for it. 

2.2 Risk Supervision and Prevention System of Multiple and Compound Development Mode 

The United States, the representative country of the development mode of multi compound 

cooperative finance, is the country with the best economic development and the fastest development 

of rural cooperative finance in the world. Its risk supervision and prevention system of rural 

cooperative finance is relatively sound. 

(1) Establishment of supervision and management organization of credit cooperatives. The 

supervision and administration institutions of credit cooperatives in the United States mainly include 

the National Bureau of credit cooperatives supervision and the state credit cooperatives supervision. 

The National Bureau of credit cooperatives supervision was established in 1978. It is independent of 

the central bank and specializes in the supervision of federally registered credit cooperatives. The 

National Bureau of supervision of credit cooperatives has six supervision branches, which are 

respectively responsible for the on-site and off-site inspection of credit cooperatives within their 

jurisdiction. The specific supervision functions of the national credit cooperatives Supervision Bureau 

are to manage and implement the act of the federally registered credit cooperatives, to supervise and 

inspect the federally registered credit cooperatives, as well as the central and state capital adjustment 
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and clearing centers, to manage and use the deposit insurance funds of the credit cooperatives. At 

present, there are 48 state credit union regulators in the United States, which are mainly responsible 

for the supervision and management of the credit union registered with the state government and the 

fund adjustment and clearing center. The board of directors is established by the national credit union 

regulatory authority and the credit union regulatory authorities of 48 states. The federal president and 

the state chief executive appoint the members of the board of directors of the national credit union 

regulatory authority and the state credit union regulatory authority [3]. The government does not 

provide financial support to the supervision and management institutions of credit cooperatives. The 

funds needed by the supervision and management institutions of credit cooperatives mainly come 

from the supervision fees paid by credit cooperatives and the investment income of deposit insurance 

funds. 

(2) Establishment of deposit insurance fund of Credit Union. In order to provide deposit insurance to 

the members of the Credit Union and to support the credit union with financial difficulties, the deposit 

insurance fund of the credit union was established in the United States. According to the relevant 

provisions of the Federal Credit Union Law of the United States, all credit unions registered in the 

federal must participate in the deposit insurance fund of the credit union, while those registered in the 

state voluntarily participate in the deposit insurance fund. At present, 98% of credit unions participate 

in the deposit insurance fund. The credit cooperatives participating in the insurance shall pay the 

insurance premium at 1% of the total deposit. When the insurance premium is insufficient, it is 

necessary to increase 0.08% of the total deposit as the insurance premium. The deposit insurance fund 

is audited by an independent accounting firm and guaranteed by the federal government without any 

tax. 

(3) Establishment of credit cooperative insurance group. The United States established the credit 

cooperative insurance group in 1935. Its main task is to provide various kinds of insurance for the 

credit cooperative and its members, such as loan protection insurance, disability insurance, loyalty 

insurance, property insurance and savings life insurance. At present, the credit cooperative insurance 

group provides more than 300 types of insurance for its members, and more than 90% of the credit 

cooperatives and members have participated in the group's insurance. Credit cooperative insurance 

group is a commercial insurance company, but it provides insurance services for credit cooperatives 

with the concept of low premium, low profit and mutual assistance, which ensures that credit 

cooperatives can get compensation for all kinds of capital losses. Credit cooperative insurance group 

plays an important role in risk protection and loss compensation for American credit cooperatives, 

and promotes the stable development of cooperative finance. 

(4) Making cooperative financial laws. Like all developed countries, the United States has formulated 

special laws to guarantee the development of rural cooperative finance. Because every state in the 

United States has legislative power, cooperative financial laws are relatively complete and numerous. 

After the federal Congress passed the Federal Credit Union Act in 1934, the States successively 

promulgated bills on credit unions. Although there are certain differences in these bills, they are 

basically the same in terms of cooperation theory and government support. 

2.3 Risk Supervision and Prevention System of the Development Mode of the Semi Official 

and Semi Civil Mutual Bank 

In order to ensure the healthy development of the rural cooperative financial system, France, the 

representative country of the semi official and semi civilian mutual bank system, has formulated the 

risk supervision and prevention system to adapt to the national conditions. 

(1) Establish a sound supervision and management system. France's agricultural credit mutual bank 

system has a sound supervision and management system, and implements the supervision and 

management at the central and local levels for cooperative entry organizations. The supervision and 

administration of the central agricultural credit bank belongs to the central level, while the supervision 

and administration of the Provincial Agricultural Credit Mutual Bank and the central agricultural 

credit bank belong to the local level. The central agricultural credit bank is the highest supervision 
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and management institution of cooperative financial organizations, which coordinates, supervises and 

controls the operation of agricultural credit mutual banks in each province. The local agricultural 

credit mutual banks and provincial agricultural credit mutual banks set up the board of directors and 

loan Committee, operate in strict accordance with the principle of credit cooperation, and implement 

democratic supervision and management [4]. 

(2) Establish double credit audit mechanism. In view of the characteristics of small agricultural loans, 

the French agricultural credit mutual bank system has established a dual credit audit mechanism to 

give full play to the information advantages of directors, solve the information asymmetry problem 

of financial institutions and borrowers, and prevent cooperative financial risks. The customer 

manager and the director of the business office of the credit mutual bank can have the right to approve 

the loan within a certain credit scope, but they need to be reviewed by the loan review committee 

composed of the directors of the grassroots cooperative, which can greatly reduce the degree of 

information asymmetry between the financial institutions and borrowers, and improve the security of 

the loan. 

(3) Establishing deposit insurance system. French agricultural credit mutual bank system has a perfect 

deposit insurance system, which requires all credit cooperative organizations to take part in insurance, 

so as to establish a mutual insurance fund to help the credit cooperative organizations with problems 

get through difficulties. 

(4) Establish a sound legal and policy system of cooperative finance. The perfect legal and policy 

system of rural finance can promote the development of cooperative finance. Therefore, the French 

government has established a series of laws and regulations to regulate the system of Agricultural 

Credit Mutual Bank, and has taken such policy measures as financial subsidies to guarantee the 

healthy development of its agricultural credit mutual bank system. 

(5) Establish self-discipline contract mechanism. In order to restrain the opportunistic behavior of 

agricultural credit mutual bank system and prevent financial risks, France has established a self-

discipline contract mechanism with its own characteristics. By virtue of its monopoly position in 

agricultural loans, the French Agricultural Credit Mutual Bank, when granting loans to farmers, 

requires the borrowers to follow a series of rigid constraints, so as to reduce the risk of loans. If these 

restrictions are not followed, farmers will lose their right to loan and will not get the discount interest 

offered by the government. 

2.4 Risk Supervision and Prevention System of Agricultural Cooperative Combination 

Development Mode 

As a typical representative of the cooperative financial development mode of agricultural 

coordination organizations, Japan's rural cooperative financial system has a perfect risk supervision 

and prevention system of cooperative finance, so as to ensure its stable operation. 

(1) Establishing deposit insurance system. In order to guarantee the deposit credit of the agriculture 

and fishery associations, Japan established the deposit insurance system in 1973, which was funded 

by the government, the central bank, the agriculture, forestry, China finance and the agriculture and 

fishery association system at a proportion of 25%. The deposit insurance system and the deposit 

insurance system of other financial institutions are basically the same in organizational structure and 

function, but its insured is only limited to the depositors of the Agricultural Association, and the 

farmers who deposit in the cooperative financial organization of the agricultural association do not 

need to pay insurance money to automatically become the insured object. When there are problems 

in the operation of the cooperative financial organization and the deposit cannot be cashed, the 

insurance institution directly pays the insurance money to the depositor, so as to protect the interests 

of the depositor from loss or loss. 

(2) Establishment of mutual assistance system. The mutual assistance system of Japan's cooperative 

financial system is established independently for strengthening credit business. It takes mutual 

assistance as its concept and is a guarantee insurance system complementary to deposit insurance 
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system. Different from the deposit insurance system, mutual assistance system is not established to 

directly protect the interests of depositors of cooperative financial institutions. It is established to 

prevent operational difficulties of cooperative financial institutions and maintain their normal 

business and credit. The mutual aid system needs funds from deposits absorbed by the cooperative 

financial organization of the Agricultural Association. According to the regulations, the cooperative 

financial organization shall reserve 10% of its deposits as special funds every year, and the central 

treasury of agriculture and forestry shall be responsible for the unified management and utilization.  

When there is a problem in the operation of a cooperative financial institution, the central treasury of 

agriculture and forestry provides it with emergency low interest loans to help it through [5]. 

(3) Establishing agricultural credit insurance system. Japan's agricultural credit insurance system is 

the most comprehensive and largest security system in Japan's rural credit insurance system. Its 

purpose is to ensure the interests of rural financial institutions in the financing process. One third of 

the funds needed for the agricultural credit guarantee system come from the government finance, and 

two thirds come from the cooperative financial organization of the Agricultural Association, the credit 

agriculture Union and the central treasury of agriculture and forestry. According to the system content, 

agricultural credit insurance system can be divided into two types: loss compensation and debt 

guarantee. The loss compensation of agricultural credit insurance system refers to that the third party 

(generally public institutions) guarantees the creditor's rights and debt contract between the 

cooperative financial institution and its borrower. When the borrower fails to perform the debt, the 

third party compensates for the loss of the cooperative financial institution. The debt guarantee of 

agricultural credit insurance system refers to that the borrower of a cooperative financial institution 

entrusts a special guarantee agency to guarantee its debt. When the borrower fails to perform his debt, 

the guarantee agency will repay the debt of the cooperative financial institution on his behalf. 

(4) Establishing legal guarantee. In order to ensure the stable operation of rural cooperative finance, 

Japan has established a sound legal system of cooperative finance. Japan has successively 

promulgated laws and regulations on the application and management of cooperative financial 

institutions, such as the law of the central treasury of agriculture and forestry, the law of the 

cooperative combination of agriculture, the law of the central treasury of agriculture and forestry, the 

law of temporary interest rate adjustment, and the order of the financial processing benchmark of the 

Agricultural Association, which specifies the business scope and authority of the rural cooperative 

financial institutions. The agricultural Coordination Group Introduction law and the central treasury 

law of agriculture and forestry are two comprehensive rural cooperative financial laws in Japan. All 

rural cooperative financial activities must be strictly observed. In order to better regulate rural 

cooperative financial activities, relevant departments also timely modify the relevant laws and 

regulations issued in accordance with the development of rural cooperative financial undertakings 

and changes in the macroeconomic and financial environment. 

3. Enlightenment of Foreign Rural Cooperative Financial Risk Management 

Foreign mature cooperative financial risk management measures have important reference 

significance for the establishment of rural cooperative financial risk system and measures in China. 

3.1 Establish a Complete Organizational System 

In order to prevent cooperative financial risks and improve its market competitiveness, developed 

countries have established a complete cooperative financial organization system. The cooperative 

financial organization system in developed countries is composed of three levels of organizations: 

Central, regional and grass-roots. The three levels of organizations hold shares from bottom to top, 

manage and serve from top to bottom, and there are usually only economic exchanges and no 

administrative affiliation between the three levels of organizations. These cooperative financial 

organization systems not only maintain the mutual independence of each cooperative financial 

organization, but also give full play to the joint advantages. At present, the organizational system of 

rural cooperative finance in China is not complete, only grass-roots credit cooperatives and provincial 
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credit unions, lack of central level cooperative financial organizations, and the existing credit 

cooperatives at different levels have many deficiencies in equity holding, capital flow and 

management. Therefore, with reference to the experience of the three-level cooperative financial 

organization system of developed countries, we should build a complete rural cooperative financial 

organization system, so that the cooperative financial organizations at all levels can also carry out 

necessary cooperation in financing, clearing, information exchange, talent training and other aspects 

on the premise of maintaining independent operation, so as to improve the operation efficiency and 

risk prevention ability of rural cooperative financial organizations [6]. 

3.2 Establish Democratic Management System 

The organization system with distinct levels and complete structure lays a foundation for the 

realization of democratic management of rural cooperative financial organizations. Therefore, the 

cooperative financial organizations in developed countries have relatively sound democratic 

management systems. All members of rural cooperative financial organizations enjoy the right of 

management, and they realize democratic management through members' Congress, board of 

directors and board of supervisors at all levels. After several rounds of reform, especially the reform 

of property right system and management system since 2003, the governance structure and 

management level of rural cooperative financial institutions in China have been greatly improved. 

However, at present, the democratic management system of rural cooperative financial institutions in 

China is still very imperfect. Due to the small number of shares held by members and the weak 

awareness of participating in management, the decision-making and management power of rural 

cooperative financial institutions remains In the hands of a few people, democratic management has 

not been realized [7]. Therefore, it is necessary for the development of rural cooperative finance in 

China to learn from the experience of developed countries in realizing democratic management, 

establish the member congress, the board of directors and the board of supervisors as soon as possible, 

and realize democratic management. 

3.3 Strengthen External Financial Supervision 

The historical experience of foreign rural cooperative financial development proves that, in addition 

to relying on its own internal supervision mechanism, the rural cooperative financial system also 

relies on perfect external supervision mechanism to prevent and control financial risks, to ensure the 

normal operation of rural cooperative financial institutions, so as to better support the development 

of agriculture and rural economy. Generally, rural cooperative financial external regulators are 

composed of central and local regulators. External regulators at all levels urge rural cooperative 

financial institutions to improve the property rights system, adjust and enrich various systems of 

internal management in accordance with the principles of cooperative economy. At the same time, 

strengthen the on-site supervision of rural cooperative financial institutions and the tracking 

supervision of high-risk rural cooperative financial institutions Step to prevent and resolve financial 

risks. 

3.4 Establish a Perfect Deposit Insurance and Credit Insurance System 

In order to ensure the safety of depositors' assets and make up for the capital losses of cooperative 

financial institutions, the state should develop a deposit insurance and credit insurance system for 

cooperative financial institutions. When the cooperative financial institutions have financial 

difficulties that can not meet the withdrawal needs of depositors, and the interests of depositors are 

damaged, the deposit insurance fund is used to help them get through the difficulties. When the 

borrower has financial difficulties and is unable to perform the debt, the credit insurance fund shall 

be used to make up for the capital loss of the cooperative financial institution. China's rural 

cooperative financial institutions, especially the grass-roots credit cooperatives, have small capital 

scale and limited operation and management ability. In the increasingly competitive market economy, 

they are prone to fund difficulties. It is urgent to learn from the mature experience of developing 

countries in deposit insurance fund payment, application and management to establish a deposit 
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insurance system to ensure the interests of depositors. The main loan object of rural cooperative 

financial institutions in China is farmers. Because farmers' income mainly comes from agricultural 

production which is easily influenced by the natural environment and their repayment ability is 

limited, it is necessary to draw lessons from the mature experience of developing countries in terms 

of payment methods, application and management of credit insurance funds to establish a credit 

insurance system to ensure that the interests of rural cooperative financial institutions are not Loss. 

4. Conclusions 

Through the investigation of the development mode and supervision system of cooperative finance 

in Germany, the United States, France and Japan, it can be clearly observed that western developed 

countries have established relatively perfect risk management system of rural cooperative finance, so 

as to ensure the healthy development of rural cooperative finance. At present, rural cooperative 

finance is the main force of rural finance in China, which shoulders the important task of serving the 

three rural areas. Because the reform of property right system and management system of rural 

cooperative financial institutions in China is still in the exploration stage, the whole financial market 

is not perfect, and the development of rural cooperative finance faces many risks. Foreign mature 

cooperative financial risk management measures have the following important reference significance 

for the establishment of rural cooperative financial risk system and measures in China: establish a 

complete organizational system, establish a democratic management system, strengthen external 

financial supervision, establish a perfect deposit insurance and credit insurance system, etc. 
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