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Since the mid—1990s, Chinds agriculture has been under-
going a process of fundamental structural transformation. One of
the characteristics in this process is the instability in farmers’ re-
al income and income expectations, which implies that farmers
are exposed more frequently to various risks ever encountered.
This book is a theoretical and empirical study on Chinas agricul-
tural risks and risk management in the transitional period, fo-
cusing on the variety of risks, the characteristics, and the un-
derlying factors influencing China’s current agricultural risks.
Based on this analysis, risk management tools and policies are
examined and recommended.

The characteristics of the transferability and uncertainty of
the environment of a transitional agriculture leads to a logic ana-
lytical framework that the agricultural risk is a function of a set of
variable matrix including the environment, the product specifici-
ty, and the organizational specificity of the agricultural sector.
Under this well justified framework, this book is organized into
two parts: the theoretical investigation, and the empirical
analysis of agricultural risks and risk management measures.

On the theoretical study, the book starts with an overview
of the literature and a general consideration of agricultural risks
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and risk management. Put in a single framework, the study ex-
amined the roles of institutions and organizations in agricultural
risks and risk management. The study shows that institutions
and organizations in agriculture are crucial to risks and risk man-
agement. The inherent imperfection of the institution and organi-
zation, and the bounded rationality of the decision — makers are
the profound causes of agricultural risks. In the transitional peri-
od of China’s agriculture, the uncertainty and transferability of
institutions reinforce the role of those risk factors identified pre-
viously. Risks in agriculture are generally associated with natu-
ral disasters, the market failure, the policy failure, and tech-
nologies and assets, of which, market risks are becoming pre-
dominant, and interconnected with institutional risks. There-
fore, the changing environment and institutions and organiza-
tions make agricultural risks more complex and the affecting
mechanism more complicated. According to this analysis, a
logic policy conclusion is to build up more powerful institutions
and organizations in agriculture to understand and control risks.
However, building up sophisticated institutions and organiza-
tions is definitely ‘at the expense of mounting operational costs.
Therefore, the equilibrium between acceptable risks and cer-
tainties is that the gain from controlling risks must be greater
than or equal to the cost of creating new institutions or organiza-
tions.

The empirical part is based on the sample data from ques-
tionnaire responses of agricultural operators in Guangdong. The
sample includes agricultural operators in different regions (the
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Pearl River Delta or PRD region, the Two Wings or the TW re-
gion, and the North region), different agricultural enterprises
(crops and non — crops, grain and cash crops), and different
organizational forms (farm households and agricultural firms).
This clasification of the sample is expected to reflect the diversi-
ty of the actual situation and to correspond to the theoretical
framework.

The empirical analysis generates expected results that con-
form to that of the theoretical findings. The conclusion shows
that there are enormous differences in agricultural risks and risk
management measures among regions, among organizational
forms, andamong enterprises. In general, the more developed
PRD region and the North experience fewer risks associated
with markets and technologies than those in the TW region.
This suggests that positions in the transitional period make a dif-
ference in agricultural risks: more developed the region is, the
more matured environments are encountered; and the least de-
veloped region mostly produces for themselves. The region in
between faces transitional effects: both a less perfect market
and a less efficient government, leading agricultural operators
exposed to more risks. Across regions, non — crop producers
face more market and technological risks, while individual farm
households are exposed to more risks than agricultural firms.
This implies that environments and organizations do affect agri-
cultural risks.

Though many factors are identified as affecting forces on a-
gricultural risks, more significant effects are found for the fac-
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tors associated with institutions, markets, and organizations
and technologies. Among these factors, more weights are found
with institutions, markets and organizations. Institution has
larger effects in poorer regions, on crops, particularly on grain
producers, and on ordinary farm households. Market has larger
effects on non — crops, and cash crop producers. The pattern
and level of agricultural organizations has more significant ef-
fects on poorer regions, crops and particularly on cash crop
producers.

Empirical results also support the conclusion about risk
management. In the transitional period, agricultural operators
in China have little tools for risk controls. They face less gov-
ernment protection, an emerging but extremely imperfect mar-
kets, and changing and uncertain institutions. Based on ques-
tionnaire responses, policies and measures for risk manage-
ment in China’s agriculture are recommended. These include re-
formulation of government agricultural policies targeting at pro-
tecting the environment and the underdog, and providing more
public goods for agriculture. Market development and reorga-
nizing farmers are more sustainable measures to control agricul-
tural risks in a longer run.

Keywords: agricultural risks; agricultural environ-
ment; institution; organization.
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