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Abstract

The scandal about the food quality&safety in food processing en-
terprises came up again and again due to the agri—food raw. And the
series of events such as the Melamine Scandal and Fuxi meat Event
had close relationships with the quality&safety of the agri—food raw.
This kind of quality&safety problem not only brings about large loss to
the enterprise, but also gives great harm on the health of people. As a
result, the quality&safety of the Agri—food raw has become the focus of
the society, and the related studies included government regulation,
information tracing system, credit mechanism construction, industry
organization restructure, and supply chain relationship management,
etc.. However, different from the above, this study came from the food
processing enterprise, and focused on its governance of the agri—food
raw supply, which is also the governance on the supply relationship
between the agri—food processor and agri—food producer. This study in-
sists the choice of governance mode is naturally the behavior of firm,
so the research based on the micro—level has more meaning. Therefore,
this project pays more attention to the governance mode choice of agri—
food raw supply by the food processor, and the strategic raw
relationship establishment and maintenance from the micro—level.

With the development of national economy and the improvement of
people’s living standards, dairy products increasingly has become a
kind of important nutrition food in People’s Daily life, especially for
infants and young children the milk powder is almost the major food.

China’s dairy industry gross value of industrial output also increased
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from 86. 257 billion RMB in 2005 to 187. 413 billion RMB in 2010,
and got its growth rate of 16. 79% ; its proportion of the national econo-
my was also improved, and its proportion of secondary industry in-
creased from 0. 99% in 2005 to 1. 06% in 2010, which was the highest
in recent years. Although during the 2008 melamine scandal the dairy
industry experienced a certain fluctuation, after a period of adjustment
the industry rebounded in 2010, and kept the growth momentum.

Based on the above importance of the dairy industry development in
our country, this study selected dairy enterprises as the main research
object. Furthermore, there are also the following considerations.
Firstly, there is a jargon in the dairy industry that raw milk is all over
the world. So for dairy companies, the investment governance of raw
milk will directly affect the final quality of dairy products. Secondly,
the industry’s strategic raw materials are more single, and the raw milk
is the core of its most important raw material, which accounts for
nearly 40% of the total cost of the raw material. Lastly, after dairy cri-
sis in 2008, for the quality and safety of raw milk, raw milk
investment mode has undergone major change in our country’s dairy en-
terprises, which provided an appropriate practice background for this
research.

Therefore, we focused on the dairy industry, chose the important
enterprises such as Yili, Mengniu and DairyUnited as our focus cases,
and took our survey in the Inner Mongolia, Xinjiang, Shandong, Jian-
gsu, and Heilongjiang, etc.. So the survey research was the major
method in this study, and the data were acquired by the following main
ways. Firstly, my graduate students and team members were organized
to visit the Dairy Association and the key dairy enterprises at Hohhot in
Inner Mongolia, and did some depth interviews with some dairy experts
and dairy enterprise executives. Secondly, I took part in the Chinese
Dairy Annual Meeting at Hefei and the Chinese Cows Annual Meeting
in Beijing in 2011, and conducted in—depth interviews with dairy in-

dustry experts and milk enterprise executives at the meeting. Thirdly,
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my two graduates were sent to DairyUnited and Yili to take a practice
for almost four months. Fourthly, we also invited CEO of Xinle Diary
company to give us a report, and made a discussion with him. Lastly,
we also participated in food safety investigation organized by Dalian
Government.

Based on our first—hand surveyed data, an extensive research de-
veloped from the two aspects: the first was the construction of strategic
supply relation of agri—food raw, and the second was the maintenance
of this relationship.

The construction of strategic supply relation is the basis of this
topic. For this we put forth the problem of the quality&safety of the
Agri—food raw coming from the two kinds of uncertainties such as be-
havioral uncertainty and environmental uncertainty. And based on
these, transaction cost theory and option transaction theory were com-
bined well, and the analysis framework for the agri—food strategic raw
investment was given. After our empirical test we drew a different con-
clusion that the main factor affecting the governance mode of strategic
raw milk supply was not the supplier’s opportunism behavior, but the
environmental uncertainties such as natural disaster, and disease out-
breaks etc. .

After the construction of strategic supply relationship, the stability
of this relationship still required to be maintained. For this, therefore,
the following study was finished. Firstly, the index of the strategic
supply relationship performance was made based on the core variable
such as quality&safety, and the effect of formal control and relational
control on the strategic supply relationship performance was also
tested. Secondly, we did the empirical test of the management control
on strategic supply relationship and firm performance to give a further
practical meaning of strengthening strategic supply relationship.
Thirdly, the typical relational governance mode in our dairy industry
such as the strategic alliance and its risk control mechanism were also

given by the cases of the strategic alliance between Yili and its

o B



Q srreauBHyXREERR

strategic supplier—DairyUnited, and the relational control mechanism
of Wenshi and its farmer suppliers. Lastly, considering the importance
of the governance regulation on quality&safety, the coping mechanism
with the government regulatory vacuum was established based on the

comparative institutional analysis and agency theory.

Key Words: Quality&Safety; Agri—Food; Strategic Supply; Rela-
tional Governance; Relational Control
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