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Discussion on Ways of Economic Development in Rural
Areas of Anhui Province Based on Cooperatives

XIAO Mei”

College of Economics and Management, China Agricultural University, Beijing 100083, China

Abstract Taking Xuancheng City in southern Anhui and Fuyang City in northern Anhui as the examples, the economic development status in rural
areas of Anhui Province was introduced. Four development modes of rural cooperative economic organizations were analyzed. The main form of
" agents leading mode" was " professional cooperative + farmers" and the products were purchased by protective price. The main forms of " lead-
ing enterprises driving mode" were " corporation + farmers" or " corporation + association + farmers". " Leading industry pushing mode" could
help to increase the income of farmers by developing leading industry. " Folk forces pushing mode" could help to improve the systematization degree
of farmers by folk forces. Two ways were put forward on the economic development in rural areas of Anhui Province. The combination of " folk
forces pushing mode" and " agents leading mode" was applicable to the depressed areas in northern Anhui, while the combination of " leading en-

terprises driving mode" and " leading industry pushing mode" was applicable to developed areas in southern Anhui.
Key words Anhui Province; Rural cooperatives; Regional economy; China

With 30 years of reform and opening-up, Chinese agricul-
ture has entered into the stage with structural, periodical and
regional surplus after experiencing an era of agricultural goods
shortage'''. At present, the focus of agricultural development
lies on the transformation from traditional agriculture to modern
agriculture. Industrialization management is the effective means
of realizing agricultural modernization, the way of rural econom-
ic development and the key points of solving the problems of
" agriculture, rural areas and farmers".

Anhui is a typical agricultural province and its rural popula-
tion accounts for two-thirds. Problems of " agriculture, rural ar-
eas and farmers" are always the fundamental issue of reform,
development and stability in Anhui®’. Due to the regional differ-
ences of natural resources, industrial level, social culture and
economic conditions, the development status of southern Anhui
is different from that of northern Anhui and the two parts have
their own distinctive modes of rural cooperative economic or-
ganizations. According to the field survey on rural economic de-
velopment in Xuancheng City of southern Anhui and Fuyang
City of northern Anhui, this paper tries to discuss the develop-
ment ways of rural economy based on cooperatives so as to
provide basis for the relevant decision making.

1 Economic development status of rural

areas in Anhui Province

Agricultural industrialization management in Anhui Province
has been fruitful since recent years. Leading enterprises and
rural cooperative economic organizations developed rapidly.
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Especially after the publication of cooperative law in 2007, rural
cooperatives have made a great progress. At present, there
are 433 leading enterprises of agricultural industrialization with
provincial level, 10 demonstration counties of agricultural indus-
trialization and about 6 000 professional cooperative associa-
tions of farmers. Leading industries include grain industry, ani-
mal husbandry, tea industry, aquaculture, traditional Chinese
medicine industry and so on. Developing " a village with a char-
acteristic product" has become an important way in promoting
the income increase of farmers. Focusing on " a village with a
characteristic product" , various professional cooperative organ-
izations of farmers provide better and better conditions for
farmer’s income increase.
1.1 Rural economic development of Xuancheng City in
southern Anhui Based on the 3 comparative advantages of
economic zone bit, natural conditions and cultural origin, new
agriculture with " characteristic, scale and brand" is formed in
Xuancheng City which is the representative of southern Anhui.
There are 3 economic plates of poultry industry, bamboo indus-
try and high-quality rice industry, and 6 characteristic bases of
forest food with hickory as the main, tea, silk and ramie, to-
bacco leaf of south Anhui, characteristic vegetable and aquatic
products of Nanyi Lake. Scale of bases is enlarging and region-
al layout has become obvious gradually. 25 towns with charac-
teristic agricultural products and more than 200 characteristic
villages are emerged. High-scale development of industrial
base promotes the rapid development of leading enterprises.
There are 440 enterprises with a respective annual sales in-
come of 5 million yuan or more, among which that of 32 enter-
prises is over 100 million yuan and that of 3 enterprises is over
1 billion yuan. There are more than 200 professional coopera-
tive organizations of farmers, the development of which pro-
motes the agricultural industrialization'®’.

Silkworms of Jinyang Village, vegetables of Niwan Com-
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munity and waterfowl cultivation have not only become the well-
known characteristic industries and highlights of new country-
side construction in Shuanggiao Street of Xuancheng, but also
become the roll boosters of local farmers’ income increase. The
urbanization of Shuanggiao in recent years has developed rap-
idly, its agricultural structure has been optimized, and the living
level of farmers has been improved obviously. In some well-off
demonstration villages, the construction of village-level infra-
structure is funded by farmers and government, which has
made remarkable achievements.
1.2 Rural economic development of Fuyang City in north-
ern Anhui Province Fuyang City in northern Anhui is a large
but not a developed agricultural city. Agricultural industrializa-
tion of the city is still at the beginning. There are some promi-
nent problems with agricultural industrialization such as low-lev-
el management, low technical content, short industrial chain,
extensive processing, a lot of primary products and less inten-
sive processing. The scale of leading industries is small. There
are only 16 enterprises with a respective annual sales income of
100 million yuan or more. What's more, the quality of products
is low without market competitiveness. Leading industries of
agricultural industrialization in Fuyang have began to set up and
amplify benefit affiliating mechanism with the modes such as
" cooperative + farmers" , " corporation + association + farm-
ers" and " corporation + base + farmers", and the forms
such as contract farming, purchasing at protective prices, stock
bonus and profit returning.

Rural economic development in Fuyang City of northern An-
hui is slow due to low-level urbanization, obvious dualistic struc-
ture, lots of migrant workers and low-degree systematization.

2 Analysis on the development modes of
cooperative economic organization of farm-

ers in Anhui Province

According to the field survey in Xuancheng City of southern

Anhui and Fuyang City of northern Anhui, the paper concludes
some development modes of rural cooperative economic organ-
izations in Anhui.
2.1 " Agents leading mode" Main form of this mode is
" professional cooperative + farmers" which purchases agricul-
tural products at protective prices. This mode always operates
with one or several capable farmers as agents, and profession-
al cooperative organization of farmers is set up based on corpo-
ration'”’. Xingyu Poultry Professional Cooperative in Xu-
ancheng has adopted this form.

This cooperative is funded in partnership by 5 people inclu-
ding Liu Deyi who is the secretary of CPC General Branch in
the village. lts primary services are processing, transporting
and selling agricultural products of poultry industry as well as
ordering contracting duck from local villagers in the form of con-
tract farming. Purchasing the meat duck from farmers at the
fixed price of contract could avoid market risks to some extent.
Farmers could determine their scale of cultivation after analy-
zing their costs and benefits according to the prices of duckling
and fodder. Under the conditions of underproduction and low

quality, business scope of the cooperative will expand to other
villages while meat duck could be purchased at a low price from
villagers there. The meat ducks will be frozen uniformly after
processing into semi-finished or finished products. And they
could be sold well at the proper season. The products of the
cooperative were mainly transported to other places including
Jiangsu, Zhejiang, Shanghai and Shandong. The ducks are
not sold at local areas due to low consumption and many indi-
vidual households who have monopolized the whole market in
Xuancheng and set up their mature commercial networks with
powerful competitiveness.

Xingyu Poultry Professional Cooperative in Xuancheng was
founded according to the new cooperative law in October,
2007. Farmers who pay the membership fee could take part in
it. The fee is 200 yuan per capita, and the maximum should be
below 0.3 million yuan. If some one or a collective organization
wants to become a shareholder, their stock capital should be
below 0. 3 million yuan. The ratio of stockholding from other
sources except the cooperative to total stockholding should be
lower than 20%. Membership fee can not be taken as stock-
holding, so members can’t acquire bonus, but they can get in-
terest return twice. The first part is from the earnings of finished
duck according to the trading volume of villagers. At the second
time, the cooperative buys ducklings and fodder uniformly and
then sells it to farmers. They will deduct relevant expenses
when they purchases finished ducks. Farmers only need to pay
a margin of 8 yuan for each duck, which could reduce lots of
liquid capital and interest cost for farmers.

This type of cooperative has some characteristics. Rural

households have formed a benefit alliance with agents, and
they could get the profit return. The cooperatives provide the
services such as technique and information for rural households
and organize timed trainings for members. In addition, they of-
fer many job opportunities for farmers in the links of processing
and selling of agricultural products, which could help to transfer
rural surplus labors successfully.
2.2 " Leading enterprises driving mode" The primary
forms are " corporation + farmers" and " corporation + associ-
ation + farmers". These corporations are township enterprises
for intensive processing based on local resources, which re-
quires abundant agricultural resources, developed urbanization
and convenient transportation.

Dongxing Poultry Co. , Ltd. is located in Shencun Town,
i. e. the " land of milk and honey" , which is near Shuangxi
Town of Xuancheng. The town has a convenient transporta-
tion. 318 national highway, Xuancheng-Hangzhou railway and
Xuancheng-Nanjing-Tongling highway go through the town. The
corporation was funded by 21 individual duck-breeding house-
holds in October, 2006, and each one invested 0.2 million yuan
to found a large-scale private enterprise. The corporation has
become the excellent leading enterprise of agricultural industri-
alization in Xuancheng City at present. The corporation brings
along 20 to 30 rural households to develop agricultural products
such as ducks. There is a fixed contract between corporation
and farmers. The meat ducks of rural households can be pur-
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chased at a protective price by ordering contracting duck. Al-
though farmers can’t take part in other links of management as
the primary participants, enterprises will employ some healthy
farmers to involve them in slaughtering and processing meat
duck.

The corporation operates with the objective of self-interest
maximization, so the interest of farmers could only realize limit-
ed maximization. There is a game between corporation and
farmers, which may lead to moral hazard. For one thing, if the
market price is higher than contract price, some farmers won’t
fulfill the contract. They can falsely declare that the ducks were
dead and then sell it to other buyers at a higher price. The cor-
poration can’t obtain any compensation for breach of contract.
For another thing, the corporation requires farmers to buy its
ducklings and fodder, which is the premise of purchasing
farmers’ ducks at a protective price. However, the prices of
ducklings and fodder are always higher than market price so as
to ensure the benefit of corporation.

The operation efficiency of this mode is higher and the su-
pervision cost is lower. This mode can provide all-round serv-
ices for pre-production, mid-production and post-production,
which promotes agricultural industrialization. What's more, it
can improve the standardization and commercialization of agri-
cultural products, realize brand operation, and sell products at
a high price with brand recognition, so as to realize mutual ben-
efits of corporation and farmers. As the bridge between cities
and rural areas, leading enterprises are favorable for breaking
urban-rural dualistic structure and realizing single economy.
2.3 "Leading industry pushing mode" Leading industry
plays a decisive role in national economy, the output of which
accounts for a large proportion of gross national product. It has
made a great contribution to the improvement of industrial
structure and people’s living standard as well as the aspects
such as additional value, tax, profit and employment. The con-
crete practices of " leading industry pushing mode" are develo-
ping local famous, special and excellent products with market
as the orientation and local advantages as the support based on
developing commodity economy®’,

Huiyun Jujube Professional Cooperative and Shangzhuang
Tea Professional Cooperative in Xuancheng City are the typical
representatives of promoting the income increase of farmers
through developing local famous, special and excellent prod-
ucts based on local resources. Huiyun Jujube Professional Co-
operative is organized by 8 core members, involving more than
300 members. According to the regulations, the cooperative
provides services of information, jujube tree planting and mar-
keting, meanwhile, it carries out independent management,
self service as well as benefit and risks sharing. The primary
products are high-quality products such as " Shuidong Candied
Jujube" and the series of low-sugar preserved jujube. The
foundation of the cooperative has further promoted the produc-
tion mode of " farmers + cooperative” in Shuidong Town, and
provided coordinated services in the process of pre-production,
mid-production and post-production, which improves the sci-tech
content of jujube products and their market competitiveness.

Shangzhuang Tea Professional Cooperative, which is
made up of Shangzhuang Tea Factory for Primary Processing
and 52 professional tea farmers, is located in Jixi County of
Xuancheng City. It is founded in February, 2007, and has 122
members at present. The area of standardized organic tea
base and production department amounts to 1 500 m®, and the
products of which include Maofeng Tea, Jinshan Minwu Tea,
Shangzhuang Shiyu Tea and Oulung. The tea of the coopera-
tive had passed QS Certificate in 2007 and Organic Tea Certifi-
cate of Minister of Agriculture in 2008. The cooperative is awar-
ded as one of " Top Ten" agricultural cooperatives by Xu-
ancheng City. The professional tea team for providing integra-
tive services of production, supply and marketing is formed.

Cooperatives which are competitive and developing based

on leading industries require high-quality regional resources. It
unites dispersive farmers with local characteristic products to
produce, process, transport and market uniformly. For one
thing, it could realize scale economy which is favorable for
adopting mechanization and advanced technologies as well as
saving cost. For another thing, it could bring about the integra-
tion of production, supply and marketing as well as the integra-
tion of trade, industry and business, which increases the value
of agricultural products in processing and makes for the forma-
tion of brand effect so as to increase farmers’ income.
2.4 "Folk forces pushing mode" It's a common mode in
poor and backward areas. The folk forces include external
forces and internal forces. External forces involve NGO,
schools of new countryside construction and college student
volunteers. Internal forces are the strong cooperative con-
sciousness of farmers. The systematization of farmers is
formed with the help of external forces based on farmers’ men-
tal motivation.

Nantang Xingnong Cooperative in Fuyang City of Anhui
Province is the typical one, which experiences the transition
from cooperative organizations such as elderly association and
literature team to rural cooperative economic organization. It's
only an organization for safeguarding rights initially, but the
thoughts of scholars such as Liu Laoshi influences villagers in
Nantang. Liu Laoshi reminded villagers that agricultural produc-
tion should not be delayed for appealing, and suggested them
joining together to do works. In August, 2003, Liu Laoshi led
college students from many universities such as China Agricul-
tural University to help villagers of Nantang with the establish-
ment of the elderly association, so as to realize " being guaran-
teed, happy and progressive in the old age". Farmers could
live in a healthy and interesting surrounding of collective cul-
ture. Under the premise of advocating the construction of so-
cialist harmonious society and the development of cooperative
economy, Yang Yunbiao led 24 farmers to found Nantang
Xingnong Cooperative in April, 2004 based on the original asso-
ciation and propaganda team. Taking " servicing, facilitating
and benefiting farmers" as the goal, the cooperative cultivates
farmers’ sense of ownership, unifies value orientation of mem-
bers and guides common participations with the spirits of
" equality, widely participation, cooperation and mutual aid,
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democratic governance, fairness and openness" , so as to alter
the situations of low benefit, high cost, high risk and weak mar-
ket position of self-employed farmer, and open up a new way
for rural economic development.

The cooperative has developed rapidly and expanded to
other villages. The number of its members has increased from
the original 40 to more than 600 at present. The cooperative
mainly provides services of purchasing and selling uniformly as
well as technical information for villagers, and pursues the max-
imization of member’s interest and social benefits. It has got
help from the public in recent years and possessed its own pro-
duction base of organic vegetable.

3 Analysis of economic development ways

in rural areas of Anhui Province

Comparing the rural economic status and development of
cooperatives in southern Anhui with that in northern Anhui, this
paper considers that the economic development mode in rural
areas of Anhui is closely related to regional development.
There are two development modes being concluded as follows.
3.1 Combination of " folk forces pushing mode" and
"agents leading mode" The combination mode of " folk
forces pushing mode" and " agents leading mode" for rural e-
conomic development is applicable to less developed rural are-
as which has no characteristic agricultural products and com-
petitive industries. For instance, there is a difference between
rural areas and cities in Fuyang City of northern Anhui. Social
culture and economic level are less developed in rural areas.
Many migrant workers are youths. The cooperative with " folk
forces pushing mode" is the sustenance for the remaining eld-
erly and children. However, this mode of cooperative may lead
to some problems such as irregular organizational structure and
indefinite bonus mechanism. Stand ardization of the organiza-
tional structure, operation mechanism and the distribution way
of bonus of cooperatives is the key to the improvement of
efficiency.
3.2 Combination of "leading enterprises driving mode"
and "leading industry pushing mode" This mode is appli-
cable to developed areas of southern Anhui which has high-lev-
el urbanization and industrial cluster. Professional cooperative
is developed for realizing agricultural industrialization, extending
industrial chain, improving added value of agriculture and in-
creasing farmers’ income. Regional economic development with
the combination of " leading enterprises driving mode" and
" leading industry pushing mode" has some key points. Coop-
eratives are strengthened and expanded with market orientation
and their own brands are set up. " A village with a characteristic
product" and characteristic agriculture such as Shuidong Can-
died Jujube of Xuancheng, Ningguo Hickory and poultry of
Shuangxi Town are developed. In searching of government
funds and technical support, government should respect
farmers’ wills without excessively interrupting the selection of in-
dustrial structure. The advantages of villages and towns should
be developed according to actual circumstances, so as to ena-
ble farmers to create their own roads for achieving prosperity.

4 Conclusions

There are some problems of different degrees with farmers
in rural areas such as discrete and less-organized households,
low educational level of farmers and management difficulties.
Hence, developing rural regional economy is a long process.
Rural cooperative economic organization is the key to promoting
agricultural industrialization and the effective way for the devel-
opment of rural economy. As a large agricultural province,
Anhui’s development in northern and southern part is not bal-
anced, which requires the definition of development ways
based on local resources, development status and urbanization
level. The combination of " folk forces pushing mode" and
" agents leading mode" is applicable to the depressed areas in
northern Anhui, while the combination of " leading enterprises
driving mode" and " leading industry pushing mode" is applica-
ble to developed areas in southern Anhui.
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