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Abstract

Abstract I

The rural specialized wholesale market is an emerging novelty in
China’s rural economic development, with previous novelties being the
Household Responsibility System and the township enterprise. Deter-
mined by inherent logic relations, the three novelties, advancing on
the whole successively, correspond to the reform and development of
primary industry, secondary industry and tertiary industry in China’s
rural economy respectively. The Household Responsibility System fo-
cuses on agricultural production, the township enterprise on rura} in-
dustrial production, and thus the rural specialized wholesale market on
the circulation and distribution of agricultural products and rural indus-
trial products. The rural specialized wholesale market is an institutional
innovation in commodity circulation against the background of China’s
economic restructuring, a new organizational form of circulation devel-
oped in response to the need of development of rural commodity econo-
my after the reform, and also a significant channel for connecting the
scattered rural commodity production and the great mérket demand.
Besides, it is an important carrier for market mechanism playing a
role.

The rural specialized wholesale market is a novelty in practice
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Abstract

with Chinese characteristics. Though there are many literatures and
materials concerned, systematic researches especially theoretical re-
searches on it are found to be few. Based on facts as well as an empha-
sis on combination of theory and practice, this research theoretically
explores the causes of formation, mechanisms of formation and devel-
opment, organizational and managerial modes, operation features, de-
velopment tendency and so on of the rural specialized wholesale mar-
ket, by comprehensively applying new institutional economics, devel-
opment economics, economics of commerce, information economics,
game theory and industrial organization theory, with a view to estab-
lishing a systematic research achievement concerning the growth law of
China’s rural specialized wholesale market while trying to solve doubts,
perplexities and problems arising in its development and thus con-
tribute to healthy advancement of the rural specialized wholesale mar-
ket.

Main contents and points of this research are as follows:

1. In respect of institution, the rural specialized wholesale market
is an induced institutional innovation. Developed in response to the
need of rural commodity economy, it has the basic reform of property
rights and the diversification of ownership as a premise, independently-
operating rural commodity producers pursuing realization of commodity
value and interests as a driving force, and making transactions better
organized and reducing transaction costs as an inherent requirement. In
respect of transaction attribute and contracting behavior, transactions
in the rural specialized wholesale market have the features of both clas-
sical contract and neoclassical contract, and as the market grows, the

features of neoclassical contract become clearer. Typical and standard-
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ized rural specialized wholesale market may be deemed to be a shared
but incomplete Trilateral Governance Structure. In respect of transac-
tion efficiency, the rural specialized wholesale market reflects the in-
herent requirement of reducing transaction costs. The rural specialized
wholesale market serves as a meeting place for buyers and sellers, so
the costs for finding transaction targets, price searching and transac-
tion negotiations may be immensely reduced, and a fair competition
created to prevent opportunist behaviors. Meanwhile, centralized ad-
ministration resulting from congregation of transactions contributes to
reducing the costs for supervision and administration, and enhancing
scale benefits of commodity circulation. Logic framework of the above
three theoretical explorations advances in order of from macro-analysis
to micro-analysis, and in respect of causality, the latter determines the
former in the given order, i.e., the requirement of reducing transac-
tion costs determines contracting behavior, and contracting behavior
does institutional arrangement.

2. As a whole, Chinas rural specialized wholesale market features
multi-levels of organizational forms and imperfection of market
growth. In accordance with different organizational structure and mar-
ket growth stage, the rural specialized wholesale market may fall into
-the three types of primary form, intermediate form and senior form.
The rural specialized wholesale market in primary form has no special
managerial bodies in strict sense and no special regulations and qualifi-
cation requirements for traders, with simple and crude facilities and
non-standardized transaction behaviors. The rural specialized wholesale
market in intermediate form has not only special managerial bodies,

but also a set of market regulations, with competent transaction facili-



ties, professional traders and standardized transaction behaviors. The
rural specialized wholesale market in senior form is an organizational
form of market growing to a maturity with complete facilities and stan-
dardized transaction behaviors, where managerial bodies and traders
grow to a high degree, and this kind of markets features up-to-date
management and transaction means.

3. Administrative bodies for the rural specialized wholesale mar-
ket are governments and functional authorities involved, and manageri-
al bodies are market operators. The principle of administration and su-
pervision for the rural specialized wholesale market is “Flexibility in
Good Order”, which necessitates legal means. At present, Chinds ru-
ral specialized wholesale market has single-investor or multi-investors
involving local governments, rural collectives, enterprises and individ-
uvals. Market management modes are also diversified, largely divided
into the two modes of non-commercial operation by the “Market Com-
mittee” and commercial operation by enterprises. Markets in non-com-
mercial operation are mostly funded by local governments, and their
managerial bodies are usually attached to local governments, which
mainly function as public facilities instead of profit-oriented ones. Mar-
kets in commercial operation are mostly funded by enterprises, or by
local governments originally but run on a commercial base, which
themselves are mainly profit-oriented with a concomitant function of
public facilities. Now managerial reform of China’s rural specialized
wholesale market is going towards a wide application of commercial op-
eration.

4. Asymmetric information is an important feature of the rural
specialized wholesale market, resulting from the followings. First,
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traders engaged in the rural specialized wholesale market have farmers
background largely, with less education, no much science & technolo-
gy knowledge and inadequate capacity for employing knowledge and
market information. Second, influenced by weak infrastructure of in-
formation in China especially in its vast rural areas, market information
usually spreads untimely and ineffectively. Third, most importantly,
commodities on the rural specialized wholesale market are mostly small
manufactured articles for daily use and agricultural products, low in
production standardization and scattered in production, thus the quali-
ties of commodities made with different technologies by different pro-
ducers vary greatly. Buyers are clearly in a disadvantaged position in
terms of an access to product information in comparison with sellers be-
cause there are numerous and complicated differences of products.
Market exchange is based on production division, and asymmetric in-
formation results in division and specialization while being one of the
roots of fraud and opportunist behaviors. An analysis with a game-the-
ory model shows that asymmetric information in the rural specialized
wholesale market leads to adverse selection which further results in in-
ferior quality and low price of commodities. Moreover, low income of
rural residents at present restricts the functioning of price mechanism
of guaranteeing quality to a certain extent because guaranteeing quality
under this mechanism relies on a price-premium. But the income level
of most of rural residents has not been high enough for them to willing-
ly pay a price-premium for commodities. Therefore, enhancing gov-
ernmental behaviors to tighten quality supervision and administration
remains the important means of keeping market transaction order and

improving market transaction performance at current stage.
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5. Industrial organization theory and development-phase theory
help reveal the general change law of organizational forms of commodi-
ty circulation as well as the law of development and change of the rural
specialized wholesale market. As an organizational form of circulation
featuring traditional markets, the rural specialized wholesale market is
mainly determined by China’s specific conditions and its rural economic
characteristics at current stage, coupled with low concentration of rural
commodity production. With economic development and industrial
concentration enhancement, organizational forms of circulation of most
commodities will gradually go towards cooperative marketing and pro-
duction & marketing integration. Yet as a whole, the SMEs-dominat-
ed township enterprise pattern in China and the household economy
featuring “Small Scale and Large Number” will exist for long. This
feature determiﬁés the potential for the existence and development of
China’s rural specialized wholesale market. The rural specialized whole-

. sale market mainly corresponds to a certain economic development
phase, so its rise and decline is inevitable. Nowadays the rural special-
ized wholesale market in China’s developed regions as a whole develops
at a lower speed while the market roles weaken relatively, and the ru-
ral specialized wholesale market in vast less developed regions has the
potential for great development. Unbalanced development of China’s
regional economies determines regional disparity and terraced advance-
ment of the rural specialized wholesale market. In terms of both re-
gional disparity and space transfer of industrial structure, China’s rural
specialized wholesale market is advancing from developed regions to
less developed ones in a terraced way.

6. The rural specialized wholesale market in less developed regions



Abstract

has both advantages and disadvantages as a late-comer. Less developed
regions may learn from experiences of developed regions in market con-
struction and development while drawing on their lessons to seek short-
cuts for rapid development, where the advantages as a late-comer lie.
Whereas, as markets in developed regions grown earlier and have
reached a large trade coverage while having big scales, good software
& hardware facilities and strong competitiveness, less developed re-
gions are markedly in a disadvantaged position in the competition for
establishing large regional markets or even nationwide markets. Be-
sides, inferior overall economic and social conditions in less developed
regions are also unfavorable for market development. Development
over the past few years has shown that the rural specialized wholesale
market in less developed regions has its particularities in growth high-
lighted by rising governmental role. In respect of market formation,
early-emerged markets mostly made use of local industrial bases and
commercial traditions particularly such favorable factors as local loose
institutional eﬁvironment at initial stage of China’s reform. However,
now the situation has changed, market development in less developed
regions increasingly needs seeking and employing new essential factors
to develop competitive advantages. For instance, giving better play to
governmental role is important for rapid formation and development of
the rural specialized wholesale market in less developed regions. In re-
spect of market administration, comparatively inferior economic and
social environments in less developed regions also more necessitates
governmental role in market supervision and administration.

7. So far, the construction of China’s wholesale market system

has been going towards nationwide central wholesale markets as well as



