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Collateral Competition: The Effect of Forest Rights Collateral on Rural
Households’ Credit

CHENG Junguo LIUCan LIUHao HE Jing

Abstract: This article uses the data from the fixed observation points of National Forestry and Grassland Administration and
investigates the impact of forest rights as collateral on the availability of rural households’ credit and loan conditions from the
perspective of collateral competition. The results show that forest rights as collateral improves the availability of rural households’
credit, increases the scale of loans, reduces the interest rate of loans and extends the term of loans. However, forest rights as weak
collateral have limited ability to control credit risk. Therefore, the mitigation of forest rights collateral has a different impact on
different groups of rural households. It is effective for the non-credit exclusion group, but ineffective for the credit exclusion group.
Further analysis shows that easing the restriction of forest rights collateral is effective for those who have other assets or guarantee
of collateral, which corroborates the above results. Rich forest resources in the region and the establishment of risk disposal funds or
forest rights reserve agencies can significantly improve the policy effect of easing the restriction of forest rights collateral. The above
conclusions indicate that in the context of the diversification of collateral in China’s rural financial market, it is necessary to consider
and improve the relative competitiveness of collateral to carry out collateral trials and reforms of various types of collateral systems.

Key Words: Collateral Competition; Forest Rights Collateral; Rural Household Credit; Availability of Credit; Loan Condition
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