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Mechanisms and Prerequisites of Smallholders’ Loan Model Innovation of
Integrating Mortgage and Guarantee: Based on Three Cases of
Counter-guarantee Loans

LIU Xichuan JIANG Rumeng

Abstract: Seeking mortgage alternatives has long been the mainstream solution to address smallholders’ constrained access to loans.
A few of innovative cases of counter-guarantee loans in recent years provide new insights. From the perspective of integrating
mortgages and guarantees, this paper constructs an analytical framework of integrating mortgages and guarantees for smallholders,
under the assumption of “mortgage transformation - risk control”’. Through systematically analyzing three cases of counter-guarantee
loans with the framework, including Qiangmin Cooperative, Xingnong Cooperative and Jiafu Cooperative, this paper reveals the
mechanisms and prerequisites for the innovative loan model of integrating mortgage and guarantee for smallholders. Our findings are
as follows. First, structural integration and mutual relationship integration after introducing specialized farmers’ cooperatives result in
a small-scale collateral transfer market. It enables smallholders’ assets to be successfully transformed into collaterals that bank
recognizes the effectiveness of guarantee in the new guarantee relationship, and breaks the existing legal restrictions on collateral
disposal through the strong contract management capability of specialized farmers’ cooperatives. Second, the mortgage-guarantee
integrated loan model can utilize multiple relationships and compound governance to acquire valuable information, leading to more
effective information screening and loan monitoring and ensuring the credibility of disposition threats. Unlike most studies that
consider mortgage and guarantee separately, this paper argues that the loan model of integrating mortgage and guarantee, which
introduces agricultural specialized farmers’ cooperative between lenders and borrowers, can function more effectively in compound
governance.

Keywords: Integration of Mortgage and Guarantee; Counter-guarantee; Risk Control; Smallholders; Loans
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