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Abstract

So far, there have been a large number of farmer cooperatives, but active,
thriving and normative cooperatives are less in China. In the survey in Hainan
from June 2014 to April 2015, we found that a considerable number of coopera-
tives were not actually operational; most cooperatives were not worthy of the
name, and the surplus was mainly distributed by capital ; the services provided by
the cooperatives were not enough to meet the needs of members; the performance
of different cooperatives to increase members’ income was very different, and
many members believed that cooperatives had little or no impact on their income.

At the same time, the living environment of farmer cooperatives in China is
changing rapidly, mainly manifested as follows: the gradual improvement of mar-
ket performance, agricultural technological progress, the rapid development of in-
dustrialization, the decrease in agricultural employment and the decline in quali-
ty, the rapid development of large farmers and family farms, and the gradual reg-
ulation of government support ( details in 7.1). Can farmer cooperatives in China
adapt and how to adapt to the rapidly changing environment? How are their fu-
tures?

Those issues are important for the officials who want to promote the develop-
ment of farmer cooperatives and for the communities which want to establish coop-
eratives. In order to understand those issues and predict the future of farmer co-
operatives in China, further study should be going on as follows: the factors af-

fecting the development and performance of cooperative (including historical fac-
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tors) , the demands of heterogeneous members in different environment for serv-
ices, the change and effect of cooperatives’ living environment. However,(Dthe
literatures on the history of Chinese agricultural cooperatives are distinctive with
each other, and rarely have the same theoretical basis, which is disadvantage to
understanding the effect of events in Chinese agricultural cooperative history.
@According to the empirical literatures on the factors affecting farmer coopera-
tion, some problems exist in sample, such as limitation of the range and inade-
quacy of data (details in4. 1), thus, the reliability and universality of some con-
clusions should be examined. (3)Most researches on motives of farmers coopera-
tion stay at the level of theoretical analysis, more rechearches on the demands of
heterogeneous members in different environment are required. (4)Although the ac-
tive role of cooperatives to members was verified, it is insufficient to study the
factors affecting member’ s income and the methods for cooperatives to increase
the member’ s income. More attention should be paid to the effect of the new
trend of the cooperatives’ service (such as product differentiation strategy ) on
the member’ s income. (5)Can the farmer cooperatives in China adapt and how to
adapt to the rapidly changing environment? Those issues didn’t attract enough
concern from the researchers. Therefore, this book tries to remedy the weaknes-
ses of the literature for the issues above.

The structure and contents of this book are shown as follows: chapter 1 will
describe the cooperative theory, including the definition and nature of coopera-
tive, the evolution of cooperative theory ( especially for the cooperative theory in
New Institutional Economics) , the reasons for cooperative existence, the inherent
problems of traditional cooperatives, the factors affecting the development of co-
operatives, performance, the tendency of cooperatives and so on. In this book,
the cooperative is essentially a kind of special company owned and controlled by
the same class of non-capital factor providers (i. e. , customers) , and the surplus

is mainly allocated by the number of elements provided by the owner. The essen-
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tial difference between the cooperatives and 10Fs is that, the former is owned by
the same class of non-capital factor providers, and the latter is owned by the cap-
ital providers. The agricultural cooperative is an integrated organization of primary
agricultural product production to its upstream and downstream, whose members
are independent producers.

In chapter 2, a theoretical framework is proposed to analyze the changes of
agricultural cooperatives. First, the theory of institutional change, the theories of
transaction cost and the organization system choice are briefly introduced. The
formation of agricultural cooperatives is then analyzed by using the theories men-
tioned above. The conclusion is that the emergence of agricultural cooperatives
stems from market failure (i.e., the-high transaction cost between agricultural
production and its upstream and downstream). At last, based on the theory of in-
stitutional change, the roles of government and culture in the evolution of cooper-
atives are analyzed. With regard to the cooperative culture, the analysis focuses
on the roles of ideology and habits in the evolution of cooperatives.

By using the theoretical framework in chapter 2, the chapter 3 analyzes the
complex change process of Chinese agricultural cooperatives, revealing the char-
acteristics of institutional change in each stage. In order to reveal the nature and
inherent problems of the cooperatives or so-called cooperatives in all of stages, a
comparative study is done between these organizations and modern agricultural co-
operative , from the perspective of cooperative principle, nature and efficiency. In
this book, the complex change process of Chinese agricultural cooperatives is di-
vided into three stages, i. e. , the sprouting period (early 20th century—1949) ,
the Cooperation and People’ s Commune period (Oct. 1949—the end of 1970s) ,
and the revival period (since 1980s).

This book proposes that the rise of agricultural cooperatives in the sprouting
period is an induced institutional change combined with the top ( government)-

down (social movement) and bottom-up. The cooperatives in this period are ba-
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sically conformed to the cooperative principles.

The Cooperation ( excluding the initial period of Cooperation, i. e. , before
the winter of 1952) and the People’ s Commune is a mandatory institutional
change that the Communist Party and the government promoted from top to bottom
by means of ideology, command and law, with the aim of publicizing, controlling
rural area, agriculture and peasants, maximizing the accumulation for industriali-
zation. The so-called cooperatives in this period are not real cooperatives. The
government maintained an inefficient People’s Commune in rural areas for a long
time under the constraints of ideological rigidity.

Since 1980s, the revival of cooperatives in China’ s rural areas is an in-
duced institutional change from bottom to top, and from part to whole. The farm-
ers’ specialized associations, farmer cooperatives and land share cooperatives in
this period were established spontaneously by the farmers, or initiated by some
organizations, with the aim of correcting market failures, reducing transaction
cost and gaining external scale returns. According to the analysis in this chapter,
the farmers’ specialized association is a kind of social organization, not a cooper-
ative. The land share cooperative, in the strict sense, is not a cooperative either,
which is different with modern agricultural cooperative. The membership hetero-
geneity , control problem, and influence cost problem are the inherent problems of
farmer cooperatives in China. In most cooperatives, the surplus is mainly distrib-
uted by capital. These cooperatives actually belong to the stock cooperative or-
ganization, some completely alienated into a joint-stock enterprise. This chapter
also analyzes the Rural Community Cooperative Organizations, Supply and Mar-
keting Cooperatives, Credit Cooperatives, and Agricultural Product Industry As-
sociation in this period. The analysis shows that the Rural Community Coopera-
tive Organization is not a real cooperative, which is essentially different from
modern cooperative. The Agricultural Product Industry Association is a kind of

social organization, not a cooperative. Rural Supply and Marketing Cooperatives
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basically changed into joint-stock enterprises. Rural Credit Cooperatives basically
changed into rural commercial banks.

In chapter 4, based on the contract theory and the transaction cost theory, a
theoretical and empirical analysis is done on the factors influencing farmers’ deci-
sion to join cooperatives. The study overcomes the limitation of the sample range
and inadequacy of data in the literatures (details in4.1) , proposing measures to
promote the development of cooperatives. According to the analysis, the educa-
tion level of householders, the education on cooperative knowledge, the scale of
the farmer’ s operation, debt, the difficulty of obtaining information, technology,
capital, and the price level of agricultural inputs have a significant positive im-
pact on the behavior of farmers to join the cooperatives. The special experience of
householders ( such as nonagricultural experience, village official experience) ,
and the price level of agricultural products have a significant negative impact on
the behavior of farmers to join the cooperatives. To compare with the grain, oil,
and rubber growers, the vegetable, fruit, livestock, and aquaculture growers are
more likely to join cooperatives. This book proposes the following measures to
promote the development of cooperatives:(Dto strength the education and training
on cooperative knowledge for the farmers, especially for the vegetable, fruit,
livestock, and aquaculture growers, and large scale farmers; @to promote rural
education and improve the cultural level of farmers; @to reform the rural land
system, to promote land concentration ;@in the development of cooperatives, the
voluntary principle must be strictly followed to prevent excessive intervention by
the government and other organizations. The government should support the de-
velopment of farmer cooperatives through legislation, education, training, and
modest policies.

Chapter 5 analyzes the influence of environment and membership heterogene-
ity on the specific motives of member cooperation to understand the differences in

the demands of heterogeneous members in different environment for cooperative
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service, and provides a basis for the choice of cooperative business and develop-
ment strategies. The analysis shows that the heterogeneity and geographical differ-
ences of members have a significant impact on the specific motivations of the
member cooperation (i. e., the specific demands for services). Generally,
women, risk averse, larger farmers, debtors are more likely to receive agricultur-
al input, financing, product processing, marketing services. Conversely, men,
risk lovers, smaller farmers, farmers with no debt are more desirable to obtain ex-
cellent variety, information, technology, machinery services. Therefore, in the
formulation of business and development strategies, cooperatives should fully un-
derstand the different demands of heterogeneous members in different regions for
services to provide them with differentiate services they really need.

In chapter 6, this book analyzes the factors influencing the members’ in-
come, especially the new trend of cooperative services (such as product differen-
tiation strategy) , proposing the measures to improve the performance of coopera-
tives. The analysis shows that, in the cooperative factors, the cooperative age,
capital, chairman’s background ( non-ordinary farmer), financial service, and
the product differentiation strategy have a significant positive impact on the net in-
come of members. From the members’ operating factors, specialization and scale
have a significant positive impact on the net income of members. From the indi-
vidual factors, the degree of education, special experience (e.g. non-agricultur-
al experience, village official experience) , and the degree of risk preference have
a significant positive impact on the net income of members. In order to increase
the income of members, this book puts forward the following measures; (1) the
cooperatives should develop financing channels to increase capital. (2) The co-
operatives should encourage large farmers, village officials, businessmen and pro-
fessional managers to act as the co-operative managers, to take advantage of their
operating capacity and social resources. (3 ) In the future, the cooperatives

should focus on the following services: (1) help the members to adjust the product
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structure according to the market changes. (2)Accelerate the development of fi-
nancial service, agricultural machinery service, and agricultural product process-
ing. (3 Implement the product differentiation strategy, including the development
of new varieties, the promotion of standardized production and pollution-free agri-
cultural technologies, agricultural product certification, the creation of brands,
and so on. (4) The government should promote the development of agricultural
insurance to reduce the risk of agriculture, and encourage the agricultural pro-
ducers to expand the scale.

Chapter 7 analyzes the change and impact of the living environment of Chi-
nese farmer cooperatives, discussing the development trend of Chinese farmer co-
operatives. The change in the environment are mainly manifested as follows: the
improvement of market performance, agricultural technology progress, agricultur-
al industrialization, the decrease in agricultural employment and the decline in
quality , the development of large farmers and family farms, the standardization of
government support. This book argues that farmer cooperatives will have to liqui-
date or change, as the environment changes and the inherent problems ( member-
ship heterogeneity, control problem, and influence cost problem) of farmer coop-
eratives are exposed. The change includes the structural reorganization ( evolving
into IOFs, joint-stock cooperative enterprises, cooperatives owned by agricultural
producers ) and strategic transfer. The strategic transfer includes the transfer of fi-
nancing strategy (such as the establishment of joint ventures through strategic al-
liance, the proportion strategy ) , and the transfer of business and competitive
strategies (such as the agro-processing, product differentiation strategy, partici-
pation in agricultural industrialization). In addiction, the formation of agricultur-
al cooperatives owned by producers, and NGCs will become an important tenden-
cy. The land share cooperatives will also be further developed. Chapter 8 summa-
rizes the main conclusion in this book.

This book has the following innovations: (1) based on the theory of institu-



