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Abstract

Household contract system in rural China not only provides an effec-
tive stimulation mechanism for the microeconomic agents but also pushes
farm households to the market frontier and makes them face various po-
tential risks independently. However, weak individual farm households
can neither respond to the market risks nor satisfy the consumers’ needs
effectively nor deal with the benefit loss caused by asymmetric market
powers. In such a background, farmer specialized cooperative as an in-
stitutional arrangement for organizing farmers into market is deemed as
one of effective ways to promote agricultural development, increase
farmers’ incomes and promote harmonious urban and rural development.

Since 1980s, farmer specialized cooperatives have been rising and
developing in China. After entering 21st century, in many areas of Chi-
na, especially in Zhejiang, farmer specialized cooperative has become a
noticeable new force. On one hand, it changes the operation models of
farmers and organization structure of agricultural industry; on the other
hand, it also brings about the institutional arrangement issues for the co-
operative itself. The main questions concerning the institutional arrange-
ment of are as follows: (1) Is there any survival room for farmer spe-
cialized cooperatives? (2) How do the various cooperatives operate?
The following questions can also derive from the last question: Why
farmer specialized cooperatives in China usually adopt a developing way

depending on the external force? What are the places of the investors,
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operators and patronizes in the ownership structure of the existing farmer
specialized cooperatives? Who and what benefit groups can benefit from
the development of cooperatives and what are their way of making profits
and shares? How about their future development? When the dim defini-
tion of property right of cooperatives is universally criticized by econo-
mists, how to define the property right of farmer specialized cooperatives
in China? Have cooperatives established comparatively perfect govern-
ance structure? Whatte the features of principle — agent relations of co-
operatives? What factors affect the above institutional arrangement of co-
operatives?

The core of the paper is to use the concerned theories of new insti-
tutional economics to answer the above questions. Answers to all the
questions are based on the general theories of cooperatives and with the
full consideration of the factors such as small production scale, diversi-
fied operation and strong heterogeneity of farm households in China.
Based on the logical order of the researches on modern enterprise theo-
ries and the data from my field surveys, the paper consists of eight
chapters. Chapter One is an introduction, including the research back-
ground and foundation,- research objectives, logical framework, re-
search contents and methodologies. The chapter also defines clearly
some confused concepts on farmer specialized cooperatives and identifies
the research objects of the paper. Chapter Two reviews literature on co-
operatives and introduces the achievements and latest development of co-
operatives within and outside China. Each of the remained chapter basi-
cally focuses on one aspect of the institutional arrangement of coopera-
tives to achieve a full understanding of the institutional arrangement of
farmer specialized cooperatives in China.

Chapter Three is on “nature of agricultural cooperatives and growth

room for farmer specialized cooperatives in China”. This chapter uses
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the theories on transaction cost and collective action to discuss the fron-
tiers of agricultural cooperatives and enterprises as well as the possibility
of development of farmer specialized cooperatives in the agricultural de-
velopment environment in China. The chapter points out that agricultur-
al cooperative is an institutional arrangement of transaction cost saving,.
However, cooperative can only be used in the field with comparatively
higher asset specificity, stronger degree of information asymmetry,
higher transaction cost caused by serious externality. The organizational
cost within the cooperative restricts its development. Small production
scale and diversified operation of farm households in China restrict the
development of cooperatives. But the circulation of farmland and devel-
opment of labor — intensive agricultural industry create a few major pro-
ducers, which makes the development of farmer specialized cooperatives
become possible.

Chapter Four is on “ownership structure as the basis of agricultural
cooperatives; theoretical models and changes of ownership structure of
international agricultural cooperatives”. The chapter sums up the main
opinions on the allocation of enterprise ownership, puts forward the
model on the ownership structure which is a basis for agricultural cooper-
atives based on Yang Ruilong and Zhou Ye’ an’s theories on ownership
structure of enterprises, and explains thé rationality of ownership struc-
ture of traditional agricultural cooperatives and the evolution of ownership
structure of cooperatives.

Chapter Five is on “ownership structure of farmer specialized coop-
eratives in China: empirical study of Zhejiang”. This chapter is the ex-
tension of Chapter Four. Taking Zhejiang as an example, it describes
the characteristics of farmer specialized cooperatives in China based on
the survey data and predicts the evolution trend of the ownership struc-

ture of farmer specialized cooperatives in China. P Chapter Six is on



