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Abstract In this paper, from the authority, decision-making body, supervisory body and implementing body, we analyze the governance

structure evaluation indicators of farmers’ specialized cooperatives, using objective and subjective combination weighting approach. And we

draw the following conclusions; the rate of return of profits for membership, frequency of council convened and the number of members of board

of supervisors have a great impact on the governance structure of cooperatives; the insider control phenomenon in cooperatives is more serious
and the level of incentives is limited. Finally we put forward corresponding policy recommendations.
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1 Introduction

In the context of national policy support, farmers’ specialized co-
operatives develop by leaps and bounds, having made great contri-
bution to increasing farmers’ income and promoting the building of
a new socialist countryside. But in the process of development, is-
sues concerning the governance of farmers’ specialized cooperatives
have become increasingly prominent, such as serious insider con-
trol and free-riding behavior, which hinder scientific development
of cooperatives. Therefore, effective governance structure becomes
an urgent problem to be solved. Currently, scholars’ researches of
cooperatives are mainly concentrated in the operational mecha-
nism, governance mechanism and performance evaluation. There
is little literature adopting the measurement method for assignment
of value, and there is a shortage of researches on the importance of
various factors influencing the evaluation indicator system of gov-
ernance structure. and mutual causality. Therefore, using objec-
tive and subjective combination weighting approach, this study

conducts a systematic analysis of the evaluation indicator

system of the governance structure of cooperatives, and sequences
various influencing factors in terms of importance, in order to pro-
vide useful reference for improving the governance structure of

farmers’ specialized cooperatives.

2 The designing and research methods of the evalua-
tion indicator system

2.1 The designing of the evaluation indicator system The
evaluation indicator system consists of three-level indicators. The
first layer is the evaluation indicator system of governance structure
(A); based on the corporate governance structure in a narrow
sense, the second layer divides the governance structure of
farmers’ specialized cooperatives into the authority, decision-mak-
ing body, supervisory body and implementing body, consisting of
general meeting of members(B, ), council (B,), the board of su-
pervisors (B;) and managers (B, ). The third layer consists of 12
indicators (Table 1).

Table 1 The evaluation indicator system of factors influencing governance structure of farmers’ specialized cooperatives

A Target layer B Criterion layer

C Indicator layer

The evaluation indicator system of General meeting of members B,

governance structure A

Council B,

The board of supervisors B;

Managers B,

One — person — one — vote ratio C,

Rate of return of profits for membership C,

The ratio of general meeting of members making decision on affairs C,
Frequency of holding general meeting of members C,

The number of members of the council Cj

Council members’ share held Cg

The ratio of council making decision on affairs C,

Frequency of convening council Cg

The number of members of board of supervisors C,
Supervisory board members’ share held C,

The share of managers’ remuneration in cooperatives’ profit C,

Incentive level of managers C\,

Received: March 8, 2013 Accepted: May 19, 2013
# Corresponding author. E-mail: 7507632@ qq. com

2.2 Research method for the indicator system In this study,

we use combination weighting method to calculate the weight of gov-
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ernance structure evaluation indicators of farmers’ specialized coop-
eratives. The combination weighting method is a method integra-
ting subjective weighting method and objective weighting method to
determine the weight. Subjective weighting method is a weighting
method based on the decision-makers’” subjective attention to prop-
erty and their own experience. Objective weighting method is a
method without any information of decision-makers that various in-
dicators are weighted by themselves according to the rules.

2.2.1 Subjective weighting method. In the present study, sub-
jective weighting method uses the analytic hierarchy process. The
analytic hierarchy process (AHP) is a structured technique for or-
ganizing and analyzing complex decisions. It has particular appli-
cation in group decision making, and is used around the world in a
wide variety of decision situations, in fields such as government,
business, industry, healthcare, and education. Users of the AHP
first decompose their decision problem into a hierarchy of more
easily comprehended sub-problems, each of which can be analyzed
independently. The elements of the hierarchy can relate to any as-
pect of the decision problem-tangible or intangible, carefully
measured or roughly estimated, well- or poorly-understood — any-
thing at all that applies to the decision at hand. Once the hierar-
chy is built, the decision makers systematically evaluate its vari-
ous elements by comparing them to one another two at a time, with
respect to their impact on an element above them in the hierarchy.
In making the comparisons, the decision makers can use concrete
data about the elements, but they typically use their judgments
about the elements’ relative meaning and importance. It is the es-
sence of the AHP that human judgments, and not just the underly-
ing information, can be used in performing the evaluations. The
AHP converts these evaluations to numerical values that can be
processed and compared over the entire range of the problem. A
numerical weight or priority is derived for each element of the hi-
erarchy, allowing diverse and often incommensurable elements to
be compared to one another in a rational and consistent way. This
capability distinguishes the AHP from other decision making tech-
niques. In the final step of the process, numerical priorities are

calculated for each of the decision alternatives. These numbers re-

present the alternatives’ relative ability to achieve the decision
goal , so they allow a straightforward consideration of the various
courses of action. In the general decision-making problems, deci-
sion-makers are impossible to give precise pairwise comparison
judgment, and this judgment inconsistency can be reflected in the
changes of characteristic root of judgment matrix, so it is necessary
to conduct consistency test on the characteristic root. When CR <
0.1, the matrix has satisfactory consistency, otherwise the judg-
ment matrix needs to be adjusted.

2.2.2
method adopts the method of coefficient of variation. The coeffi-

Objective weighting method. The objective weighting

cient of variation reflects differences in the extent of the value of
various indicators. If there are great differences in the numerical
values of one indicator, it means that this indicator is not bal-
anced, and in the process of evaluation, it should be given large

weight. The calculation formula is as follows:

i

Var,=—, (i=1,2, -+, 14)

X.

i
14
w, =Var,/ i; Var,

where S, , }i are the sample standard deviation and the mean of
sectional data i.

2.2.3 Combination weighting method. The weight of indicator j
is determined as a; using subjective weighting method, and the
weight of indicator j is determined as w; using objective weighting
method, then using the combination weighting method, the weight
is as follows:

8i :a/'wj/zajw/

3 Empirical results

In this study, the data are from the survey on Yunling Huaxiang
Cooperative in Chengdu, Sansu Xiangju Specialized Cooperative in
Meishan, and Fengguang Cropping Specialized Cooperative in
Deyang in 2011, and conducted empirical analysis of three types
of cooperatives ( farmers-led cooperatives, relevant organization-
led cooperatives and enterprise-oriented cooperatives). The data
are shown in Table 2.

Table 2 The specific data on farmers’ specialized cooperatives in Sichuan Province

Indicator system

Yunling Huaxiang
Cooperative in Chengdu

Sansu Xiangju Specialized
Cooperative in Meishan

Fengguang Cropping Specialized
Cooperative in Deyang

C, One — person — one — vote ratio

C, Rate of return of profits for membership

C, The ratio of general meeting of members making decision on affairs
C, Frequency of holding general meeting of members

C5 The number of members of the council

C4 Council members’ share held

C, The ratio of council making decision on affairs

C, frequency of convening council

C, The number of members of board of supervisors

C,, Supervisory board members’ share held

C,, The share of managers’ remuneration in cooperatives’ profit
C, Incentive level of managers

30 45 55
3 5 2
42.9 28.6 14.3
4 5 2
13 9 5
30 70 90
57.1 72.4 86.7
12 4 4
5 3 0
15 20 0
2 3 1
2 2 0

In accordance with the calculation formula of objective weigh-
ting method, we can calculate the objective weight of each indica-

tor; based on the steps of analytic hierarchy process, we can de-

rive the subjective weight of various indicators. CR =0. 0847 <
0.10, and the judgment matrix passes the consistency test, as

shown in Table 3.
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Table 3 The objective weight and subjective weight of governance structure evaluation indicators of farmers’ specialized cooperatives in Sichuan Prov-

ince

Indicator system

Objective weight Subjective weight

C, One — person — one — vote ratio

C, Rate of return of profits for membership

C, The ratio of general meeting of members making decision on affairs
C, Frequency of holding general meeting of members

C5 The number of members of the council

C4 Council members’ share held

C, The ratio of council making decision on affairs

C, frequency of convening council

Cy The number of members of board of supervisors

C,, Supervisory board members’ share held

C,, The share of managers’ remuneration in cooperatives’ profit
C,, Incentive level of managers

0.0434 0.1131
0.0685 0.1521
0.0747 0.0983
0.0623 0.1124
0. 0664 0.0897
0.0721 0.0860
0.0307 0.0784
0.1035 0.0824
0.1410 0.0540
0.1333 0.0544
0.0747 0.0364
0. 1294 0.0427

Using the combination weighting calculation formula, we cal-
culate the weight of various governance structure indicators of
farmers’ specialized cooperatives.

aw; =0.004 9, 0.010 4, 0.007 3, 0.007 0, 0.006 0, O.
006 2, 0.002 4, 0.008 5, 0.007 6, 0.007 3, 0.002 7, 0.005 5.

2 a;w, =0.0759

g =aw,/Yaw =0.0647,0.1373,0.09 8, 0.092 2, 0.
0785,0.0817,0.0317,0.1124,0.1004, 0.095 6, 0.035 8,
0.0729

The weights calculated using objective and subjective combi-
nation weighting approach are sequenced as follows: C, > C, >
Co>C,>Cy>C,>Ci>C;>C,h,>C, > C,>C,. Thatis,
the importance of evaluation indicators of factors influencing gov-
ernance structure of farmers’ specialized cooperatives is sequenced
as follows: rate of return of profits for membership (C,) > fre-
quency of convening council (Cg) > the number of members of
board of supervisors (C,) > the ratio of general meeting of mem-
bers making decision on affairs ( C; ) > supervisory board
members’ share held (C,,) > frequency of holding general meet-
ing of members (C,) > council members’ share held (C;) > the
number of members of the council (C;) > incentive level of man-
agers (C),) > one — person —one — vote ratio (C, ) > the share of
managers’ remuneration in cooperatives’ profit (C,; ) > the ratio of
council making decision on affairs (C,).

According to the results of the above calculations, the analy-
sis of four first-level indicators is as follows:;

From the general meeting of members, the rate of return of
profits for membership is the most important factor influencing the
governance structure of cooperatives, ranking first. The return of
profits for membership not only reflects the cooperative’s govern-
ance performance, but also reflects the amount of patronage.
When the rate of return of profits for membership is high, the
cooperative’s governance is more effective, and the members have
high enthusiasm for participating and pay active attention to the
development of cooperatives. The ratio of general meeting of mem-
bers making decision on affairs, and frequency of holding general
meeting of members are the two influencing factors of the govern-

ance structure of cooperatives ranking fourth and sixth, respective-

ly, indicating that they have great impact on the governance struc-
ture of cooperatives. One — person — one — vote ratio, ranking
tenth, has little impact on the governance structure of coopera-
tives, indicating that one — person — one — vote in the governance
of cooperatives is in a great sense a formality, and major policy
decisions hinge on large shareholders.

In terms of council, frequency of holding council is a major
factor influencing the governance structure of cooperatives, rank-
ing second. The council is the decision-making body of coopera-
tives, and if it is often convened, it indicates that the council of-
ten studies the major problems of the cooperatives, and has a more
direct influence on the governance of cooperatives. Council
members’ share held and the number of members of the council are
the seventh and eighth factors influencing the governance structure
of cooperatives; the ratio of council making decision on affairs
ranks twelfth. This shows that the council members’ share held
and the number of members have the general effect on the govern-
ance structure of cooperatives, while the ratio of council making
decision on affairs has weak impact on the governance structure of
cooperatives.

From the board of supervisors, the number of members of
board of supervisors has great impact on the governance structure
of cooperatives, ranking third. If there are more members of the
board of supervisors, more members will participate in the super-
vision of cooperatives. Supervisory board members’ share held has
great impact on the governance structure of cooperatives, ranking
fifth.

From the managers, incentive level of managers and remu-
neration have the general effects on the governance structure,
ranking ninth and eleventh. This is consistent with the current
governance of cooperatives, and the level of incentives and re-

wards in most of the cooperatives is low.

4 Conclusions and recommendations
4.1 Conclusions In this paper, from the authority, decision-
making body, supervisory body and implementing body, we ana-
lyze the governance structure evaluation indicators of farmers’ spe-

cialized cooperatives, using objective and subjective combination
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weighting approach. And we draw the following conclusions: the
rate of return of profits for membership, frequency of council conv-
ened and the number of members of board of supervisors have a
great impact on the governance structure of cooperatives; the in-
sider control phenomenon in cooperatives is more serious and the
level of incentives is limited.

4.2 Recommendations

4.2.1

building of council and the board of supervisors. The development

Improving the profit return capacity and strengthening the

of cooperatives should rely on members, and the fruits should
widely benefit ordinary members. For the membership, the most
direct and most practical benefit is the profit return, so it is neces-
sary to improve the proportion of profit return for the membership
to increase membership’s income. At the same time, it is necessa-
ry to focus on improving the institutional construction of council
and the board of supervisors, regularly hold the council, and mod-
erately expand the scope of members of the board of supervisors,
to include more members into the supervision system, ensure or-
derly and effective operation of cooperatives from the level of insti-
tution, achieve efficient expected development goal of coopera-
tives.
4.2.2

democratic decision-making of cooperatives. From the current gov-

Implementing " one person, one vote" , and promoting the

ernance of the cooperatives in the province, it is more dependent
on the hotshots’ governance, and the decision-making power is
concentrated in the hands of minority. In order to avoid losses for
the majority of members, we should further promote the democratic
decision-making on the basis of optimization of the governance
structure of cooperatives; really implement the one — person — one
- vote and increase public trust in the cooperatives.

4.2.3 Strengthening the incentives and give play to the govern-
ance role of human capital. The core of governance is person, and
human capital is the first capital. Effective incentive is the catalyst
to play the role of human capital. The depth of management is in-
centive. A person’s ability and talent can not determine his value
to cooperatives, and the exertion of his ability and talent hinges in
a large measure on the level of motivation. Currently, the vast ma-
jority of managers in cooperatives get rare wages from coopera-
tives, lacking incentive. Therefore, it is necessary to strengthen
the incentives, take into account the spirit and substance at the

same time, and implement comprehensive remuneration incentive ,
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to fully mobilize the enthusiasm and initiative of managers and

play the governance role of human capital.

References

[1] SHAO K, XU XC. The member heterogeneity influence on governance
structure of farmer cooperatives [ J]. Journal of Northwest A & F University
(Social Science Edition), 2008(2) :5—9. (in Chinese).

[2] SUN YF. Analysis on profit mechanism of specialized cooperative economic
organizations of farmers and the influencing factors — Based on empirical
study of Jiangsu Province [J]. Problems of Agricultural Economy, 2008
(9) :48 —56. (in Chinese).

[3] HUANG SZ, LIN J, XU XC. Empirical study on governance mechanisms
and its performance of farmer specialized cooperatives [ J]. Chinese Rural
Economy, 2008(3) :65 —73. (in Chinese).

[4] KONG XZ, SHI BQ. Analysis on agricultural cooperatives’ mechanism,
basic functions and influential factors [J]. Rural Economy, 2009(1) .3 -
9. (in Chinese).

[5] LIU B, CHEN CB, DU H. The positive analysis of performance evaluation
on farmers cooperative; the data from 22 samples farmer’ s co-operative in
Jiangxi Province [J]. Problems of Agricultural Economy, 2009 (2):90 -
95. (in Chinese).

[6] XU XC. The performance evaluation system of farmers professional coopera-
tive and its checking [ J]. Journal of Agricultural Economics, 2009(4) ;11
—-19. (in Chinese).

[7] LIU C, FAN DC. Analysis on the effect of stock of human capital to govern-
ance structure — From the angle of farmers professional cooperative of Hei-
longjiang [ J]. Journal of Suzhou University (Philosophy and Social Sci-
ence) , 2010(6) :42 —44. (in Chinese).

[8] BAI XM. On the conflicts in the governance structure of farmer specialized
cooperative and improvement of the structure—From the view of external
force cooperation [ J]. Social Sciences in Ningxia, 2010(3) ;.11 —=14. (in
Chinese).

[9] YOU WH. Study on value evaluation system for social exchange relations of
farmers’ professional cooperative and its profit performance [ J]. Journal of
Agricultural Economics, 2011(8) :96 —104. (in Chinese).

[10] LIAO YH. Study on the relationship between internal social capital and
performance of farmers’ professional cooperative [ J]. Rural Economy,

2011(7) :126 =129. (in Chinese).

[11] CHEN JL. Thinking about the innovation in structure of specialized farmers
cooperatives governance| J . South China Rural Area, 2010(2); 64 —67.
(in Chinese).

[12] LI YR, GAO JZ. Empirical research on the developmental status of farmer
cooperatives” function[ J]. Asian Agricultural Research, 2011, 3(6) ; 105
-108.

[13] LIU J, ZHANG YX. Study on three questions on the establishment system
of Chinese farmers specialized cooperative[ J]. Journal of Anhui Agricul-
tural Sciences, 2011, 39(34) ; 21459 -21460, 21481. (in Chinese).

.

000000 SOOSOOSO0



