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Abstract

“A Company + Farmers” is a typical alliance mode between partners in the
process of agricultural industrialization. The default rate of the merchandise con-
tract of the alliance reaches up to 80 percent in practice, which does not help
farmers to sustainably increase their income. Therefore, the alliance stability in
agricultural fields has caught the attention of government and agricultural econo-
mists.

Franco first revealed the instability of the alliance. However, the instability
of the alliance has been ignored by theorists until the 1990s. Inkpen and Beamish
precisely defined the instability of alliance as the instability of union that is an
accidental suspension of insufficient planning or careful consideration of one side
or more. They further argued that such concept is different from the dissolution or
clearing after the coalition of parties have agreed, and that its opposite side is the
concept of stability.

The foreign study on alliance stability that concerns its reasons and effect
believes that asset specificity, relationship quality, environmental uncertainty,
and power are the main factors that influence alliance stability. However, we did
not explore the relationship between alliance performance and alliance stability
further. Most scholars assume that the alliance with high performance is equal to
its stability. However, this assumption is not strongly supported by empirical

research.
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The study of alliance stability in contract farming from the perspective of
performing commodity contracts agrees that compliance with contract means a
stable alliance, and the breach of contract means an unstable alliance. This
deduction is also supported by agricultural economists. Foreign scholars will give
more attention on developing countries ( Brazil, Mexico, South Africa, Poland,
and so on) if the issue is about adhering to the contract of agricultural prod-
ucts. Research indicates that reputation and specific investment significantly influ-
ence the improvement of compliance rate. The same is true in China, where
thinking asset specificity, market uncertainty, and credit and contract terms
affect the cooperative compliance rate of an organization. However, the existing
research is based only on theoretical and single case level for the alliance compli-
ance issues to be significant. It lacks empirical research on companies and farmers.

This study compensates for the shortcomings of study abroad and regard the
alliance performance as an entry point, and construct the framework of “power-
trust, relationship commitment - alliance performance-alliance stability” based
on resource dependence and social exchange theories. Selecting agriculture lead-
ing enterprises and farmers who are under the framework of agriculture industriali-
zation for the survey, using empirical research methods to study and test the rela-
tionship among the variables to explore compliance factors of agricultural leading
enterprises and farmers. Promoting the practical and theoretical development of
agricultural industrialization in China is very important.

The results are shown as follows. (1) Different types of economic power
impact trust in different ways, indicating that reward power has not significantly
negative influence trust but coercive power to trust is significantly negative. Non-
economic, expert power and legitimate power are positively associated with
trust. Therefore, the use of non-economic power can strengthen the identification
of companies or farmers, devotion to solve problems, and formation of a good co-

operation atmosphere. Meanwhile, the use of coercive power increases the costs
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and will inevitably reduce the trust of the company and farmers, thereby increasing
their channel conflict and causing business philosophy to be opposite. Therefore,
the company or farmers should avoid using coercive power during collaboration.
(2) The relationship between company’s economic power and farmers’relationship
commitment is insignificant and has a positive effect when a company uses econom-
ic power on farmers. The effect on relationship commitment is significantly positive
when non-economic strategy is used. When farmers use economic power on the
company, the effect between reward power and relationship commitment is insig-
nificant. Moreover, a positive influence exists to a certain degree. Meanwhile,
the effect between the coercive power and relationship commitment is signifi-
cant. Farmers can use expert power in the collaboration process to affect the rela-
tionship commitment of the company. (3) Trust has a positive effect on relation-
ship commitment. Specifically, trust can promote recognition and internalization
of the value of the cooperation partner, significantly affecting the long-term direc-
tion of the cooperation, instead of it leading to an external rewards and benefits
calculation. (4) Trust has a significant positive relationship with alliance per-
formance, a relationship caused by the significant positive effect between trust
and increasing income and decreasing cost. Hence, we should foster trust
between a company and the farmers to increase alliance performance. (5) Rela-
tionship commitment has a significant positive effect on alliance performance when
cooperation is achieved. This finding indicates a significant positive relationship
between relationship commitment and increasing income and decreasing cost.
(6) It is a significant positive effect for the alliance performance on the union
stability. The probability that partners will withdraw from the union will be
reduced when the union continues to create value for partners.

This study integrates multiple disciplines and knowledge on contracting farm-
ing. Thus, this study provides interdisciplinary, multi-angle insight, and under-

standing, thereby enriching and deepening the alliance partners’ theoretical
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system of contracting farming. Specifically, the innovations of the study are as
follows ;

(1) This study investigates and empirically demonstrates a positive correla-
tion between alliance performance and alliance stability from the perspective of
companies and farmers. This study compensates for the lack of empirical research
in this area. Income increase is the first factor that has a positive effect on alliance
stability, followed by cost reduction. This result means that companies or farmers
feel that income increase is more sensitive than cost reduction, and verifies that
alliance performance will be rationalized from the perspective of income increase
and cost reduction. Transaction cost theory is limited in that cost saving is consid-
ered whereas value creation is ignored. Thus, considering value creation from a
resource perspective is necessary, and the evidence shows that the integration of
the two perspectives is more effective. Starting from the alliance performance is
helpful to seize the essence of partnership stability of contract farming. (2) This
study explores and demonstrates the positive relationship between trust and rela-
tionship commitment of alliance performance from the perspective of companies
and farmers. Domestic scholars from case study only proposed that the relationship
governance in the closed Chinese rural is more effective than a formal contract to
constrain the opportunistic behavior and promote self-executing transactions to
improve alliance performance. Thus, the present study compensates for the lack
of empirical research. (3) This study empirically demonstrates the necessity of
dividing power into economic power and non-economic power. The evidence shows
that the use of power is a “double-edged sword. ” Specifically, the use of power
results in negative effects as well as positive effects. In practice, the company
and the farmers can avoid using coercive power and should use expert and legiti-

mate powers to affect each other.
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