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Theory and Practice on Innovation

of the Modern Agriculture Organization

——— Analysis of Developing the Subjects of Modern Agri-

culture of China with New Institutional Economics Theory

Abstracts

The problem of peasants®income and conflict between house — hold-
ing farm in small scale and large scale market all becoming serious under
the two backgrounds, new developing phase of agriculture of china and
internationalizing agriculture market. People try to solve the problem and
conflict in theory and practice. This dissertation regards innovation of the
modern agriculture organization and developing the subjects of modern
agriculture as fundamental path to solve these problems. The innovation
of modern agriculture organization is studied with New Institute Econom-
ics theory in this dissertation

Train of thought in this dissertation is composed of the following
steps, picking up the topic from the problems in realities and defining
the problem to solve in this dissertation, selecting the theory and meth-
ods used in this dissertation and forming the theoretical means and analy-
sis model, summarizing regularity in empirical study and draw the con-
clusion to solve the problem. The aim of this dissertation is to give an-
swers to three principal questions. What is the law of agriculture organi-
zation evolution? What is the modern agriculture organization of China?

What should be done to develop the modern agriculture organization of
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China? This dissertation is composed of three sections, problem, theory
and empirical study, including 7 chapters.

The first section including chapter 1 and chapter 2 is on the
problem analysis of the innovation of modern agriculture organiza-
tion,

“Preface” of chapter 1 is on why this dissertation selects the topic
of the innovation of modern agriculture organization. This dissertation de-
termines to research the innovation of modern agriculture organization by
analyzing the two backgrounds which stress the problem of agriculture,
rural and farm and commenting on several relative theoretical options.
The two backgrounds of the new developing phase of agriculture of china
and internationalizing agriculture market just are the surroundings of the
innovation of modern agriculture organization of China.

“The issue of the innovation of modern agriculture organization” of
chapter 2 is on what the issue of the innovation of modern agriculture or-
ganization is. Part 1 shows the changes of reference of government and
peasant are the situations of the innovation of modern agriculture organi-
zation, and list out various forms of agriculture organization already clas-
sified in practice. Part 2 simply states some research achievement on the
issue of the innovation of agriculture organization, status quo, and issues
needing to go on researching. Part 3. The issues to research in this dis-
sertation are fixed by defining several basic concepts, such as Organiza-
tion and Institute, Agriculture Organization, Innovation of Modern Agri-
culture Organization. Organization contains dual — content of role partici-
pating in institution and Institution standardizing conduct of people,
thus, innovation of modern agriculture organization is provides dual —
significance of developing the role of subject of modern agriculture and
innovation of institution. In the process with three rank orders including

policy level, organization level, operation level in which institution play
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role, mutually affecting relationship among institute, organization and
conduct subject can be observed. Observed in part and static state, agri-
culture organization is enterprise; observed in long period and dynamic
state, agriculture organization is institution standardizing profit relation-
ship among subjects.

The second section including just chapter 3 is on the theoretical
study of the innovation of modern agriculture organization.

“The theory of the innovation of modern agriculture organization” of
chapter 3 shows the basic theory and analyzing means, and finds the an-
swers in theory for the following two questions. What is the role of mod-
ern agriculture organization when it is regarded as modern agriculture
subject of modern agriculture? What is the key of the innovation of insti-
tution when modern agriculture organization is regarded as a institution.
Part 1. New institute economics theory will be used as basic theory in
this dissertation. Three basic concepts of New Institution Economics are
property rights, transaction cost and contract. Three kinds of analyzing
methods including static state, relative — static state and dynamic state
are separately used to analysis the performance of organization, compa-
ring of organization forms, Institution innovation. Part 2. Basing on ex-
pounding the three basic theory including property theory, transaction
cost theory and contract theory three important variables which effect or-
ganization and institution changes. These variables are government con-
duct, market system and technology. Part 3. Three theoretical models
are set up basing on the three kinds analysis methods including analyzing
of static state, relative — static state and dynamic state, and some ques-
tion are answered in theory. (1) The model GMT in which static state
analyzing is deduced out. The result of theoretical analyzing shows that
the modern agriculture organization is a tri — significance role , as politi-

cal subject, market subject and carrier of advanced agriculture produc-
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tivity force. (2) The model SCP in which relative — static state analyzing
is deduced. According the results of theoretical research on organization
form determined by its structure, various agriculture organizations can be
classified into 3 types including 6 kinds. (3) The dynamic state model
IRT of institution innovation is set up. According the results of theoreti-
cal study, the character of agriculture organization is determined by the
effects of government institution, market institution and agriculture tech-
nology. Government institution is the key to institution innovation.

The third section including chapter 4, 5, 6, 7. is on the empir-
ical study of the innovation of modern agriculture organization and
conclusions of the study.

“Study on the historical changes of agriculture organization of Chi-
na” of chapter 4 finds out the historical and theoretical logic of changes
of agriculture organization of China. Part 1, 2, 3. These kinds of agri-
culture organization including individual peasant household, agriculture
collective, peasant contract — households are studied in static state with
model GMT. In every period agriculture organization played different role
under different institute surroundings and effecting of agriculture technol-
ogy, engendering largely different performance, and result in that agri-
culture of China developed at three phase of increasing, fluctuating, in-
creasing. The effect of agriculture land policy and market mechanism
that depends on government institute play important role to every kind of
agriculture organization. The fundamental effect to agriculture organiza-
tion depends on that institution fits 1o the level of agriculture productive
in time or not. Agriculture organization as a kind of institution, its nu-
cleus is profit — increasing mechanism and interest — coordinating mecha-
nism. These mechanisms encourage subjects to try hard to product and
distribute, and provide requirements to them. Part 4. After three analy-

zing in static state, the logic of historical changes of agriculture organiza-
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tion of China is studied in the research in relative — static state. The log-

ic of evolution of agriculture organization contains the logic of government
conduct, logic of market economy and effect of agriculture technology.
In its historical logic, agriculture technology plays fundamental role. In
its theoretic logic, government institution plays key role.

“Modern agriculture organization of Japan development and compa-
ring with it of America” of chapter 5 tells what the modern agriculture
organization is, and how government act for it. Part 1. At a historical
view, in the process of modem agriculture organization of Japan develo-
ping, study the effect and influence of variables, such as government
policy (including agricultural land policy, farmers® income, organization
policy) , extent of market effect, character of agriculture technology,
conditions of resource endowment etc. After comparing with America,
,they give useful experience to develop subjects of modern agriculture and
raise competitive power of agriculture for us. Household farm is the sub-
ject of modern agriculture, and cooperative organization of farmers is
guarantee to make household farmer become qualified subjects, thus,
house ~ hole farm is provide with profit — increasing mechanism and in-
terest — coordinating mechanism. Government play role basing on giving
enough rein to market, and make agriculture develop keeping harmoniza-
tion with resource endowment.

“Practice of modern agriculture organization innovation in China” of
chapter 6 shows how about household farm development in china, and
how to develop the subjects of modern agriculture of China. Part 1. De-
fine the concept and characters of household farm in theory. In static
state,, study the effects of the variables which play important role in form-
ing of household farm, and analysis its structure and competence. Part
2. Describe the institutional characters, organizational characters, pro-

ductiveness of household farm by empirical evidences, and explain them
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with economics. Presently, the developing household farms are different
in character with peasants contract — household because their institutional
characters and organizational characters. The institutional characters is
composed of market — orientation, specialization, socialization, and the
organizational characters include modern technology, operation in scale,
enterprise — like management, enterpriser ~ like farmer. The household
farm has higher productiveness and transaction efficiency because of its
powerful encouraging mechanism and interest — coordinating mechanism.
Part 3. Safeguard land, shift land and exploitation land can separately
express the land resource conditions in traditional agriculture areas, ad-
vanced areas and less — advanced areas. Comparing with each other a-
mong household farms in the three types of areas, observe and study the
effect of variables, characters of household farms development and obsta-
cles to their development. Part 4. Draw conclusions from above empiri-
cal study. The first bind to household farm development is land scale,
and the amount of supply shift land is important. As modern productive
factors capital and enterpriser ability of peasant is bind too.

“Building institution system for household farm of China develop-
ment” of chapter 7 tells how government play key role to build profit —
increasing mechanism and interest — coordinating mechanism of house-
hold farms by supply institutions. The institutional system is composed of
the institutions in three rank orders. Firstly, in the policy rank, fair gov-
ernment policies including perfect market institution, fair agriculture de-
velopment policy. Secondly, in organization rank , organizational institu-
tions for transaction efficiency, including increasing ability to acquire re-
source and productive factors, such as land, labor force, capital and
technology, and building up cooperative organization of farmer. Thirdly,
in operation rank, encouraging institutions for productivity, including ef-

fective property rights, increasing profit and fostering enterpriser ability



